CONFIDENTIAL :

Press Conference #83, +
Executive Offices of the White House,

January 3, 1934, 10.50 A.N.

THE PRESIDENT: I gﬁt to bed at 1.30.

Q After we wrote the stories that you were going to work all night on
youf liessage?

THE PRESIDENT: Yes. (Laughter)

MR, DONALDSON: All in.

%HE PRESIDENT: T don't think there is any particulsr news. You have
a message. I think it speaks for itself. Tomorrow the Budget
Méssage comes out and this afternoon we have arranged for a little
party of the finencial people who are coming over to the White

House, to the Oval Room, and we will sit around and talk figures.

MR. EARLY: 4,307
THE PRESIDENT: 4.30 in the Oval Room and try not to meke it more than

thirty or forty peopls, if you can, because you will all have to

sit on the floor.

! 1’R. BARLY: The Budget Director advices that he will have copies avail-
! able at 3.30.
|

THE PRESIDENT: The copies will be available at 3.30 so that those who

C — are going to qoﬁe'qill be able to go over thﬁ copies.
7 When may we expect that the debt Message will go up?.
THi PRESICENT: I have no ilaen. There isn't any fimatuble.ou that.
On the pay cut_thing you were asking about, a draft of Order
came to me this morning End, because it did not have all the sup-

porting figures which I want to go into myself, I have sent for

) the seppurting figures and it will probably be some time before
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I.go through all the figures.

So there reslly isn't any news. Just as a hfnt, I would go
a little slow.about telking about large restorations and also I
think that you do have to remember that I am bound by the law on
this thing.

2 Is ﬁhpt six par-cant a good guess?

THE PRESIDENT: I think it is a terrible guess. (Laughter)

Q@ Which way?

THE PRESIDENT: (No answer)

¢ How would you guess?

THE PRESIDENT: I heven't the figures yet, that is it.

Q@ You said it vould be some time. Is tnat hours or days, several
days =-- - - =

THE PﬁESIDENT; (interposing) I told you it is merely a queétian G?
my getting time to do it.” It depends on when I get back to the
house and when we gét through with the Budget talk. I am going
{0 try to get at it today but I cannot zusrantee it.

Q UMr. Preqident, is it permissible to diseué; the text of the Vessage
at tais time?

THE PRESIDENT: I do nqt ﬁupﬁuse that we had hette? talk about the de-
tails of the Message ‘because, in the first place, most of your,
étories are written. What were you going to ask, what particular
kind of a taing?

@ Youw said in the Message that some of the sister nations were not
ready to stabilize. Does that mean thet we are?

THE PRESIDENT: do not think I need to e;aborata on the language at

all. It ies perfectly clear and speaks for itself,
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Q Mr. President, do the other Messages make specific recommendations?

THE PRESIDENT: i haren'ﬁ-any schedule at all., I don't know. There
will be, of course, during the course of the sgssion, other mes-
sages, I don't think that{I wiil adopt the attitude of sending
a message up'on every specific subject. Some of the legislation
will prohqply originate in committees. In other words, there will
be a pretty close liaison between the White House and t;a committees
and ther; will be substantial agreement. A good meny things will
not be -~ will not take the form of messages tB_Gnngreas at all,
There probably will be a messsge, as I said the other day, on

tariffs but there isn't any regular schedule of messages or even

a determination of what things will teke the form of messages and

whet won't.

G Tentatively again, isn't every nation goinz to stabilize if it could
name the parity ligures?

THE PRESIDEHT: If it could néme its own figure?' I don't Know. I
think you had befter use this -- I suppose you can use it as back-
ground. There are a good many nations whose entire financial set-

up is so weak that it makes it ewfully difficult for them to do

anything -- unbalanced budé;ts,fthings of that kind. It is a

little bit as if fﬂu and Stevie and I were to agpee to enter into

1

a partnership and each put in $100,000. (Laughter) And then you
and I were to discover thut ﬁhile Stevie had {100,000., he was
living away beyond his means. (Laughter) Well, the chances are
that you and I would go ahead without Stevie and thet is a per-
féctly good illustration of one of thé international problems re-

lating to permenent stebilization.
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You will notice t?ﬂt'ﬂhﬂh I used the word ;it;bilizhtiun.'
I also used the word "permanent" which ig a very different thing
than “tamparurr"nnd also the term "world-wide." in nih!r words,
we are looking a long ways or to th& timu when we can get it

world-wide. .

Q Are there any countries thet just want to stay away from stabiliza-
‘tion end stay away from gold and go on a managed currency entirely? )

THE PRESIDENT: For inétance. Sweden has a wmanaged currency today.

R Would Sweden have preferred to stay away?

THE PRESIDENT: Great Britain has a managed” currency. F

Q@ And there is some sentiment toward keeping it that way?

THE PRESfﬁEHIg_ Yes.

) Q Would you suggest thet the N.R.4. be made permanent at this session |

of the Congress?

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

(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 verw'car;fully said that

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

that certain objectives and pu;poses'must not-only be made perma-

\
nent but are permanent. They are just there. The people who are

-l
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kicking, they are just cpt of luck,

Q' Mr. President, in.£ha Interstate Commerce Commission,-in the matter
of the appointment of the successor of Brainerd (Mr. Ezra Brainerd,
Jr.), has that matter been taken up?

THU PRESIDENT: I have not hed time to take it up at all. Probably

f

the vacancies on the R.F.C. won't be filled., I heve to reappoint
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the Board of the R.F.C. I think on the sixteenth of January, sbout
then, and I will fill the two vacancies. There is one (now) and
of course Mr. Couch (Mr. Harvey Couch) is going off until that
time. | |
Q In your discussion of your Message, ; guess we are bound to keep
that until it is released?

5 THE PRESIDENT: Oh, I think so. You will have to keep this %alk of the
Message until it‘is actually delivered. Don't put anything on the
wire until then.

QR Don't tell anything about my hundred thousand dollars?
THE PRESIDENT: No. (Laughter) Right, stout fellow.
Q (Mr. Stephenson) Thenk you, Mr. President.

@ Have you discussed this matter of retiring submarginal lands?

THE PRESIDENT: Somebody wrote the story way back sometime during the
summer when we announced the policy that for every acre we would

put in by reclamation we would take out an equivelent number of

acres that would produce the seme crops. It is a perfectly dpfi-

nite policy end has been for months.
el

% Thenk you, lir. President.
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THE PRESIDENT: Well, Gentlemen of the.Sanata, (laughter) I am sorry
Lew Douglas is not here but lMrs. Douglas is not well up in New
York and Lew had to go up this afternoon, so I haven't enybody to
explain the details and I Ho not believe I can. I will do the
best I can. I think I can talk ebout the high spots of the Budget
[Hassage but when it comes down to details you will have to dig into
the figures yourselves, as I will have to disPEnsa with Lew Douglas.

By the way, please note that the confidential release means
"when delivered to the Houses," which will be, I take it, at the
opening of the session tﬁmorruw morning. They will be there at
that time, anyway, so when they are handed in at the desk at the
Senate and Hbusé, either one, let it go.

In regard to the llessage, I suppose if I were writing your
.atcrias for you, I Jauld say it ;s the most brutally frank Budget

, Message ever sent in. In other wnr&s, I am not mincing words or
trying to hide anything. However, and this is going to be awfully
hard for you to write, there isn't a single figure in tﬁis, except
ahaut?iﬁﬂllion_dollara in-regard to 'this year's Budgeﬁ“:- this
ygar's financial operations of the Government -- that you people
have not been in possession of since the sixteenth of June 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

*

of you could have added them up. So I hope you will make it per-

fectly clear that what may appear in this particular fiscal year's
. ~
) -~
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figures as being perhaps a bit of a shock is your fault and not
;dna because, when you come down to it -~ let me give you a little
philosophy in Budget-making -- a legislative body suthorizes ap-
propriations. From that moment on the authorized appropriation
becomes a contingent liability. It may not be spent but it may
be spent. It may not all be spéﬁt this year, some of it may be
spent next year and some of it the year after; on the other hand,
all of it may be spent this year, therefore it is a contingent
liability.

Now, the authorizations of the last session of the last Con-
gress, in other words, the Congress that went out on the fourth
of March last, plus the authorizations of the special session,
made it perfectly clear that we might very easily spend this cur-
rent fiscal year that we are in now {10,000,000,000. Koy you
ask, "How do you arrive at that figure?" Turn to page -- at the
bottom of page V. It shows that we expect to spend -- to spend,
mind you; thnere is all the difference in the world between expen-
diture and appropriation -- we expect to spend §9,403,000,000.

Turn over to the next page and that is itemized in that table
into two main headings: for the geuerallexpenSEs of the Govern-
ment, 3,045,000,000., snd for emargepuy_expenses, $9,403,000,000.
(There was - slight pause.) Noéw,'thﬁt §9,403,000,000. might have ' -
been a great deal bigger.

% You mean §6,357,000,000.7

Q You mean six billion --

> THE PRESIDENT: (interposing) I mean nine billions, the total of the

figures. The total figures will be, as far as we can tell now,

T e e e . Rt S i
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@ Io you know what the emergency expenditures are?
THE PRESIDENT: I have not got it.

Q@ Do you know whether the Government could spend money as fast as

$9,403,000,000.

Now, I say, that should not be a shock. First, there 1:Iu
whole lot of stuff that has not been authorized by the Congress,
has not been spent and is not going to be spent this fiscal year.
For example, the total appropriations for public works, which
were $3,300,000,000., we only have gone in for §1,677,000,000.

Ve might, if we had allocated it differently, spend the whole
$j,300,DGD,UDD. In the same way, on R.F.C., that big item,
£3,969,000,000., Jésse Jones might ﬁa?e obligated the Government
for the total amount. As I remember it, that is about y150,000,000.
shy of what he could have spent or obligated the Government for --
what he could have spent this fiscal year. Therefore, and I am
taking the.offensive here -- therefore, if you people had. only
added up figures that were in your possession on the sixteenth

day of June, you could have fig?IEd very, very easily that thé‘
expendi?ures during this fiscaltyear could have run beyond

+10,000,000,000, So, do not blame me for springing things on you.

(.

shown in here? People have added figures and concluded a defiecit
between four and five billion dollars, reckoning that the Govern-

ment could not spend money faster then that, even with C.C.C. and ==

. THE PRESIDENT: (interposing) In the first place, this emergency list

of $6,357,000,000. is made up by taking the lowest estimete of what

each one of these agencies expects to spend. Their estimates that

they think they cen spend are higher than these. We are taking the
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lowest.
Q Ke added i% up to $5,000,000,000. and I cut it and said it was
- $4,000,000,000.

THE PRESIDEHf: Well, for exsmple, nobody on the sixteenth of June had
fha foggiest idea as to how much of the Public Works money could
be spent before the first of July next, 1934. If we had not reached
it the way we had, if we had Just approved every application from
every state end community all through the country, we would have
spent it and a great degl besides. But it was available for ex-
penditure and the actual rate of expenditure depended on the admin-
istrative methods for spending it. That amount of {9,000,000,000.
does not represent nearly what we could have spent under author-
izations that were all completed on the sixteenth day of June.

Thet is the point I want to make. Tneéefare, there should not be
anything surprising in the figures for this fiscal year.

@ Is direct relief in here?

THF. PRESIDENT: Yes,

Q Under Public Works?

THE PRESIDENT: As I remember it -- now you\ére getting me down to de-
tails -- as I remember i¥, part of the relief money came from fhe
R.F,C, and §400,000,000. of the C.W.A. came from Public Works. Am
I.right on thet? I think thet is right.

W, Carrying on this question of how fast the money can be spent, I
thiﬁk the Treusury's last statement showed that the R.F.C. spent
$6DQ,DDD,DUU. in the first six months. This rigufe would ﬁean
that in the coming six months they would have to spend five timés

that amount. Is there any expansion in the R.F.C, activities which

e g g ey —




would enable them to do that?

THE PRESIDENT: I think that means they have spent 600 millions more
than their receipts. 3 |

Q@ This is not a net figure then?

THE EFESIDEMT: No, this is a gross figure.

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

THE PRESIDENT: I think that is in here 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 §1,166,000,000, "shown in & subsequent table herein,"
Vhere is'fﬁat.faﬂié? I have not found it.

THE PRESIDENT: Maybe it is in the big book.

¥R, EARLY: That is where I think it is.

THE PRESIDENT: I think it is in the big book.

Q@ Mr. President, just tc¢ cleer this up, this §9,403,000,000. is the

figure you actuslly expect to reach in this fisesl year?

THL PRESIDENT: Yes, the total expenditure.

€ That is exclusive of the things that mey be spent but that sre not K

going to be spent? .

TIT PRESIDENT: Yes,

Q Otherwise it would have totaled ten billions plus?

THE PRESIDENT:  And most of them, if ot all, sppear in next year's
Budget. For instance, the firet.item, page VII, (under emergency
expenditures) is for Public works, {1,089,000,000. Now, that is
all monies spproprieted before the sixteenth of June last, end
there will still be some money out of the {3,300,000,000. that

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




B4 == 6

Triborough Bridge in New York and the building of Government ships

and items of that kind will take three years to complete.

Then on page VI, the next paragraph below the table, the es-
timated receipts for the fiscal year are .3,259,000,000. Those,
of course, are very distinctly better than we had any idea of last
apfing. In other words, taxes have been coming in in better shape
during the last six months than we had enticipated. Then, leaving
out certain additional expenditures over 1934, (reading from 1935
Budget)

"On this basis, including, however, certain

additional expenditures for 1934 which are not in-

cluded in the Budget estimates but which I believe

to be necessary and amounting to $1,166,000,000 as

shovn in a subsequent table herein --"

Where that subsequent table is I do not kxnow. I can deseribe it
to you. Those asre amounts which we believe we have to get appro-
prietions for very soon from the Congress, I mean within the next
month, in order to carry us through on certain operations that
are undér vway, =ll of it to be spent before the first of July.
The principal item is the one we talked about the other day for
contionuing the C.%.A., In other words, we only have enough money
to run the C.W.A. until the fifﬁeenth of February snd we believe
- that these four million people who are on the rolls of C.W.A.
ought to be given work up to warm weather which, on the average
of the country -- we set the date as of the fifteenth of April.
That means providing the money for four million people for two
months longer. That will come, as I remember it the last time

they wrote the figures, to about $400,000,000. Then there are

certain other items; I think there are four or five of them. There
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is money needed for the Home Loan Bank building, for Farm Credit

which is muatlf; as I remenber it, not dirent loaning for farm
credit on farms but is to teke up the olderhéinancing of the land
banks, the Federal Land Banks, I remember it, which is 100 or
150 million dollars. There are sdyeral items of that kind to put
the pra;ious legislation into full effect and it totals
$1,166,000,000.

Q That will bring the total expenditures for tais fiscal year to
+10, 500,000,000.?

THe PRESIDENT: $10,569,000,000., yes == no, no; on this basis, includ-
ing, however -- we are wrong there -- including, however, certain
edditionel expenditures for 1934 to the ﬁune of ©1,146,000,000.
as shown in a subseguent table, the excess of expenditures over
receipts is §£7,309,000,000. Ulow taut figure is srrived at -- you
have it right -- the expenditures of 39,403,000,000. less the in-
come of 43,259,000,000., plus the new expenditure of §1,166,000,000, ==

right?

:rl_, YES, sir. .
@ Bat the gross expenditures will be over §10,000,000,000,7

THE PRISIDENT: Yes. On the basis of these estimates the total debt,

" in the strict qc;:e of the term, at the expiration of this fiscal

..year -- in otherpwords, the.aebit side of the Government balance
sheet -- will therefore amount to approximately {29,847,000,000.,
or an indrease as shown above of §7,309,000,000. (Reading)

"However, as ageinst this increase in the
total debt figure, it is right to point out that
the various governmentsl agencies have loans out-
standing with a book value of £3,558,516,189 against
which collatersl or assets have been pledged.




"In order to make clear to the Congress what
our borrowing problem is for the next 6 months,
permit me to remind you that we shall have to bor-
row approximately 6 billion dollars of new money
and, in addition, 4 billion dollars to meet matur-
1tiaa of a like amount.” —

I do not think there is any question of the authority of the Gov-
ernment to borrow that amount‘hr money for the next six months in
view of the subsequent pages in this Budget lMessage, in other

words, the proposals for the next two fiscal years.

Q This credit side of the ledger, this %3,558,000,000., sgainst which

collateral or assets have been pledged, does that include the Pub-
lic Works loans alresdy made, or does it include the R.F.C. loans

to banks?

THE PRESICENT: T could not tell you except -- and this, I must tell

you, is part guess on my part -- I do not think that includes any
of the Public Works losns except where the collateral is &ctuall§
in the Government possession at this time, and thet is only a very
small percentage of tde allotments that have been made to self-
sustaining public works. In other words, s great deal of it, as
you know, is in process of the actual signing up of the contracts
with the municipalitiés and the delivery of the certificates of
indebtedness or bonds or whatever it may be. ﬁctuali&, this figure

r $3,558,000,000, is & very conservative figure. It prchablﬁ runs
a good deal more than that end, in these figures, it is also fair
to say that of the rigures on the expénditufes, as I said, we have
taken the maximum. | :

Of course we all know that probably a good deal of this will

not be spent this fiscal year but I em teking the worst side of
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expenditures and the same wey on the income side, the revenue end,
I em teking the lowest figure that anybody has estimated. I do
not went to make the mistake that has been made on certain previous
occasions you are all familiar with.

Q Is there any estimate here on the amount of the processing taxes you
were able to collect? I have not been able to find it. On page
VI there is an item, "Agricultural Adjustment Administration,
$lﬂj,090,ﬂﬂﬂ.“ but I have not been able to find any éstimate of
the processing tax.

THE PRECIDENT: I think they were left out on both sides. There is
something about processing taxes a little later on.

@ Mr. President, on page 21 of the Secretary of the Treasury's Annual
Report, the increasse in the 1934 estimates makes it (the excess
of expenditures over receipts) {6,141,000,000. and the inerease
in the public debt to {28,679,000,000. I do not quite understand
how you reconcile that with the Budget figures, which are more
than a billin£ dollers higher. Is that because the figure
$1,166,000,000. is not taken into account?

THL PRESIDENT: I guess so. See if it checks.

Q it does not quite, to the extent of 30 or Antmillion dollars.,

THE PRESIDENT: Well, what is that between friends? (Laughter) I guess
that is it. Of course when fhet rebort of the Secretarv of the
Tr;asury was made, he did not knmow about my §1,146,000,000.

4 1 see. "

€ Mr. President, on page VIII cen you breex down that $2,000,000,000.

for the next fiscel year that you are going to ask for?

THE PRESIDENT: Let me come to that. On the top of page VII you take




up the fiscal year 193i.

Q Mr. President, just one more question before we go on. This sounds
very s8illy: Why is it that the expenditures of this fiscal year,

which ends June thirtieth, are teken up in this Budget report? I

thought this Budget report dealt with the fiscal year 1934 and
1935.

THE PRESIDENT: Because, in dealing wiﬁh the fiscal yeﬁr 1934-5, I have
got to tell the country how we started off on the first of July,
1924 If I were to tell the country thet we started off on the
first of July, 1934, with sn estimeted public debt of
%29,847,000,000., without explanation, it would have been pretty
bad.

low, the fiscal yesr 1935. (Reading)

"The Budget estimates of expenditures, exclu-

sive of debt retirement of {525,7632,800 and exclu-

sive also of such sum as msy be necessary for new

and extraordinary recovery purposes, for the fisecal

year ending June 30, 1935 amount to §3,960,798,700."

On the expenditures for the fiscal year ending June 30, 1935,
under genersl expenditures, we have for Departmental, Legislative
and independent establishments the total amount of ¢3,237,000,000.

Then, under emergency expenditures, we have-the Public Works
Adninistration, él,ba9;5un,oan. already apﬁrapriated for; the
Agricultural Adjustment Administration, $5,000,000., which has
already been obligated; Emergency conservation work, 365,000,000.;

the R.F.C., ¥480,000,000., which is the excess of credits and you

will therefore deduct it; the Tennessee Valley Authority,

§31,000,000,, which is the balance of the §50,000,000. appropriated

to them, already authorized but not expended; and Federal Land
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Banks, $12,650,000., making the total for the year, not counting
any new emergency expenditures, of §3,960,000,000. (Reading)
"It will be noted that many of these items

such as public works fall under appropriations
made in 1933, the actual expenditures not taking

. place until after June 30, 1934. (For details of
above expenditures see Budget Statement No. 3,
table A.)

"The above figures do not include additionmal
loans by the Reconstruction Finance Corporation.
If its loaning authority is extended beyond June
30, 1934, it is contemplated that any additional
loans by it would thereafter be taken from the new
3:?“&&ditiunal recovery fund hereinafter referred
In other words, what we have done there is in our figures of re-
ceipts and expenditures of the R.F.C., we close 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 nswr}ear:will come out of new appropriations.
Q¢ Doesn't their lending power expire this January? Don't you haéé to
have it extended to June thirtieth?
THE PRESIDENT: Part of it does snd part does not. I think some of it
. does have to be extended. ?
Now, as against that figure of total astimayed expenditufes,
we get estimated receipfﬁffur the next fiscal year, exclusive of .
foreign debt payments and, by the way, that does not mean that we
have abandoned assking and frying to get foreign debt payments --
and éf increased revenue flowing from amendments to the.exiating
revenue law, amounting to §3,974,000,000. (Reading)
"Therefore, exclusive of debt retirement, these

Budget estimates for the next fiscal year show a
small surplus of $13,866,779. But it must be borne

in mind that this surplue does not include any ad-
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ditional izpanditures for extraordinary recovery
purposes,™

\ So you might fairly say that, exclusive of those two, exclusive
of foreign debt, liquor taxes ﬁfd increased revenue from tighten-
| ing up on the existing law, on the credit side of the ledger, we
would have a surplus for the next fiscal year of §13,000,000.,
without counting any new appropriations towards recovery.
Then I go on: (Reading)
"It is clear that the necessity for relief
and recovery will still be with ys during the year
1934-35. Additional relief funds will be necessary.
’ Further needs of the country prohibit the abrupt
(j) 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 an
amount."
That 1is the answer to your question: (Reading)
"It is my best judgment at this time that a total
appropriation of not to exceed 2 billion dollars
will, with the expenditures still to be made next
year out of existing appropriations, be sufficient.

"I shall therefore ask the Congress for appro-
priations aspproximating 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

1 ask you. for ﬁE,UDU,DDp,GDD. and I don't care, it is up to you
gentlemen on the Hill, as to how you are going to pass that
$2,000,000,000. You ¢an either give it to me as a lump sum, or,
if you prefer, you can itemize it according to the best informa-
tion and recommendations I can give you at the present time in re-

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

will give me the authority to shift amounts from one item to

another as may be needed."
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Now, roughly speaking, -- I do not see that there is any
rnnunn'why I should not tell you now, this is very general -- as
to the itemizing, and it gives a pretty good example too, take
the question of relief for next winter: nabﬁdy knows what that
will run to. Ve cannot tell until we know the conditions next
fall. We do not believe that we eaﬁ cut off Federal assistance
to fhe states or municipalities altogether. Ve do not think there
is a possibility of that. We think it may run a minimum around
$300,000,000.; we think it may run & maximum of §£00,000,000.,
but we cannot tell in betwéen 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 dollars."™ When the time comes, it may be less or it
might be more.

Another.item, public works, ought to have some leeway again.,
we have the carryover of a little over a billion dollars to spend
next year but tiere will undoubtedly be certein projects which
ought to go on, both because of their own merit-an& also in order

not to chop off the work in sny given locality. Wwe probably ought
L

There egain, I could not tell on the second day of Jaﬁuary exactly

what the situation would be, or even on the first day of July, and
I would put down as & rough figure {500,000,000. for public works.

Then, the thirﬁ major item relates to the R.F.C. There prob-
ably will be, next year, certain necessities for Government lend-
ing, which 1is very difficult to forecast at the present time. It

may be necessary to use some additional Public Works -- R.F.O.
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money, for example to help out weak banks, for the purchase of
the assets of banks. It may be necessary or advisable for the
R.F.C. to take care of certain other financing that has not been
cleared up yet and probably -- I think probably you hed better
treat this as off the record because we do not want to scare
people -- we may need, when we come down to it, certain financing
for building and loan associations. There is no legislation to
take care of it. We may be able to work it out this year, before
the first of July. After all, we have insured the savings banks
and all the other banks and even the ﬂorria‘Plén Bank that came
in yesterday, and some of the building and loan associations tE33
are used for the investment of savings may need the same kind of
assistance we have given to other savings institutions. I would
rather you did not say anything about it because it may cause a
run on building and loan associations. Take another instance:
The insurance company problem is & good deel better than it was
because, now that the fuss is over, you and I can talk privately
among ourselves and admit that last liarch there yas not a solvent
insurance company in theIUnjted States. The Federal Government
has never gone into the insurance field in any wny. It has always
been a state matter. ke maf peéd to‘gtrengthen éome of the in-
surance companies next fall. Illot that they are not today techni-
cally solvent, all of them. Then some of the mortgage guarantee
companies, which have spread an enormous voluwne of securities --
guarantee mortgages -- out through some of the larger centers of
the country, we may need to do some financing on some of those.

Therefore, I am putting in §500,000,000. for the R.E.C.

FIN | ! e
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That brings you to $1,600,000,000., those three items,
§600,000,000. rur.';‘eliaf, 500,000,000, for R.F.C., $500,00c§.000.
for public works, which is §1,600,000,000. Then §300,000,000. for -
the Civilian Conservation ﬂnrgu, because I am going to recommend
that that go through enother year. That is §1,900,000,000. The

s last $100,000,000., I have forgotten now, but I think it is Farm
Credit and hbmﬂ Loan. But, as I say, I want to have -- I have
asked Congress to give me auth&rity to shift from one item to the
other as may be necessary, at least until Congress meets next
January. |

€ Will the N.R.A, additional expenditures come out oflPublic works?

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

I think I have allocated enough out of Public Viorks already to
tide them over to the end of their legal life. ¥

¢ Did the off-the-record apply to the mortgage guarantee companies
only?

THE PRESIDENT: I would mske it apply to the building and loan and in-
surance and mortgage guarantee, all three. You might call it the
emergency needs of the H.F.C.

@ That mortgage guarantee has already beeﬁ done to a small extent?

THE PRESIDENT: Yes, but we are not authf the woods on it, yet., (Reading)

ﬂrﬁis amount is not included in the Budget
estimates. If appropriated and expended, therefore,
it will change the small estimated surplus of 13
million dollars into a debt increase of nearly 2
billion dollars. It is only fair, of course, to
say that such a debt increase would be partially

offeet by loans made against collateral and assets
pledged."

That would be so in the case of R.F.C. and Public Vorks. (Raading]

'

\




"Therefore, the total debt: if increased by
the sum of 2 billion dollars during the fiscal year
1935, would amount to approximately $3l,834,000,000.
on June 30, 1935."

Then come what is really these two things, which amount to the
most important part of the Budget Message from the point of view
of putting the 1id on unlimited Government expenditures. (Reading)

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

That really is the most significant phrase in the entire Message.
(Reading)

"Furthermore, the Government during the balance =
of this calendar year should plan to bring its

1936 expenditures, including recovery and relief,

witgin-the revenues expected in the fiscal year

193 |“

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

during the balance of this year to bring in a Budget next year
P

that will be absolutely balenced and with no deficit in it. In
other words, a Budget that will include recovery and relief as

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

by revenue. (Reading)

"Let me put it another way: The excess of
~— expenditures over receipts during this fiscal year —
amounts to over 7 billion dollars. ALy estimstes
for the coming fiscal year show an excess of ex-
" penditures over receipts of 2 billion dollars. We
should plan to have a definitely balanced Budget
for the third year of recovery and from that time
on seek a continuing seduction of the national debt.™

Q Mr. President, reverting to tha_tupfparagraph of the pege, you leave

AT T

out liquor taxes. Are you saying that the liquor taxes will take

care of such appropriations as Congress will make which you are




not contemplating? = -
THE PRESIDENT: I em not telking about those they are not contemplating

at all. But we certainly will get quite an additional sum, as far
as any human being can icll, from the liquor texes and the tighten-
ing up on the income tﬁzun, et cetera, yes.

Q You speak of that (the continuing reduction of the national debt)
from that time on. Is there to be any snnusl debt retirement in
the intervel?

THE PRESIDENT: That is just what I talked about. I said, "Why don't
you put aebt retirement down?" DBut, what is the use if you are
borrowing more than your debt retirement; why not leaye it out?

We couih very'easily put debt ;;tirement in and borrow that much
more but, 8 long ms you are running a deficit, it is simpler this
way .

Q Later-on in this Message you indicate that the revenues from these
sources, liquor snd income taxes, will amount in a few years to
approximately $400,000,000. and nowhere in the Budget does that
show as an offset. If the estimates of revenue from that source
prove souﬁh, would that mean that the deficit in two years will
be approximately §400,000,000. less?

THE ‘PRESIDENT: Yes but, o; course, I cannot take cognizance of that
because thet is up to Congress. -

& Are we not asbating some taxes, those taxes that were 1e%1ed for the
emergency?

THE PRESIDENT: Yes, they do not appear in this.

Q@ Therefore the liquor tax 15 to take the place of those sources of

revenue, is it not?
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THE PRESIDENT: As I remember it, we abated sbout $110,000,000. worth

of taxes --

Q (interposing) $£227,000,000.

Q (by a representative of the Budget Bureau) It was £220,000,000.

THE PRESIDENT: Was it $220,000,000. that went out?

Q (by a representative of the Budget Bureau) Yes, thet was the carry-
.1ng chaxge on the §3,300,000,000.

Q By in&fﬂaaad taxes you mean all over §1.10?

THE PRESIDENT: All over $1.10, end I can tell you tﬁgt the gentlemen
from the Hill, whaﬁ I read this the night before last and showed
them that I was only estimating $50,000,000. on that, they said,
"You are way low."™ I said, "It is up to you gentlemen." So that
might come way up.

@ You are not including any new taxes on new tex legislation passed
this Congress? |

THE PRESIDENT: No.

¢ On this §2,000,000,000. emergency end recovery fund you asked for
in this 1935, either in a lump sum or specified, plus these points
you make about the total public debt, em I right in assuming that

your poliey or intention is to slough off these public works or

emergency activities == ?

\

THE fREEIDENT: (intgrposing} I aéid today in the lMessage to Gnngress,.
in a nutshell, that we are engaged in -- you might almost call it
rebuilding the face of the country and thet it will be, eventually,
a nationasl plan. You take, for example, the Missouri River or the

Arkenses River or the Upper Mississippi: what we are doing out of

Public Works is some of the obvious work at the major places, some
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of these big dems. FEventually, es we go through with the entire
plenning which, in the case of a river watershed, might run eny-
where up to twenty~five or forty years, my thought is that by
another year and a half we will have those plans pretty well na-
tionelized so that there will be a2 complete national picture and
that we will proceed on them at a rather definite yearly rate with
the object of getting back as much as we can of that finencing,
knowing at the same time that we are increasing general national
values, even if it does not come back to the Treasury, very largely
and doing it in an orderly way and, es we are doing it, paying for

it out of current revenues. In other words, putting it, ss far

Ll

as national plenning goes, on a pay-as-you-go basis. These Public

Works programs are teking care of some of the larger projects first.
What I would like to see -- and this is an expression of what

I hope will happen in another year and a half -- is that we will
definitely advocate, ss a national policy, the expending of
$£500,000,000. & vear to restore the face of nature and that will
be paid for, not out of bond issues but out of current revenues.

Q@ What I had in mind was a certain school of thought which advocates
vast housing undertekings, not slum clearings but housing, some-

thing albng the lines done in Fngland or Germeny, s a measure for
+

‘restoring the economic structure. That probably is not included
in this plan. \ ;

THE PRESIDENT: DNo. It involves a great many difficulties. Of course
I have belonged to the school of thought that says we ought to

clean out our slums but it is pretty obscure as to how we are going

to do it and nobody has yet, not even Brother Sprague, has come
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forward with a practical method of doing it. The simplest illus-
tration I know of is that on the East Side of New York, in those
worst slum areas, there are probably two or three hundred thousand
human beings living in rooms that cost §5. per room per month.
Now, those families, most of them foreigners, cannot afford to pay
more than that and I do not yet understand the method of tearing
down those buildings snd putting up new buildings that will cost
$11, or $12, per room per month because those unfortunate human
beings cannot afford that rent.

A lot of people say, "Move them out into the extreme limits
of Qﬁéans County." DNow, that presupposes that we can probably
provide it for them ﬁt $5. # month and that also presupposes that
they have the carfare to get them in to where they work or the
transportation facilities. It means building a new subway. It
is a very difficult problem,

This is strictly off the record: Brother Sprague, the last
time he came in to see me, the last time I went to liarm Springs,

I said, "ﬁ;ofesaor, heve you any real solution?"™ He said, "I have.
Start immediately and spénd $4,000,000,000. for suburban h&using."
I said, "Where?" "Everywhere." I said, "Let us see: Take the
_towna I know. Take Poughkeepsie: There are about 200 vacant sub-
urban houses that you could pick up for a song today. Very nice.
Teke Atlanta, Georgias; Columbus, Georgia; Albany, New York. It )
is the same story in the Middle West and the same story, largely,
in New England. It would be fine to spend §4,000,000,000., but you

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

not afford to live in your type of house.™
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It 18 a very diffioult problem and I do not know the snswer
to it.

Q¢ In lifting the face of His; America, is it still the same thought
to give the St. Lawrence a dip in the cosmetic bags? (Laughter)

(The President indicated tﬁa affirmative,)

@ Mr, President, talking sbout the emergency expanditﬁras whiech will
expire in 1935, do you think that recovery will have been restored
by then to normality?

THE PRESIDEN}: I would not say normeslity or normalcy. I hope we won't
have to have large recovery expenditures after that.

Q They are mqstly 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 during that year?

THE PREEIDEHT: Of course 1t is anybody's guess. In s nutshell, what
we are doing is tapering off from the {7,000,000,000. this year
to the §2,000,000,000. next year, which {$2,000,000,000. includes

-wall over a billion dollers slready suthorized, and then, the

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

have been talking eabout for the genersl rebuilding of the face of

nature. .

\ w
Q@ That is what you meant s little while ago whenlyau said there would

not be any question about the ability of the Government to borrow

$10,000,000,000. in the next few months in view of the subsequent
s )

pages?
THE PRESIDENT: Yes. (Reading)

"This excess of expenditures over revenues




b ekl 1 e i
Y Mgl L p— i ’
£ - = - _ e 3 TRy - = 1
- B L
1 ; e

emounting to over 9 billion dollars during 2 fis-
cal years has been rendered necessary to bring the
country to a sound condition after the unexampled
crisis which we encountered last spring. It is a

large amount, but the immeasurable benefits Justity
the cost.”

The nature of the table on page IX, I do not understend it myself —-

(laughter) it shows the estimate for those past years, based on

some kind of an index, and the expected rise in Government receipts
on an index basis. Quite a lot gf the Treasury people figure a
good deal higher than this. We are taking the most conservative Nt
estimates made by the Treasury.

Then you come down to appropriations. (Reading)

"The Budget estimates of appropriations for
1935, exclusive of Agricultural Adjustment Admin-
istration benefit payments and refunds of processing
taxes, but inclusive of all other appropriations
for regular departments and independent establish-
ments including interest on the debt and debt re-
tirement are {2,980,293,833.60. Vhen compared with
Budget estimates 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 is the net measure, as I under-
stand i1t from Douglas, a net measure of the savings we have made
in the Epst of running the regular Government. '

' Next we Have taxes: (Reading)

"The estimates of receipts take no account of
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 come before Congress as yet,
no accurate estimate can be made of their yield.
However; if as proposed by the Conmittee of Ways -
and Means, the tex on distilled spirits is increased
from $1.10 a gallon to §2 a gallon, and the rates
of tax on wines are also increased, the estimated
revenue would be increased by approximstely §$50,000,000, --"

;]




and, as I told you, the members of the House and Senate say ti

will probably be a good deal more than that -- (reading)

"-- assuming that consumption is not affected by
additional gallonage taxes imposed by the States.”

Thet is a gentle hint they should not make liquor too expensive.
(Reading)

"Considerable additional revenue can also be secured
from administrative changes in the income-tax law,
which may amount to as much as §$150,000,000 for a
full year.

"The estimates for the Post Office Department
are predicated upon e continuation of the 3-cent
postal rate for 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 economy legislative provisions which I ask
to be enacted and which are appended hereto. The
mpst important is that having to do with reduction
of compensation of 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 ﬂthe? words, one-third of the fifteen per cent on the
rirét of July is mandstory and the other ten per cent will remain,
as it is, discretionary ﬁapandiné on the cost of living figures
of the Department of Labor. {R;ading] | _ | i

"It is eminently fair that, the cost of living
having fallen as compared with 1928, the employees
of the Government sustain some reduction in com-
pensation. This is not inconsistent with our
policy of advocating an increase in wages in in-
dustry. For wages there had fallen far beyond any
reduction contemplated for Federal employees and
in most grades are even now substantially below

compensation paid Federal employees under the maxi-
mum reduction of 15 puru-nt.




'hnng the legislative provisions appended
hereto is one prohibiting automatic increeses in
compensation except in the Army, Navy, and Marine
Corps. The personnel of these three services are
engaged in a life service to their country. Some,
by reason of the pay freezes, have sustained re-
duction in compensation of more than 25 percent."

As 1 understand it, if you get promoted you do not get the addi-
tional compensation that goes with the promotion. (Reading)
"They are, therefore, in a different category from
those in other governmental agencies. They should,
in 1935, be released from the restrictions on auto-

matic increases in compensation.

"CONTROL"

And this is quite an important piece of news. Listen: (Resding)

"Up to now there has been no coordinated con-
trol over emergency expenditures. Today, by Ex-
7 ecutive order, I have imposed that necessary control
ir the Bureau of the Budget.

"Heretofore, emergency expenditures have not
been subject to audit by the Comptroller General
of the General Accounting Office. Today I am, by
Executive order, reposing in him the authority to
conduct such an audit and to continue to audit each
such expenditure, Iereafter, therefore, just as
in the departmentsl expenditures, there will be,
ir emergency expenditures, a pre-Budget and a post
audit.”

And so, it puts the spending of money by all these new agencies
‘txactly on the same basis that all the old departments are. You
heve to go tqrthe Director of the Budget .for the ﬁpprovﬁi_nf the

items of expenditures and, after that has been done and the orders

placed, you have to go to the Comptroller Genersl before the money

is actually paid out. (Reading)

"By reason of the fact that the Bureau of the
Budget has had no control in the past over the various
expenditures, obligations, and allotments made by
the emergency organizetions, the task of preparing
the present Budget has been the most difficult one
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since the Budget and Accounting Act went into ef-
fect in 1921. These difficulties, in future years,
will be substantielly minimized by the control
which I have established.

q

-

"It is evident to me, as I am sure it is evi-
dent to you, that powerful forces for recovesy
exist. It is by laying a foundation of confidence
in the present and faith in'the future that the up-
turn which we have so far seen will become cumula-
tive. The cornerstone of this foundation is the
good credit of the Government.

"It is, therefore, not strange nor is it aca-
demic that this credit haes a profound effect upon
the confidence so necessary to permit the new re-
covery to develop into maturity.

"If we maintain the course I have outlined,
we can confidently look forward to cumulative bene-
ficisl forces represented by increased volume of
business, more general profit, grester employment,
a diminution of relief expenditures, larger govern-
mental receipts and repayments, and grester human
happiness.

"FRANKLIN L. ROOSEVELT.
"Januery 3, 1934."
In other words, as we were talking before, through the very
definite Government plan of expenditures in this year whiech will
— '

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

Government plan of reducing that to two billions next year, bal-

ance the Budget the following year and, from that time on, pey

some of the debts. 3
' i
¢ Is there eny thought of changing the present sinking fund require-
ments in connection with the reduction of debts beginnirg in 19367
THh PRESIDENT: Changing them? How?

‘Q It is so very much larger that the present sinking fund would not

teke it down fast enough., Therefore, the sinking fund would have
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to be increased by the next Congrees if they are to guarantee a
reduction in 1936,

THE PRESIDENT: I do not know. I never went into that phase of it at
all. What are the sinking fund raqﬁiramanja for it at the present
time? Fifty-year bessis on the average?

Q About that. It is 2}%.

THE PRESIDENT: Then it is less than fifty years?

Q@ Forty years.

@ It is a cumulative arrangement there.

Q The 2X% is not on the entire debt. There ere peculiar arrangements.
They take the war debt and deduct the emount that Europe owes us
and then set up a sinking fund for the remainder.

THE PRESIDENT: Yes.

d' Iind then, there is & sinking fund in the National Recovery Act.

¢ Are we going to go ahead with the sinking fund for the {3,3200,000,000.?

THE PRESIDENT: Ve ere, in effect. Ve are getting texes to equal a
sinking fund. Of course, as I ssid the other day, it éjes not
make any difference whether you actually put your sinking fund in
aﬁd gdd it to the totel or lesve it out. You get the same total

e

in the long run.

g_jThis reference to taxes seems to indicate that, aside from plugging
up the loopholes in the income tax, that you do not plan additional
legislation. 1Is that a correct inference?

THE PRESIDEHT: I think it is e pretty good inference for this year and
the resson for it is that I am very hopeful that the actual tax

receipts will run a good deal higher than the estimates we have

here. I think it is better to plug the loopholes.rather than get




into a discussion of taxes at this session.

Q Can you give us a concrete and definite illustration of how the new
Aauounfing Office_control is going to work for emergency expendi-
tures? - '

THE PRESIDENT: No. 1, it will mean that all purchases by N.R.A. or
Public Works will have to go ;hrnugh the centralized purchasing
bureau before the money is sﬁa;t. No. 2, on any question of pay,
salaries, et cetera, -- well, as a concrete illustration, before
General Johnson fixes anybody's salary, he will have to go to Lew
Douglas. (Laughter)

Q@ This is not retroactive, is it?

THE PRESIDENT: No; have a heart. (Laughter)

¢ Vould he have to go to General MeCarl or Lew Douglas?

THI, PRESIDENT: IHe will have to go to Lew Douglas in the first instance.
And then, before the check is made out, he has to go to General
HcCérl.

G He is going to have s hard time of it.

¢ They will heve to po through the seme procedure, step by step, that
the old organization went through?

THE PEﬁSIDEHT: Yes. Of course you could not do that during orgauiza;
tion but the time has come vhere we should not exercise the same
pnwérs we heave in thé past. |

Q You do not contemplate any restoration of pay of the Government
people between now and July first?

THE PRESIDENT: You are & little ahead of time. I have not finished

reading the various documents yet.

Q I noticed it has one from July first on.




THE Pmm: Yes.

Q.'Ia the five p&r cent mandatory provision included?

THE PRESIDENT: Yes, it is included in the actual estimates in each
department for pay of personnel. The sdditional ten per cent
restoration does not appear in figures but would be accomplished
through authorizing me to incur é deficit if the cost of living
went up sufficiently. '

@ Does not the £32,900,000,000. for R.F.C. include sbout a billion for
which you have to get new authority?

THE PRESIDINT: You mesan authority from the first of January on?

4 Yes.

Tﬁi PRESIDENT: I think so. In other words, as I understand it, their
total borrowing capesecity is, roughly, $4,000,000,000., and if we
extend their horrowing capacity up to the first of July, they will
be able to loan out sgain certsin payments that will be made, re-

paymente, between now and the first of July so that on the first

of July they will have actuslly losned out prectically all that

they ars authorized to lend out. Is thet right? I think that is
| correct,
Q The effect of the Budget on public works is for carrying out exist-
ing ﬁnmmitménts?_ - ”
THE PRESIPEHT: For carrying out existing commitments and carrying out
a general plan which, &fter that, would be cerried out through cur-

rent revenue.

To avoid any misunderstanding, anything said today is con-

’_ : fidential until the Budget is released tomorrow.




Q@ Is it background?
THE PRESIDENT: Background, except for R.F.C.

Q How about the illustrstion?

THE PRESIDENT: Yes. (Laughter) Stevie (Mr. Stephenson), you would

ask that. (Laughter)

% In the event'that between now and July first you restore to the
Federal employees one or two or three per cent of that cut, what
is the situation after July first? Does that =dd to the five per
cent?

THE PRESIDENT: No; then it depends on the new figures on the first of
July. "

% I still do not thaink you could spend money this fast.

THE PRISIDENT: I hope not. But, as I said, I think we have gone the

limit.
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Q There was s lot this week, Mr, President, but the boys seem anxious
for more. ‘

THE PRESIDENT: Yes., Fred Storm suggests that you are bears for pun-
ishment, that you had en awful lot of news tais week and are Just
coming back for more.

& Wes there any news in the report of the Appropriastion Committee
Chairman? |

THE PRESIDENT: Yo, just telking sbout various aspects of the total
picture and I told them I thought they should live within the
total picture, that I regard it as of very great inportance thet
they should live within the picture; and they ell agreed.

v Have vou received Mr. Peek's report yet?

Tl PRESIDENT: I do not know, I think I have, but I have not read it.

% You camnot tell us whether it recommends the establishment of a for-

eign trading corporation? -

TIE PRESIDERT: T think it does but the thing is only in . very pre-

-

liminary stage yet. We haven't got to the point’of working the

thing out.. As I say, I have not even read it yet.,

C & M. President, have yau.in mind eny recommendations forfthe reform-
ing of N.R.4.7
THE PRESIDENT: No; you mean what we were talking about fha other day?
@ I mesn tﬁat and perhsps there sre some ather‘things such as prevent-
iIng exorbitant profits and,proteuting the consumer,

THE PRESIDENT: No. The only thing thet happened was thet we talked

»

¥
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about the use of the Federal Trede Commission for certain per-

fectly obvious things that they are charged by law to do. In
other words, the theory is this: When you come down to unfair
trade practices, the complainant would go in the first instance
to the N.R.A. organization and the N.R.A. organization would try
to settle the matter, sitting around the table, without formal
proceedings. If, for example, the matter involved let us say a
labor question, it would go to Senator Wagner's labor committee.
If it involved a violation of the Sherman Anti-Trust Law or a

—
similar unfair trade practice within the Jjurisdiction of the Fed-
eral Trede Commission, it would be referred, via me, to the Fed-
eral Trade Conmission for determination;

You see, in that way you get a more or less formal decision
by an existing asgency which is fitted to handle it. But that
dnes not mean that it tskes the jurisdiction sway from the N.R.A.
as the first place to lay your complaint., What we are trying to
do is to handle it on a practical basis -- settle it, if we cen,
around the table end if we cannot settle it then to send it to
the official body for an official ruling.

¢ Tould that take care of the complaint of the little fellows that
they have to bring their complsints before Hhcaée Agthnripy wﬁ?;h
is originally hostile to them?

THE PRESITENT: 1If they felt that fhey Lhad been badly freated by the
Code Authority, the first thing they would do would be to go to
the N.R.A. and that body would try to straighten it out without

formal or court action and then, if they could not straighten it

out, that matter would be referred to the Federal Trade Commission.




Q You spoke of a special board in the N.R.A. that might be set up to

hear these dumplaints?

THE PRESIDENT: No, I don't know what the details will be,

Q Anything new on the Newspaper Code?

THE PRESIDENT: No, I have not looked at it.

Q Any changes contemplated in the child labor provisions?

THE PRESIDENT: I think I am going to make some inquiry sbout it.

G Mr. President, today Secretary Wallace indicated that he is working
out an official solution for the Jurisdiction over the code of
the N.R.A. erd A.A.A.

THE PRESIDENT: I thought that wes done. I did not know it had not
been done,

@ He said 1t ves being done st the tinme.

TIE PRESIDENT: I do not know; I heave not heard a word about it.

@& Have you picked a successor to nenafﬁr wagner?

TEE PRISIDINT: Not.yet.

& Would you say that something in the nature of a trading corporstion
is a good guess?

THE PRESIDENT: I would not guess because, 25 I said, T have not read '
any of the reports, either thelﬂomm;ftee report or Peek's suggested
setup. _

Q Mr. ﬁfesiﬂent, the other day Phillips, Act}ng Secretary of State,
said he was going to refe%ef- eek you sbout & report whieéh he said
was not complete ccncer?iﬂg the Foreign Policy Committee. Can you

discuss that?

- THE PRESIDPNT: I have got three,in that basket, different things, none

of which I have read. One is from the Stete Department and esnother
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this Joint Committee and another from Peek. I do not know what

is in them.
€ May we look today for the COrder on the pay restoration, or part of :
| it? ~ |
THE PRESIDENT: I doubt it. I haven't got to that yet. I have got to

act very soon 6n account of the fifteenth of January checks.

e
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Can you amplify what you seid about your conterence with the Commit-
‘I;ae Chairman? S |

TH:. PRESIDENT: We just talked about verious phases, No news in it.

Going over lots of different kinds of approprietions.

Q@ Znything on the Interstete Comuerce Commission and Mr. Brainerd?

THE PRESIDENT: No, pot yet.

& In view of the amount of money that you recommend for public works

in the year 1925, does that iundicste that you see the end of

publie works alloeations et some definite time? In other words,

the amount is comparatively smsll, £500,000,000.

THE PRECIDENT: Were you there at the Budget discussion?

i lo.
THE PRESIDINT: We took that up et tiu=i time and it is a pretty long

story. The genersl situstion I outlined was this: That, in line
with national planﬁing, Fe would probably, ss a Tedersl Gaver;-_
ment, o ahesd on a very large nafianal plen vhich would take in
all parts of the country, thut is watercheds, etec., with perhaps --
I would hate to call it a 25-year or 50-yesr plar because thet

sounds too nuch like some other country -- & long-range plan for

phblic works. OSuch a plan would, in a sense, take into consicder-

ation the economic end, to a certain extent, a good many social
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features in preventing waste, better lend use, prevention of soil
erosion, prevention of floods, snd so rérth and all the various
elements that go into forestry. The idea of that is that eventu-
ally the National Government would work out & plen by which it
would spend a certain definite amount towards that program every
vear with a definite objective, but that thet amount would be
cared for out of the current ennuesl revenue so that it would not
get the Government intc any more debt. That amount might run four
or five hundred million dollers & year as a perfectly definite
thing.

¢ Nr. Presiaent,_;ill there be any uore new moneg for public works
during this fiscal year, prior to July first?

THEY PRISILFNT: T heve not zot that table. You nmesn within the
$1,166,000,000,7

& Yes, sir.

THL PﬁPSIIm$H% Gosh, T haven't thLe tehle; T do not know,

. That wus not brake; down ir the table.

@ I think you named Civil %orks as one item in thet.

THE PRISIDFNT: Civil Vorks. I cannot remenber the amount, it was
either 350 or 400 millions for Civil Worke. :

(. Cen you tell us something sbout the R.F.C, funds, whet they ere
goirg to ha'u§eﬂ for? |

THE PRESIDENT: Yhich?

Q@ The increased funds for the R.F.C. Fow they sre going to be sllo-
;
cated?
THF PRESIDENT: I think Lew Douglas 1s the only man irn the world who

has the table end he is in New York.

D e e —




Q For the gold poliey, for instence?

THE PRESIDENT: And I think there was en item im there for additionsl
gold purchases but I couldn't tell you the amount.’ fy

Q Was the discussion of the land buying program s part of this general
ﬁian you speak of? Would that be a part of 1t?

THT PRESIDEMI: Yes.

Q@ Was there anything definite arrived at today when Secretéry Wallace
spoke with you?

THT PRIFSIDENT: VWe did not talk sbout thet; we talked about liquor.

| e I tﬁﬁught you talked about the land plan?

THF PRESIDENT: You see, there is nothing new on the land purchase
thing. That was deciced way back August or September, somevhere
along there, \\3

Q What cen you tell us about liguor?

(The Presicent did not answer.)

Q@ What con' you know about liquor? (Laughter)

THE PRLSIDENT: T got & dsrned good storv sbout Scoteh whisky but I
cannot tell you. Go to the British Inbassy end ssk them.

Q Going to be cheaper Scotch?

TEE PRESIDENT: No, less.

@ How about Canadien Ryéé ‘

THE PRECIDENT: Well, we are lettirg quite a lot of thst in. -

Q Have thé British come forward for sny other rejuest for sdditionsl
quota?

THE PRESIDFNT: T wmight tell you this, off the record. I cannot tell
you the results but I can tell you off the record entirely what

the situstion is. We are trying, quite frankly, to get rid of
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certein sgricultural surpluses, especially hog surpluses end butter
surpluses end our good rri.en&s, the British, sre now getticg about
sixty-five per cent of sll1 their hogs and & good part of their
butter from Denmerk end, out of the kindness of their hearts, they
have been allowing us to send in six per cent of their consumption.
They, very generously, bave offered to raise that to seven &nd a
half, and they think it is very generous, but we have not yét de-
cided how much Scoteh whisky we are going to allow in. And, for
the story itself, T am only going tec give you £ lesd =8 to where
to go. Tor the story itself, consult t@f British Imbassy and the
State Department.

@ So there won't be any sisunderstsniing, the Internetionsl News had
it in their story this morning.

TfL PRISIDENT: That is ell right. (Lanchter)

¢ liay we have it =s background or off the record?

THE PRISTDENT: Off tle record, beceuse it is not in my jurisdiction yet.

& Would you esre tc discuss the subjeet of the Frereh wine snd liquor
quuias iz connection with the same thing?

THL PRESITENT: I think thet is all settled up.

& —I thought there were still some metters in connection ﬁith the wire
tuhbe settled? | g

THE PRISIDINT: I, do not know; I had an idea it wes settled up.

" Vhen do you intend to neke your turiff proposuls to the Congress?

THF PRESITINT: Frobably not for some time.

¢ Cen you tell us anything about war debts?

THE PRESIDCENT: About war debts?

¢ Yes.
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THE PRESIDENT: I an‘ going to ‘say something to Congress leter on but I °
do not know when.

Q@ Have you snybody preparing materisl for you on the subject?

THE PRESIDENT: Not for me. I think the Senate passed a Resolution;
they wanted the data from the Treasury Department to be given them,

Q Have you eny specific messsge to ha,aant et en early date for any
specific legislution?

THE PRESIDENT: No. In all probability, .ss background. But only as
a probability, and thet is that rext weex there will be =ome kind
of a reconmendation -- I.don't know whether = unessage or a letter
to the Commitiee -- in relation to the Farm Credit Administration
bonds.

¥hat I woul@ like to do it to consolicate the gains we have

already made. You know, last spricg we actuslly took nine money-
lending orgenizations and put them together in the Farm Credit Ad-
ninistration. low, the lest special session euthorized them to
issue up to two hillinn dollars in bonds, on which the Government
gueranteed the interest but not the principel. Now the questi;n
comes up as to whether we shoul% not be honest snd face the fact.

. -
The fact is thet the public ‘and the Congress at some future date,

in cese these bonds, the principal nf these bonds, showed a slight
deficiency, the public and the Congress would undoubtedly feel
that it wes & morsl obligation on the part of the Covernnent to
make good that deficliency.

There is = very interesting parallel on that. In the State
of New York and & number of other stuteﬁ,‘the stete governments

creeted what they called authorities or quasi-public corporations

b




affecting some particuler district. These authorities are run by

individuals who are named by the state governor end they market
out their own securities. They are quaai-publié-only in the sense
that they are created by the state and the stete runs them through
its own appointee.

Two or three years ago there was in the State of New York
whet wes called a river-regulating dietrict that had been so created
to prevent floods in ome of the tributaries to the Mohswk River;
Theoretically, this river-regulating district corporation was self-
liquidating through taxes and assessments on the-property bhenefited.
Actually they made a miscalculation end the receipts of the Cor-
poration were not sufficient to pay the interest and retire ¥he
annual amount of funds, Thereupon &an individusl bondholder brought
suit against the Stute and the Court of Appesls of the State ;f
Jew York held that vhile the bondholcer could not obtain a judgment
against the State that there wae a morsl obligation -- not 2 legel
obligetion but & morsl cbligaticn -- on the Legislature to make
good the d=ficiency on the bonds. The Legislature recognized that
dictum on the part of the Court of Appeals snd appropriasted the
money, thereby making the principal of the_bonds good., _-

Now, as.I see it in tﬁ% case of these Farm Grédit bonds: there -~
is the same woral obligation on the part of the Fzadersl Government
to make them good in case there is a daffﬁiency. Now, 1f there is
thet moral obligaticn which might arise twenty years or thi;ty

years from now, why, in all common sense, should we not recognize

it now. 1In other words, why not guarantee the prineipal and the

interest of these bonds now, The net result of doing that would
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actually save the vaarnmant a great deal during the present
period. It would mean, in grfacﬁ, that the Farm Credit bonds
would be a direct obligetion of the Government. They would be
just as good and perhaps better than the ordinary Government bonds
because they would have real estste behind them besides the Gov-
ernment credit. Of course, that is a thing that I would rot em-
phasize but in any event they are just ss good and they would, at
the same time, give you the right to éo to the bank with them and
borrow 100 per cent on them just the same way that you can go to
‘the Federal Reserve Bank snd borrow 100 per cent on e Government
bond. Immedietely they would have & value commensurate with Gov-
ernment bonds, which is around psr. Immedistely, slso, people
would take these bonds in lieu of cash. It would mesn also thnat
the Farm Credit Corporsticn cal. finance itself instesd of having
to go to the Treasury and getting the Tressury to finance them.
So, in all probsbility, next week there will be either a
letter or a message along that line. . >
@ Vould thg} apply to Home Loan bonds too?
THF PRESIﬁENT: % hﬁ}e not teken that up to the point where I can say

"Yes" but I think the chances are that it will also spply to Home

Loan bonds. ] ‘ |

q@ The principle ;s\exactly the same?

THE PRESIDENT: The principle is the same. As s matter of fact, the
Home Loan bonds cerry this interesting statement, I am tolé -- I

never saw one -- that the Government guarantees the interest on

these bonds until they are paid. That means, of course, that if

it is a 30-year bond snd the Principal was not paid st the end of
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thirty years, the Government would keep Dn‘pwing interest. So,
you can see that it is tentamount to a Government guarantee of
the principal.

Q There are two billion dollars of Home Owners Loan, are there not?

THE PRESIDENT: Yes, a#d, es I said in one of my Messages, the way the

| applications sre coming in we think the Congress made a pretty
darn good guess as to the total amount that would be needed. We
hope there won't be & call for more than the two billion. We think
that is the upper limit to meet the needs of the case.

Q@ Both?

- ' =
THE PRESIDENT: Both Farm Credit end lome Loan.

F

¢ Congress seems to fael it ought to get together with you on the
question of infletion to see if tﬁey cannot hr;gg the two factions
there more closely together. How does the_iﬁé; strike you?

THEE PRESIDENT: willlycu act as the gn-hetﬂgeﬁ/and arrange the meet-
ing? (Laughter) 1I'd be dalighteﬁ;”/f

¢ One more guestion sbout these boﬂ&;: %ill that extrs {/,000,000,000.

F ]

added in the commitments make any difference in the finaneing pro-

gram?
THE PRESIDENT: Not st all.
| . Q@ Cannot tﬁgse bonds be put into the Treasury and curregey issued on
them under this plan?
THE PRESIDENT: You've got me, Stevié (Mr. Stephenson), I do not know.
What -- curréncy issued against them?

@ I thought they might be.

THE PRESIDENT: What?

[}

| i
@ Discounted by the Federal Reserve?




THE PRESIDENT: You borrow on them, that is a different thing, That

is not issuing currency on them. You talk like Senator Thomas.
(Laughter)

Q MNr. President, would you explain to a person who does not understand
Just eznctiy what you mean by saying that by this guarantee of
principal as well as interest the Farm Credit Administration would .
be able to finance itself instead of going to the Treasury? The
point is not quite clear to me.

THE PRESIDENT: For instance, suppose you are the holder of a mortgage
on a ferm and the farmer wants it refinanced. You have been charg-
ing him seven per cent and the farmer thinks it is too darned high
and so does everybody else. You ere willing to have the mortgage
paid off. At the present time the only wey in which it can be
paid off is to have the Farm Credit Administration take its bonds
and go to the Treasury and say, "Give me the.money?“ That means
the Treasury has to raise that money some way. Then the Farm
(Credit) people do not give vou the actuel cssh. Under this method

you woulc¢ be entirely-willing to accept these good bonds because

you can selways borrow on them up to one hundred per cent at the

benk.
: \

- @ In either case, do these bonds constitute a part of the regular debt

of the United States?

THE PRESIDENT: Yes end no. It depends on a legal decision that has
never been rendered. At the present time it is certainly a moral
obligation, from my point of view, on the Government.

% %

Q Would you guarantee all principal for the bonds already outstending,

as well as those to be issued?
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THE PRESIDENT: Well, this plan involves creeting the machinery of a

separate corporation under the Farm Credit Administraetion. That

is merely a pure tauhniaality and th;t new corporation will ac-
tually issue the bonds and teke up all those now outstanding. It
would mesn that the R.F.C. would be repsid whatever it is that ‘
they have loaned up to the present time; I think it is $150,000,000.

Q That means taking up all land bank bonds ouf now?

THE PRESIDENT: Oh, no.

& These are land bank bonds, these two billions?

THE PRESIDENT: No -- ere they lend bank bonds?

& Yes.

THE PRESIDENT: I could not tell you.

@ There are a2 lot of old bonds out and the new two billions?

TEE PRIESIDENT: This only applies to the new two billions.

& kr. President, do you care to say anything sbout your plans for
raising this {10,000,000,000. in the next six months that you
speak of in the Budget Message? - S

THE PRESIDENT: I will tske care of it in normal course.

@ The Iome Loan bonds under this propositicn would-put an end to all

-

objection now by people who are objecting to teking those bonds

and would put that outfit right on its feet? i
THE PRESIDENT: Yes. L
@ Thank you, YMr. President. ~
(One of the neéapaper correspondents ssked the President a
s

question ebout the St. Lawrence River, to which the President did

not respond. Another correspondent asked the President about Bob

Gore and the President replied that he had not seen him yet.)
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Q (Mr. Storm) You have got a full house this morning.

THE PRESIDENT: There isn't any news.

Q (Mr. Stephenson) We will find out.

THE PRESIDENT: I tried to invent something but could not do it.

Q (Mr. Young) You.did the same thing Friday and.it was pretty good.

THE PRESIDENT: Yes, Friday I had a happy thought.

Q@ (Mr. Stephenson) You told us no news Friday and we filled up the
paper.

THE PRESIDENT: Yes, I know it.

MR. DONALDSON: All inm,

THE PRESIDENT: Somebody is sure to ask the question -- (interrupted
by the noise of a falling object) who died?

Q Just a bottle of rye fell down. (Laughter)

THE PRESIDENT: Only a bottle of rye? (Laughter) Charlie (Mr. Hurd),
are you all set?

Q (Mr, Hurd) Go right ahead, sir.

THE PRESIDENT: Somebody is sure to ask a question about the Home Loan
bonds. ﬁ&. Fahey was over here yeatabday and we agreed that we
would say the following: that, obviously, the home bonds will
have to be treated on a basis of substantial equality with the
farm bonds although they are not in today's liessage, which relates
only to the farm bonds. The Home Loan Bnardﬁia now preparing for

me a recommendation as to methods of handling some form of guar-

antee and also certain additional legislation on the Home Owners'

b |
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Loan Corporation needs. Mostly, it is clarification stuff. Noth-
ing very important but they think they need a few ulill amendments
in the law.

Q Mr. President, will the Home Loan bonds be guaranteed as to principal?

THE PRESIDENT: That is what they are working on at the present time.

All he said is that they should be treated on a basis of substantial

equality with the farm bonds.

Q Will there be a lMessage on that, Mr. President?

THE PRESIDENT: I do not know, Fred (Mr., Storm). I suppose so. It
might originate in the Committee, however.

Q How are you cr::;ming, on the St. Lawrence lMiessage?

THE PRESIDENT: I haven't written the liessage as yet. I have to write
it, right away because I hope to get it up this afternoon if the
Senate sits in session long enough.

@ Are you going to teke up the diversion of water in Chicago?

THE PRESIDENT: Yes, John (Mr. Boettiger).

| ¢ Can you tell us what it is?

. THE PRESIDENT: Yes, I can tell you what it is. You had better hold

this until after the lMessage goes up there, if you don't mind.

With that understending, I would put it this way, gemerally: That
the War Department feels, and everybody 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. A4nd then, of
course, in regard to the lower Mississippli -- this is background

stuff for after the Message goes in -- there is a certain amount

of what might be called local opposition on the southern end of
L
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Mississippi and around Missouri.

It is not equitable or fair that we should divert water out

of the Great Lekes. It can only be done, as a matter of justice,
by agreement with Canada. The water is not ours. It belongs to
Canada and to us. There is no getting around that fact. We can-
not go ahead bluntly and take all the water we want out of the
Great Lakes and divert it into a different watershed. It is not

a square thing to do to a neighboring country. Whatever diversion
weé take must come by agreement with Canada, Chicago to the cantrar?l
notwithstanding. The'ganeral problem of the Mississippi naviga-
tion, which is an entir;ly different watershed, we believe can be
solved through this rather brosd national planning which I have
talked about. It can be solved within the Mississippi watershed
itself by the control of waters at the headwaters. That would be
by flood prevention and the construction of reservoirs so that we
can have a continuous and natural flow through the Mississippi
Valley with enough water for adequate navigation purposes.

When it comes down to a question of shipping the products of
the Middle West and Northwest, it is very largely a question of
mileage. Suppose you want to ship a thing from St. Louis to
Lc:c'lon, 'let us say, what is the straight line? Well, the straight
line 1s.down to the Great Lakes and out through the Great Lakes
to the Atlantic Ocean and then across the Atlantic Dcean.' i Bup-
pose it might help New Orleans if we went around three sides of
the ;quarq instead of going straight, but it is "agin™ nature.

You would have 'to go down the Mississippi to the Gulf and then

you would have to go east through the Cuba channel, and then you
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would head morth to get up to the latitude of London. In other
words, it is going around three sides of a square instead of one. .
Obviously that would apply to wheat from Montana or the Dakﬁ;:u.
The logical outlet is the straight line. It is against nature to
have that wheat shipped down o Galveston or Houston end then go
around three sides of the square instead of going straight.

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 PRESIDENT: Yes,

Q Mr. President, does this mean that the Treaty ratification will be
advocated on the basis of the present form, then? Do they wgnt
any reservations?

THE PRESIDENT: I don't know of any reservations.

R I think that the Engineers' report showed there has to be more water
through the Chicago Canal and the Illinois Ri#er; otherwise they
will have backwater of the thing?

THE PRESIDENT: There is a new War Depﬁrtmﬂng-report which covers that
pretty well.

Q Is it the one out last month? -
THE PRESIDENT: Yés,-that one, Has tﬁat been releagqﬂ?“ Hhve you had
it? | : |

Q@ Yes, sir.

THE PRESIDENT: What does it say?

Q It says that the District and ﬁivisiun_Enginuarﬂ anq the Board of

Engineers feels that the question should be left with the Chief

of Engineers to increase the diversion, if it becomes necessary,




and thp Chief of Engineers disagreed with all the subordinates.

THE PRESIDENT: I think that is proviﬂnd.ror in the érnaty. In other
words, the chief objection on the part of the Engineers, even the
Sanitary Engineers, is that at certain times of the year there
might be a necessity of taking qﬁite a large volume of water over
a very short period in'order to flush out the Chicago sewage system.
Now, in effeot, that is provided for in the Treaty.

Q That would take quite a lot of water, wouldn't it?

THE PRESIDENT: I imagine it would. (Laughter) But I think the
Canadians would teke that into consideration. (Laughter) They
know Chicago, too, you know. That is not background. (Laughter)

Q Do I understand, lir. President, we can use this as background now?

THE PRESIDENT: No, after the ilessage goes up.

@ Anything further about publication of income taxes?

THE PRESIDENT: I have not thought about it at all. I suppose that i
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
thg paper something of a report made.

Q ﬁur ;raﬂa nggﬁtiatorﬁ‘aré telling us thaf, as far as they Know, after
March we shall abandon the liquor embargo system and'go to the old
system of unrestricted flow?

THE PRESIDENT: I do not know anything about it.

Q@ The liquor quota system, as far as thay know, was only temporary,
to end March thirty-first.

THE PRESIDENT: I would be very leary of that. (Laughter)

]
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Q Mr. President, in yhiufmdlk strike out west there some of the strikers,

within the last twenty-four or forty-eight hours, have stopped or
waylaid a train, which was interstate eﬁumuraa; and dumped about
12,000 gallons of milk. That was night before last. Has that
been called to your attention?

THE PRESIDENT: No, where was that?

Q It was on the Soo Line between Mundelein, Wisconsin (Illinois?), and |
a Minnesota town.

THE PRESIDENT: Wes it headed for Chicago?

Q Yes, sir; it was between two stops in one state and another.

THE PRESIDENT: I had not heard about it. Who do you suppose would
know about that, the Department of Commerce?

@ I imsgine it would have been called to their attention, sir.

@ Mr. President, do you favor the amortization of railroad debts
through sinking funds as recommended by the Interstate Commerce

z Commission in its annual report to the Congress?

THE PRESIDENT: Yes, absolutely. One of the chief troubles, of course,

with the whole railroad financial problem has been the ‘fact that
| such a very large proportion of the capital structure has been in
| the form afla mortgage debt rthar than stock.

Last spring, without naming any names of roads, a number of
the largest and mns% important carriers that had been solvent for

é great many years were faced with receivership and if the condi- '

L3

tions of the first thiree months had continued they would probably,
as we know now -- I don't think there is any particular reason why

it should not be stated as a fact that six months would have seen

receiverships for a number of tha'majar roads of the United States.




ofr uaurl;, that would have been caused by their inability to meet
the interest on their mortgage debts, which, in many cases, ran
as high as.50 to 60% of their entire capital structure. It has
been the history of railroading in this country -- it is the old
school of thought -- that when a mortgage becomes due, when the
life of a bond issue came to an end, instead of paying it off out
of a sinking fund or instead of amortizing it over a period of
years, the railroads would refund the debt by borrowing an equal
amount of money and extending the debt for thirty years or fifty
years, or something like that.

One of the best illustrations is the road running past our
place in Hyde Park, built in 1841. They 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
thet 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 effaét, there was a debt for the construction of a rail*l
road which was incurred in 18&1;ﬁﬁnd they never paid off a cent

of it, and it has now been extended so that it may be paid in the

year 200l. In other words, it is just borrowing from John in order
to pay Paul, or something like that. Most people today feel that
the Interstate Commerce Commission is dead right in demanding, as

a broad principle, that the railroads, as fast as it is financially

possible for them to do so, should set up sinking funds for annual-




payments of some kind out of earnings, so as to pay off an incurred

mortgage obligation when it falls due,

Going back again to the situation last spring which I was
talking about, these major railroads faced difficulties because
they qu not made enough money to pay the interest on their mort-
gage debts. In.muat cases, if their mortgage debt had been a
great d;al lower in proportion to their capital, they would have
.haﬂ enough money to get by with. 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, all they
would have done would be to pass the dividend on té_étncks. That
does not throw any corporation 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 fate to) the railroads, that regulatory
bodies like the Interstate Commerce Commission and other utility
commissions of states, ought to seek in their decisions and orders
to make it possible for the utilities to aarn_enuugh_to set up

this sinking fund or emortization fund. That is only fair. —

Q Would you set up the amortization out of earnings or out of operat-

ing expenses? 5

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 of operating expenses.

Q In view of what you said about railroads, does the same thing apply




to public utilities?

THE PRESIDENT: On public utilities?

Q Telephones and everything?

THE PRESIDENT: Yes.

Q‘.Oﬂ the liquor situation, is it a good guess that we shall continue
to insist on concessions from countries abroad in retufn for im-
ports into this country?

THE PRESIDENT: I do not know. We are going ahead on the present basis
for a three-months period, or something like that --

Q@ (interposing) It is a four-months 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 ﬁhieh are coming to
the front all the time?

THE PRESIDENT: I don't think there is any news outside of receiving
the Ambassador. You had better go and see Bill Bullitt.

L9

Q He is quite quiet. s

THE PRESIDENT: The only thing I have talked to Ambassador Bullitt about
is what we are going to do about housing.

Q Mr, President, is there any progress in setting up some corporation
or other organization to trade yjth Russia?

THE PRESInEW:: No. There. is nothing more on that. I do not believe
there ﬂiil be very much in the way of news of any export corpora-

tion or expnrf plan until the Secretary of State gets back. We

want him back here before we get any very definite plan.
i .

Q When do you expect him?




-- 10

THE PRESIDENT: About the twenty-fifth.

Q Comptroller Tremaine (Morris S. Tremaine) of New York State conferred
the other day with the Tax Board on making warrants and certain
securities of states and cities discountable with the Federal Re-
serve Board.

THE PRESIDENT: Who did, Broderick?

Q Tremaine, of the New York State Board.

THE PRESIDENT: New York City and other cities?

Q I believe the proposition is that where the taxes had been in arrears
in previous years, they would still have a certain percentage dis-
countable with the Federal Reserve System, which would unfreeze a
lot of notes now lying around in banks., |

THE PRESIDENT: I had not heard anything about it. As a m%E}er of fact,
the tax arrear payments are coming along pretty well in most of
the New York cities.

Q This would not apply only to New York but all over the country.

THE PRESIDENT: Yes, even over the country they are beginning to pay
arrearages.

Q Where can I get any figures on that, do you know?

THE PRESIDENT: I do not know.

Q Thera‘wué_g_suggeatinn at Mr. Icfeg' conference yesterday that you
might ask Congress for further appropriations on the Public Works
program, Can you enlighten us a little on that?

THt PRESIDENT: Only what I told you before, the {1,166,000,000. that
will be going up sometime soon and the $2,000,000,000. fund, the

allocation of which we are not certain about yet, for the follow-

ing fiscal year, That is as far as we got.




Q Coming back for a moment to this question of setting up a sinking
fund, you said that as far as possible regulatory bodies should
seek to make possible such payments. Does that involve the idea

that in muiﬁa instances it might be advisable or necessary to

increase rates to make possible such payments? Do you think that

would be possible?
THE PRESIDENT: Let's put it the other way around: In the reduction

of rates, they should not be reduced so es to make it impossible.

MR. EARLY: Let's go.
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