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THE PRESIDENT: Well, the Youth people are going to be her'e 

this afternoon. Dr. Xoht -- you know about it is 

ooming; also the Norwegian Minister and Mrs. de Morgen-

stierne, and Mr. Summerlin. And after lunoh I am going 

to motor over to the cottage to meet a delegation re-

presenting the National Youth Administration. I think 

they are the State Directors. You know about it. I'll 

shake hands with them. Secretary Morgenthau is arriving 

this evening and Under-Secretary Magill, and I guess 

that's all. What do I do in the morning? 

MR. MciNTYRE: That's for over nights. 

THE PRESIDENT: I don't think I am doing anything in the morn-

ing unless you have loaded me up. I am going t o be out 

most of the day driving around. I don't believe there is 

any news . Isn't that awful? 

~ Mr. Pre sident, is there anything you can t ell us about the 

conference tonight with Morgenthau? 

THE PRESIDENT: Usual progres~ . 

Q Will it perhaps include the poee1b111ty of taxation? 

THE PRESIDENT: Among ti~ty subjects, but don't emphasize it 

• 



beoauae there will be titty others. Sue thing we talked 

about the other day. 

~ Ia Mr. Bell coming up? 

THE PRESIDENT: Monday morning. 

~ Will Mr. Morgenthau stay over for the Bell conference too? 

THE PRESIDENT: No. When I say no, I don't think s o. I don't 

know what his plans are. 

Q Mr. President, there is one thing of interest , if you feel 

free to answer or talk about- it. That--tlr this busi-rrelnf ··---11 

in China. It has been going on now for thr ee or four 

months. Do you think it is a war, or don't you? 

THE PRESIDENT: I think you will have to r efer that to the 

State Department. 

Q I s there anything that can be said about the stories ap­

pearing recently, particularly the last two days, in the 

New York Times this morning, about the p~ssibility of ad-

justment in capital gains and surplus profits taxes? 

THE PRESIDENT : The only th ing I can say about those stories 

is something rathe r interestin~. If you will read them 

you won't find in any of the stories anything relating 

~o changes in taxes - - not a single reference -- to 

that portion of the population which has very little 

money t o live on. It is rather an interesting fact 



that a• theee atorie• oome out ot Waehing,on, no' one 

etatement oo~taina ~1 reterenoe to the ver7 large •eo-

tion ot our national population that doe•n't have a de-
' oent standard ot living. I have been rather atruok b7 

it of late. In other words, nere's a nati onal problem 

that apparently in these stori es is only b eing viewed 

from one angle . Did you ever think of that? It's an 

interesting thing. 

Q- Is the1"e any ment1orr-tn any-o1' -these st-ories o f the kind 

of taxes? They pay taxes on sales. The sales taxes 

that these very poor people pay? 

THE PRESIDENT: Never, no mention o f that ever. Never any men-

tion of increasing the purchasing power among the thirty ---
or forty millions of people who have today practically no 

purchasing power. I think very probably it i s an inter-

eating thing for you t o use your imaginations on and write 

interpretative stories . 

Q (Mr. Trohan) I had much rather you would interpret it. 

THE PRESIDENT: No, it would be a very useful practice on the 

part of all of you. 

-Q ·tur·.- Tl'ohah) rmay be Slow-, Jlr. Pres dent, but I don' t ·-find 

any significance 1n that. 

THE PRESIDENT: No, you are not slow at all. 



Q Do you expeot us to psychoanalyze ourselves in our paper1t 

THE PRESIDENT: No, I am just thinking about the stories that . 

Bob (Post) asked about. 

Q They have no purchasing power and they pay no taxes? 

THE PRESIDENT: No, I didn't say that at all. Nobody ever 

said they paid no taxes. On the contrary, the sugges-

--tion was that theY. paid ve~y large taxes . Why don't you 

dig up that r eport? Don't attribute this to me, for 

frankly, I don 't know whether 1t is accurate or not, but 

in the r eport of the F1lene Foundation you get the whole 

thing in one pa~agraph. It showed the taxes that are 

paid by the family with income of one thousand dollars a 

year, and then on up. 

Q I wanted t o ask you about these hearings on Czechoslovakian 

Tr eaty. They have been having hearings before the Reel-
7 

procity and Committee, and it looks to me 

a s though thAy were making that a part of the general 

attack from the labor angle on reciprocal treaties . 

THE PRESIDENT: I don't know; I di dn't follow it all. 

Q There is tremendous influence from labor in countries where 

conditions are not nearly as good as here. I 

THE PRESIDENT: I take it that is why they have hearings -- to 

bring out those things. 



Q Even the arguments ot industry are being put trom the labor 

standpoint in order to get this import section in the 

Wage Bill . 

THE PRESIDENT: Well, that is why they have the hearings; it's 

a good thing. 

Q They had s ome terrible testimony on labor conditione in 

Czechoslovakia. 

THE PRESIDENT: For the purpose of this tax discussion and the 

point you raise -- suppose for the discussion there were 

plans or ideas to r eyiae the tax downward, and that were 

done, would that shift the additional burden upon the 

people wh o are not mentioned in the stories, or isn't 

the point -- and I understand this from Mr. Kennedy, who 

was up a week ago -- taxes now are not' yielding the in-

come they could be made to yield f or and 

larger if they were revised downward somewhat . 

Q To whom? 

THE PRESIDENT: A larger proportion of the people who do have 

capital gains. 

Q Obviously these people who talk about it do not have cap­

ital gai ns. 

THE PRESIDENT: Very few of them. I know what you mean you 

have to do some tall thinking. The point I emphasize is 



in all these stories the point ot view stated ia not that 

ot the people who have very little purchasing power, or 

no purchasing power at all. There isn't a mention ot the 

effect of changes irr the tax law on the forty million 

people who are sub-standard so far a s living goes. Isn't 

it an interesting fact that that argument isn't taken into 

consideration in these stories? 

Q Isn't it true that a gr eat many tax experts believe these 

changes wouldn't have any effect on these forty million 

people? 

THE PRESIDENT : I wouldn't know. After all, you have to have 

real method t o run a government; you have t o have X num­

ber of dollars. Where are they coming from? 

Q Don't some of thE.m think changes in these taxes will pro­

vide additional capital to give additional employment? 

THE PRESIDENT : Some do and some don't. Like those two l e t­

ters I think I told you about the other day . They came 

in, two economic experts of the first water . One says 

the entire question is one of the veloci ty of capital 

turnover credit, and don't pay any attention to purchas­

ing power. The other-o ne says, forge t all tnra- aTgebra~c ­

formula about the vel ocity of capital turnover credit, 

the whole question is purchasing power on the part o f one 
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hundred and thirt y million people. It is a fascinating 

study. 

Q Do you mean that if they have t o pay out b eyond -- (inter­

ruption ) -- that it goes i nt o wages a nd dividends, which 

i s then spent ? I f you take t he dist ributed pr ofits it 

goes irt·t-o wages and ·d1'vidend s ? 

THE PRESI DENT : Your veloci ty says t hat it does . Ther e is 

another thing -- if you want to check up - - I can' t give 
; 

you definite figures -- I don ' t know whether I mentioned 

i t the other day. The people of this country are getting 

about two and one-half bill ions of dollars you have to 

check up on these figures ; Lubi n has them. Don't wri te 

the story without checking. I haven ' t go t them except 

very, very approximately. They only figure I have got 

is the total figure . The nat i onal income, because of a 

change in government action in one year, has been de-

creased two and one- half billion dollars. That ' s an 

extraordinary thing unless you analyze it. There has 

been a bi llion and one-quarter lees payment this year on 

the Bonus, fo r instance. You will have to check on these 

f i gur es , and I think they are public. Ther e i s a billion 

and a quar ter less going out this fisca l J ear on the Bonus. 

Ther e is a billion dollars less goi ng out on r elief, nearly 
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a billion. Then one of the so-called expenses of the 

government. 

Nobody can believe any general balance sheet. You 

have to be an accountant to understand. There has been 

a contribution by employ~rs and employees that runs about 

three hundred and fifty or four hundred million, for so-

cial security. Of course, a.layman would say that con-

tribution is being held in trust, a reserve fund, part 

of _it, and part of it for payments. But qutte a large 

portion of the total payment goes into a reserve fund 

which the Government invests i n something. Now, that 

-is typical or · completely foggy thinking. Not attribut-

able at all to completely foggy th inking -- the Hearst 

papers came out and said that this money was going into 

government bonds and that the government bonds wouldn't 

have any assurance of being made good ultimately, and 

that the Government was taking the cash that these people 

were putting up and paying the ordinar~ running expenses 

of the Government with it. This, of course, isn't true. 

When you receive m~ney for a trust fund you have to put 

it into something, obviously, and if you study 

ing methode of Social Security you Will see 1 t 

the fina?c­

is bet~r 

to put those trust funds into Federal Government bonds 



than into etook exchange etooke and bonds. 
,.. .. 

You ba'Ye 

something which oan alw~ye be made good if we have a 

government. It is all predicated on that. 

Now, the total of all t h e se t h ings , t he Bonus, the ..... 
decr ea se i n r el i ef , decr ease i n publi c works , and the 

contribut ions to Social Security , mean a bout two and one-

half billion dollars l ess t han the f igures of a year ago. 

Now , that is one of the contr ibuting factor s . Of cour se , 

business is supposed to be taki ng it up and they are tak-

ing up a portion of it, which, of cour se, you know. The 

national income has risen from thirty- eight or thi r ty-

nine billions to - - what was it this year? -- sixty-five, 

and probably this coming year will go to seventy. And, 

of course, the aim is ninety or one hundred . When, the 

Lord only knows, but that is a perfectly sound goal to 

put out in a country which is going ahead in the i ncrea se 

of its wealth and the increase of living standar ds. The 

Wages and Hours Bill, of course, ties ' right into that , 

the Crop Control Bill, Surplus Control Bill, ties r igh t 

in, i ncreasing the na tional i ncome . 

Q Do you have any i deas about the pr oposed tari ff section of 

the Wage and Hour Bill? 

TH r. PRESIDENT : I don ' t know. I haven ' t se~n a nyt hing about 

it a t a ll . 



Q There was one in the begtnning, of oour•e, and •omeone •&14 

you ought not to put tariff in the Wage Bill. 

THE PRESIDENT: There was one perfectly impossible section 

which would mean the Chinese War around the country. The 

only thing to say •bout that is that the people who are 

tor it have failed to realize you can't export unless you 

import. It is a perfectly obvious, simple, straight taot. 

You cannot export unless you import. In other words, 

people on the outside have no purchasing power, no method 

of paying for our goods. Now, if we import goods on the 

~round different people have different standards of liv-

ing -- incidentally, all over the continent, so far as I .. 
know, there is a low standard of living, except possibly 

~--o---

and you can't use this --· in a few countries, for instance, 

Scandinavia. It has, I think, about as high a standard of 

living as we have in this country, taking it by and large. 

All of you know that the average British working man and 

his family don't have a high standard of living as we 

have here. That 1s also true on the continent. Scandi-

navia, I think, is in awfully good shape, but the rest 

of the world is below us. Now, that section-you are 

talking about in that bill simply meant there would be 

kept out goode from every ·other nation in the world, with 

the net result that we wouldn't export our goods . 
• 



~ 
Q Deteat. the Reo1prooal Trade 'l'reat7 14ea. 

THE PRESIDENT: Not only that, but defeat ot tore1gb trade; 

1n effect reestablishing 1n this country the old non-

intercourse Aot of 1807. 
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IIR. DONALDSON: All ln. 

THE PRESIDENT: Steve telle me that the only news I haTe 11 a 

letter from Mr. Juetioe Robb of the Circuit Court of Ap-

peals of the District of Columbia -- that the United 

States Court of Appeals of the District of Columbia --

announcing his retirement on November 15th when he be-

oomes seventy years of age. 

MR. EARLY: He is seventy years on the 14th. 

THE PRESIDENT: Yes. 

Q May we have the text? 

THE PRESIDENT: Yes. Steve (Early) says that it will be ready 

for you when you leave . 

"' 
Q Have you a successor ready, Mr. President? 

THE PRESIDENT: No. 

Q That makes two vacancies? 

THE PRESIDENT: Yes. 

Q Mr. President, have you actually heard or had a letter from 

Kr. Hosford, of the Coal Commission, resigning? 

THE PRESIDENT: No, I am taking that up today. 

' Are you taking any other action with respect to the Coal 



--.. 
Oo•1 .. 1on, parUoularlr the report. ot quarre11nc w1 tllla 

the agenor? _ 

THE PRESID!N'l'r I don't know; I have not oheoked up. I u go-

ing into it today. 

~ Has he actually resigned to you, sir? 

THE PRESIDENT: I don't know that ~ither. 

~ You haven't seen it? 

THE PRESIDENT: No. 

Q Will there be any appointments .soon t o the vaoanoies on the 
) . 

Securities and Exchange Commission and the Federal Reserve 

Board? 

THE PRESIDENT: I don't know. I suppose soon. I suppose that 

depends on the definition of the word. 

Q Will bhere be any appointments soon to the First Assistant 

Secretaryship of Labor? 

THE PRESIDENT: I suppose so, soon. 

Q Any comment on the New York election, Mr. President? 

THE PRESIDENT: No. 

Q Mr. P~esident, oan you tell us the reason for the delay in 

some of the flood control projects that were started and 

held up last week? Apparently there was some trouble 

with the relief money-- with the pudget. 

THE PRESIDENT: · I don't know. That is a question with whioh 
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I am not auttioientl7 r .. iliar. It ia a qu••'ion ot . 

Whether we relea•e at thi• ti~e the tull amount to oa.-

plete or to go ahead with the thing in this ti•oal 7ear. 

That really is the question. It ia as short aa it ia 

long. It will be finished. It is a question of budget-

ing whether we release more now than we oan use the bal-

ance of the tisoal year. 

Q Have you any comment to make on this Peace Conference? 

THE PRESIDENT: No. 

the Civil Service Commissi on and others were examining 

into the cost of having a five-day week fo r Government 

employees . 

THE PRESIDENT: That thing has been under study f or about six 

months and still is. 

Q Are you l ooking forward to that -- (int errupted) 
/ 

Q Do you expect to get the report yourself or is it going to 
. 

the Budget Bureau? 

THE PRESIDENT: I think it goes from Civil Service to the Budget 

I have not talked t o Budget or the Civil Service about 1t. 

Q Would you like a five-day week? 

THE PRESIDENT: It 1s a question of getting some faote. 
' 

Q Do you favor a five-day week? 



THE PRESIDENT: I u faTor1ng a atud7, that h all. I don't 

know -&ft7th1ng about it . and none of ua do. 

Q Early figures on the possible ooat will run between sixty 

and one hundred million dollars. Will tnat run too high? 

THE PRESIDENT: I cannot comment because I d~'t know whose 

figures they were. 

Q Was Jim Farley present when you were talking to Mayor 

LaGuardia yesterday? 

THE PRESIDENT: Oh (Laughter) Having read the newspaper 

stories about khe conference I suppose the easiest thing 

to do is to disprove most of your speculations by simply 

' telling you what happened. I will give you the time 

table. The M~yor arrived at twenty minutes to three and 

he came upstairs to see me all alone. And at five min-

utes past three Jim Farley came upstairs and I suppose we 

talked for three minutes and then both of them went down-

stairs and I got myself dressed to go to the train. The 

Mayor left the house about four minutes later. Jim Farley 

and Mrs. James Roosevelt and Harry Hopkins and myself and 
.... v,_ 

the little Hopkins girl, we all left the house and went 

to the train. Now there is the schedule. (Laughter) 

I feel like inventing a new proverb or aphorism. 

1 1p~culation in news stories is Just as dangerous as 
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IIJ)eoulating on the etook exohan1e. 1 !hat ia a loo4 oae. ·-
You oan uae it in quotee. 

9 In Tiew or the apeoulat1on •• to poea1ble further deTalua-

tion or the dollar, sterling is now five dollars. 

THE PRESIDENT: • very excellent ilLustration, exaellent. 

Q Any oomment? 

THE PRESIDEN.T: No. 

Q Matthew Woll said last week that he expected to see you up 

at Hyde Park and he didn't say for what reason. I wonder -

THE PRESIDENT: He has been on the list, oh, I don't know, for 

a couple of months. I think he is going to see me very 

soon. 

Q Any particular reason? 

THE PRESIDENT: No. 

Q Have you had any word from the British Government concern-

ing the possible token payment on their debt? 

THE PRESIDENT: No. ~he Treasury or the State Department may 

have. I don't know. I have not. 

Q The Treasury hasn't either. 

Q There is some report, Mr. President, that you are about to 

take a step regarding the British trade agreement or that 

you have taken one. 

THE PRESIDENT: I don't know anything about 1t. Ask the State 

. Dep(lrtment. 
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Q Mr. Preaident, have 70u determined on a definite date ot 

departure tor Wal"ll Springa.t 

THE PRESIDENT: Yea, the night before Thanksgiving, the 2•th. 

Q The night before? 

THE PRESIDENT: Yea. Gainesville the morning ot Thanksgiving 

Day and get to Warm Springs in the afternoon, after lunch. 

Q Mr~ President, you will apeak in Gainesville, will you not? 

THE PRESIDENT: Yes. 

Q How long do you plan to stay? 

THE PRESIDENT: I don't know. I haven't any plans after 

Thanksgiving. That depends on a lot of things. 

Q Has the Administration taken any active part in promoting 

the convening of this conference between CIO and AF of L? 

THE PRESIDENT: Not that I know of. 

Q Do you plan to do anything to make speculation on the Stock 

Exohange a little less dangerous? 

THE PRESIDENT: A little less What? 

Q A little less dangerous. 

THE PRESIDENT: or course there are two ways of looking at 

that. The more dangerous it is, the less people ought 

to go into it. If it were not dangerous everybody would 

make money in it. Just think that over. 

Q Do· you consider the stook .market dangerous? 

' 



!HI PRIIIJ)ZI'f: Oonddel' the stook ll&l'ket "'angei'OUst !ba' 

does not ll&ke &ft7 sense. 

MR. YOUNG: Thank you, Mr. President. 

MR. PERIINS: D6 70u tavor the reunion ot the two groups 1n 

labor movement? 

THE PRESIDENT: I always have. 

(The Press Conference adj ourned 
at 11. 00 AM) 

. ' 

) 
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Q (Mr. Young) Kr. President, how are you, sir? 

THE PRESIDENT: Rues , I see that your yesterday morning story 

was the only one that stayed through to the final edition. 

Q (Mr. Young) It is just as good this morning, too. 

MR. DONALDSON: All in. 

THE PRESIDENT: I am making a short radio talk on Sunday night 

about the census - - the unempl oyment census -- that takes 

place next week and the movi e people had to have a movie 

of it all r eady, so I am making that t oni ght and because 

I am giving it to them tonight, I ' m giving you a rel ease 

of what I say tonight this afternoon. (Laught er) Cause 

and effect. (Laughter) It is a very good illustration 

of how careful Steve (Early) has to be to please every-

body. 

I don ' t think ther e is anything besides that . 

Q Mr . President, as long as we are dealing with social prob-

lema now, have you been reading in t he public prints 

about Mark Sullivan's stenographer? (Laughter) 

THE PRESIDENT: Yes. 

' (Mr. James Wright) Well, Walter Lippmannth inks you are 

: 
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t•ktng the thirty-tive cents a week and spending it on 

riotous living eo that there won't be anything when thi• 

girl does get to be sixty years old. 

THE PRESIDENT: No! 

Q Well, what have you to say about it? (Laughter) 

THE PRESIDENT: The only t hing I could say is to comment on 

the first two paragraphs of Mark ' s story. Is Mark here? 

Q (Mr. Sullivan) Yea. (Laughter) 

THE PRESIDENT: -- in which Mark intimated gently but firmly 

that the question of his stenographer ' s ol d age was her 

problem and not his problem and not the Government ' s prob-

lem . In other words , that she had absolute freedom, as 

an American citizen, to starve to death when she got to -
be sixty-five if she wanted to . 

Q He said she had saved the house in the meantime. 

THE PRESIDENT: That would depend on how good a trustee Mark is. 

Q (Mr. Sullivan) In spite of all that she is half a Mew Dealer 

yet. (Laughter) 

Q Do you think there should continue to be as big a contribu-

tion as there is now to the Federal Treasury? 

THE PRESIDENT: For a while. 

Q For a while? 

THE PRESIDENT: For a while. In other words, what the outcome 



of the reeerve tund will work out at over a period o~ 

years is something that we frankly don't know enough 

about. Now, there are all sorts of stories that it may 

amount to forty billion dollars or fifty billion dollare. 

I don't know. I am not sufficieqtly familiar with the 
..... 

mathematics of insurance to give you a top _figure as to 

what it may turn out after we keep going for a compara-

tively short time, not any forty or fifty years. The 

total reserve fund will not have to be as big as anything 

like planned in the original Act but, in the meanwhile, 

Mark's stenographer is_ being taken care of. I should 

think, from what I would call a prevlew on this young 

lady's case, that if I were in her place, she has bad 

such excellent publicity, that I would ask Mark for a 

higher salary. Of course, that would increase her old 
' 

age benefits too. (Laughter) 

Q What would happen to the money if you built it up to forty 

b1111 on dollars? 

THE PRESIDENT: That is one of the problema. 

' Is that a problem? 

THE PRESIDENT: Uerta1nry-. or- course it is : 

Q Are taxes likely to be reduced; can you tell us-anything 

on that? 

• 
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!HE PRESIDENT: On what? 

Q In the study or this question or reserves, oan you tell u• 

whether the taxes may be pared down? 

THE PRESIDENT: rrankly, I don't think we know enough about it. 

You will remember that the British Government put in, in 

1910 or 1911, their rirst old-age pension plan and I think 
• 

that ever since then, that is 28 or 2? years, there has 

hardly been an annual session of Parl1ament that they have 

not changed the mechanics of the plan oae way or the other. 

They were rather badly hit during the war because they 

tried to extend the operation of the plan to take care or 

the wounded veterans wi thout providing further reserves . 

Since that t i me, by various amendments to the original law, 

as I understand it, they have got the mechanics of the re-

serves and of insurance back on a sound business basis 

where it is no longer troubling them. 

Now, as time goes on, every sess ion or every other 

session of Congr es s , there is no reason why with experi-

ence we should not make modifications in the law. You 

cannot tell what kind of modifications t here will be. It 

is too early to tell. We don't know enough about it. 

Only Mark doe a·. 

Q Isn't tt the broad plan to put social security on a "pay as 

you go11 basis? 
--



THI PRESIDENT: Permanent -- ' 

Q 1 Pay aa you go.-.!!_ ~ 

THE PRESIDENT: 1Pay aa you go• 1a too difficult to define. 

No two people will agree on what 1 pay as you go 1 mean·•· 

It is a very simple phrase to use. What do you mean by 1 

Q Where the reserve --

THE PRESIDENT: No reserve. Why have any reserve? That is one 

definition of 11 pay as you go". 

Q You r eally are not going to have that. You are going to 

float these bonds to raise the money that is necessary 

when the time comes? 

THE PRESIDENT: After a long period of years. If you put in 

a plan of this kind immediately, you would _go broke on a 

".pay as you go" basis. For the first forty or fifty years, 

whatever the term is, it would take too much out of annual 

receipts if it were made "pay as you go 11 on this basis of 

annual reserve. 

Q There is a great deal of interest in a conference that met 

with you at two o'clock and which. adjourned a little bit 

ago and which said that you would be the source of news. 

THE PRESIDENT: "We discussed in a general way the studies our 

committee is making in regard to tax matters and there 

was some discussion of taxes in connection wi th the farm 



pJ'Oil'U, 1 Dough ton aa14. (Reading troa a UP t1oker w­

port) And 10 do I. (Laughter) 

Q Will you read that again, air? 

THE PRESIDENT: I am reading it trom the ticker, •we diaouaaed 

in a general way the studies our committee is making in 

regard to tax matters and there was some discussion ot 

taxes in connection with the farm pr ogram." Daughton 

said that. 

Q And he aleo added that you would give us the details. 

THE PRESIDENT: He was optimistic. (Laughter) 

Q Have your experts verified the report of the Department of 

Agriculture economists that the national income next year 

is going to be under sixty-nine billion dollars? 

THE PRESIDENT: I have not heard of it at all. That is a new 

one. 

Q You haven't heard of it? 

THE PRESIDENT: No . 

Q There was another conference you had this morning and those 

attending it said t he same thing. The conference which 

included the Chairman of the Power Commission, Mr. Seavey 

and Mr. Carmody. 

THE PRESIDENT: That related to a general study of the national 

power program. Same idea. 
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Q Rae the atud1 ot the buaineas situation reaohed a point 

where you can say that Federal pump priming will be re-

duoed or expanded? 

THE PRESIDENT: That is what they oall •spot news• and it 

does not come into the picture. 

On the question ot powe~ I . was reading over the other 
. 

day -- this is just for background -- one of the press 

conferences we had in 1934. It was a very, very inter-

eating conference . Kannee typed out the notes of the 

conference and it is a curious thing that the t~ings that 

were said at that time I talked for ten or fifteen 

minutes for background are just as true today as they 

were then. We took up the princi pal problem of utili-

ties and I told-- some of you remember it -- I told the 

story of the origin of the utilities , the ferryman on the 

Thames in the days of Queen Elizabeth,and how the common 

law of England, which we have inherited, set forth cer-

tain principles, and that by carrying out the analogy ·or 

the common l aw, which we have got away from tor a good · 

many years in this country, we could solve the whole prob-

lem of public utilities. 

For example, suppose that Queen Elizabeth said to 

that ferryman on the Thames, "We will value your terryboa.t 
. . 



as being worth 1500. You say you paid 11,000 for it • . 

Well, that is your own fault. You oannot get a rea•on-

able return on 11,000 just beoause you paid that for the 

ferryboat if the ferryboat was only worth 1500 at that 

time.• 
the 

You can apply that analogy to the question ofLvalua-

tion of public utilities today. It was an awfUlly diffi-

cult thing when I talked with the heads of some of the 

public utilities to get them to even discuss the problem 

of valuations. I understand -- we know that there are 

lots of reasons why they do not want to discuss the prob-

lem of valuati ons . 

I stated, in this same press conference, a case down 

in Georgia where a little, busted, run-down-at-the-heel 

municipal plant had practically no value -- had a scrap 

value of about $50,000. Something had to be done. Either 

the municipality had to go in and build a brand new elec-

trio plant, or it had to bring in a private utility . No 

reasonable person, on a straight value basis, would have 

given more than $50,000 for the existing plant. Prac-

tically all it consisted of was a brick building and a 

couple of boilers and a few miles of worn-out wire and a 

couple of transformers. But the competition in those days 



between eleotr1o oo~an1ea waa eo great that tbe olt7 

waa olever enough to get thea bidding aga1nat eaoh other 

and finally one ot the oompaniea paid 1200,000 tor thia 

plant worth 150,000. And the oity sold it. It waa a 

good pieoe ot business on the part ot the o1ty. 

Query: Should that utility company seek to earn a 

reasonable profit on 1200,000 or on 150,000? Obviously, 

the $50,000 . 

All right, take another case: 

There is a certain wate~tall in the United .States 

which is owned by a private utility company. They bought 

it a good many year s ago at the value of tarm land, about 

$50,000. Well, they are about to develop it. Should they 

put into the cost the $50,000 plus the taxes they have 

paid in carryin~ it over a few years, or should they give 

it a value ot $1,000,000? It may be worth $1,000 ,000 to­

day but it only cost them $50,000 and they have put in 

perhaps another $25 ,000 tor taxes. 

If people would come down to the old common law on 

the valuation of utilities, we can get a meeting of the 

minds right away and we oan say to them in return, "It 

you will value oorreotly under the old oommon law and it 

you will capitalize on that oorreoted valuation under the 



---
oo11110lf law, there i1 no rea a on in the world wb7 •ou 

should not continue to reoeive a apeoial benetit troa 

the government, and that is a monopol7. Nobod7 is going 

to oompete with you it you are properly valued as to 1our 

property and properly capitalized." 

Ther~ i s only one other thing that has to be said to 

t hem, and that is this: "In the territory in which you 

receive a monopoly, not under the common law but under 

the Constitution, a municipality, as a corporation ore-

ated by a state, has a right to say by a vote of the 

people , ' We are going to go into the di stribution system 

ourselves. 1 11 They have a right to do that and if they 

do , the pr ivate utility ought to sell bul k juice to them 

over the transmission line , again at a r easonable profit, 

for the same price that they would charge t o others f or 

that juice. That is a thing over which we have no con-

trol. A municipality has the right to distribute ita 

own electricity, if it so elects. That i s si mple . It 

is the law of the land. But very few municipalities are 

going to make that election if the private utility which 

is there now gives them a rate which is ba~ed on a fair 

valuation -- a common law valuation . 

That is practically a repetition of what I said, I 

J 

~ . 
• 
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think, in 1934. There ia rour aolut1on. 

Q How do rou aquare rour application of the oommon law to 

the Supreme Court's definition of value? 

THE PRESIDENT: I don't. 

Q How are you going to get around it? 

THE PRESIDENT: I don't think it is constitutional. 

Q How are you going to change that? 

THE PRESIDENT: I hope we will get some decisions more in line 

with the common law. 

Q You mean judges? 

THE PRESIDENT: No , I am not talking about judges ; I am talk-

ing about Supreme Court decisions. 

Q Decisions i n conformity with the common law rathe r than the 

precedent set by the Court up to now? 

THE PRESIDENT: In all oases, yes. That has nothing to do with 

individual judges at all. I am talking about the Court 

as a whole. 

Q The oomrnon law and what was called "prudent investment" in 

' the Interstate Commerce Commission -- are they the same? 

THE PRESIDENT: "Prudent investment" is one factor in it. In 

the case of the utility that paid $200,000 fo'r a plant 

that was worth only $50,000, they were not prudent in-

vestors. That is one factor, but only one of a good man, 

factors. 
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Q Any speoial reason tor out~ining this so olearly toda7? 

(Laughter) 
' 

THE PRESIDENT: Only that somebody asked the queation about 

what we were talking about this morning. Chairman Seavey 

and -- what is his name, ot REA? 

Q Carmody . 

THE PRESI DENT : Yes , and our f r iend from the Grange in Wash-

ington. Tha t was the discussi on this morning. 

Q (Miss Black) How come Mr . Kannee had i t t yped out? 

THE PRESIDENT: Because I was on Sunday last editing volume 

three of this famous set that i s coming out, the set of 

messages and papers, in which we are including a number 

of the mor e interesting press conferences which,however , 

will be released to the press before they are publ i shed 

in book form. 

Q Mr. President , is there anything new in the Coal Commi ssi on 

row and the resi gnati on of the Chai rman, Mr. Hosford? 

THE PRESIDENT : No, nothing new. 

Q Have you acted on hi s resignation yet? 

THE PRESIDENT: I have not. I hope he won't l eave . 

Q Why? (Laughte r ) 

Q Mr. Presi dent , a r e you giving per sonal attenti on to the Haiti 

Domi ni can trouble? 
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THJI: PRJ:SIDJI:NT: Y .. and no. I am familiar with 1t ae it goee 

on. 

Q There is an engagement listed with the Foreign IUnieter. · · 

THE PRESIDENT: We hope very much that it will be straightened 

out . Oh , t his tea visit this afternoon ha s not hing to do 

wi th i t a t all . That was arr anged a l ong t i me ago. 

Q How about the conf er ence wi th the Mi nis t er this morning? 

THE PRESIDENT: Tha t was to say NHow do you do. " I had not 

seen hi m since he was appointed Minister. 

Q The story that came out thi s mo rn ing as to the visit of the 

young Japanese Prince was that he carried a letter to you 
. ' 

from his father . 

THE PRESIDENT : Just a nice, friendly letter. 

Q Ro di plomatic exchange at all? 

THE PRESIDENT: No . 

Q In t he light of your recent confer ences and discussions 

here , do you st i ll feel confident that the budget can be 

balanced next year ? 

THE PRESIDENT: Same old story, same words . I hope it will be 

balanced next year. 

Q Hope? 

THE PRESIDENT: What did I say last time up at Hyde Park? Hope 

and expect? 
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Q Hope and expeot. 

THE PRESIDENT: Same old thing. I will turn on the same re-

cord. (Laughter) 

Q Will you tell us what you talked to Ed MoGrady about yea-

terday? 

THE PRESIDENT: I t hink I had better not at this time beoause 

we have a "hen" on. (Laughter) 

MR. YOUNG: Thank you, Mr. President. 

• # 

(The Press Conference adjourned 
at 4.20 PM) 
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COD'IDU!UL 
Preas Conference 1410 
Bxecutive otticea ot the White House 

lovember 12, 1937, 10.45 A.K. 

(Kiss Craig was invited to occupr the Chair 
in the absence ot Dean Young.) 

' 

THB PR.ESIDENT: They will be wanting to come to the Wh1 te 

House Correspondents' Dinner next t ime, 

shooting. (Laughter) 

sure as 

Q (Kiss Craig) Didn't you know that we tried to come 

once? 

THE PRESIDENT: Yes. 

Q (Klsa_Craig) And they kept the money six weeks and 

then sent it back saying that they didn ' t want to keep 

our money any longer. 

Q (Kr . Harkness) You were lucky to get your money. That 

was a break·'-' 

Q (Kiss Craig) Yes, but we were the only ones to send 

it in advance. (Laughter) 

KR. DONALDSON : All in. 

THE PRESIDENT: Kannee says that he has nothing for me this 

morning. (Laughter) 

Q Ia it definite that your message will go up Monday? 

THE PRESIDENT: Yes. 
I 

Q Kr. President, have any of the utility executives indi-

cated any. desire to talk about valuation with you? .. 
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TBB PRISIDBft: I tMnk there are some oom,ng next week. 
. ' 

I don't know who, ~t I think so. 

Q ~o diaouaa valuations? 
~ 

·mB PltESIDBBT: I don't know what they want to talk about. 

I assume that will be one or the topics. 
~-

Q Will the Monday message be concerned only with the i~ema 
' 

before the Special Session? 

THE PRESIDBHT: I can't tell you, Ulric (Bell). I haven't 

1"1nished it yet. 

Q Can you tell us a little bit about this program for 

stimulating the building industry? 
. 

THE PRESIDENT: In the study stage still. 

Q Will it be ready soon? 

THE PRESIDENT: I hope so. It takes very little legisla­

tion, as planned. 

Q The New York and Washington Newspaper Guilds seem to view 

with surprise and apprehension your acceptance or member­

ship in the American Press Society which they say is 

an employer-dominated organization. 

THE PRESIDENT: That, or course, I have no information about. 

Steve gave me the thing. They quoted the Constitution 

or the American Press Society and it looked pretty 

good to Steve and me. It said, "This Society is dad!-
' cated to the belief that the practice ot journalism 

is an honorable profession bearing the nature at a 

public trust. ~e integrity and detachment -or it are 

-
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essential to better goyerumant and the preaerTat1on 

ot the liberties ot the m•sses and at minorities,• 

to which we said, ·•Amen• and accepted the invitation 

ot honorary membership. Tha:t is the beginning and 

end. We don't know aeyth1ng more. 

4 That "detachment" they are talking about is detachment 

from trade unionism. That is the detachment they are 

more interested in. 

THE PRESIDENT: Well, I didn't take it that way. 

Q On this building program, how have you arranged tar 

bankers to loosen up and for the laboring men to have 

an annual income? 

THE PRESIDENT: Tha~ is just the story. We are studying 

it. We ar e trying to find out . 

Q Are those the two prime factors? 

THE PRESIDENT: There are really two prime factors in it 

we are trying - to solve. One is to get capital to go 

in and secondly to get the double objective of a 

low-interest cost and a low-building cost . The two 

go right together because the lower Your interest costs 

the better it is for the po~ketbook of either the buyer 

of the home or the renter of the home and the lower 

the building costs, the better it is for the pocketbook 

of the prospective owner or renter. 

Q I did not see any labor unions in that. The building 

trades' costa have been very high • 

• 
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TBB PBBBIDII!: In some places·~ 

·Q Where they don't have an annual income, the hourl7 

wage is very high and that has stopped building. 

THB PRESIDENT: The annual income is one or the tactors 

we are studying, also the reduction in material costs. 

Q Have you arrived at any conclusion yet? 

THE PRESIDENT: Bo. 

Q What kind of buildings are you thinking of? 

THE PRESIDENT: All kinds of buildings but primarily tor 

the lower income group. That is tor the individual 

dwelling in the big city and in the small city and 

small town, the two-family or the apartment house. 

It is all inclusive. 

Q Have you information on about what income group, exclu­

sive ot the very lowest, where there is a deticit in 

housing, a deficit in sate and sanitary 

THE PRESIDENT: It is awfully hard to give any figure be­

cause it varies so much in different parts of the 

country. 
' Q Mr. President, have the political developments in Brazil 

changed your attitude toward the destroyers? 

THE PRESIDENT: You will have to ask the State Department 

about that. 

Q Ma7 I ask another question about housing? Have you 

determined what has caused the lag in building? Have . 
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70u reached a detiDite oonoluaion about that? 

TBI P.RISIDII!: There are a great man7 taotora, a r.reat 

Q Would 70u oare to mention &DT? 

TBB PRBSIDBft: Well, high real estate oosta and there 

70u run into the problem ot tranaportat~on. In other 

words, to go tar enough out or town to get low acreage 

costs, 7ou have to have some rorm of transportation 

to get people in to work. Then there is the cost ot 

materials or all kinds, the cost of labor in some 

sections, the inabilit7 -- don't put it as inabilit7 

the ract that there has been very little done b7 

private industry to organize for large-scale building 

obviously it costs per unit a great deal more to build 

rive houses than it does 100 houses and there has been 

ver7 little done by contractors, builders and rinancial 

institutions to come together and do large-scale 

building which will reduce costs very materiall7 • 
• 

And th~n, finall7, the very high interest rates 

that are Charged tor first, second and third money 

running on the average, in the North, well over 8 per 

cent and in the South 10 to 12 per cent. 

Q On all or those -- on an average ot all kinds or mort­

gages? 

THE PRESIDENT: Not mortgages, that is rirst, second and 

third mone7. In other words, when you put up a building 

.. 
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Jou know you have three 41tterent k1 nd 1 ot monq, 

you have :your first mortgage and then :rou baTe gen­

erall:r your secondary mortgage and then :you have What 

might be called the equit:r money becaU8e :you have to 

have something in hand to carry on the building oper­

ation. 

Q Bow will this program dovetail with the slum clearance, 

would you mind explaining that? 

THE PRESIDENT: That is one phase or it and we hope that 

will go along all right as a phase. 

Q Mr. President, will you try to influence the utility 

people in a building program of some kind? · 

THE PRESIDENT: I don't know. I don't know whether they 

want to discuss it or not. 

Q We talked to the State Department regarding the new 

rorm or Brazilian Government and we asked whether it 

would affect our monetary arrangement ,with Brazil and 

whether the Monroe Doctrine would be brought in and 

they referred us all to you. 

THE PRESIDENT: You will have to ask them again. In other 

words, I have no news on. it today. 

Q So far as you know, is all peace and harmont at the 

National Bituminous Coal Commission? (Laughter) 

THE PRESIDENT: You had better ask them. 

Q I beg pardon? 
•• 



\ 
. 

\ 

410 _.,_ 

!Ill PJliSIDUTt You bad better ask tha. I baTe no n ... 

on it. 

Q You haven't &n7 conterence aChe4ule4 in resar4 to that 

situation? 

TBB PRBSIDBRT: I think llr. Bostord is coming in this 

.morning at 11 • .45. I see that on my pad. 

IIR. OLIVER: Thank you, Jlr. President. 

(The Press Conference adjourned at 10.55 A.K.) 

I 
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