CONFIDENTIAL

Press Conference #333, .

Executive Offices of the White Hbusa,
January 5, 1937, 4.20 P.M.

(Assistant Secretary of State Moore and Senator Pittman were
present at this Conference.) ‘

Q Hello, Mr, President. There is a howling mob out there today.

Q A big gate today. |

THE PRESIDENT: They are at the wrong end of the Avenue,

I think I will have to change this into an operating room
where the spectuators sit around in banked tiers. I cannot see
anything more than three rows back. But then, I would be a corpse.

MR, DONALDSON: All in,

THE PRESIDENT: I was remsrking that you people were at the wrong end
of the Avenue., There is no news down here. |

R How big a report is that reorganization report goinz to be, for
practical working purposes?

TIE PRESIDENT: It depends on what you sre going to use. I am going
to try to have a summary qf,lsay, eight to ten pages, and then
the report itself, I should say at a guess, is about 125 pages.

® Do you send that report to Congress?

THZ PRESIDENT: Yes, I am going to send it to Congress.,

& Will they meke it publie, or you?

THE PRESIDENT: I think we might do with that report what we do with
the Budget because it has more or less the same kind of techni-

celities. Ve can have a seminar, off the record, beforehand, out

of which you will get very, very few factual things but a great

deal of theory.
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Q Have you made up your mind es to when it can be released?

THE PRESIDENT: I will send it up Tuesday, so I think we could have a
geminar next Monday aftermoon.

@ And release it the day it arrives up there?

THE PRESIDENT: Yes. I would let you have copies before the seminar,
just like the Budget.

Q Will it go up with a special Message, lkr. President?

THE PRESIDENT: Yes.

Q Hee the Navy told you anything about its difficulties in getting
steel and copper bids?

THE PRESIDENT': Only the fact that they did not get bids the last time
they opened bids on copper and the same thing on steel, I think.

§ Was that due to the Valsh-Healey A4ct?

THE PRESIDENT: I do not know; I heve not gone into it.

@ Have you instructed the Navy to go to wé}k on the battleships?

THE PRESIDENT: T will tell you something about battleships next Friday.

I am not ready but I will be on Friday.

Q The report was that a move was under way to abolish the Federal Art
Projects of W.P.A.?

THE PRESIDENT: T don't know; I have not heard anything about it,

0 The Theatre Projects?

THY PRESIDFENT: I don't know; I have not heard a word about it.

& Anything on the neutrality legislation about to be proposed tomorrow?
THE PRESIDENT: No. Some of you have already talked to the Acting Sec-
retary of State on it and the next news, I imagine, will come
through the Chairmen of the Foreign Relations Committee of the

Senate.




333 -- 3

Q Any comment on that memo sent to you by the sailors, by the striking

sallors, in New York on the Copeland Act?

THE PRESIDENT: I do not think soj; I do not think there is any news on

it.

Q Are they actually enforcing that strike book yet?

THE PRESIDENT: I don't know. It has been sent out, I think1

Q Will you make any appointments on the Maritime Commission soon?

THE PRESIDENT: Yes, but the word "soon" is elastic.

Q@ Could you define it for me?

THE PRESIDENT: No; I could not if I wanted to.

@ Can you comment on the automobile strike situation, the conference
with Miss Perkins?

THE PRESIDENT: We did not have a conference on it.

Q@ ©She was in to see you this morning?

THE PRESIDENT: Just general taings.

Q@ Did you discuss the shipping situation?

THE PRESIDENT: Only in a general way.

Q Any moves contemplated?

THE PRESIDENT: No.

iy Any action on the automobile strike at present plan any
action? 3

THE PRESIDENT: No, we discussed the feets of the case just the way
you people have.

Q Does the Resolution which Senator Pittmen wanted to introduce in
the Senate, asking an embargo on munitions and arms to both Loyal-

ists and Rebels in Spain, have your approval?

THE PRESIDENT: I think you will have to get that from Senator Pittman.
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He 1s going out in a few minutes and I do not think he will give -

it to you when he goes out. (Laughter)
Q Any comment on the Supreme Court decision on conviet goods?
THE PRESIDENT: No.

Q

-

Did you read Alfred P. Sloanf's statement to the General Motors"
employees on the strike, the one advertised in the papers this
morning?

THE PRESIDENT: Was it in the papers this morning? I did not see it.

Q Some of us who frequent this side of the room are a little bothered
by what appears to be a stack of undistributed Christmas presents.
I was just wondering if you had forgotten to play Santa Claus to
a lot of people?

THI: PRESIDENT: There are a lot of people who have been away.

Q@ I understand Admiral Grayson has brought up the matter of making
the Inaugural Parade a little larger?

THE PRESIDENT: It is quite too late hecause that was d;cided about
two weeks ago. We are going to have, by my special request, some
more young people in the Parade. There will be about 400 boys
from the C.G.C. camps and a couple ﬁf hundred boys and girls from
the N.Y.A.

Q If the automobile strike continues, will the strikers be entitled
to work relief? : |

THE PRESIDENT: That is an "if"™ question.

§ When asn sutomobile strike --

THE PRESIDENT: (interposing) That is an assumption.

Q Coming back a moment to neutrality, is it your intention to have

neutrality legislation concerning the civil war apply exclusively
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in this case to Spain, or is that a general poliocy?

THE PRESIDENT: You will have to walt until you aee-ﬁenatnr Pittman's
Resolution.

Q Will that be in accord with your views?

THE PRESIDENT: You are just twenty-four hours too early.

Q Have you set your time for the primary class on the Budget?

THE PRESIDENT: Thursday at four. Is that all right?

Q Yes. Thank you, Mr. President.

Q Mr. Presidanﬁ, do you expect further legislation regulating stock
markets this session?

THFE PRESIDENT: I do not know, 1 have not talked that over with the

S5.E.C. people.




CONFIDENTTIAL

Press Conference #334 -- Budget,
Executive Offices of the White House,
January 7, 1937, 4.00 P.M,

THE PRESIDENT: We were just remarking in the front row -- I am aw-
fully sorry for your job. I could not write a story to save my
soul and I asked Dan Bell if he could and he said he could not

~either,

In the first place, before I begin, Steve (Mr. Early) sug-
gested I repeat what he sald this morming, that there is no
reason you should not refer to this Conference but what is said
here is off the record. The fact that it is being held is all
right to print.

i May we refer to the fact that there was a Conference?

THE PRESIDENT: Yes, and the people who were here.

I suppose the easiest thing to do is to do what we did last
year, which is to go through the sixteen pages, which are compar-
atively short and just touch-the high lights. I suggest thet
perhaps it would be better, if a question occurs to you, to jot
it down on the margin and then come back to it afterwards. It
would be better to go through the whole thing -- it won't take
but ten or Tifteen minutes -- end then come back.to specific
questions.

On page V -- page five -- the second paragraph states the
objectives we heve in mind for the last four years, which is noth-
ing more than a psraphrase of what I said to the Congress yester-

dﬁy; first, the restoration of economic life and, second, the

gaining of permasnent advantages of velue.
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The last paragraph on the page states categorically that,
except for debt reduction and assuming -- hoping that additional

relief expenditures would be within the $1,537,000,000., the 1938

Budget is in balance.

That immediately raises the question, which some people are -
a little vague about -- I know I am, I have to fight Dan Bell |
every year on it -- the question of keeping debt reduction in the

Budget. Vhen Dan (Mr, Bell) brings it in, I always call him a

certified public accountant. Theoreticelly, every public corpor- |
ation ought to put in an amount for debt reduction every year.
Practically, if the corporation does not reduce its debt and comes
out, even after paying the interest on the debt, it has not in-
curred any more debt, why, it is therefore, from what I call the
lay point of view, it is in balance. It still has the same debt
it hed tLe year before. II Stevie (Mr. Stephenson) owes $10,000.
with interest at {400, 8 year, and st the end of the year he has
paid his interest and paid all his bills, but he has not reduced
his debt, Stevie is still in balance from the lay point of view.
Bﬁt the C.P.4. would not call it in balance. e would say he had
to have reduced the £10,000. So, from the layman's point of view,
this Budget of 1938 is in balance, provided we keep tue additicnal --
later on in the session (of Congress) -- appropriations for relief
within the sumn of &1,537,000,000.

So, on top of page VI I say that we expect to be able to do
this if the economic improvement of conditions continues in 1939

so that in next January's Budget, if they continue approximately

the present rate, we ought to be able to have a C.P.A. balanced
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Budget, not only with no increase in the debt but with an actual
reduction in the national debt, That is the expectation we are
holding out for next January in the 1938 Budget.

The first paragraph on page six just restates the benefits
to the Nation. The next paragraph says, as I told you before, I
am later submitting an appropriation for additional relief which
I hope will not exceed $1,537,000,000.

Then I go on and say something I think is a very importent
thing, from the point of view of the country, to have said.
(Reading)

"Thls hope is based on the assumption that indus-

try will coopercte in employing men and women from

the relief rolle in larger numbers than during the

past year."
liow, you &nd I 8ll know that the figzures show that factories are
running snd that a great many morc people are employed than there
were in January, 1936. But the drop in the relief rolls has not
come anywhere neer making the same showing as the number of people

that have been employed from sources other than the relief rolls,

so the mere employinz of more pecple does not help federal expen-

ditures unless the employers will teke people off the relief rolls,
0f course, that is perfectly elementary but it is a thing I do not
think has been sufficlently stressed.

And I go on: (Reading)

"Many of those in charge of industrial management,
recognizing their obligation to the Nation, have
furnished a large measure of employment to the job-
less., Today, while it is true that in some sections
of the country certain types of skilled workers are
still seeking employment, it is nevertheless a fact
that the great majority of those now receiving re-
lief belong to the unskilled group.”




Now, that is true in practically every part of the country.

(Reading) .

"It is my conviction that if every employer or
potentisl employer will undertake during the next
8ix months to give employment to persons now re-
ceiving Government help, --"

and those are mostly unskilled workers or people over forty years

old. In that case, (reading)

"~ the national Budget can thereafter be kept
definitely in balance, Without such cooperation
on the part of employers, the question of a bal-
anccd Budget for 1938 --M

coming fiscal year -- (reading)

"—— must of necessity remain an open one, for the
very good reeson that this Govermnment doues not
propose next year, sny more than during the past
four years, to sllow Americen fsmilies to starve."

There is nothing much more on thet page.

ar top of page VII -- and il is really saying agsin what I
implied yesterday -- (reading)

"The cost of new furetions and duties can be sub-

stantislly reduced only by curtasllicg the function

or the duty. I propose shortly to submit to the

Congress s broad plsn for placing the Txecutive

Branch of the Government on s sounder and nore re-

eponsible basis of mansgement, The carrying out

of sueh s plan will undoubtedly result in sone

saving in expenditures; hut it rust be remembered --"

ie importent -- (resding)

"-- that vhat is generelly known as overhead repre-

cents only a small fraction of totel expendltures

in sny large business, Covernment or private."

Of course, there sre perfectly cbvious things where better

managenent would not ssve us a red cent. The interest on the

public debt of {€60,000,000. & year, thet must be paid. You can-

not save any money on that., You cennot save money on the paying
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of.panaions because the machinery on the payment of penaiaania
on a straight pension basis and the sctual cost is in the pension
required by the law rather than in the cost of overhead. Another
example is national defense, If you start to build battleships
or buy clothing for the Army or food for the enlisted men in the
Army or Navy, there isn't very much saving on that. That one
item runs somewhere sround a billion dollers a year. (Reading)
"PART II -- RECOMMENDATIONS.™
These are just some spacific recommendations, (Reading)

"Temporary miscellaneous internal-revenue taxes."

The gist of that paragraph is thet I consider the.revenue from
such sources, or its equivalent, 1s necessary for the financing
of the Budget for 1938. That is saying to the Congress, "If you
do not want to extend this temporary taz or if you want to abolish
it, you have got to give e suvmething else in the way of cash to
take its place.” (Resding)
"Postal receipts.--The estimetes of appropria-
tions for the Postal Service ineluded in the 1638
Budgzet are prediceted upen the continuance during

that fiscel year of tue 3-cenut postage rate for
first-class mail other than for local delivery."

fdere is a touchy subject you ray or may not went to handle,
(Recding) it
"ihile the Government mskes & profit on first-clsess
mail, the Postal Service is not self-supporting be-
ceure it cerries other clasces of mail &t & consid-
crable loss, =--=" -

Now, if you went Lo explore thet, go shesd. Ve not only have e

breskdown of it on page XXITI but Lan (Mr. Bell) hass a very full

breskdown of it, showing the cost of cerryiug second-class publi-
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cations exempt from 20lie rates -- zone rate publications, deily
newspapers, newspspers other than daily.

¢ What pege 1eg that on?

THY PRESIDENT: 716 in the blue book.

€ JTs that s new table?

MR, BILL: DNew and some detail.

@ Do you expect to carry it down?

THE PRESILENT: It ie carried down here. What are you going to do,
set yourself up se s better authority than this?

& I just wanted to know; that wes a new one.

THE PRESIDENT: OCf course, strictly in the feamily, these fizures are
necesgarily estimates, Just as in the District of Coluibis,
whetlier or not they are paying adeguate taxes depends on the point
of view of the fellcew making the estimate. So, go ahesd; that is
g very interesting field for you to study.

¢ Can vwe also speculste .n frenked mail?

THE: PRISITFNT': It is s8ll down; it is sll there. TFine,

Then the Civilisn Conservetion Corps et the bottom of page
VII. I say that it has demonstrsted its usefulness, that it bas
met witli general epproval end should be continued. (Reading)

"I intend shortly to submit & supplemental esti-

rate of sppropristion to carry the Corps from

Merch 31, 1937, to the end of the current fiscsal

yesr; end I strongly recommend thet Congress enact

during its present session the necessary legisla-

tion to establish tle Corps ss a permanent sgency

of the Govermnment." :
There is an estimate in the 1938 figures on the besis of Congress

acting on thet reconmendation.

F'oes that recomwendetion, sir, indicete where the Civilien Conservae-
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tion Corps should finally find itself?

THE PRESIDENT: What?

@ Do you, in the recommendation, indicate where you wéuld like the
Civilisn Conservation Corps to be placed?

THE. PRESIDENT: No., That comes under the reorganizetion plan.

€ How much is the smount? You have the general figure there but do

" not bave the specific --

Q (interposing) There is a 4790,000,000. eppropristion and you have
£650,000,000, for relief.

THE PRESIDENT: No, it is not in that.

MR, BELL: It is in the $450,000,000.

THE PRESTIDFNT: Tt is in the $450,000,000. for other things.

¢ Where do we find that?

MR. DILL: In the Budget Summary,_?upplementary Itens, you will find
the figure of {750,000,000. for 1927 and 450,000,000, fer %238.

&

e

{650,000,000. of that is for V.P.A. end is the C.C.C. in the dif-
ference between the $650,000,000. =2nd the 1790,000,000.7

MR, BILL: Yes, fsr the thrse months, |

¢ Dow much of this {400,000,000. is for C.C.C.?

MR. BELL: About . 300,000,000,

0 Is that the Budget Tigure for 10282

MR. BFLL: Yes.

THE PRESIDINT: (Resding) "Ixpenses of emergency sgencies."

This is, sguin, more or less es I said yesterday., Such of the
emergency sgencies as may be continued should have all of their

expenditure requirements made subject to the same scerutiny that

s

is given by the Bureau of the Budget to the regular establishments.
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That 18 bringing in all the outside agencies in the Budget scheme.

Q Vhat ones are out?

Mﬁ. BELL: fhare are several small ones, the F.D.I.C. and a few more.

Q The T.V.A.?

THE PRESIDENT: The T.V.A. is in. You remember, last year we brought
more of them in. There are still a few loose ends and I think
most of them are in by Executive Order and not by legislstion. I
would like to have them all covered in by legislation and not by
Executive Order.

Now, we come down to fhe three years 1936, 1937 and 193E.
1936 is the year that ended lest July and gives you the final
figures, for the first time complete, I think.

MR. BILL: No, they were in the Budget summation in June.

THE PRESITCFNT: The Treasury receipts of the last fiscal year (1936)
vere §4,115,000,000., or $295,000,000., less than was estimated s
vear ago, which was six months before the fiscal year.

& VWhere ére those figures?

THE PRESIDENT: In the middle of page VIII. But, as s result of the
Supreme Court decisicn, we lost $457,000,000. on account of the
Triple A and Bituminous Coal Act revenues being cut out. If it
had not been for the invalidation of these taxes, the total
revenues would have exceeded the estimates last January by
$162,000,000. So, our estimetes were perfectly all right, but
there were extraneous circumstences which csused them not to carry
through.

Then, the taxes on carriers is a very small item. It has

been deferred, the collection of it, hécauaa of pending litigation.

e

1




(Reading)

"On the other hand, miscellaneous internal-
revenue taxes produced $136,488,000 more than was
anticipated; customs revenue, $33,621,000 more;
miscellaneous receipts, $32,053,000 more; and re-
alization upon assets, $1,.483,000 more.

On the expenditure side (of the fiscal year 1936), the expendi-
tures amounted to §8,879,000,000., compared with en estimete of
£7,645,000,000. a year ago., But here again the estimates last
January obviocusly did not include §1,673,000,000. for payment of
the bonus. Therefore, excluding that bonus payment, the expendi-
tures for the year ending lest thirtieth of June were about
£439,000,000, less than the estimates, so we did not spend as
much as we expected.

The totel expenditures in that year for recovery and relief
were $2,776,000,000. aguinst an estimate of §2,869,000,000.,, or
about three-quarters of a billicn less.

For running the reguler departments and esteblishments we
spent £3,276,000,000., compared with estimates of 3,482,000,000.,
or ¥200,000,000. less.

Jn statutory debt retirement we spent$4,03,000,000. and for
interest on the public debt 4749,000,000., as against, respectively,
$552,000,000, and $742,000,000. (Reeding)

"Deficit and public debt.--The gross deficit

for the fTiscal year 1936 amounted to $4,763,841,642.

Ixeluding 3403,240,150 for ststutory debt retire-

ment, there was a net deficit of J4,360,601,492.

The estimated net deficit as conteined in the Budget

submitted & year ago was §$2,682,482,392, a differ-

ence of §1,678,119,100. As previously indicated,

the ori inal estimate has been affected to the ex-

tent of $457,000,000 as a result of the invalidation

of texes levied under the Agricultural Adjustment
end Bituminous Coal Acts and by the additional




expenditure of $1,673,493,000 under the Adjusted
Compensation Act. If it had not been for the in-
crease in the deficit due to these causes, the net
deficit for the fiscel year 1936 would have been
about §452,000,000 less than that originally esti-
mated. '

"The increase in the gross public debt during

the year amounted to $5,077,650,869, but this sum £

included en increase of the balence in the general

fund of the Treasury of $840,164,664. The gross

public debt on June 30, 1936, was $33,778,543,494."

Now for the fiscal year 1937. The total revenue is
$5,828,000,000., or an inecrease of §1,712,000,000. over last year,
or an increase of §173,000,000. over the estimates we made last
January, when the Budget for this year was first proposed.
(Reading)

"The general improvement in business condi-

ticns and the enactment of the Revenue Aet of 1936

have resulted in asdditional revenues from texes

which will not only mske up the loss in revenue

due to the Supreme Court decisions invalidating

the taxes levied under the Agricultural Adjustment

and the Bituminous Coal Acts, but will produce ad-

ditional income of approximstely §174,000,000."

So we are well within the -- we are ahead of what we expéctﬁﬁ
when we proposed those tesxes in the lest session.

Now then, at the top of page X:

Income taxes are expected to yield ¥2,272,000,000., or
$946,000,000., more than was received from this source last year.
Then there are other texes with small inecresses. The collection
of texes under the Socisl Security Act begins in the last half
of this fiscal year; in other words, from this month through June,
and it is expected they will produce additional revenue in the

amount of $324,000,000. (Reading)

"The only itew of revenue showing any decrease




-1s that of miscellaneous receipts, in the amount

of $50,325,000, which is due to reductions in in-

terest payments made to the Treasury by the Recon-

struction Finance Corporation.®

Now, on expenditures: From the present indications expendi-
tures, exclusive of expenditures in the postal revenues, will
amount to $8,480,000,000. Exclusive of statutory debt retirement,
it is $7,512,000,000., or an increase over the expenditures last
year of $709,000,000. But, that amount is made up of $371,000,000.

on account of the Sociel Security Act, £85,000,000. on account of

interest on the public debt, {194,000,000. for the genersl public

works program, $123,000,000., for national defense and §221,000,000.
for other purposes. Offsetting thet there are decreases {93,000,000.
for the Veterans! Administration, $74,000,000., for the agricultural
ad justment program and §$118&,000,000. for the Civilian Conservation
Corps.

The amount of the recovery and relief expenditures during the
current year has been estimated at $2,166,000,000. That was my
estimate lsat January or lsrch.

MR, BFLL: $2,166,000,000. is your estimate now.

THE PRESIDENT: TFor the current fiscal year?

MR, RLLL: That is right.

THE PRESIDENT: But there is included in the supplemental ex?gnditure
items --= that is the one thet goes to Buchanan's Committee tomor-
TOW —-=- $65D,DDD,OGG. from an approprietion of §790,000,000, for
the purpose of carrying the VWorks Progress Administration and re-
leted progrﬁma from February first down to June 30, 1937. This

will inerease the estimsted expenditures to §2,816,000,000., an




inorease of $39,000,000. over 1936. (Reading)

"The expenditures in the current fiscal year will
include, however, the sum of about $£165,000,000

for assistance given to individuals and communities
directly or indirectly affected by the widespread
drought conditions prevailing during the past sum-
mer. If this drought had not occurred, the net
cost of recovery and relief for the current fiscal
year would have been about $125,000,000 below the
cost for the previous fiscal year.

"Deficit and public debt.--The current esti-
mestes for the fiscal year 1937 show a gross deficit
of $2,652,654,000. Deducting public debt retire-
ments, the net deficit will be $2,248,129,000.

"The increase in the public debt on account
of the defieit, however, will be only {1, 348,000,000
since it is anticipated that £900,000,000 of the
deficit will be financed from cash on hsnd."

In other words, the Secretary of the Treasury feels he has too
mach money in his pocket and is going to use some of it to pay
bills with. (Reading)

"The working balance will he further reduced by
net expenditures of about £42,000,000 for trust
—.accounts and §100,000,000 for the retirement of

nationel bank notes now a part of the public debt.
This will reduce the workingz balance from
$2,225,000,000 on June 30, 1936, to %1,183,000,000

Eq?,'r:( on June 30, 1927. The gross public debt at the
end of the current fiscal year is estimated at
$35,026,000,000, an incresse over 1936 of
&1,248,000,000."

How, on tﬁ% fiseal program for 1938: (Reading)

) "Fiscal program for 1938

"The expected incresase in revenue and decrease
in expenditures for relief both reflect the general
improvement which hes taken place in the economic
conditions of the country. The Revenue Act of
1936, which was designed for the purpose of replac-
ing revenue lost through the invalidation of proc-
essing taxes, of providing sufficient revenue to
amortize the cost of the adjusted compensation pay-
ments, and of equalizing tax burdens, gives every
indication of satisfactorily accomplishing those




334 -- 13

purposes. I should like, at this point, to empha-
size the importance of maintaining the productive-
ness of the present tax structure, so that we may
properly. provide for the fulfillment of our fiscal
program,™

In other words, for ebout the third time, do not make the Govern-
ment receipts any less. They are going along fine as it is.
(Reading)
"Under legislation enacted during the last

session of Congress, which created authorizations

for future appropriations aggregating more than

$1,500,000,000, there is included about $130,000,000

in the estimates of appropriations contained in

this Budget. ©Such authorizetions --"
of course that, frankly, is always a problem in working out future
fiscel policles for the Government. There has always been and I
suppose there always will be a tendency on the part of Congress
to pass authorizations. They have been going up pretty fast,
these authorizations for future expenditures. It does not mean
an appropriation but, once Congress has passed an authorization
for the expenditure of money of any kind, it is pretty hari for
the Executive Brancﬁ of the Government not to have appropriations
made later on to carry them out. It is a continuing problem and,
of course, my general policy is to discourage, as much as I pos-
sibly can, future authorizations in very large sums of money., In
many cases the Congress has authorized grﬂgfﬁms that would take
six or elght or ten years of actual appropriations to carry through.
Once the authorization is on the books it is ewfully hard to keep
the money from going out. (Reading)

"There is %lso included $812,225,000 for social
security grants and for the Governument's contribu-

tion to the old-age reserve account, more than
double the expenditures for these purposes in 1937,

L]
-
-
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and there will be for several years still further
increases in these requirements. It should be
pointed out that these expenditures will be off-
set to a large extent by the increasing revenues
under the Social Security Act.”

It will be very nearly in balance, won't it, Dan?

MR. BELL: The revenue is seven hundred and something.

THE PRESIDENT: $780,000,000., and the expenditures $812,000,000.

@ Does that expenditure of upwards of hslf a billion dollars go into
the reserve fund?

THE PRESIDENT: Of course, on that reserve fund thing, you cannot make
an issue as to whether the reserve fund is going to be too big
until you get some reserve fund. Naturally, we have to get some /
reserve fund and, naturally also, we will study and take action
to change the present law so as to put the thing on as much of a
pay-as-you-go basis as possible instesd of having a fund of
£30,000,000,000. or $40,000,000,000. a5 a reserve. That will be

changed. But it is not = matter of immnediate need because we

| are not going anywhere toward §30,000,000,000. or §40,000,000,000.

| We have not any reserve and even if eventually it is on a pay-as-
o
you-go basis, you have to have a recssonable reserve fund before

you teke that final step.
Jow, on the top of page XII: (Reading)

"o estimate of appropristion is presented
for the needs of the Civilian Conservation Corps, - -
since its extension beyond March 31 of this year
is dependent on the action of Congress. In further-
ance ol my recommendation for the enactment of
legislation to contfinue it as a permanent agency
of the Government, there is included in the 'Sup-
plemental items' an amount sufficient to meet the
expenditure requirements for the fiscal year 1938."

If the Congress extends them (the C.C.C,). Of course they will.,
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I do not think we need bother about those tables (on page XII).
We can come back to them afterwards.
On page XIII: (Reading)

"Receipts.--Treasury receipts in the fiscal
year 1938 are expected to reach a total of
%7,293,607,000, an increase of $1,465,456,000 over
aimilnr receipts for 1937 and $3,177,650,000 over
1936."

And all the rest of that paragraph shows the details of those re-
ceipts. (Reading)

"Expenditures.--The expenditures for 1938 con-
templated under this Budget (exclusive of those
from postal revenues) will total $6,157,999,000,
or approximastely $2,3232,000,000 less then is now
estimated for 1937. General expenditures for regu-
lar activities amount to $5,841,968,000, as compared
with $5,664,647,000 in 1937 en increase of
$177,321,000, The 1937 estimate, however, contains
an amount of §562,500,000 for completion of adjusted
compensation payments to veterans, so that the com-
parable increase over 1937 is §740,821,000. TFor
recovery and relief there is included in the ex-
penditures for 1938 the amount of £316,031,000,
waich, of course, is not the full emount that will
be required for relief during that year. As pre-
viously indicated, it is our present hope that the
additional emount to be requested for tais purpose
will not exceed {1,537,123,000. Thus the total ex-
penditure for recovery and relief during 1938 would
be §1,853,154,000, or {963,003,000 less than the
amount estimated for 1937. Agein I emphasize the
contribution which employers can make to this at-
tainment,"

on page XIV: (Readiag) I

"The general expenditures include $860,000,000
for interest on the public debt, an increase of
$25,000,000 over the amount for the present fisecal
year, and $401,515,000 for statutory debt retire-
ments, a decremse of {3,010,000. Exclusive of the
service on the public debt and the payment of ad-
Justed compensation to veterans, there is a net in-
crease of §718,831,000 in expenditures for regular
activities as compared with 1937. This increasse
is accounted for ac follows: TFor incressed require-
ments under the Social Security Act, ©436,337,000;
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for additional expenditures under the general pub-
lic works program, $132,519,000; --"
right on that you remember that a whole year ago I said that in
wor%ing out our final policy it was my judgment that the Govern-
ment could spend approximately §500,000,000. a year on public
works of all kinds. Last year we spent only about $400,000,000.?
MR, BILL: We spent much more than $300,000,000. out of the $400,000,000.
that was appropriated.
THE PRESIDENT: And this coming year we are estimating how many millions,
$470,000,000.%?

MR. BELL: $451,000,000.

THE PRESIDENT: It is all within the policy laid down a year ago.

G Does that bring it up to the 2500,000,000.7
MR. BELL: Not quite.
THF PRESIDENT: (Continuing reading)

"-- for national defense to provide for the in-
ereased strength of the Army as directed by Congress
and to provide for replacement of naval vessels in
accordance with existing authorizations, §92,882,000;
Tor the necessary funds for the activities of the
Aailroad Retirement Board and for rural electrifi-
eation, #39,566,000; snd for increased needs of
other activities, §17,527,000.

"Surplus and public debt.--The surplus for
the fiseel year 1938, as presented in this Budget,
is 21,135,608,000, after providing for debt retire-
ment. Lxcluding provision for debt retirement,
the surplus will amount to §1,537,123,000. 4s I
have previously stated, it is hoped the additional
needs for relief during the fiscal year 1938 will
not require expenditure of more than this latter
smount., On this basis the estimated gross public
debt, on June 30, 1938, will be about the same
amount as at the close of the fiscal year 1937.
This does not take into account any change which
may occur as a result of the Treasury policy in
holding as 'inactive'! future acquisitions of gold."™
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That is a technicality and a very small sum, figured out in dol-
lars and cents, (Reading)

"Approprietions.--The total appropriations
recommended in this Budget aggregate $6,839,000,000,
including those for the Postal Service, District
of Columbia, and probable supplemental items, while
the appropristions slready made and prospective
supplemental items for the fiscal year 1937, ex-
clusive of requirements for recovery and relief,
total $6,261,000,000, an increase of £578,000,000
for 1938, This increase is due to additional ap-
propriations amounting to $309,000,000 on account
of the Social Security Act; £80,000,000 required
under the general public works program; and
£189,000,000 on account of departmental require-
ments, including, the nationsl defense. The appro-
pristions made and contemplated for recovery and
relief for 1937 total £2,215,000,000, whereas it
is hoped that corresponding appropriations for
1938 will not exceed §1,537,123,000."

On the District of Columbia, I do not think we had better
go into thet at the present time for two very good reasons: one
being that I am not an expert enough to answer questions, and the

other is that somebody will be available today and tomorrow to

explain details of the report. That is much better.

& Loes this Budget mean there will be no net deficit in 193872

THE PRESIDENT: In other words, if you tuke C.P.A. figures there will
be 8 deficit and if vou teke laymen's figures, you and myself,
there will be no deficit.

G That is becsuse of the T=et of debt retirement. It is a fair as-
sumption, except that it might be increased by the gold purchas-
ing, that this figure of {35,026,000,000., the total debt at the
end of the 1937 fiscal year, is the maximum public debt contem-

plated unless something happens to change it?

THF PRESIDENT: What we hope takes the next step in your question. We
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hope to have a layman's or common or garden variety of b'nlunoin& -
of the Budget, and next year we hope to have the technical bal-
ancing of the Budget, which means a reduction in the national
debt.

Q@ Does not that mean also no new Federal loans?

THL PRESIDENT: 1If the debt does not go up, all it means is refunding.

4 The expenditures included about half a billion dollars in excess
credits?

MR, BELL: That is right.

.THE PRESIDENT: What do you mean by excess of credits?

Q@ The R.F.C.

THE PRESIDENT: Yes,

; Now, from a layman's instead of a C.P.4. point of view, those are
really revenues?

THF. PRESIDENT: Yes.

€& Aren't they figured in in revenues?

THi. PRESIDENT: They are considered in in revenues. Of course, the
quicker we begin to use tnose to reduce the debt, the better we
are. .

¢ If you consider them revenues, the net effect would make revenues

aﬁput half a billion dollars larger snd expenditures about half
-~

a billion dollars larger.

THE PRESIDENT: Yes, if you take them that way.

@ Why is there such a large raducfion in the antlicipated payments to
the R.F.C.? Is it all drying up?

THE PRESIDENT: I suppose that is it. As you get to the end of your

basket, it is harder to sell them,
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Q Mr. President, the Budget refers frequently to statutory debt re-

duction. Is that to be regarded as obligatory debt reduction?

THE PRESIDENT: It is just as short as it is long. If you have a
Budget that i1s in the red and you carry out the statute, whichi
of course we did, and retire $500,000,000., of debt, it means you
have to borrow just that much more money. It is out of one pocket
and into the other,
was thinking of that in connection with the phrase, "The 1938
Budget 1s in balance." Immediately after, and except for debt
reduction, it will remsin in balance?

THE PRESIDENT: Debt reduction and the hope that the relief expendi-
tures won't exceed {1,500,000,000,

Nr. President, on page X, the last paragraph, the amount of defi-
ciency appropriation for the fiscal year is $790,000,000., of which
+650,000,000. is for the %orks Progress Administration. What is
the 1140,000,000. for?

% C.C.C.

¥R, BILL: It says ..790,000,000., for the Works Progress ﬁﬁministrmtiom
and relief progrems. The £650,000,000. relates to all of those,.

THE PRESIDENT: All of them. Resettlement, et cetera and so on.

@ As I read this, the $790,000,000. is the amount of the deficiency
appropriation which will be asked for this fiscal year?

THE PRESIDENT: Of which 650,000,000, will be paid out this fiscal
year. The reason for that is that in running these things we have
to obligate money in the end of May and all through June, which
won't be paid until July and August.

Q This $140,000,000. is --
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THE PRESIDENT: (interposing) Thet is to enable us to obligate it the

end of May and June for proje&ta that won't be undertaken until
July and August, which is the next fiscal year.

Q Is there a breakdown in the $650,000,000. anywhere in here?

MR. BELL: No.

THE PRESIDENT: I am going to ask for the whole $790,000,000. as an
appropriation, but $650,000,000. will come out of this year's
Budget and the other will be an obligation which won't be spent
until next yesr.

& I was wondering whether the relief appropristion itself will be
just in the $650,000,000,%?

MR, 3ELL: It is in the $790,000,000,

@ Heve you fixed any sum for it, Mr. Presicdent, between now --

THE PRESIDENT: (interposing) Of course those figures fluctuate almost
every week in these allocations by ne,

% Will it be necessary for the Congress to earmark it?

THL PRESILENT': No. The same terms as this year's Bill.

@ Mr. President, as I understand it, the $790,000,000. is to carry
the program to the first of July, even though vou have to spend
+140,000,000, -~

THL, PRISIDENT: (interposing) Noj; it will only cost ¢650,000,000. out
of pocket,

w I thought you said the $140,000,000., will be obligated and spent
later?

THE PRESIDENT: Yes.

@ Thet figure has been confusing to some of us because I think the

mayors (the Mayors! Conference) asked for spproximately that same




amount, §790,000,000. for W,P.A. That is why we are breaking
down the $650,000,000. figure.

THE PRESIDENT: I cannot give you the exact figure but the great bulk
is W.P.A,

Q Will attitional funds be transferred to W.P.A.?

THE PRESIDENT: I don't think there ere any left. I think we have
scraped the bottom of the barrel.

& AMay we ask what other agencies are included besides W.P.4.?

v, BFLL: TResettlement and that is about all.

& Resettlement? : L,

THE PRESIDENT: Resettlement is the other main item. There are a few
smell amounts.

Q Trave you ineluded that smount in the totsl for the fizeml vear witli-
out making your comnparison on page XV?

THI. PRECIDENT: Yes.

G +%790,000,00C. ar +650,000,000.%7

T PRESIDENT: §650,000,000.

% The §140,000,000. is going to be put on next year?

THE PRESIDENT: Yes,

§ What huppens to C.C.C. from July thirty-first to March first?

THE PRESIDENT: That is included in snother itewm which gzoes up tomorrow,
L]
the {/50,000,200. iten.
MR. BELL: Thet would be an sdditional appropriastion to the . 7790,000,000.

but, within the $790,000,000., there is included in the expenditure

estimetes {650,000,000. and for the C.6.C:, that is ineluded in

the $140,000,000, over and above the {650,000,000. In the Budget

ummary section, there are §750,000,000., with +650,000,000. to




334 == 22

come out of the £790,000,000. and $100,000,000. out of it for the
C.C.C. and other departmental items,

Q How can it be carried over into next year?

MR. BELL: There is 140,000,000, of the 790,000,000, that will be
obligated to May fifteenth end June thirtieth for payrolls and
naterisls which will be liquideted in July and August, 1938, of
the fiscel year 1938. Is that clcer? (Laughter)

| Q@ Is it set up in the 193¢ Budget?

MR. PILL: Yes. In the table we have included an amount for sll these.

THE PRESIDENT: And the total emount, Fred (Mr. Fssary), is in substan-
tiel egreerient on it. Harry Hopking and the rest of them think
thet we can get by with it,

( In the 1928 tauble of expenditures on page ¥II there is no item for

C.C.C. but there is & supplemental item of 450,000,000, Is that
the cost of tle C.C.C. for the fiscal year 192892
AR+ RITL: Just in part. You szee, thet inclu’e: other items too.

(. It is not in pert -- that cost is & part of the 450,000,000.7

b

IR. BFLL: That is right.

¢ Did you sey §350,000,000,9

liR. BILL: About.

€ TIs that for twelve monthse? = ﬂ}

¥R. BELL: Yes, eir. i

«“ Is thet ipeluded in the total for 19328, the C.C.C. supplemeﬂtnl E D=
propristion?

THF. PRESIDENT: Yes.

& I notice you ssy thet if Congress enbarks on new extensions of GCov-

ernnentsl sctivitics it should supply edditional funds?




THE PRISIDI!TI': Yes.

Q Would thet apply to the farm tenant program and the housing program?

THY PRESIDENT: Unless they nake sevings somewhere else.

MR, BFLL: These are slready on the stutute books.

THF PRESIDFNT; They are new bills.

@ Then they sre not proviced in this Budget?

THE PRESIDFNT: They mev take these things out of the Budget. Ve do
not slweys get whet we ask for. If there esre substantisl incresses

. vwe ought to have edditional revenues.

Q@ In-estimsting the amount of reverues in 1928, have you taken into
consideration thet the widespread labor unrest ney rean & reduc-
tion in revenues?

THF. PRESTLENT: The experts ir the Treacury take everything into con-
sideration. -- the acte of Cod and of man.

@ Heven't your estivstes of revenues eluays been under the sctuel
amount?

2 PRISILFIT: Yes, but for heaven's segke rap on wood when you say
thet.

. & They hLave been during the past Tour yeurs.

TH: PRILSIDINT: Rap on wood. Tt has been grand so far.
Q Tt seys that you erc liguideting P.w.s. July 1, 1937. Does that

meon P.W.A. won't take new projects?

THEL PRESIDENT: It wesns ve are not esking for money for P.V.f. cver

and above the present suthorizstions.

H

¢, ‘(Remding) "The amount allowed proviaes for s liquidstion program
starting July 1, 1937." Does that mesn e reasl liguidation program?

& Where is that?

-




QR A90 of the green book.

THE PRESIDENT: Those figures refer to the administrative expenses of
P.W.A. We have to put.it in this way, It runs out on the thir-
tieth of June this year and if the bnlﬁnce, which is over
$200,000,000., is not -- the allocation is not extended, this
figure would hold., If it is extended it would mean slightly
higher edministretive expenses.

« P.w.A. must be statutorily extended?

THr. PRESIDENT: Yes.

© On page XIV, sir, there is s reference to national defense, . I
wonder if you or Mr. Bell could give us the total figure of the
cost of national defense in the Budget? I see the increase
amounts to $92,000,000.

IR, BELL: On psge XIX, item No. 4 under Ixpenditures.

« There will be no other allocations?

MR, BELL: That expenditure figure is based on the estimates of appro-

prietions contained in this document.

THE PRESIDENT: It is incressed from . £87,000,000.to $980,000,000. for

the next fiscal year. On & breakdown of that, Fred (iir. Issary),
there sre certain obvicus things. One thing I cannot talk about
today =- I am going to tell you about that tomorrow morning --
that is two new bettleships. It is strictly confidential for the
normernt. That is one of the items.

§ Can you tell us confidentiaslly -- are ithey in here?

THE PRFSIDENT: Yes.,

& This item of interest on the public debt is predicsted on a contin-

uation of low interest rates?




THE PRESIDENT: I hope 80.

Q@ Would you explain Bnﬁéthing to me? On this statutory debt retire-
ment fixed by stetute: Why does it go down each year in spite
of the increese of debt? How does it go down slightly from year
to year elthough the debt goes up?

THE PRESIDENT: The ammount put in this Budget is put et $401,000,000.
in order to mske it sbout comparsble with other years. The re-
tirement of public debt in tlhe year past really has no effect on
the gross public debt. We really put it tliere to be comparable
with other years., In the years of a surplus you would have to
put the full amount of the statutory debt retirement plus the
amount carried over from previous years.

¢ If this battleship business is to be announced in a Conlerence to-
morrow norning, in writing for s story which is not to be released
untill the llessage is delivered, there is no harm in mentioning it?

THE PRISITCENT: As long as it is not relessed until after this goes up.

¢ Will it be a policy of the Government to have about .500,000,000.
for public works from now on?

THE PRISILCENT: Yes. That includes a whole lot of other things. For
instence, the highway program alone is far and above the biggest
portion of public works. Rivers and harbors is the next sized
item, then flood control, et cetera. o

¢ Wwhat about conservetion -- soil erosion, et ceterse? Will tuat be
part of the publie worﬁﬂ?

THY PRESIDENT: I do not think that is in.

Q@ Is a nine-foot chennel item in the public works item? Is it in?

THE PRESIDKNT: Yes, thet is in.
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Q Can you tell us how much that was?

MR, BILL: $20,000,000., as I recall., It is in the tables.

Q@ Is there s request for s supplemental deficiency eppropristion in
addition to the #790,00'0',000. going up?

THE PRESID%NT: I do not know whether it is in the deficiency bill.

MR. BELL: There will be an item for C.C.C. We are talking about 1938.
Do not get 1937 mixed up. $790,000,000. is for 1937.

1~ Doe?y't the statute require s fixed percentage, or is it a sliding
scale?

THI: FRESIDENT: I heve not the dimmest idea. ;

VR, BFLL: Congress approprietes -- hes put on the statutes a permsnent
appropriation which is based on 255 of the debt existirg July 1,
1920, which is the amount »f obligations of fToreign governments
then held, That is sbout $10,000,000,000. at 2% which would
mean an appropristion of 250,000,000, That was incressed by
resson of the interest on the oblicstions that would have been
retired -- the interest on the obligations retired by the sinking
fund. In other worde, if you retire 250,000,000, cf debt bear-
ing &% interest, you add the smount of thuat interest to the sink-
ing fund the followirg yvear snd your sinking fund then bhecomes
$265,000,000. That appropristion is available until expended.
The Secretery is uncer no directicn to retire the debt in any
particular year.

Q@ Let us get these deficiency appropriations streightered out in our
minds. The deficiency eppropriation for 1937 fiscal year -- there
is the one item of 790,000,000, snd then is there an additional

deficiency approprietion to be added?




THE PRESIDENT: Yes.

Q How much is that?

¥R, BELL: It is estimated that the supplemental estimates appropria-
tions will emount to $100,000,000. to §$125,000,000.

Q Therefore the deficiency appropristion for the current fiscal year
will be $900,000,000.7

THE PRESTDENT: About that, yes.

0 That would be the asmount of the first deficiency bill?

MR, BFLL: Yes.

@ What is that $125,000,000., for, the C.C.C.?

MR, BILL: The C.C.C. end many of the agencies thet have not sufficlent
funds to run through the veurs becsuse of laws passed too late
last =ession to get money. 4

(¢ Of course that is included in your total estimates for expenditures
in the 1937 flsecal year?

VR. BFLL: 1In the expenditure estimates there is included an item of

$750,000,000., of which $650,000,000. comes out of the £790,000,000.

and 1100,000,000. comes out of the 125,000,000.

T knew it wss covered but coulcé nol figurc it out.

Goirz back to the laval sppropristicn, with the same understanding
as to use, can you tell us, as you tol¢ the others, how much is
included for the startine of the two new battleships?

THY PRESIDENT: Can you tell us, Dan (Mr. Bell), how much in included
for the starting? Twenty or twenty-five millions, I shoulc say
offhand.

& Are these battleships new or replacements?

THE PRESIDENT: Thet I am going to talk to you about tomorrow. They




are replacements under the treaties,

Q As a matter of fact, it is very definite in the treaty that they
are to be replaced certain definite years.

THE PRESIDENT: They would not have been replaced if we had pulled off
the Naval Conference in London.

@ Is there anything in here for the Passsmaquoddy Project?

THE PRESIDENT: I do not think there is, is thera?

iR. BELL: No.

THE PRESIDENT: How sbout the Florida Ship Cansl?

MR. BFLL: Nothing in here.

¢ On page XXII there is a breakdown of recovery ond relief expendi-
tures and then this item'of Public.WG?kS. Is that what is left
over for the completion of the emergency public works, outside of
the ne% public viorks that is sppropriasted for?

THE PRISIDENT: Item 3?2

¢ The §407,000,000. there.

THF PRESIDIENT: On that item 3 on pege ¥XII, it is »ll under recovery
and relief enc the previocus page shows the public works, the gen-
eé;z public works,

¢. This ies really for th? cqﬁpletiun of the energency public works
program that hes been éﬁthorizeﬁ end is winding up, like Boulder
Dam?

THE PRESIDENT: Yes,

@ On that same page there is an item of (230,000, for the Civil Works
Administrstion.

THE PRESIDENT: It is liquidation of olé obligations to munieipalities

and things like that.

——
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Q How much new money does P.W.A. get under this?

THE PRESIDENT: Does not get any.
Q@ There is a revolving fund in existence for P.W.A.?

THE PRESIDENT: There is that sppropriation, sn approprietion of last

year of §300,000,000. end, so far, we have only allocated a little
less than §100,000,000. There is about {200,000,000. left ;nﬂ
whaf we will probebly do is ask for an extension of that authority
beyond the thirtieth of June. The general poliey in the expendi-
ture of the balence of $200,000,000. is to confine its expenditﬁre
in municipalities, as far as possible, to paying the wages of
people taken off the relief rolls.

€ Does that mean none of it will be spent for a housing program?

THE: PRESIDENT: A portion of the housing program could come out of it.

Just for exsmple, if a new slum clearence were to be sterted in

the City of New York or the City of Vashington, snd the only people

on the relief rolls were unskilled workers -- tskinz that as s
supposition -- and the totsl amount of roney, the percentage of

the total cost that would be pald to unskilled workers was only

15% of the total cost of the project, then we could tske 15% of
the totel cost of the project out of this, out of that ,200,000,000.

. I

I

I

fund.

@ You ask hére for the a;tausion of these taxes and you mention that .
some rates woulc be reduced. What taxes are they?

THE PRESIDENT: The stamp taxes would be one.

MR, BELL: On page Al5 it gives you & breakdown of those taxes.

THE PRESIDENT: Taxes terminating.

MR. BILL: Right at the bottom here (indicating).
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THE PRESIDENT: At the bottom of that teble, on the right=hend side.

(Reading)

"Stamp taxes:
Jasues of sacurities + ¢« ¢ o ¢ o & & o o
Stogk tPENBLOYE & ¢ o @ s e 5 8w %
Sales of produce for future delivery . .

AdMIgBions «+ + & o« o & » o s & s+ o 2 2 8 e

SHUENTRL e s b e ® s kel Eew o e

44,000,000, "

€ On page VIII of the Message text, last pafagraph, why the parenthet-
icel reference there to "exclusive of expenditures from postal
revenues"?

THI PRESIDENT: Because we always do that.

MR. BILL: Postal expendithres do not come out of the general funds
of the Treasury.-

& On page XXII, under the public works, in subhesd (3), wvou Lave "Loans
and grants to states, municipalities, ete. . . . . 5183,000,000,"
Is thnt.a permasnent poliey?

THE PRIUCIDINT: It is the same thing that I talked about before. That
can only be made out of the §200,000,000. left.

¢ I see you have reduced the administrsiive costs of P.%.A. from

26,000,000, to $10,000,000. Does tiat mean cutting down a grest

| many of the. employees? =
THE PRESIDINT: Thsat is the same thing I answered before, Thaf is on
the theory thut the Act expires on June thirtieth. I camnot put
in an item. If we actually allocate by grsnt or loan the remain-
ing $200,000,000. we will have to jump those expenditures up &
- little bit. -

¢ How may we use that information sbout the chenged policy of PeWh.A.7

THE PRESIDENT: It is not reelly any change of poliey. I have been




talking about it, hinting at it certainly, during the last two

or three months. We are trying not to perpetuate any more than |
we can help, P.W.A. except where the bulk will go toward taking

people off the relief rolls.

MR, FARLY: You can attribute it to this Conference in your story to-
morrow afternoon.

™

o

vhat was that?

MR. FARLY: The fact that we are trying to hold this {200,000,000. down
to practically a relief fund.

Q That is just the §£200,000,000.%

THE PRESIDENT: Yes.

Q Thank you, lr. President.




CONFILENTIAL

Press Conference #335,

Executive Offices of the White House,
January 8, 1937, 10.55 A.M,

Q Good morning.

THI' PRESIDENT: Good mormning.

Q. The Press is working you overtime, Mr., President.

KR. DONALDSON: All in.

THE PRESIDFNT: I told you the other day that I would give you the
formal announcement sbout the two battleships, but because it
came up in the Budget Conference yesterdasy afternoon, I thought
it would be better to keep it £nd not release the battleship story
until the Budget story is out.of the way. It is only a matter
of & couple of hours because the Budget will be up there st twelve
o'elock today.

This is the memorandun given to me: [Reading)

"In accordance with the provisions of the
Nevy Appropriation Act of June 3, 1936, I have
directed the Navy Lepartment to proceed with the
construction of two replacement Capital Ships.
The keels of these ships may be laid in conformity
with existing treaties st sny tire after January 1.
Three of our basttleships, the ARCANGAS, TEXAS and
NEV. YORK, will be more than 206 years old before
these ships can be completed. If we are not to
reduce our Navy by obsolescence, the replacement
of capital ships ean no longer be deferred. -

"The lsst Congress made an initial appropria-
tion for '"Two Cepital ships, as replacement of over-
age Capital ships, to be underteken only in event
that the President determines as s fact thet Capital-
ship-replacement construction is commenced by any
of the other signatory powers to the Treaty for the
Limitetion and Reduction of Navsl Armasnents signed
at London April 22, 1930.'"

That Treaty prohibited the United Stetes, the British Commonwealth
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of Nations and Japan from laying the keel of any battleéhip prior

to January 1, 1937, and this restricticn hes been observed.
However, *the laying of the keel does not mark the actual

commencement of the constru;tion of a ship. Prior to laying the

keel, contracts have to be made and material assembled so that

it will be some time before the actual keel is laid and, in faect,

some time before the actual contract is let.

On July twenty-ninth, last year, the First Lord of the Ad-
miralty, Sir Samuel Hosare, announced that the orders for two
battleships of the 1936 program had been let, The keels, as I
remember it from the press story, were lsid the other day.

S On January third.

THE PRESIDENT: On January third.

¢ How many, two?

Tilt PRESIDINT: Two. And, in sddition to those two British battleships,
France leid the keel of the cepital ship Jean Bart on December 12,
1936, and there are eight other capitsl ships under construction
besides them, three in France, two in Itsly and three in Germany.

I guess that i= sll except, of course, that I would like to
express my very deep regret that it was impossible last year to
obtain an agreement which would Turther limit battleship construc-
tion, It is true that this is replacement constructicn, but we
had hoped thet the date of replacement could have been deferred
for another term so as.to avoid the building of these new ships.
However, agreement could not be reached although the United States

Delegation did everything in their power to get an extension of

new building, replacement building, =sgreed to by the other nations,
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but it did not go through. That is much to our regret and I think
that is all we can say.

Q What does a capital ship, completely equipped, cost now?

THE PRESIﬁEHT: I don't know.

Q@ Is the fifty million dollar figure approximately right?

THE PRESIDENT: Approximately right. We haven't anything final from
the other side but, as I remember it, the news story from England
said that their ships would cost fifty to fifty-five million dol-

lars each,

@ Any existing funds available to start these ships?

THE PRESIDENT: Only the general lump sum for cﬁnstruction and the item
for continuing with the work -- letting the contracts -- iz in the
Budget that goes up at noon.

) IMr. Presidsnt, when these two obsolete ships are taken out of the
line, is there any purpose for which they can be used, training
or anyvthingz?

TH" PRLSIDENT: I cannot answer you except by a case that at the present
time we have one obsolcte battleship, off of whieh they have taken
the guns, It is either -- I thiﬁf it is the WYOMING. She is not
considered a battleship because hcr armor has been taken off and
her guns have been taken off. She is used for the midshipmen's
cruise every vear,

@ I think two of the old hgttleshiﬁs, the TiXAS and the ARKANSAS, have
also been taken out of the line within thé last six weeks or two
months and detailed to training service.

THE PRESIDENT: Oh, we have been using the ARKANSAS for midshipmen also,

but they are (the TIXAS and the ARXANSAS) still considered a part
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of the sixteen battleships allowed under the old treaty.

Q Would you say that the world naval armement race is now on?

THE PRESIDENT: No.

Q Has there been any decision as to fourteen or sixteen-inch guns or
will there be any before April first when the time element expires
for Japan to decide?

THE PRESIDENT: That I cannot tell you., I do not know, I think so,
though.

Q Do you anticipate any difficulty of getting bids on these battle-
ships because oI the Walsh-Healey Act?

THE PRESIDENT: I do not believe there will be; I hope not.

Q What if taey refuse?

THE PRESITENT: You have to build them in the navy yards.

G Any estimate as to when the ships will be comissioned?

THY PRESIDENT: I won' know that until the bids come in. One of them,
of course, will have to be built in a navy yerd anyway.

4§ Mr. Presideat, three of our battleships are much older than any of
the others. Has any taought been given as to when we will builld
their replacements?

THE PRESIDENT: Noj; haven't got ss far ss thinking along that line.

The hope is that we uever will.

G Have the two new battleships been designed? Is the design complete?

THE PRESIDENT: Wo, only rough sketches.

b Can you tell us any of the cheracterictics that will probably be in
them?

THE PRESIDENT: No.

Q@ Any names been decided on for the new ships?
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THE PRESIDENT: No. (Laughter) You are about two years ahead of time,

Fred (Mr. Essary).
Q@ Any reaction to your Message to Gdngrasa?
THC PRESIDENT: I know there are flocks of telegrams.

Q

o

Is Governor Murphy (of Michigﬁn] acting for you directly in the
automobile strike? T

THE PRESIDENT: No.

& Mr. President, how is the gold sterilization program working out?
{Laughﬁer]

THE PRESIDENT: As far as I know, it is producing the desired results.
(Laughter)

% Mr, President, when can we look for appointmenfs?

THE PRESIDENT: Some zoing up all the time. I think I have got another
flock today. TFor instance, here is one on the top of my desk --
a large number of ensigns to be made lieutenants (laughter) in
the Coast Guard.

« I am not interested in those.

MR. TARLY: There will be a large volume of recesa appointments going

up today. |

THE PRLSIDENT: There will be a larze volume of recess appointments

going up today.

@ ThiFe has been a lot of speculation about your second-term Cabiaet.
Can you tell us anything about thet?

THE PRESIDENT: Ko.

¢ Are you going to send a llessage up on the relief deficiency bill

today?

MR. BARLY: It probably will be in the form of a letter.
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THE PRESIDENT: It wiil probably be the usual thing on the deficiency
bill in the form of a letter which goes to the Speaker, recommend-
ing appropriations to go into the deficiency bill.

R Will you have that today?

THE PRESIDENT: I do not think I will send it up until Monday. I think
also that at the House (House of Representatives) they expect to
recéive the Budget Message and then adjourn.

2 In view of this new situation in China, do you expect to ssk for an

embarzo on the shipment of goods to China?
THE PRESIDENT: That raises the question of the fact of the rebellion.
. I have not taoought of anything else at the present time except
this Spanish Resolution.
(@ One more point about the battleship auestion: In the discussion in
the Budget, it says the llaval estinates of 1938 inﬁolve no expan-

sion whatsoever over what it was plannsd before it was known toat

the treaty would not be renewed. How docs that fit in?

THE PRESIDENT: I do not quite understand. Do you mean there is nothing

_further planned?

G It says (quoting from the Budget Report), "The Naval estimates for

1938 have been prepared on the basis of our laval needs as covered
by plens evolved under conditions obtaining under the Wwashington
end London tresties. They involye no expansion whatever over
what ﬁas been planned before it Ef? known that these treaties were
not going to be renewed.”

-

THE PRESIDENT: I guess Dan Bell forgot to leave out (put in ?) the "if"

clause. We would not be building them if the other fellows were

not. ;
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: Q Are you going to sign the Resolution today?
THE PRESIDENT: The State Department is supposed to have all the docu-
ments ready for me. Just as soon as it comes hown here.
Q This morning?

THE PRESIDENT: No, but we will get it out as fast as we can and notify

all the Collectors of Custome, et cetera.

% Thank you, Mr. President.
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