CONFIDENTIAL

Press Oonference #160

Held at the President's Cottage,

Georglia Warm Springs Foundation, Werm Springs, Georgia

m"r 25, 193“' Ell? Pi H.

(Mrs. Roosevelt and Mr. Rexford G. Tugwell were present at the Conference)

THE PRESIIENT: Now, first of all, have you any questions before we talk
about other things off the record?

Q Are you encouraged by the outlook for foreign trade?

THE PRESIDENT: Oh; I think it is gemerally picking up. All the figures
show that it is picking up. If you want, I will talk to you for a

minute off the record on foreign trade because there has been such a

lot of perfect nonsense, As a barrect afnmpla, take cotton., We are

down in the cotton country now and it is something we use all the time.
There are definite efforts being made by -- what 1s the name of that
firm in Atlanta? Anderson Clayton (?) =~ that type of business man,
who is a dealer in buying and selling cotton -- mind you, this is off
the record, every bit of it -~ there is a real effort being made by
the dealers in cotton to maintﬁin the total volume of cotton. In
other words, if they get a fifteen million bale crop to sell, they
obviously, as commission men, make more money than if they only sell
ten million bales of cotton., It is a little like the stock market
operations. If you have an average of fifteen million shares a day,
you can support three hundred brokerage firms, but if you only have
aﬁ"afaraga of five hundred thousand shares a day, you cannot support
as many brokerage firms. Obviously, they want more and more shares
dealt in on the Stock Emchange. Obviously, firms like Anderson
Clayton like to see fifteen or tnuntr m111inn bale crops because it

is money in their packefa. Now, those people are spreading the rumor
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that our cotton exports are falling off for the reason that the price

is so much above the world price that other countries cannot buy our
cotton. Therefore, they are in favor of cheaper cotton.

Their general -- I won't say "theory", because they know better ==
their general effort is to sell the idea to the public that if we have
six-cent cotton Puropean countries would buy a good deal more of our
cotton. Of course, thet is about 98% nonsense. There is about 2%
truth. If we do have cheaper cotton, probably we would sell a little
more, but only a little more.

Why is the export sale of American cotton decreasing? There are
two very simple reasons: The first is that on the other side they are
going more and more to substitutes., If you can get that thing out of
the State Department when you get home, there is no reason why you
should not have a story about it. Breck Long sent home about a month
ago a very interesting story from Italy showing that Italy, with
government help, had been experimenting on a new cloth made out of
10% cotton and 90% wood fibre. This year they manufactured out of
that substitute cotton cloth about two million kilos, which is a lot
of cotton. It is roughly about five million pounds of this new cloth.
It is a process akin to the rayon process, They take the wood fibre
with 10% of cotton and stick it into the rayon process and them they
take it out after about half hour through the rayon prm—eas and put
it into a new process of their own. Probably Italy will be able to
get the cost of that new cloth down sufficiently in the course of the
next year or two so that they will buy very little of our cotton.
Today, Italy takes about a million bales a year. Assuming that this
new cloth is a success, it means they will tak~e only one hundred

thousand bales instead of a million,
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Now, that is only ome country that would be doing it. But why
is Italy doing it? TFor all sarts of reasons, the first being that
Italy has no exchange with which to buy cotton. She hasn't any

money to send out of Italy. Obviously, she wants to keep her money
home. _

The same thing applies to Germany. Hitler is wearing today a
sult made of 90% fibre and 10% cotton, It is a damm' good-looking
suit end he points it out with pride to every American that comes.

The most important reason for these substitutes is 1z;uk of ex=
change, because all of those countries have been importing more than
they have been exporting and therefore they haven't the money to buy
goods on the outside.

Then, there is another reason, and that is that a very large
number of nations today who have been buying British cotton cloth
and American cotton cloth and so forth, also Czechoslovakian cloth,
have now started thelr own factories. Teke Brazil, for example.
After the war, in 1920 or 1921, Brazil imported all of its cotton
goods. Today Brazil is making somewhere around 55 or 60% of its
cotton goods. They are making their own shoes in Brazil for the first
time.

Of course, while fhay are establishing their factories, it means
we will.he exporting a good deﬁ of machinery, but once that new
machinery is set up in Brazil and the Argentinej, or any other cauntry,
as soon as that is set up and they have begun manufacturing, they
will buy less end less of our own goods.

Now, what we are trying to do is to offset tth by trying to get

special agreements with different countries which are essentially on

a barter basis. The thing has only been going for a few months and




1% 1s helping in the sense that it 1s prevemting the situation from

getting worse.
I don't think we can look forward to a vast fuluna of foreign

trndu,-:pnrtn or imports, but at least, through these agreements, we
can keep the aituation from getting any worse, and on some special

lines we may be able to add a little here, there and some other place.

, Of course the total will amount to a great deal, but, so long as the
ughur nations are headed for a salrfuufficiénnr program, we are not
likely to go back to the 0ld figures unless there is an entire change
of feeling all over the world.

Now, let us take it from another point of view. That was on manu-
factured goods. On foodstuffs, the Buropean nations have almost all,
up to quite recemntly, except Hungary or the Balkans, been importers of ;
foodstuffs, Now, as you know, there has been an intensive drive all
over Europe and England to raise their own r&sdsturrs. Why? There are
lots of reasons. In the first place, they don't want to export the

capital, In the second place, they want to be self-sufficient in case

of war. They don't want to be caught as Germany was caught in 1914,

The German population nearly starved to death. Of course, all that
| means less demand for our food crops.

It is not our fault. It is not because of our high prices. Not
a bit. It is entirely because those nations have a definite polioy
to become self-sufficient, both in agriculture and industry. We are
Just up against it and we are doing the best we can to save what is
left., I think that is the easiest way to explain the general Toreign
trade situation.

Q Before you go on to the off the record you were speaking about, may I

ask a question about Mr. 0'Commor? 1Is he going out? Has he resigned?
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THE PRESIDENT: Whioch Mr. O'Connor?
QR J. F. T. 0'Connor,.

THE PRESIDENT: I thought you meant Basil. Has he resigned? No.

Q He has not? The reason I asked was because there was a question as to
whether he had been asked to resign.

THE PRESIDENT: I haven't heard a word about it since I left. He still has
everything undtr advisement.

Q Ifr., Presidemt, is there anything you can tell us on the record concern-
ing the visit of your verious power officials here today?

THE PRESIDENT: They are members of some kind of a committee, I could not
tell you the name of it, that has on it somebody from the Federal Trade
Commi ssion, somebody from TVA, somebody from Interior and onme or two
from the Power Commission, and they were just working and have been
working -~ I think the whole thing came out last Spring -- working on
a general survey of the power situation, and they are going to talk
with me about that tonight.

Q Is that your National Resources Committee?

THE PRESIDENT: No, 1t is separate from that. It relates only to power.

MR. mm.:.: llanly can tell them about it, I have forgottem the name of
the committee too.

TEE PRESIDENT: It is one of the inter-departmental committees to report on
the general situation.

Q With recommendations for legislation?

THE PRIBIDETT Yes, and policy.

Q Still on the record, does that visit here mean that you have in mind any
new movés of a concrete nature in the immediate future in connection

" with what you were telling us the other day?

THE PRESIDENT: This has nothing to do with the trip or TVA or anything




 1ike that, exsept in so far as it relates to gemeral power policy.
Q To get back just for a moment to foreign trade, when you were talking
‘about cotton, was that off the record?

THE PRESIDENT: Yes. I don't think the time is ripe. I just gave you

that in order that you might understand the thing in case somebody
talks to you.

MR, TUGWELL: We have in the Department of Agriculture samples of that
stuff if the boys want to see 1it.

THE PRESIDENT: There is no reason why you shouldn't get a good story on
it, The Department of Agriculture is getting it tested by the Bureau
of Standards. Breck Long told me that the stuff feels 11k; cotton
and wears like cotton and the only catch is that if you send it to
the laundry, they had better not boil it. If it boils it disinte-
grates into pulp. You can wash it in water up to 200 degrees but
not to 212 degrees.

Q On one of our $35-suits, what would it cost in that materiasl?

THE PRESIDENT: They haven't got it down below the cost of a cotton suit,

but expect to in the next year on large scale production.

5 Any old fibre mixed with wood pulp does it. There is an outlet,

| perhaps, in the future, for Georgia pine in addition to newsprint
paper.

Q@ Do the engineers think that one is a good equivalent of the other?

THE PRESIDENT: They think it is.

Q What sections of the United States would be affected?

THE PRESIDENT: It means -- this is off the record -- it means, quite
frankly, that instead of exporting six or E:ian mil;ian bales a year

we will have a very large portion of that export cut off and a large

portion of the cotton-growing states will have to turn to other things,




Cason Calloway takes pride h‘-qmmthhlwm
gated agriculture in Gecrgla. You could grow amything in Georgla ex-

cept corn and cotton, and yet those are the two things that the state
grows., There is a lot 1.1: that.

Q Do you think that Buropean countries can be self-sustaining and self-
sufficient?

' THE PRESIDENT: Well, of course it depends a little bit on the country. I
will give you two examples: Austria and England cannot grow emough
foodstuffs to maintein their population. Without any question, I
think that is true, There are forty million people in England, which
is more than the acreage will support. It is the same way in Austria.
On the other hand, countries _lika Hungary produce more than sufficient
to support thelr population. But they have practically no mamfactures.
Teking furope as a whole, they can come pretty close to being self-
sustaining. With the surplus of wheat in the Balkan States you would
come very close to making up for the deficiencies of wheat in England
and Austria and certain parts of Germany.

Q - Where are we going to export our surplus, then?

THE PRESIDENT: This 1s still off the record. That brings up a thing

| which is going to appear this Winter. George Peek beliesves in the .
old McNary-Haugen Bill and many other people do. It, in effect,
would say to the cotton growers=and to the wheat farmers of the

country, "Go ahead and waste -- go ahead and plant all the wheat you '

want and we will fix a priua. for the domestic consumption, We will

fix a price for the portion of your crop consumed in this country."”
Let us say, in the case of cotton, it will run to fifteen million

bales with unrestricted growing. We can use nine million bales in

this country. They would be paid a fixed price for the nine milliom

N
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bales. We would pick some figure and pay them that muoh for the nine
million bales. The other six-fifteenths we will take .end dump on the
rest of the world. That is the MoNary-Heaugen theory and, as I said,
George Peek still believes in it.

Now, of course, that brings up the difficulty of saying to the
other nations, "We are going to dump these six million bales of cotton
on you at any old figure." You see the implications? It is a little
risky to sey that to the rest of the world. They may put up barriers
against it.

Q It means, then, intensifying the crop production program?

THE PRESIDENT: It means carrying it along on a definite, orderly procedurs.
In other words, the first year we plowed under 25% of the crop in 1933.
The next year, this year, we restricted it by 40%, This coming year
we will restrict it by 25%, probably. Probably that will be enough.,

S Can we write that?

THE PRESIDENT: No, you camnnot write that. It has to come out of Washington.

The following year, we camnot tell. If our exports fall off, we
may have to go back to 40%, and eventually we may have to cut the une
limited acreage down to 50%. But probably not. Probably the domestic
consumption in this country will be sufficient to take care of 60% of

a8 fifteen million bale crop, as far as you can tell for a number of

years ahead. You take this State and Enr other cotton-growing state,

and if they get twelve or fifteen cents a pound for a 60% crop, they
are pretty well off finameially. All you have to do is to see the
South today compared to what it was two years ago. It seems to work
from the standpoint of economics.

feel I am doing a lot of talking here, but the other day you spoke of

power and there are a lot of interpretations on it. Purely --
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THE PRESIDENT (interposing): Oh, the interpretations are all.pure, (I-lllll

Q Do you mind telling us what your ideas are regarding private p.w-r com-

panies?

THE PRESIDENT: All right, I will give you something on that, but this has

MR,

THE PRESIDENT: e spent an hour and & half, I think it was in January, 1933,

to be off the record because I don't want to be in the position of
interpreting what I said. (Laughter)
It is a perfectly simple thing. Two years ago, in this room, you

were here Fred --

STORM: I was here.

and we had been down with Norris to see the Norris Dam, (Perhaps the
President should have said Wilson Dam.,) 4nd I had said up there
publicly that we were going ahead with the development of Muscle Shoals.
That is all I saild at that time publicly. W%e came dovm here and we
had this talk in which I outlined what developed 1nﬁn TVA.

The easiest way of putting it is this: Any of you who live in,
let us say, a prosperous rural section of the State of New York, if
you come down here into the average rural section of any of the South-
ern states, you are immediately struck by wha£ looks like poverty, real
poverty. You cannot get away from it. In the first place, you have
the Negro problem. In the second place, you have what they used to
call the "poor white™ problem, The standard of living is absolutely
and totally different from what it is in the prosperous areas of the
West or of the North. That is very well illustrated by the survey
that Harry Hopkins made of one or two counties where he found that
three families out of four in these counties had never slept on a mat-

tress., That 1s almost unbelievable., I told that last Summer to some-

body in New York, and he said, "I don't believe iti"™ I said, "It is
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true; you don't know the oconditions in the South," Now, that applies

because of the fact that the average farm family in the South only sees,
in the way of cash, perhaps a couple of hundred dollars a year and a
great many don't see that. The result is that the taxing power is al-
most nil., This State cannot raise money for education because there is
nothing to tax. Am I right on that?

MR, TUGWELL: Do you want to tell them about the future population?

THE PRESIDENT: Now, right along with that is something we have been talking
about and it will come out probably in the cnuré? of the next couple of
weeks. The filgures show that in the course of the next fifty years the
majority of the people of the United States will be descended from
Southern stock. That is an extraordinarily interesting fact. In other
words, in the North and in the eities, the increase in population has
stopped. It prectically has stopped. Practically all the inecrease in
population in this country today is in the South., Now, a couple of
generations of that means that-the majority of people will have Southern
blood. That is an interesting fact and we have got to consider what
that population is going to be in fifty years.

"6 have got to ralse the standards of education; they are perfectly
terrible. The standards of living are low. Yet here is probably as
fine a stock, human stock, as you can find anywhers in the United States.
It 1s going to dominate the United States in the course of a couple of
generations and what is it going to-be like? That is looking at it
from a national point of view.

Now for the TVA. I cen put it this'way: Power is really a
secondary matter. What we are doing there is taking a watershed with
about three and a half million people in it, almost al} of them rural,

and we are trying to make a different type of citizen out of them, not




what they would be under their present conditions. Now that applies
not only to the mountaineers, we all know about them, but it applies

to the people around HMuscle Shoals, Do you remember that drive over to
Wheeler Dam the other day? You went through a county of Alabama where
the standards of education are lower than almost any other county in the
United States, and yet that is within twenty miles of the Muscle Shoals
Dam., They have never had a chance. All you had to do was to look at
the houses in which they lived. Heavens, this section around here is
10004 compared with that section we went through. The homes through
here are infinitely better.

So TVA is primerily intended to change and to improve the standards
of living of the people of that Valley. Power is, as I said, a secondary
consideration. Of course it is an important one because, if you can get
cheap power to those people, you hasten the process of raisingz the
standard of living.

The TVA has been going ahead with power, yes, but it has been go-
ing shead with probably a gzreat many other things besides power and
dam building. Tor instance, take fertilizer. You talk about a "yard-
stick of power". Harcourt lorgen is running the fertilizer end of it
and at Muscle Shoals he is turning out, not 2 nitrate -- the plant was

originally built for a nitrate plant -- but he is turning out a phos=-

et

phate. He is condueting a very fine experimsnt with phosphate of lime.

They believe that for this whole area around here, and that would in-
clude this kind of soil around here, phosphate of lime is the best
thing you can put on land in addition to being the cheapest,

Now, at once the fertilizer companies, the National Fertilizer
Association that gets out figures, I believe (laughter), they say,

"Are you going into the fertilizer business? The answer is a very
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simple one. The plant 1_- primarily an experimental plant. That is
the primary purpose, Therefore, they are going to take this year a

thousand acres of Govermment land, whieh is worn out land, typical of
the locality, and they are going to use this phosphate of lime omn

this thousand acres and show what can be done with the land. They are

g@ing to give a definite demonstration. They will compare it with the

other fertilizers, putting them in parallel strips, and they will see
which works out best and at the lowest cost and, by having the large
plant which they have, they will be able to figure out what is a fair
price for the best type of fertilizer.

Having done that and having figured out the fair price, 1t becomes
a process of education and if the farmers all through that area can be
taught that that type of fertilizer at X number of dollars a ton is
the best thing for them to use, then it is up to the National Fertilizer
Associetion and its affiliated companies to meet that price. Now,
that is the real answer, and we hope that they will meet that price,
adding to it, to the cost of mamufacture, a reasonable profit. We will
know what the cost of manufacture is, and it 1s very easy to say what
a reasonable profit is. Now, if those gantlamanlrail to avail them~
selves of this perfectly magnificent opportunity to conduet a sound
business and make a profit, well, it is just too bad. Then somebody
will get up in Congress and say, "These fellows are not meeting their
opportunities and the farmers will have to have the fertilizer amnd
of course we will have to provide it." But I, for one, hope that that
day will never come. Now, that is not holding a big stick over them
at all. It is saying to them, "Here is your opportunity. We go down
on our knees to you, asking you to take it."™

Q Just a little guiding light.




THE PRESIDENT: Inﬂhnm.thtt-mtm'tuﬂnilmthtnswn-‘-!g
structive to emable bullnill -

MRS. ROOSEVELT: An intimation. (Laughter)

THE PRESIDENT: No, it is not even an intimation. No, it is a generous
offer.

Now, coming down to power., You take the example of Corinth we

went through the other day. In Curinth; without Government assistance =-

they did it themselves -~ they had a county electric power association
and they used to buy their juice from the Missiselppl Power Company.
The TVA, because they were on a through line to Tupelo, the TVA came
along and stepped in as a middleman, and still bought the power from
the Mississippi Power Company, at a lower cost per kilowatt, but on
the agreement with the iiississippl Power Company that they would take
more juice. The result was that the Iiississippi Power cumpan},gats
the same gross profit as they were gettihg.bafore, but selling more
power, Then the TVA, merely acting es middleman, without any profit
to itself, turns around and sells it fn the county electric power

association. That part of it does not change the d:iating situation

at all, The Mississippi Power Company merely gave a lower rate to

the Alcorn County people, but they did it via the TVA instead of-direct.
It was merely a bookkeeping matter. It does mot cost the TVA anything

and they do not receive anything.

Now the Alcorn County people, that is the Alcorn County Electric
Power Association, did a very interesting thing. There they had

Corinth, which is a good-sized town, and they found they could distri-

bute in Corinth -- these are not accurate ?1gnrnn -= they found they

could distribute household power at about two cents a kilowatt hour.

But if they were to run an electric line out to a farm, they would




| R
have to charge three cents. In other words, the farmer would have
had to plw'ﬂﬂél-

What did the Corinth people &u? Th@w said, "We can get chesper
power than the farmer, but we think he should have the same rates we
are getting." ?ﬁluntarily they agreed to take and to pay for two and
a half cent power which enabled the farmer to get two and a half cent
power. That is an extraordinary thing. That is commnity planning.
Now, there was no reason in God's world why the Mississippi Power
Company could not have gone to Corinth and said the same thing, no
reason in the world. They just never thought of it. They could have
done the same thing. But it was the TVA that went down and s0ld the
1 ea to the people in that county and said, "Let us have a uniform
power rate for the man next to the powerhouse and the same rate for
the man who lives twenty-five miles up the Valley, Ve don't want to
concentrate any more people in Corinth. We want to increase the rural
population.®

The result of that operation is that they are increasing -- they
have more nearly doubled the consumption of power. Furthermore, they
have gone ahead and formed another association, tied up with this
county one, by which people can buy refrigerators and electric cook=-
stoves and all the other gadgets at a figure which is somewhere arocund
60 or 70% of what they were paying before. S

Now, the process behind what they were peying before amounted to
tﬁia: A subsidiary of the I.ﬂ.sf;iaaippi. Power Company in the business
of selling refrigerators, generally owned -- I am just saying this as
a mean aside -- generally owned by the son of the president of the
power company -- there is a lot of that nepotism -~ would go around

and say, "We will sell you a refrigerator., The cost is two hundred




dollars. You can pay for it over thirty months. The totel cost to

you at the end of thirty months will be three hundred dollars.” In
other words, it was a hundred dollars extra. They did not say that,

but that is what it amounted to. In other words, they were selling
them the thing at two hundred dollars and they were meking an average
of 18 to 20% on that sale during this thirty months.

Now, who else profits? That selling corporation of course made
not only its 15 or 20%, but also made quite a lot on what they had
paid for the machine. They had probably paid a hundred and seventy-
five dollars for the machine, so they made twenty=five dollars on the
machine. Now, who did they buy it from? They did not buy it from
the General Electric or the Westinghouse. They bought it from the
middleman and he also made a twenty-five dollar profit on it, and the
General Electric Company got only a hundred and fifty dollars for the
machine. Therefore, when the consumer paid three hundred dollars, it
was just one hundred percent more than the General Electric Company
got for the machine.

fie went to the General Electric Company and said, "Will you give
us your wholesale rate on machines?" 'Ihay said, "Sure." And we went
to all the other refrigerator manufacturers so as to have a complete
line, and then we said to these householders, "You can buy this for a
hundred and fifty dollars ;plu_s a five dollar handling charge, peying
for it over thirty months at 5% interest instead of 18%.™ The net
result is that instead of paying three hundred dollars, he ﬁaya a hun-
dred and seventy-five or a hundred and eighty dollars. His installment
cost is at 5% instead of 18%. He gets it at the wholesale mriul, which

the Mississippi Power Company could have done exactly as well as the

TVA. 1In other words, we are teaching them something,
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Q Who 1s Corinth getting its power from now?

THE PRESIDENT: Mississippi Power Company.
Q I don't quite understand the power company getting its same profit. Mr.
Ruhla'. who runs a department store down there, told us that the build-

ing had ite bill cut from sixty dollars a month to forty dollars and he
doubled his consumption.

THE PRESIDENT: That is the point; what do they do? Suppose they were sell=-
ing == well, let us put it in algebra. Suppose they were selling X
kilowatt hours times Y cents per kilowatt hour, The total receipts of
the company amounted to Z. Now, we come in and tell these local people
that if they will buy 2X kilowatts times 4Y =- in other words, half the
price -~ you will still bave Z. In other words, if he sells twice as
muich power at half the cost, the gross will be Pzactly the samp at the
end of the month. Now, that is what we have been trying to do.

I don't know the consumpiion back in Corinth, but in Tupelo we
estimated it would take a year at a three-cent rate running down to onme,
instead of a rate starting at six cents and running down to three, we

figured 1t would take a year for the consumption of power to double,

Actually, it took only four months. The consumption of power in Tupelo
| has doubled in four months.
The result is that the local company has an even bigger gross in

the way of receipts than it had before, and yet the consumers of that

power, whether shopkeepers or farmers or householders or anything else,
they are getting their electricity for less than half the price, sbout
45%, of what they were paying; before.

G Isn't there a uuns:l.dalrahlé change in the cost of having to atep up its

power production to meet a demand like that?

THE PRESIDENT: Very little. The only overhead is when you get an extension




of rural lines. There you have a larger inspection farce to watch the

lines, Theat is about all., _

Then we are doing a third thing along the same lines. The Power
Companies did a perfectly silly thing for them to do when it came to
rural electrification. They put out all kinds of specifications for
rural lines that were perfectly out of the question. Well, there was
a certain rural line we wanted here in Warm Springs, and the specifi-
cations of the Power Company called, as I remember it, for 35-foot poles,
white oak, that had to come from North Georgia. They had to be hauled
here by railroad. Then I think they charged eighty dollars for the

transmission line into the farmhouse. The net result is that a line

for five or six farmers would éuat somewhere on the average of four or
five hundred dollars. That is a pretty big debt for a farmer to as-
sume. Then they sald to him, along the same line as the refrigerator |
"You can pay that over a number of years with a small charge for inter-
est.” The interest ran from 18 to 20%,

What we are t?ying to do is to build a rural line whieh will be
substantial, Ve will put in transformers actually at cost from the
electric supply company, the General Electric Company or the Westing-
house, and then let the farmer pay for his power line at five percent
instead of 18 or 20%. It means that on the average he can put in his
power line for about 60% of what it costs the other way.

Now, we come back to the old simile we used before. I hope that

the proper power compeny officials will accept this free education

that the Government is giving them. It is a fine offer end a grand
chances If they come in and do it right with a reasonable profit on

their actual cost, that is all we are asking. No threat, no intima-

dation,.
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Q Or else?
THE PRESIDENT: No "or else".
Q This association which is furnishing the current, buying it from the

Mississippi Power Company, is it a paying proposition?

THE PRESIDENT: Sure. And there was no reason in God's world why the Missis-
sippi Power Company could not have dome the same thing and have gotten
the same results. Listen to the results: In three months, June, July
and August, the operating revemues were $17,847. That was in three
months so you see what a small proposition it is. The expenses for
operating, maintemaence and expense, including energy purchase -- that
is what they paid the llississippl Power Company for it -- was $5,826.00,
or exactly 3% of the gross revenues. Then, in addition to that, they
had general administrative expenses and new business expenses -- that
meant pushing it and pushing the commerecial end -- of $2,094, or 12%,
Then they had taxes and of course, as I remarked the other day, some
people do not admit taxes. They are paying to the City 31,508 in
taxes, or 8% of their gross. Then they charged to depreciation |
$1,232, or 7%. They had to pay on interest, interest on the money

they borrowed to get this thing going, $964., or 5%, They paid 5%

interest. _

Their total expenses and deductions came to $11,625 or 65% of
thelr gzross receipts. Well, that looks like a good picture. It left
them a balance available for new construction and retirements to be

applied on the debt, 35% of the gross. Now, that is as pretty a

financial set-up as I know of anywhere. In fact, it is so pretty that
if it keeps up and they use some of that 354 right along to retire the

money they borrowed, they will even be in a position to reduce their

rates below what they are today. There is no question about it, and




THE PRESIDENT:
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they will still have some left for new comstruction.

Q In Atlanta the Georgia Power Company runs its suxiliary plant in Atlanta

with gas. It buys gas from Mississippi, makes electricity from il_u
gas -- converts the gas into electricity -- and sells it at a profit.
13:? use twenty million cubic feet a day.

THE PRESIDENT: Do you know, about gas -- Ickes told me this on the train

the other dey -- there is going to waste every year in the Texas oil
fields $72,000,000 worth of gas. It is just escaping into the air.
Now, if that gas were turned into electricity, think what it would mean

to Texas. That is $6,000,000 worth of gas a month,

Q They pipe the gas into Atlanta from Mississippi.

Q If that much is going to waste in Texas, what is the gas wasted on Capitol

F111? (Laughter)

THE PRESIDENT: That would run the District, anyway. It might ocut the

District tax rate,

'~ Q The trouble is that that is non-convertible gas.

Now, coming back to the point, this statement shows a balance
available for construction and retirement of 35% of the gross. If you
were to analyze the financing of most of the private power companies,
you will find that in the majority of cases they have been following
the pernicious rule of the railroads. They get out a twenty or thirty-
year bond issue and they don't a?art a sinking fund, but when the bonds
mature they don't pay them off. For example, in the paper yesterday
morning, there is one company that is seeking to refund an issue of
bonds which were issued twenty years ago. That is what has hurt the
railroads. The raiiruaﬁs never peid off a single bond when it

matured. They never set up a sinking fund,

The New York Central Railroad, which rums through our place at
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Hyde, Park, issued in 1842 some 7% gold construotion bonds with which

they built the railroed from New York to Albany. My great-grandfather
was 80 keen to see that railroad built, so that he would not have to
g0 by steamboat 3@ Hyde Park to New York, that he took five of those
bonds. My Mother owns them today, owns the lineal descendsnts of those
five bonds. To be sure, they are only 34's now, but it is a first
mortgage bond that has never been paid off and it is 92 years since
my great-grandfather bought them. That is why railroads go broke. Om
the last bond issue the maturity date was put af the year 2001. How
8silly. That is why it is time to teach Wall Street some very simple
elementary lessons in finance. It is true, isn't 1t?

Q Do you think Wall Street can learn?

THE FRESIDENT: Oh, yes, but it will take some time. They will learn a lot
in two years,

Q The loglical question that that raises is, can the average private utility
undergo the reorganization necessary to cut the rates and take advantage
of the opportunity glven them?

TEE PRESIDENT: Only if they reorganize. Of course, we all know they do a

lot of talking about widows and orphans. Now, whose fault is 1t? I

| will give you an example: A certain friend of mind, who makes or

I perhaps saves two or three thousand dollars a year, started in about
1928 to put aside a savings fund, realizing that some day he would get
old and could not work any more, Wanting a little more than 4%, he
went to two banks in New York City, the most reputable, old-fashioned
banks he could find., I was partly responsible and told him where to
g0s AS a result, today he finds that the fifteen or twenty thousand

dollars he put in is invested, about two-thirds, in bonds of utilities,

not stocks, but bonds. What kind of utilities? Holding companies, all
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of them holding compenies, mome of them cperating ccupanies. He was
advised to buy the bonds of these holding companies as the best form
of investment he could get. They were 6% and 7% bonds and he bought
them at 102, 103 and 104. He bought them above par. Today the aver-

age of those bonds is about 40. The result is that he has lost over

half of the savings that he put into those bonds.

Now, why are they selling at 407 For the simple reason that you
have to find out what is behind them. That starts you back over a
chain, Let us take Associated Gas & Flectric, as an example, ar Com=
monwealth & Southern, or any :;r the blig holding companies. They fol-
lowed the same principle that Insull did, exactly the same thing, aml
it was considered honest in those days by a lot of people. Those
‘bonds have printed on them that behind them is so much stoeck. Let us
call the first company the A Company, and their bonds state that they
have so much atoci- of B Company, C Company, D Company, in the treasury
of the A Company, as security for those bonds. Then you analyze and

you ask, what is the common stock of B, C and D Companies? You will

R b

find that they are holding companies. And you will also find that they

_hu:ra outstanding certajn bonds which are backed by the common stocks
of E, F, G,,H and I Companies, And then you will come down to those
companies and perhaps they are operating companies or perhaps they are
holding companies too. Sometimes you get the pyramid of the holding
company principle up to the fourth dimension. You come down to the
fact that even the first holding company has as security for its bonds
the common stock of, let us say, the Meriwether County Flectric Light
Company organized in the year 1900. Now, when the Meriwether County
Electric Company was organized, how did they do that? They got Mr.

Peters (?), of the bank in Manchester, and Dr. Peters (?) amd Judge




Revell, of Greenville, all of them, to put in, in cash, $1,000 apiece,

For that $1,000 they received a thousand dollar bond. In addition to
that they received ten shares of common stock. And then, later on,
when they were merged into the Georgia Ruilm' Power and Light Company -
these are all fictitious -~

Q You couldn't follow them all out?

THE PRESIDENT: No, you couldn't, they went through six or eight different
processes. So each of them has a bond and also ten shares of common,
and the common were not represented by property since it was merely a
possible equity, because they had raised enough by bonds to build this
local plant entirely. In other words, the ten shares were water in
the first instance. In the first reorganization he got a new bond,
also ten shares of preferred and ten shares of common, which was water,
and on the next reorganization with a holding company he got his bond
and twenty shares of preferred and twenty shares of common. There is
one man who put in a thousand dollars into one of these little local
electric light companies about 1900, and today his thousand dollars is
twenty thousand dollars, although he has never done a damn' thing to
make it worth twenty thousand dollars.

The banker who does the merging gets a lot of common stock amnd
dumps it off on the market. Now what Charlie (Mr. Burd) said was
right. I don't like the expression "squeezing the ‘watar out”, but if
the utility companies in this country could recapitalize on the basis
of the money put into them, every one of them would be making a profit
today and every ome of them could reduce the rates.

Q You mean the money spent om plant?
THE PRESIDENT: Yes. I don't mean the money spent by Consolidated Ges, in

New York.




Q But a lot of people have taken their money and gotten out.
THE PRESIDENT: And a lot of widows and orphans are holding the bag, having

been persuaded by the best banks in New York City to buy that kind of

bonds, which is not at all honest,

Q The answer is that they hold the bag anyway, so that in reorganization it
would not make any difference.

THE PRESIDENT: In a reorganization it is just too bad about people badly
advised. It is not the Govermment's femlt. In other words, somebody
is bound to get hurt. There isn't any question about it.

It is a very simple proposition. Suppose, for the sake of argument,
you can save the consumers of power one hundred million dollars at the
rate of two hundred dollars a year. That would be five million people
who would actually benefit in a year, They would benefit from that
kind of saving through cheaper power, You would hurt a lot of people.
You might hurt twenty or thirty or forty thousand people in benefitting
five hundred thousand or five million. But, after all, that is one
thing that Govermment cannot do, and that 1s to protect widows =nd
orphans against bum advice they have had on investing.

Q As a matter of opinion, how long do you think it is going to take to ac=-
complish this reorganization?

THE PRESIDENT: I think it will come gradually. I think a great meany of them
will do it voluntarily.

Q How would they go about it? Would there be a receivership?

THE PRESIDENT: People are not going to be as badly hurt as they think., Mosat
of them are listed on the Curb. Well, Electric Bond & Share, for in-
stance -~ there are an awful lot of people who own that, Here are the
quotations, Of course, it is all water, Electric Bond & Share is all

water. It represents nothing but equities., The common stock is sell-




ing at seven or eight dollars a share. The O preferred is selling
at 31, The 6% preferred is selling at 37.
Let us take Associated Gas & Eleotric, which dm awful lot of people

bought. It is selling at fifty eents a share. You can see that the
loss is already established for most of these holding companies. Take
Niagara Hudson. That is practically all water. It is selling at $3.75
a share. In other words, the loss is there already.

Q What is Commonwealth & Southern?

THE PRESIDENT: Commonwealth & Southern is selling at $1.12 a share. The
high for the year has been $3.75. As you can see, the people who
bought that have had their loss already.

Q They could not lose anything mmch?

THE PRESIDENT: Take Cities Service, it is selling at $1.80 and the preferred
is selling at $13.75. Their 7% preferred is selling at $14 a share,
There you are,

2 The widows and orphams can use that for wallpaper.

Q They have used lots of other things for wallpaper 1h the past too, haven't
they?

THE PRESIDENT: To give you a thought, what we are after primerily is to im-
prove the standard of living for the country as a whole.

Q And power is merely one of the things?

THE PRESIDENT: Merely one of the things. Better homes, slum clearance,
better roads, they all tie in together. Better education is very, very
important.

I think I told you the story about the first year I was down here,
when a young man came up to the porch with his cap in his hand and said,
"Can I speak to you, Mr. Roosevelt?" I said, 1"!‘&3, coms up, son. What

can I do for you?" He said, "Will you do a great favor for us?" I




sald, "What do you want?" He said, "Ne are baving our sehool

ment next week and we would be awfully glad if you would come over amd
give the prizes.” I said, "Delighted to. Are you the president of the
graduating class?™ He said, "No, sir; I am the principal of the school."
I said, "My God, man, how old are you?™ He said, "I am nineteen."

"Have you been to college?™ "Oh, yes; I finished my Freshman year at
Athens, Georgla."

There was a fine boy who got enough money to finish his Freshman
year and then he had to go back to get money for the next term. It
would take him eight years to get through college. I said to him,

"How much are you being paid?" He told me that he had 150 childrem and
that he was getting paid, as principal, board and lodging and $400 a
year. He told me that he had thfaa people teaching with him and that
they were just local girls, which meant that they had never had any-
thing, probably, except a local high school education.

Think of the enormous population being brought up that way, and
yet, off the record, the Governor of Georgla is still in favor of the
one-room teacher, the omne-room school.

Q Do you think it 1s necessary to go ahead with the Tennessee Valley experi-
ment on a national scale to bring about the plans you have outlined?

THE PRESIDENT: Not the same kind of gnvarnmantajl power development if the
other fellows will do it. They have every chance in the world to do it.

You take & simple example: ZEight miles over here to the eastward
is a place called the Cove where they make the best corm liquor in
Georgla.

Q The best is none too good, (Laughter)

THE PRESIDENT: Throw him out. (Laughter) Now, in the Cove the Georgia

Power Company owns one of the most favorable power sites in the State.
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They can turn out at' that power site something between forty amd fifty
thousand kilowatts at a cost of less than half a cent. They have owned
it for fifteen years and they bought the whole power site for a total

of fifteen thousend dollars. In other words, they bought it as a farm

lot. They bave sought in other years to carry it on their books for a

million dollars, It is an undeveloped power site and I think the old
Public Service Commission of this State allowed them to do it for a
while.

Further up, where we are gping to picnic, is a place where they can
develop 30,000 KW and I think they paid fifteen or eighteen thousand
dollars for all the land comprising that site. They have a grand chance
to make cheap electricity for the whole region and we are just giving

———them the opportunity as well as showing them how,

Q None of this, I take it, !;a on the record. |

THE PRESIDENT: No, it is just so that when you talk about it in the future
you will know all about it.

Q Can't we write this as background?

THE PRESIDENT: I think not. You bad better keep it. If you write anything
at all it will look like trying to explain something.

Q We don't have to write it that way.

MRS. ROOSEVELT: You would have to go back to foreign trade. When you go back
to foreign trade you are faced with the question of restricting produc-
tion, which is practically what it comes down to, and when you face
that, you face the fact that we are coming down to being self-supporting,
eventually.

THE PRESIDENT: Not necessarily; what I said was that we are trying to pre-

vent 1t by agreement.

Q That is in the off-the-record?




THE PRESIDENT: There are certain things we camnot produce and certain t

that Brazil cammot produce.

MR. TUGWELL: There are certain things m; which we will always have an ex-
change,

MRS, ROOSEVELT: But, with all this before us, what we are basing that whole
thing on is our old theory of scarcity, because if everybody had every-
thing he wanted, we could utilize all we can produce.

THE PRESIDENT: Yes?

MRS, ROOSEVELT: 1Isn't it again a question of how we are gﬁing to acecomplisk
1t? Isn't 1t the medium of exchange that would make it possible?

THE PRESIDENT: All of this is based on the assumption that consumption re-
mains at the same level, On the other hand, if you can give a bigger
purchasing power to the country --

MRS, ROOSEVELT (interposing): How are you going to do that?

THE PRESIDENT: It's a very simple explanation: If you take the farmer who
lives under such conditions that he gets one hundred dollars cash in
the year, and if you cen put him in a place where he will find decent
living conditions and give him small factories to work in part of the
time, so that he will get five hundred dollars cash a year, he has four
hundred dollars more buying power. If you improve his condition, you
improve his purchasing power.

ROOSEVELT: Hasn't the medium of exchange got to be changed 1;1 some way,
because there isn't enough money in the world at the present time?

THE PRESIDENT: What you mean by "money" is cash and eredit. At the present
time we have almost unlimited credit in this country.

MRS. ROOSEVELT: What I am getting at is a thing called the Douglas (%)
credit schems, which says that if you have faith emough in human integ-
rity, you can have unlimited credit, that nobody is back of anything,
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really, on 1_1; face value, 231 :

THE PRESIDENT: You have plenty of credit in this country at the present time,

Q Why isn't it being used?

THE FRESIDENT: Lots of reasons, The first is that a lot of them don't want

to put 1t up. They are afraid to put it out, The second is that people
have been afraid to borrow. The third is that purchasing power has not
gone up sufficiently as yet.
ROOSEVELT: Of course, you are teaching them a lesson that they should
not put money into anything which actually does not purchase something
or represent a service. But I don't think anyone knows just how to get
eredit. I think that is part of what is holding people up.

THE PRESIDENT: It is educational, It takes years and years to do it. If
I could take Bill Jones and say, "Look, Bill, you have a rotten farm,
You ought to improve it. It will cost you two thousand dollars to im-
prove that farm, but when you do you will be able to live off it, get
everything you need, and make yourself a self-sustaining unit and you
will get five hundred dollars a year in cash out of it." Bill Jones
will say, "No, I don't want to do that." It will take two or three
years to educate Bill Jones.

Q@ Don't you think, Mr. President, that there has been a little more borrow-
ing since election?

THE PRESIDENT: It depends on what paper you are reading.

Q Can't we use this, what you said this aftqpnoon about Temnnessee Valley and
before -- can't we use that?

THE PRESIDENT: Instead of using it right now, jot your notes down and let
me give you a hint, The National Resources Board preliminary report

is coming out, and it ties r.i.gﬁt in with it. Let me dig that up for you.

Don't use it today -- use if for a Sunday story or a Monday story.

%
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Q These notes are worth a thousand dollars at ﬁut, mindmum,
'THE PRESIDENT: iut until you learn more about it, You don't kmow emcugh

about it to write a stary. _

& If Georgla goes into raising these things for which her soil is suited,
we might have an overproduction of things in the West?

THE PRESIDENT: Not necessarily, because your consumption goes right up.

MRS. ROOSEVELT: In other words, one of the blggest things is decentraliza-
tion of industry into farm districts.

THE PRESIDENT: Let me give you an illustration. The Department of Agriocul-
ture has three diets, "A"™, "B" and "C", "A" is the diet that people
ought to have. "B" is the diet they can get along on all right. "C" is
the insufficient diet. "C" is the diet they have. Now, check me on
these figures. If we were on a "B" diet instead of a "C" diet, we
would be using in this country thirty-five million more acres a year.
That would be just on the improvement of the diet from "C" to "B", If
the whole nation lived on an "A" diet we would have to put in sixty
million more acres into agriculture. That answers that.

¢ Mr. President, if you were going to write a story today for the morning

papers, what would you write?

THE PRESIDENT: I would write that the power people were all down here and
were discussing power policy and legislation, just a preliminary talk.

MR. STORM: Thank you, Mr. President.

(The Press Conference adjourned at 3,00 P. M.)




Press Conference #161,

Held in the President's Cottage on Geoargia Warm Springs
- Foundation, Warm Springs,Georgia.
November 28, 1934, 11.00 A. M.

THE PRESIDENT: I do not know == I haven't the vaguest idea of any news
this morning. There are various people coming down before we leave
.next Wednesday. You can carry the story that we are probably leav-
ing here next Wednesday, a week from today. That is the fifth, is

it not? What time, I do n.at know, but we will be in Washington Thurs-
day.

Q Mr. President, has Secretary of State Hull referred to you an invitation
of the League of Nations to collaborate with the Chaco Peace Movement?

THE PRESIDENT: No, I have not heard anything about that at all in over a
month. |

Q Mr. President, can you tell us just who is coming down besides Farley,
Walker and Moffett and Harry Hopkins?

THE PRESIDENT: Harry Hopkins, Henry Morgenthau. We have not heard from
Ickes, by the way.

MR. McINTYRE: No, sir.

THE PRESIDENT: And we have not haa::;d from Tugwell. He mey come down again.

Q Will Hopkins and lMorgenthau be here together?

THE PRESIDENT: I do not know; I have no idea. I think Hopkins is coming
Saturday. In other words, there is no object of their all coming to-
gether. ’

Q Mr. President, there was a dispatch out of Dublin day before yesterday --

there were reports there that one of the Drexel Biddles, I forget

whether it was the older or the son, would be Minister to the Irish

Free Statg. Was that a rumor?
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THE ERESIDENT: What do we call 1%?

Q An "S. C, 8,"

Q #Speaking for Mr. Duer of the Post and myself, have you any comment to

make on that petition received for a more equitable agreement on the
fiscal relations (between the Federal OGovermment and the District of

Columbia)?

THE PRESIDENT: I will give you a Huhi:lnghon story, to the two of you. Since
1913, when I first ceme to Washington, I have been tremendously inter-
ested in the relationship butwaan\ﬂ;\e Federal financing of the District
of Columbia and the local financing tlﬁlt the District of Gnlumhia; Iin-
other words, their taxes, and so far the rela.tiu_nship has been more or |
less hit or miss. We all know why. It depended a little bit on who |
the District Commissioners were and it depended a little bit on how I
the Congressional committees on the District were constituted. There
has been no more or lese regular policy. I have been talking =~ I
have not done it yet but I have been thinking the thing over the last
three ar four days. I do not know who I will ask but probably I will
ask the tax experts of the Treasury Department to make a study of the
ecities that are larger than the District of Columbis -- I do not know

how many there are but call it X number of cities that have a bigger

population than the District of Columbia -- and the same number of
cities that are smalzar than the District of Columbia, in other words,
enough cities of each size so that Washington will be right in the
middle so far as population goes, and then try to get from all of those
cities, the bigger ones and the smaller ones, what they call an evalu-
ated tax rate, in other words, how much the citizens of those cities
have to pay on real estate which, of course, is the prineipal form of

city revenue everywhere. Then we will also find out what they have to
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the license class.

Now, an evaluated tax rate, of course, ought to be explained to
the average citizen but it is a perfectly simple thing. If one oity
assesses value on its real estate at 50 per cemt of its true value,
that is to say, its selling value, and has a tax rate of four dollars,
the people are not paying amy heavier taxes than the city which assesses
its real estate at full value and the tax rate is two dollars. You see
how simple that really 1s?

Now, an evaluated tax rate simply means that they find out what
relationship the assessed value is to true value, and thepn they fix
the actual tax rate of that particular city on the basis of true value
to find out what it will be. That is the evaluated tax rate.

Now, the reason for this study is that nobody in the District has
ever agread on whether the citizens of the District, the owners of real
property, are paying a higher rate of taxation or a lower rate of tax-
ation than other cities of ai;dlur size -- that is to say, bigger or
smaller. After that study is made, we will know pretty well where in
this 1list of cities the District stands., If the tax fatu on the
District shows that the owners of real estate in the District are pay-
ing below the average of other cities, there isn't very much kick
coming from the owners of real estate in the District of Columbia,

If, on the other hand, the study shows that they are paying above
the average of the other cities, it probably means one of two things:
either that the District Government is not as efficient as it ought to
be or that the Federal Govermment is not paying its share of the nec-
essary expenses for maintaining the District. We will have to await

the outcome of those figures. If the District people are paying mcre
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than the average, we then proceed to find ocut whether the Federal
Government should pay more or whether we can save in the cost of

Government by putting in more efficient methods,
Now, that is the first time, so far as I know, that a definite

study of that kind will have been undertaken and it ought to do a great
deal to prevent this everlasting, year in and year out, squabbling be-
tween the people in the District of Columbia, the real estate people,

the newspapers, et cetera and so on, seeking additional funds from the

Federal Government.
Q@ Vhy wouldn't it be helpful to extend that survey to all cities? Not as

a tax rate of $1,50
THE PRESIDENT: What is that based on, 100 per cent?
Sixty per cent. Of course it is based on --
THE PRESIDENT (interposing): There are various organizations that have those

figures already. You will find quite a number of organizations that
have already worked out figures showing how mich -- what the relative

tax is of the larger citiles.
9 FPresumably those figures are gathered for selfish purposes?
THE PRESIDENT: A great many are.
Q What if the survey were extended to all cities and sanctioned by the

Govermment?

THE PRESIDENT: The difficulty is this, that the Federal Government hasn't
any authority to offer them to any other govermment. In other words,
all cities are creatures of the State. I will say this, off the record,
that it would be a perfectly practical thing for the Governors' Confer-

ence to take up. _
Q There are two more points: Irrespective of what the tax rate is, large

or small, could you tell us whether you think the Federal Government

is paying fairly for what it receives in the District of Columbia?




THE PRESIDENT: I do not know. Nobody bas eny idea, newspapers to the
contrary notwithstanding. Nobody knows. You will find an editorial
a week in the Star and often in the Herald, et cetera, stating facts

and nobody knows whether they are facts or not. They say the Federal
Government ought to take over this and ought to bear this and ought .
to bear the other thing. I do not know. )

Q@ Do you think that Congress ought to put through 2 law putting it on a |
60-40 basis? ' i

THE PRESIDENT: I don't know whether it ought to be done or not. It might
be less and it might be more. We just plain don't kmow.

Q You are going to look into it?

THE PRESIDENT: Yes.

Q Is there any possibility of a release of that power material you gave us
the other day?

THE PRESIDENT: I do not think so.

Q The Edison Electrical Institute, as you saw, of course, is going to test
the constitutionality of the TVA.

THE PRESIDENT: Yes, licCarter (Thomas N. McCarter of the Public Service Cor-
poration of New Jersey) and so on. Mac (Mr. McIntyre), we got a re-
quest from MeCarter for an appointment, did we not?

MR. McINTYRE: I do not think it was M&.Guter.

Q Down here? =)

THE PRESIDENT: Yes, but I cannot see him down here. And we got a raquut.

from Floyd Ga.rliala and (Wendell) Willkie.

MR. LicINTYRE: I do not think we have had any from MeCarter.

Q Mr. President, could you tell us nho_ut your plans for tomorrow and Thanks-
giving day?

THE PRESIDENT: I do not kmow. You had better check up with Carp {ml-thnr
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Carpenter) on 1t. They are having something plamned for -- a fellow
is coming delm Yo give an exhibition to all the patients.

In the aftermoon we have a Trustees' meeting, Right after lunch
we nil g0 down to dedicate two new buildina:, up to the present time
referred to as Unit A and Unit B. They will be christened tomorrow,

Q Are you going to christen them any other name besides Unit A and Unit B?

THE PRESIDENT: Oh, yes; we are going to give them names.

Q Who will decide what they are going to be?

THE PRESIDENT: We have decided already. And then after that, off the record,
a cocktall party and then dinner.

Q How many turkeys have you?

THE PRESIDENT: I do not know, I think we have been given about five. I
have eaten one already. I am getting another ome too, a wild turkey.

MRS. ROOSEVELT: When are you going to use that large one?

THE PRESIDENT: That is the one to be used tomorrow night. You better not |
put that down because there are four or five going to be used tomorrow
night., | 3

Q Mr. President, would you care to tell us about the dispute between Moffett
and Ickes over housing? That all came out of Washington. We didn't get
anything here at all,

THE PRESIDENT: Do you want me to talk, off the record?

Q That will be fine, -

THE PRESIDENT: This has to be off the record because again there is no use
of injecting me into it, because somebody will say it is denial and
nt;lna will say it is affirming and some will say it is settling a row,

Apparently, what happanod was this: Last Thursday Ickes had his

press conference, and he talked about one form of housing plans, hav=

» t ¥
ing that in mind perfectly clearly himself, But the fellows in the




conference did not get what he had in mind, He was talking about alum

elimination and rural housing, the thing we were talking about the other

day, which of course camnnot be done by private capital. He said, "ihy,
of course, private capital won't go into this thing. We cammot rely on

private capital for it." It was perfectly true. The Post story was

darned good and made it perfectly clear. But one or two of the other
stories gave the distinct impression that what he was referring to was
housing in general. Whereupon Moffett, on reading this, went up through
the roof, thinking that Ickes is going into the kind of housing that he l
is doing. Thereupon the hell hounds of the Press got around Moffett

in the afternoon and worked up a controversial story which, of course,

was in large part Moffett's fault bnoauﬁa he thought that Ickes had

been referring to general housing, which he hadn't at all. Finally, ‘
on Saturday, they had A meeting and put the omus of the whole thing on |
the -Press and said that they were in complete accord and that their two |
programs did not conflict., E

Now, the real answer is a perfectly simple one. Obviously the two

things do not conflict. We have four and three-quarter million people

on relief. Probably half of them are living under very terrible con-
ditions. There are probably another four and three-quarter million
people who are not on the_feliar rolls, Now, that just does not mean
people, that means that the four and three-quarter million people on
the relief rolls represent sighteen million people on relief,

Taking the two groups living under undesirable conditions, it means
that there are nearly forty million people who are of such low earning
capacity that they camnot get credit. They cannot get credit and pri-

vate capital won't give them credit. 'I am not aaring-imprupnrlr. be-

cause I think very properly. You take the ardinary person, if he hnnn't




a job or any cspaocity, private ospital isn't going in and lending him
money to build a house, Obviocusly not.  Now, what are we going to do?

Are we going to leave him where he is just because he hasn't security

to of fer for a private loan?

If he falls into the higher class, he comes to Moffett. Now the

simplest illustration is this: That of all the loans made through the |
Housing Administration today, the average earning capacity of the !
people getting loans is $2,750 a year. Now that figure of $2,750 a |
year is nearly three times the average family income in the United

States. Therefore the Hnuaiﬁg Administration is taking care of people
with sufficient earning capacity to obtain a private loan and it is

doing a grand job, It is taking care of what might be called the very |
large number of people, again millions of people, who fall into the

category of having an income of somewhere, let us say, between $1,500
and $3,500 a year., Those people have found it difficult to go to the
bank and get a loan at a low rate of interest because the bank was not
certain of things. Therefore Moffett's organizeation goes to the bank

and says, "If you put this thing through, it is your responsibility,

| but you will get Govermment insurance up to a certain point."

Now, thet is going well for certain people, that group, (earning
between $1,500 and $3,500 a year) but it was never intended for and
nobody had any thought that the Housing Administration could persuade
banks to lend people with incomes of $750 a year., There was not enough
security. Nor could they do it for people on relief who haven't any
income except what they are getting from a Govermnment job or through
relief.

That raised the question, "Are we going to call ourselves licked?"

Now, I will give you the best illustration: It raises other complice-

o




24

tions. Joe Day in New York is a very old friend of mine, and one of

the best real estate men in the City of New York. He and I have been
u:rrring on a very interesting correspondence. He lﬁrtod off by tell-
1:; me that it was terrible for the Federal Government to go into slum
clearance, He thought that private anpiial ought to do it. I said,
"Joe, this is all vexywell, but you have not eliminated the slums in
New York." He wrote back, "Give us a chance, I think we can.” I said,
"At what cost per room per month?" He 'aa:ld, "You have me there, we
cannot do it for less than $12 per room per month." I said, "How many
families are in the City of New York that camnot afford to pay that?"
He came back and said, "We hope that with the return of prosperity
there will be more," I said, "That isn't any answer to my question.™

Now, the very simple fact is that in the City of New York there
are probably a million people -- there are probably two hundred thousand
families alone -~ that is probably a rough guess -- whose earming
capacity brings them under the thousand dollar a year class. They
probably ought not to pay, out of that thousand dollars or less, more,
let us say, than a hundred and rilftr, a hundred and forty or a hundred
and fifty dollars a year for their rent. They cannot afford it because
they have to eat and clothe themselves.

Now, what does that mean if the cheapest rooms in the City of New
York rent for $12 a room? That means that the whole family can afford
to live only in one of those $12 rooms and no other room. They have
to cook, to eat, and everything else in one room, If, on the other
hand, you cean get them rooms for $6 a month, the family can use two
rooms,

What is the result? They are living today under most terrible

conditions, in old tenement flats, on the East Side, also on the West
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fide, in the middle West Side and the middle East Side. We all know

the conditions they live under. They are able to get, on the average,
pcihp. two rooms at $5 or $6 a room. There is no sanitation, no light,
no nothing. They are pretty terrible living conditions.
Now, Joe says, "We are licked. Private capital could not afford

to build for 35 or $6 a room. That is not enough." That is his enswer,
"Ne are licked."

Q Is he convinced?

THE PRESIDENT: Yes, but he says that the Government ought not to go in.

Q Why?

THE PRESIDENT: He ways it is not the prerogative of the Government., It is
unconstitutional. Like TVA. It is illegal. He says the thing, o*rai'
a pefiod of years, will work itself out some way. Then he also says,
"If you go in and tear down these tenements, you are going to cut real
estate values very much." Well, that is true. The value of temements
in the City of New York, including the City assessed valuations, is
mach too high., They are being held at those high prices with the hope
of the owners that some Fairy Godmother is going to come along and
teke it off thelr hands at this price. |

And that is the great difficulty of the Government going in to

remove slum conditions in the big cities, the fictitious cost we would
have to pay for that land. Yet I suppose there are tens of thousands
of parcels of land in the City of New York which are only bringing in
on the assessed velue, which is l?gher than what they can sell them
for, bringing a yield of 1} or 2%. But there is always 'the hope on the
part of the owner that something is going to happen.

9 If the Govermment built these homes, who would own them?

THE PRESIDENT: In the case of a tenant there are practically only two methods.




One is tenant ownership, Iﬁinh has been used in a great many hu:lldiﬂa
in the City of New York, such as the Bronx buildings .tho.t the labor
people put up. The tenant, by making extra payments over and above the
rent, eventually, in twelve or fifteen years, owns his own apartment.

That is tenant ownership.

The other method, especially in those places whers you have a
floating population that moves out and in a great deal, you make it a l
straight Government proposition which, after the Government has been ‘
paid back, could probably be sold to private people. In other words, |
it does not mean that the Government would stay in forever.

Of course Joe Day has this other thought, and in enother letter
he talked about the terrible soclialism and what had been donme in Germany ‘
and England and Vienna in cleaning up slumss He said it was just |
straight socialism and of course we couldn't do anything like that. I
But if you had knowledge of what happened in Germany and England and
?1anﬁa. you would know that "socialism"™ has probably done more to pre-
vent Communism and rioting and revolution than anything else in the
last four or five years. Vienna has practically cleaned out her slums
and has done a grand job.

Then, of course, there are the other phases such as rural housing.
We talked about that the other day and you understand the whole uhjeu; )

tive of it. There, again, we have got to put up houses that private

capital cannot put up. We have to reach an entirely different group
in the commnity. It is a secret at the present time, but there are
two or three fairly good-aized.thinga we are working on, plans for a
new type of house. Don't use this, because they are not ready -- it

would not be fair to them. It would be a complete, fabricated house,

with pre-fabricated steel as an essential part of the construction,
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The house would have all of the latest Mn:l.uputa in it. It would
have heating and air-cooling lrltm for the summer time. It would have
all the electrical equipment you ocould possibly put into a house and

they believe that they can sell a house of that kind for $3,800, Now,
that is perfectly megnificent. It is an important step shead. I think
it is a five-room house,

Now, who can buy a $3,800 house? None of the people on relief. It
is too much. It will be teking too much of a chance for private capital
to take a fellow off the relief rolls and put him into that house.

Now, there are what I call the "marginal™ people who are just out on
the line, people who have a Jab,_a little bit of a job, making $20 a

week as a family. Private capital camnot afford to put them into a

$3,800 house. They are too close to the line. It is not a good risk.
So, what we are t;ying to do 1s to put up houses where these people can
€0 in and, because of the much lower monthly payments, there is a chance
of getting the money bacg, but private capital cammot do it. It is a
field into which Government alone can go, and Government only can do it,.

Government cammnot say, "We are licked."™ Other countries have done

it and have put up perfectly grand houses at $1500 and $1600. We can
come pretty close to doing it here and it does not interfere in any
way with the outlet for private capital, nng“ona bit, because they
would not go into that field at all.

Q How much money does it cost the Government?

THE FRESIDENT: It depends on the program. In other words, when it comes
down to that, you can take your program and run it from $100 to a hun-

dred billion, I mean, that becomes a matter of financing rather than

a matter of policy.

Q Is this on the record?
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THE PRESIDENT: No, this is ell off the record.

'Q On this housing program we were just talking about, has that been decided

on at all?

THE PRESIDENT: In figures, no. In policy, yes.

Q Could we use that fact? .

THE PRESIDENT: Depends on what you use with it. In other words, if I were
writing the story today I think it would be perfectly all right to say
this, without putting it on me: It has been made increasingly clear
by people coming to Warm Springs to see the President (laughter), mean~
ing the Press (laughter), that the Government recognizes as a matter of
policy its obligation to those people in the United States whose stan-
dards of living are so low that something has to be done about it, but |
whose pocketbooks are so small that private capital camnot properly
lend them money. And if somebody asks the question, "Is Govermment
going to consider itself licked in its effort to take care of people
who cannot dthﬂruiaa be taken care of?", the answer is, obviously,

"Nol", And further, as a matter of policy, the Government is going to

continue every reasonable effort -- that answers Stevig's question, and

| I cannot give you any figures -- continue every reasonable effort to
glve the lowest income group in the United States a chance to live
under better conditions, for the very simple reason that if Government
does not do it, nobody else will or can.

Now, of course, a Government program of that kind is not all one-

sided. My "missus" suggests a very excellent addition to it, that it
means & very definite 1lift to the heavy industries not only during the

construction period but also means that after that period is over there

will be an additional consumers' demand because, once people get a bett




standard of living, they are going to insist on maintaining it.
In other words, the policy story is all right, as long as you don't
try to get too factual about it, because I haven't any more idea than

you have as to the dollars and cents or whether it will be done or any=-

thing of that kind., It is a philosophical policy story.

Q Mr. President, in this connection, stories have been printed that the

Government's guaranty of 20% of any losses be extended to other fields
8o that private banks and private financial agencies could do this
financing which they don't see how they can do todai- In other wnrﬁu;
they could lend money to people in the lower income brackets.

THE PRESIDENT: There you have to come down to practical cases. This has
to be off the record, too. Probably private capitel, in most cﬁaau,
is not efficiently organized to carry through a very large operation,
Let us take a very simple example: Suppose we were to start here in
Georgla a new community with'daﬁant homesteads for people on relief --
decent homes for people on relief. Nobody thinks mch about it.
Should the community consist of a thousand people, in other words, two

hundred families, or five thousand people, a thousand families, or

| should it consist of ten thousand people. That immediately brings up
‘ a question that probably only the Government can plan for. e would
try several types of communities of that kind.

Incidentally, and you will have to leave this off the record too,
I had an awfully interesting talk with Edsel Ford about it because old
man Ford -- Edsel brought me quite a number of photographs -- as you
know, went into the valleys above Detroit and took little villages and
put in very small mamufacturing plents, plants that ran anywhere from

twenty or thirty people up to a couple of hundred people. Wedll, a

plant of a couple of hundred people probably supplies a commnity of




2500 ¢6 3000 people beceuse a lot of people have o run the grocery

stores and the post offices and so forth and so on. He pointed out

that it was perfectly true that in the case of Ford doing it, it means

a pretty good assurance that the plant 1111 ;un because it is a great,
huge corporation and you can assure a good income to the workers in

the commnity. Actually, he showed that the smaller plants of the com-
panies are paying 31350 annual income to the employees in that commnity,
which i8s pretty good and away above the average.

If you can get a factory tu'uumﬂ in, a small factory of a big
concern that has a fairly steady demand for its products, that is all
righf, but there is a limit. They are all‘wurking on 1t, General
Electric, Vestinghouse, Steel, et cetera. Decentralization, if you
can get enough, will probably be all right, but you probably cannot get
enough, |

Then you come down to the next question, "What can you use as a
substitute for a branch factory of a big corporation?" Probably not
very much except by trying to make the community itself self;suppurt:
ing. That means a fairly good-sized community, big emough to make its
own dresses, clothes, shoes, shirts, besides its own food supply. If
a community of that kind can be made somewhere around 80% self-suffi-
cient, it probably can be made a go of, But the point is that private
capit;]., obviously, won't go into that. Some of the big companies
with fairly large capital will, but, as you know, the big corporations -=-
the corporations employing, say, over a hundred men -- they only employ
40% of the industrial workers of this country. 60% of the workers are
employed by companies employing less than a hundred men. They are not
big enough to go into this sort of thing. Government has to help them

to do it.




I think that is about the only answer you can give on that, that
again private capitel is not in as favorable a pmﬁan to do it as
Government would be, and that private capital probably won't do it be-
cause there is too much risk.

¢ That would make this a good story, Mr. President.

THE FRESIDENT: They never have -but:rru.

Q@ Are you willing to insure up to that amount?

THE PRESIDENT: We cannot insure, Suppose we did., Suppose we said to the
private capital, "You go ahead and do it." I don't know., I don't
suppose, in the first place, that private capital would do it. They
haven't been orgaenized and don't know enough about it. In the second
place, they would consider that 20% was too little insurance. I just
plein think they would not come in if we extended it.

MR. MeINTYRE: In connection with what you said about housing policy, would
you have any objection to the use of that part in which you pointed
out that there is no conflict between the two?

THE PRESIDENT: That is perfectly all right to use, There was absolutely no
conflict. The private dollsr won't go into the Govermment hm:sing that
we are going ahead on. If private dollars show any desire to come in,
we will be willing to give them every opportunity so to do.

Q@ I cannot sey we haven't very much; you did pretty good.

THE PREIDE;IT: You got a real Washington story.

¢ Yes. It is getting kind of late. Looks like you are trying to take me
out of it. (Laughter)

@ In the papers this morning there is a story thﬂtttha Nye Committee is
going to consider the complaints of investigators that Government offi-

cers are holding up the investigation into munitions.

THE FRESIDENT: I do not know; I have not heard anything about it because
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all the Federal Government officers are very much willing to give them

everything we have.

Q You stated that at Hyde Park.

THE PRESIDENT: The last time I saw Gerald Nye (Semator Nye) he told me he
was delighted with all the cooperation he was getting. Did he say
where that is?

Q No, he did not.

¢ He is calling a meeting on Monday.

G Does your Order still stand?

THE FRESIDENT: Yes, on everything that is not a military secret.

@ Did you hear about the report on pine wood resources? The Hearst pepers
are very much interested and New York is very much interested (show-
ing the President a elipping).

THE PRESIDENT: You know, I have been tremendously interested in this right
along. Herty (Dr. Herty) came down here six years sgo and did that.

@ 1 knew you had in general.

THE PRESIDENT: Why don't you get a story out of George Foster Peabody while
he is here?

Q I would like comment from you.

THE PRESIDENT: The only comment I have is that I have been interested in it
for five or six ;f,rea:::s and heve been following the progress they are mak-
ing with the bellef that there are real possibilities for many, many
new uses to which the wood resources, the forestry resources of the
South could be put. They have only scratched the surface on that.

¢ This is a report merely on the resources and not on the possibilities,

THE PRESIDENT: The resources can be inereased too.
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CONFIDENTIAL 3

Press Conference #l6l-A

In front of the Newspapermen's Cottage on

Georgie Warm Springs Foundation, Warm Springs, Georgia
November 30, 1934, 3,00 P, M,

Q Mr. President, will you give us a slant on what your plans are over the

week end, who you are going to see and what you are going to disocuss
with them?

THE PRESIDENT: I haven't the foggiest idea when they are coming down. |

MR, MeINTYRE: Why don't you ask him something else? That stuff is all
available, :

THE PRESIDENT: I don't know what is available and there isn't any conramﬁa,'
Just ordinary talk., There is no subject. It is tough luck for you,
but there isn't any subject.

Q Any news in your talk today with Moffett?

THE PRESIDENT: No; we talked about his work.

Q I have a nice o0ld question resurrected. We have got from London and Washe-
ington the rumor that there has been a note suggesting war debt settle-
ment.

THE PRESIDENT: "S. C. S."

I really, honestly, do not believe there is the slightest bit of
news. I do not believe I could write a story myself.

Q We have got to.

Q Any plans for consolidating the housing industry?

THE PRESIDENT: Not that I kmow of. |

Q This idea you were telling us about the other day == tllu Federal housing

program for low income people?

THE PRESIDENT: No; still very much in the study peried.

Q ifr. President, is there anything to say about the relief plans for the




winter?

THE PRESIDENT: Still in the study period -- third of January., You will get
a story on the third of January., Anything you write before that will
be wrong. (Laughter)

Q We took copious notes of our long Press Conference, the one we had the
other afternoon and it would make a swell story if we ocould release them
sometime.

THE PRﬁIDHiT: I Elo not know how we can. Which one do you mean, the housing
or the TVA?

Q Couldn't we write 1t?

THE PRESIDENT: Mo, I will tell you why: You will cremp my style. I am
thinking, again off the record, I am thinking of using that when I go
on the air in December. I think it is a good thing to use,

Q There will be a gnashing of tepth.

THE PRESIDENT: I think 1t will make an awfully good thing to use. Obviously,
1 have to talk about agriculture. In other words, you do know this,
that I am going to talk on some of the things I did not mention in the
last one., I did not talk on agriculture and TVA and probably other
things. You all know I am going to touch on some of the things I did
not mention in September.

Q Have you decided just what time you will speak -- what day?

THE PRESIDENT: No, I have no idea at all,

Q Are you having a good time down here?

THE PRESLDRI: That is a silly guestion. I ar going to lunch with Cason
Callaway on Sunday. No reason why you ghould not know that,

Q Over in La Grange?

THE PRESIDENT: It isn't his place, it is on top of the mountain.

I do not think there is another blessed thing.




Q Amy plans for today?
THE PRESIDENT: No, I am going up to the farm, and I will talk about whether

I want to sell my cows now or later on.

Q For sale? Your cows?

THE PRESIDENT: Forty for sale. These are beef cattle. !

QC Is your superintendent having emy luck with his breeding experiments? I
talked with him last rua;.

THE PRESIDENT: Getting along very well and of course in our own cattle we
are getting mch improved stock.

¢ Did you get any drought cattle at all?

THE PRESIDENT: No; I have practically all I can feed. I have to get rid of

| forty, if I can. I had fifty calves this year but, of course, the
prices are terrible, awful.

& About two cents?

THE PRESIDENT: Two cents; two and a half cents.

& Are you going to take that up with the Administration? (Laughter)
The way the boys are eating at our cottage, you might send one down.

THE PRESIDENT: I will do that; it would be very good business. I will semd
down a young, tender, fat heifer.

Q A few bottles too. (Laughter)

Q No, we are going on & program of more eating and less of that.

THE PRESIDENT: Well, it was a good party last night,.

& Fine,

Q HNr. President, are you going out to the farm from here?

THE FRESIDENT: No, I have to go back to the house.

Q About what time will you be going out?

THE FRESIDENT: About half past four.

Q Would you mind if we go out?
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THE PRESIDENT: No, you had better mot because the most of the time I am go-
ing to be telking to the farmer,

Q About that tax investigation you are going to make, will you talk to the
Census Bureau? They have already made that investigation.

THE PRESIDENT: I am glad to know that, Russ (Mr. Young). I did not know

that they had done that.

¢ Thank you, Mr, President.
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