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com'Illlm'IAL 
Pre•• Conference #6ll, 
ErecutiYe Otticee ot the White House, 
laDUBrf 2, 1940, 4.10 P.~. 

Q (Mr. Young) Hello, Mr. Preeident. Hello, Mr. Attorney General. 

Glad to see you, air. 

(The Attorney General aclalowled.ged the ealutation.) 

001 

THE PRESID:mT: What kind of a New Year was thet you wished tor me the 

other day? 

Q (Mr. Godwin) Oh, I said "eventful. • 

THE PRESIDENT: Did you ever know ani member of my family that did not 

heYe an eventful New Yjjar? 

Q. You do belong to one of the happen!ngesii families. 
' 

Q You know it is better to be eventful then dull. Donlt you th11111: so? 

THE PRESIDmr: Sure. The only way to keep you people from being ghoul-

ish is by giving you something new all the time. Othel'Wise you 

would be ghoulish. 

Q You know, there are events we do not\ spee..lt about here. 

Q When are you go~ to get to .Ef;yde Park? 

THE PRESID:mT: End of the month or beg1nning of February; somewhere 

around there. 

Q Charlie Hamilton wanted me to extend hie thanks to you for inquir-

1ng as to his health and to wish you a Happy New Year. 

THE PRESIDiNI': · How is he? 

Q Pretty feeble. 

KR. ·DONALDSON: All in. 

THE PRESIDEm': I slgned a Proclamation today that won't mean enything 

to anybody except an engineer ~r surveyor from the Interior De-

~ · ·, 
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Na~ional Park. I .ae given au~hority under ~he bill ~o add e oar-

~ain nuaber of acres ~o ~he Olyapio National Park wh1oh, ae orig-

iDally eat up, follo~ ~he linea of ~he old 11011uaen~. 

We had a hearing, ae you mow, and the Governor oaae down. 

8\en (Mr. larly), hold ~his up tor me. I oan explain i~ 1.11 

(Indicating) Eve~hing in 'the JD.iddle 1.11 h~re was ~he old 

Park. There wae 110 question at all about the areas on the nonh 
'--

or on the eaet or on the south -- these green areas to be added, 

or. thai ·( indicating) . 

The only question that arose was as to whether t hese two 11 t-

tle green areas (indicating on the west) should be taken out ot 

the National :Foreet and added to th.e Park. There, again, the ques-

tion hinged on two matters of faot. Some of the people out there 

thought that by taking these two little green oorners on the west 

into the Park, that we might jeopardize what they call the sue-
' 

tained yield of pulp wood to supply ·paper, the pulp mills up on 

Puget Sound and dO'IIIl here around Taooma on the south, ~he Paoitio 

side. The Jl'orestry Serrtoe. gave us a survey that showed tliat even 

if these two areas are added to the Park, ~here is enoUgh pulp 

wood on the rotation principle, that is to say, cutting the trees 

when they are between forty and fifty, years old, in this general 

·area west ot the Park to maintain ell of the pulp mills on Puget 

Soundr and on the Paoifio, not only at their present rate of capacity 

but thirty per oent greeter than t hey are running today. On the 
• 

basiB of that repon there ia n9 reason why these two corners -

I· 
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nr1p8 Oil the wen -- lllould DOt be added tO the Pazot, 

'l'he other queatioD was the quenioD ot what ia a rain to:ren?, 
-

j The aouthem nrip, go1Jii wen, tollowa the 'falley ot the B'oh R1'f8r, 

a Yery beautiful aoeDio aeotiOD with Yery neap hillsides, aDd 

the nonbam nrip 1a the upper ftlley ot the Bopohiel R1Yer -

wait \lllUl I till4 the tJWis; I oanDOt 1)'111 it unleaa I reed it; 

B-o-g-a-c-b-i-e-1 -- and there ap.1D n wanted to preaene tor 

~he public this thina called n1D forest, l!hich aeans or1g1Dal 

Yirgin tiaber, Yery large tiaber, that is coYered with a IIOSIIJ 

grollth. Boa~ people add that this rain forest ertsted east of 

that green area in the higher letitudee, gettina up towards the 

top of the IIOUD'taine, ·but we foUDd that 'llfhile there ia Just as 

1111ch l'll1D up there, you do not haYe the aoss because you get up 

t oo high. 

And eo, on t hose two reasons, of finding of fact, we ere 1D-

eluding those ·two areas in the Perk. 

• 
~ Is there any particular resaon tor leaving that so-called corridor ; 

you haYe in there (indicating)? 

THE PRESIDENT: Well, eYentually those two Yalleys, the southern one, 

the valley down the B'oh (Rinr) , and the nonhlm one, go1Jii up 

this way (indicating), and down the Bogachiel (RiYer) -- euntually 

, ~ we want to ertend that · to the Pacific Ocean. 

q Why isn't that strip (1Ddioat1J16) in there? · · 

THE PRESIDmT: Because that is just the tope of moUDta1De. 

MR. F.ARLY: You want your total acreage. 
. 

THE PRESIDmr: Oh, th18 still leans -- this still leans UDder the . .. 
Act about 50,000 acres IIO'r!' that can be, 1D the 1'\lture, taken into 

,., 
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the Ule 11 aoiDs to be like - .whether .the publ1o will ao in. 

Q kA7 11pU1ouoe in the Attol'D~ OGe:ral'l Yilit wUih fOU toda:r' 

Q IAn olluce or acanhin&. •(Lal.IF'er) 

Q lf:r. Preaident, it 1l1ll be 'YirT helpful to a great -.z17 of ua it wa 
f 

find out ae aoon aa pos1ible aboQt aoae of the pbfeioal teaturea 

ot ;your apeeoh toaorrow auch aa the U.ae wa will get 1t, the 

leJ18th, et cetera. U that is something that you can help ua 

with, it will be Yer;y ~oh appreciated. 

THE ~nmr: I hope to get the final dre.tt t o you - what tillle, 

st;en (lf:r; Jarly)? About what? Elenn o ' olook? 

MR. EARLY: I hoped the;y would get it - wall, wi.ll you olear it with 

IIUt about nine o ' olock in the morning? 

TBE PBESIDim': Yea, that 11 guaranteed. J'rOlll now on your tight ia 

r with Sten (lf:r. Early) . I ~.ll get it into hil hands at nine A.M. 

That is ell right. 

Q Wellt' sir, he never tailed ua • 
• 

Q Along t he same line, how about the Budget Me111age? When do you ex-

peot to send that up? 

THE PRBBIDml': That will be go1q up the next day at noon and I think 

we will have our Budget Conference, our seminar, when wa get back 

troa the Capitol, aroUJid a quarter to tour or tour o'olook~ 

' Q Ally reason w~ Senator Barkl~ eaid t here 1a eOllla doubt about ita 
. 

go1q up t omorrow, that 1\ sight oome up on Friday? . 
THE PRESIIlJBl': le never •enU oned it • 

Q Speaker Bankhead add it we.an't mentioned. 
\ 
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'fBI PRISiliDtl'Z Jro, 1t •• not IUIII.Uon~ 

~ WUl J<N tW ~he dlplouUo u4 JwUolal nouehl 111. the near tu-

Q A tn daTa? 

TBJ: PRESIDDll': I hope 110at ot tha 111. a tn daya. 

Q Will the District .Tudce be 1ncil.uded 111. that? 

THE PBISIDJN!': I do ~ot know. I han not got do1111 t o that yet. 

Q On the Supreme Court? Anything 111. that? 

THE PRESIDllm': Now, you aee, you are uaing what they cell the • r e-

etriotive• method. 

Q High pres8111'e? 

Q .I will be more direct: Did t he Attomey General bring t he reoom-

mendeti~ tor the Fir at Cir cuit Court ot Appeals? 

THE PRESIDENT: Not yet. 
( 

or 'wo vacancies on that Q ltf• President, do you expect to have one 

Firet C1rcu1 t? 

THE PRESIDM': I do not !mow. I have not gone over it. I think there 

are .tin or six up t hrougb.New England. 

Q Any ot those nom1Dat1ona golllg dOwn this week? 

THE PRESIDJNT: Oh, I t hink 1 0 . 

Q Toaorrow? (Laughter) 

TBE PRESIIlliNl': I do not know. I canno:t enn tell you the hour. 

• 

Q Kr. President, can you oom.ent on the report that Mr. Mesaerllllith 

·...,. be given a dipl011aUo poet? 

THE PRESIDINl': No. You !mow on all those things, appoi ntllenta, I 

never d~ . any caiaentlllg until somettaea they get up to the Capi~ol 
' 

.. 
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• before JOil fellon an . tlla. 

Q Thaf ia too ofta • . 

Q OOuld you cioM'ct on :repone appear111g' 1n the papers :reouUy that . . 

you han bean telling oallera that you think Seoretar1 .Hull would 

be an adlt1rable·. IIJilccesaor to yourself? 

THE PBESIIll!Nl': The only cOiament I oen 1118.ke is that those were 1939 

. ' 
and I hope the wrihre haYe turned onr a new leaf 1n 1940 • 

. 
(Laughter) That . ought to hold somebody. 

Q. Mr. President, 1n an article on the third hl'll by Rex Tugwell, which 
- ' ~ 

... ie arub~itl~,d; •r Hope So, but I Doubt It, • he concludes with t he 

following sentence: "The progressiYe citizen must consider now 

who is his second choice it we cannot haTe RooseTelt again• • 

THE P.RF.SIDENI': Who did that? 

• Q Rex Tugwell. 

THE PRESIDENI': Did he really? ·(Laughter) 

MR. YOUNG: Thank you, Mr. President. 

THE PRESIDEN'l': Well, I hope you have a good week. 

• , 
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PrNa Ooll.teraoe #612 - Ba4cet, 
:lnwtl~e Ottioea of tlae 1rhite Boue, 
1UUU')' 3, 1940, 3.00 P.ll. 
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' 
TBB PREBIDJNT: 11:r God, wbet do you know about dollars and oenU? 

~ (llr. Godwin) Wllat are they? 

~ I a aolnnt. (Lilllflhhr) 

't'' 

THE PRESIIlli:N'l': You are richer thaD I a. I han got to haTe enother 

dille oallpeign. 

Q. ( e:r.:h1bit1ng some ooine) I Call at ·least ge't home. 

THE ~IDEm': Yea. 

When did you get this (indicating Budget release), how long 

ego? 

Q. About en hour and a halt • 

THE PRESIDml': Did you han a chance to look et it? 

~ Yes. 

THE PRESID»n': Well, Steve suuests that I repeat the 8llllual warning 

for the protection of the old-time~s and the admonition of t he 

new~era, that this is ell ott the record, completely, end not 

t o be used until the release hour which will be -- i .t will go up, 
I 

007 

at twelve o'clock and as soon as it 1a presented to be reed, which, 
_, 

I suppose, is in the BOuse. Is it all right t o go? 
,... 

Q. Do you also include the general prohibition against e story about 

this Conference? 

THE PRESID:mr: Wllat do we do about that? 
' 

liR. EARLY: Nothing is written about the C<?nference. It is merely for 

their information, sir. -·· 
TBB PRESimm': Yea. 

•. 
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' '!'HI PRISIDilfl': Well, let'• go tllrou8h it - that 1e the eae1eet ..,. --
.. 

and theo, if you have aD7 questions about the tigurea we will go 

over the letter pagee. 

In the tirst paragraph - I w1ll Just touch the high spots -

the expenditures t or the following tiaoal year are $675,000, 000. 

leas than the current year. The. receipts tor the following tiscal 

year are estimated at $382,000,000. up from the current fiscal 

year and we estimate t hat we cen recover $700,000,ooo.ot excess 

. . ' .capital runds trom various Gover,nment corporations, which would 

lean us with e net deficit ot $2,176,000,000. as compared with 

an estimated deficit of this year or $),9JJ,OOO,OOO. That is, as 

you w1ll see, a gain - that is to asy, e.· reduction 1n the esti-

mated deficit ot $1,800,000,000. 

Furthermore , it tax recoliDDendationa totaling $460,000,000. 

are adopted, that would reduce the deficit to $1,716,000,000. 

Then, looking at it trom the other angle, these appropria-

tions, excludi.ng those tor debt retire=ent, they ere estimated at 

$8,101,000,000 • . as against $8,889,000,000., or nearly tsoo,.ooo,ooo. 
lese than this year. 

~h\. we hne the review ot the fiscal policy. The lest para~ 

graph ot the page is a st=ple statement thet the fiscal polioy wee 

disastrous in practice and came near bankrupti ng both t~e people 

and the Oovermaent . 

On pegs VI (ot the Budget Report tor 1941) , the next page, 

we tried t o i dopt .a more realistic policy to maet the problem or 

idle men, idle tactoriea end idle tunda. We had to use i dle tunda -- ,... 

• , 
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to put idle aen to work, to p11t purobaailla power in the banda ot 

the people who needed it and to create e deaend t or the product, 

which had a profound etteot on bot h the Gonl'llllent and prin.te in- •· 
' 

c011ee. The national incOJRe between 19JJ and 1937 rose tr<a 

$42,000,000. e year to $72.000.000. a year, which was the l argest 

absolute rise tor any year in our history, not nan except ilia the 

rise durilla the World War. The tax revenues r ose troll $2,000,000,000. 

to over $5 ,000,000,000 •• primarily because people had more income 

out ot whic;h t o pay taxe~. The people paid $3.000,0000 000. more 

in taxes but they had nearly ten times more then that. or 

$JQ,ooo,ooo,ooo. t o spend on other things. Then I put in a line, 

just so you f ellows would n.ot overlook it, seying t hat this state-

mant desenes a headline. In other .words, it ts a new method I 

devised tor getting things acroes. I hope it wt.ll work. (Laughter) 

During those years , l9JJ to 1937. we made defini te progress 

toward a balanced budget so t hat in 1937 the excess of outgo over 

Government cash income had dropped to $JJ1,000,000. 

Then cam( the bree.l\ine .out ot a new lack of balance. as you 

know; in 1937 but , in the. spring of 1938, beceuse of it I recoa-

mended a further use of Government credit. Cqngr ess acted on the 

recommendation and instead of haTing a c011plete nose dive in na-

tional income, such as we had before. the national income qnly 

dropped about eight billion dollars instead of forty-two billi on 

dollars. In ot~er words, we prevented th~ recession from becomine; 

a continutne snowball of depression. Ot course now we know that 

things are on .the upgrade very definitely again. 

Then on the next page. (reading) • ••• the withholdine of 

., _ 
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GoYeraaent credits 1n time ot need tor political ad?antage te no 

leas reprehensible than ita proflisate usa at any ttae.• 

In approaching t he Bu48et tor the fiscal year 1941, we trJ.ed 

to relate it t o probable econ~c necessities. we are aokte?tng 
~ I 

the highest l nels of production and coniiWIIption 1'11 our history 

and, ae I sa.14 in m;y Message, t-he act~ production figures - ot 
. \ . 

course, not in every line but tHe average •• are up to 1929 figures. 

'!'hat is not in oesh, as you all know, but in tel'IIB of goods because, 

i .n cash, the prices that these goods are bringing are..a good ·deal 
' j 

lower than in 1929. or course it does not mean as many people are 

at work as in 1929 •• this is not in this (report) -· because of 

the improyament of machi.nery ot all kinds. 

Because of the extent to which recovery has progressed add 

the degree to which speculation and price increases have , on the 

whole, been kept in check, it has been mads possi~le tor us to 

consider a . substantial lessening ot Government expenditures in 

activities not immediately essential tor national defense. 

Employment stil~ lags below, as I spoke or it before, because 

so many workingmen have been displaced and, in addition, there ere 

five million net addition to the labor force because ot the growth 

ot the country. (Reading) 

".Against' 'this background of aims substantiilly 
but not tully attained, I propose in the field ot 
fiscal policy that we adopt t he rollowing course: 
We should count upon a natural increase 1n receipts 
from current taxes and a decrease in emergency ex­
penditures, and we should try to ott.set the unavoid­
able increase 1n ~rpenditures t or national defense 
by special ta; .. receipts, and thus hope to secure , 
tor the over-all picture, s .gradual tapering ott, 
rather than an abrupt cessation, or the deficit." 

• ' • 



e . 

• 

.. .) . 

... 
• 

r 
011 

612- ~ 

On page VIII, UDder •!:xpe~dU;ures;• we han this tabla ,rhioh, 

I ~ppo'aef'ia about the simplest pralientation of Gonl'llllent expen-

diturea that we haTe eTer had. Thf!re are seTen itiiiUI and , curiously 

enough, all of tham are nry nearly the 88111e size. (Readi,ng) 
"' 

·~ •National defense • • • • • • • • • 
Work reliet programs • • • • • • • • • 
Agri oul tural progr&lll8 • • • ·• • • • • • 
Public works and inTestments • • • • 

' Pensions, retirements, and assistance • 
' Interest on the public debt • • • • • • 

Regular opere.t 1ng • , , .. • , • • 
I 

$1, 800.000.000 
1,3<)0, 000,000 

900. 000.000 
1,100,000,000 
1 ,200,000,000 
1,100,0QO,OOO 
1,000, 000. 000 

Total . ·~ . • • • • • • • • • 8,400,000, 000 

-This table presents in a simple form which 
any layman can understand , the principii divisions 
into which Govermnent expenditures tall . I con­
stantly marvel at the glib generalities --" 

·• 
This is not meant tor newspapermen but tor columnists. (Laughter) 

(Reading) 

•-- to the effect that if one bas but the will to 
do so anybody can reduce Government expenditures 
by vast sums sufficient immediately to ~balance 
the Budget.~ It costs nothing to make such state-
mente --• · 

A lot of people make a lot of money making statements. 

~ Wouldn'\ you include Senators in that? 

THE PRESIDENI': Oh; no, (Laughter) You see, I cannot criticize the 

Congress. (Laughter) It is unconstitutional or something li.ke 

that . (Reading) 

•-- and they can be decorated to fit into the ap­
' pleuse of many audiences, 

•But it is -i he old, old story of the man who 
loves to utter generalities and changes the subject 
ab~ptly when he is pinned -down to' hard facts. · • 

•In these headings, · tor example, I do not be­
lieve that the majority of the people in this country 
want to reduce the budgeted estimate of $1,8QO,OOO,OOO 

\ 
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for na'ional defense. This ia an increase, of 
course, over the ourrent year, but it ia far leas 
thaD 11W17 experts on national defense think should 
be spent, tb.oueh it ia iD 1111 judpant a sufficient 
UIOUDt f or the ca-ing year. 

•I do not belien that the aajority of people 

•• 

612- 6 

in t his count17 wa~~t t o see the work relief programa 
f or the coaiDg year reduced below .l,)OO,OOO,OQO. 
This IIUil, 1n i tself, coveri.Ds the aot1v1t1ea of the 
Work Projeota .Ada1niatrat1on, the Natioul Youth Ad-
1111n1atrat1on, the CiTilian eonaerntion Corps, aDd 
grants of the J'a.rm Security A ... tn111trst1on represents 
a large--per haps t oo large--reduction of current ex­
penditll!ee• 

"I do not belieTe that the majority of people 
feel t hat t he agricultural programs should be re­
duced below the figure of $900, 000 ,000 because this 
figure , in itself a large reduction below the ourrent 
year, will be barely eutfi~ieqt to carry out soil 
protection and surplus removal operations. • 

012 

I t is the same thing in regard to public works and investment s . 

I do not think we can go below that because this amount containS· 

practically no money for new projects in any part of the country, 

I do not bel ieve we can go below t he f igure of $1 , 200,000, 000. 

for pensions. It is not much use talking about that because Con-

grass won't do it anyway. 

The same thing on Henry Morgenthau' s $1 ,100 ,000 ,000. for in-

terest on the public debt , We cannot reduce t hat but we should 

ramember t hat t he rate paid is s third lonr thaD it was 1n 1929. 

(ReadiDg) 

"All of these i tems amount to e~timated ex­
penditures of $7, 400,000, 000 and there remains 
only one ot her item of $l,ObO,OOO, OOO--l2 percent 
of the total--for the operating costs of the regu­
lar department~ of the Gov~rnment. These ere down 
to ~he bedrock of the act ivities and functions 
ordered by the Congress. If further saYings are 
t o be made in t hese operating costs, the Congress ~ 
wil l have t o direct by statute t he eliminati on of 
lll8DY functions . lilid &Ten i.f 1(hey should do eo, t he· 

' 
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aJIOUJit sued in thi s Budget could only be e 11111811 
pe~9entege of the t otal .• 

Now we come down to nati onal defense: {Reeding) 

"National defenae. --These estimates represent expenditures needed .t o develop and maintain our normal defense preparations.• 

• 

612 -- 7 

Per haps that i s not quite the right way of p~tting it because 
they represent additional appropriations that were made in the 

' last two Cong~easea, I think, which we have not yet completed end 
ere in the process of carrring out end the money baa not , of course, 
all gone out. 

Q Does that include authorizations too? 

THE PRESIDEm': No, (Reading) 

-They also include, in v18li of the currant world situation, the emergency expenditures required tor the War and Navy Departments, the Coset Guard , De­partment of Justice, end the Pan81118. Canal," 

Most of which, as you know, we started last September and it cost 
· I · 

s~ewhere around $250,000 , 000, for t his fiscal year• To carry 
them on in the eeme way, practically nothing new, during the fie-
cal year 1941, will cost about ~300,000,000. 

Q Mr. President , does that explain the difference bet1'1een -- in this 
first tabla on page VIII, national aefense is given at $1,800 , 000,000. 
and the first of the regular tables for the year, on P~$e XIX, na­
tional defense is givap as $1,539,000, 000. I wondered what the 
difference between those two items was? That is item 4 in section 
II of this first table. 

\ 
THE PRESIDENT: Well , if you will add to that $1 , 539, 000,000. and look 

further down, you will see item 14 on the eeme table , tJoo ,ooo,ooo. I 

and that about gives it t o you. I am good, I found it myself , 
:' 

.. 

I 
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(Laughter) (Reading) 

"In order that these emergency requirements 
may be clearly shown I ha1'8 segregated t h• tor 
both the tiacel years 1940 and 1941. They call 
t or supplemental appropriations ot t272,000, 000 
in the fiscal year 1940, and appropriations ot 
t302, 000,000 in the fiscal year 1941·" 

612...; 8 

Well , you might say on that that the ~onthly costs will not be 

as high next year as they have been t hi s year because, you see, 

they will be t or twelve ~onths and this year we did not start 

actually spending any or this ~onsy until about the middle of 

September, We had gone two and e halt months into the fiscal 

year. 

~ This dittarence ot $272, 000,000. between what you asked for end 
' , 

$16o, ooo;ooo. of expenditures, does that mean you are going to 

keep down that $272, 000,000, ? The expenditures are estimated at 

~60 , 000 , 000, 

THE PRFSIDENI': Yes, because this year the estinMted expenditures or 

$160 ,000,000. -- we are at the present time and have been for 

several months obligating money which won' t be paid out until . 
after the first of July. 

Q It comes out of the $272,000, 000. appropriation? 

THE PRESIDF.Nr: Yes. (Reading) 

"Expenditures are esti.mated at $160,000 , 000 end 
t300, 000, 000 in these two years. This segregation 
will, I hope , help to focus attention on our amer­
ge.ncy defense expenditures, end the problem of • 
financing them. It will also facilitate the return 
to e nol'lll81 --" 

I should ~aTe sald "more normal" - - (Reading) 

• 
"-- defense program when the current emergency has 
passed." 

·" r : 
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Then on work relief: (Reading) ,., 
/) 

WWork-rslisf prosrams.--For the purpose of 
this BUJSar,r I han included the .aotiTitiss of the 
Work Projects Administration, the Natioillll Youth 
Administration, the Civilian Conservation Corps, 
and the grants o~ the Farm Security AaiD.inistrat1on. 

•In !JUbmitting est1matss. for these agencies . 
I have taken into consideration the current tmprove­
~ent in' business conditions. The first e:r:rects or 
increased bus~ss activity have not r~sulted in a 
proportionate reduction in relief needs. This is 
because the increase i~ employment has affected 
principally those who have had casual or part- ttme 
work. But there is reason to hope that a continued 
eXpansion or business would diminish relief require­
ments substantially.• 

Well, of course this is based, by the people who know more about 

it than any of us , on the general theory t hat when a factory starts 

running f:ul~ time end s1oarts taking ·on new people, the chances are 

it t akes on the people who have been most recently discharged, in 

most cases people Mho have not been on relief rolls. And then, 

a second large group are other members of the same families who 

are already emplofed but, again, are not on relief rolls. The 

general theory is that they are, at the present tilne, using up 

that labor supply, that is to say the people who have been working 

for them before, but are not on relief , and other members of the · 

same famil~ that are not on relief. Now, if the upturn continues, - - -
the next group they will have to go to are the people who are on 

the relief rolls. In other words, the,re is a lag and we hope that 

lag is very nearly at an end and we hope ~now that there will be 

more and more a picking up of people from the relief rolls. That 
~ 

is why we heve been, perhaps, too drastic on all these relief as-

timates, the W.P.A. (Reading) 
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-while the eetiaates are appreciably lese 
than those tor the ourrent year, I aa·hopetul that 
they will prove adequate. The Work Projeots Admin­
istration will be able to provide employment for 
en average ot 1,350,000 persons. The National 
Youth Adainistration can employ an average ot nearly 
6oo,ooo American youths, and the Civilian ConserTa­
tion Corps --• 

I want to make it perfectly clear that these estimates are based .. 
not on a guess, not even t~t, but on a hope that the upturn is 

going to continue as an upturn; in other words, that the c~rTe 

.will go up. It it does, t~es~ ,estimates wifl be all right but it 

that ourve either levels ott or goes down, sometime while this 

sessiob ot ~ongress is still here , it seems perfectly obvious that 

I will have, in order to prevent hardships and starvation , that I .. 
will have to · ask for more money. 

~ Mr. Pr esident, then you are not asking tor t his amount now? You 

are going to ~~it end see what happens? 
' 

THE PRESIDM: I am asking tor it now and then, if the hope is not 

fUlfill ed , I am going to ask tor more • 

Q The present relief rolls are around 2 ,000,000 (men). You say 

' 1,300, 000 here. The present is 2 , 000 ,000, I think. 

THE PRESIDENT: The average tor this year will be about 1,900,000 

·people , or e little less, about 1,850,000 people, 

Q This yea~ You mean the 1940 calender year? 
./ 

THE PRESIDENT: This fiscal year. 

~ The 1940 tiscel year?. 

THE PRESIDENT: Yes. 

~ That i s ~he average? 

THE PRESIDENT: Yes,· You see, under this y~ar's appropriation, es 

-
. ~-

' 
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Barold (Barold Sllli th, Dir ector ot the Budget) qys, when we get 

t o the month ot June, under the Act, we will have only a mill ion 

people on W.P. A. rolls. We have t wo million at the present t i me. 

You will remember they submitted e schedule to the committee up 

there thet showed how many tor each month ot the year end it gets 

doc to e million 1n June, which means that this total , I mean 

this average ot 1,350,000 (men) , thet probably in July and August 

of 1946 we would still run at the rate ot a million and in Septlll!l-' 

ber we would step it up to 1,200,000, in October to 1 , 300, 000 and 

in November to 1 , 400 ,000 or 1, 500 ,000 , but we would keep this aver-

age ot +,350,000. 
. 

Q Are you holding within your appropriation this fiscal year? 

THE PRESID.ENI': Yes • 

Q Could you give us the comparative figure showing the reduction t ha t 

this makes in the number of American youth and c.c. c . ? Is there 

any change, substantially? 

THE PRESIDENT: N.Y.A. is down from ~loo , ooo,ooo . to $85,ooo,ooo . That 

is fifteen per cent lese. 

Q Is thet the amo~t of money appropriated or the number? 

THE PRESID.ENI': The number of people. It ~ould be the same thing both 

ways. It works out the same t111ng in people and money. So you 

can find the number ot people on N.Y.A. t his rear by dividing this 

6oo ,ooo American youths by 85 and multiplying by 100. 

• .Q How does that pertain to c . c . c . ? 
.. 

THE PRESIDENT: c . c . c . is down to whit percentage? 

MR. BLANDFORD: (Assistant Director, Bureau of the Budget) From 

r 
295, 000 to 230,000. 

• 

\ 
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THE PRESIDEN'l': !'roll 295,000 t o 230,000 and there ll8ain, at-the present 

time, 'the applications t or anrollll~mt in o.c.o. o111aps 1tre tall~ng 

ott very materially tram week to week -- going down. 

q That is beoauee --

T~ PRESID:ml': (interposing) They are getting jobs. 

q Do you set down in dollars how much ot this $1,3()0, 000, 000. is set 
r 

aside tor W.P.A.? It does not seam to be 011 the schedule? 

MR. BLANDFORD: Is that W. P.A. expenditure? $l,OOO,OOO,ooo. 

THE PRESIDENT: $1,000 , 000, 000. is W.P.A. 

MR. BLANDFORD: .Alld $125, 000,000. is Farm Security, 

Q ~~t was that second figure? 

Q $125,000,000 . is Farm Securi~. 

Q What is that $122,000,000. figure then, Number 9? 

THE PRFSIDENl': What table? 

Q Page XIX, item 9 says Work Relief $122,000,000., and then down below 

it says "Supplemental items: Relie:f --" 

THE PRESIDENT: (interposing) You see you have t o take 9 and the 

second item under 13 together. 
' 

BUDGET DIRECTOR SKITH: Nine and the remainder of P.W. A. expenditures. 

Q P. Yi.A, ? 

THE PRESIDENT: And the sec011d item under 13 i s relief, W.P.A. 

Q Is that practically the Works Progress Administration? 

THE PRESIDENT: .Alld Farm Security. (Ret~U;Ding to s reading of the booy 

Then very much the same thing has to be said about the next ~ 

item ot agri oul tural 'programs. We have included the agricultural 
• 
adjustment benefits, the surplus removal program and the parity 

payments from the 1940
1

appropriations; in other words, there Will 
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still be lett after the first ot July this year t l 40 ,000, Q90• not 

yet pai d to the farmers tor p~ity payment s. But i t is obligated. 

YR. BLANDI'ORD: $170, 000, 000, 

THE PRESIDENT : $1701 0001 000. still lett that wil l be paid out to t he 

crop producers etter the first ot July this year. 

Q That is pari ty paymente? 

THE PRESIDENT: Parity payments. But they are obl~gated. Is that right? 

MR. BLANDI'ORD: That i ·s r ight, 

THE PRESIDENT: I me~ by that that they will come into the flow ot 

purchasing power ~tter the first ot July. 

Q Mr. President , in connection· with your surplus removal program ~-

I have not checked through the Budget - - does that include the 

cot ton export subsidy and the wheat export subsidy? Axe you con-

tinuiDg those? 

TEE PRESIDENT: I think they still come out. 'llhat is a thing we cannot 

• very well budget, They come out of t~e customs receipts. 

"I have not , however, included est imates tor 
new appropriations f?r parity payments in 1941· " 

(Reading) 

This is just like the relief thing, I am going on the (Readi~g) 

"-- hope that next year's crops can be sold by their 
producers for at least 75 percent of parity. • ... 

They are pret ty close to that 75% of the parity prices now, or 
/)) . 

have actually attained it in a number of cases. You take, i.n the 
. . 

case ot oettle, the price of cattle is actual ly above the 75% of 

parity. In the case of wheat , it is awfUlly close to it and in 
• the oese of cotton it is awfUlly close to it , 

Q ·Is the law of 75% parity the rule? . , \ 

TEE PRESIDENT: We have been. doing ~hat for two years. The thing we 
, 
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han to remember i e that Ullder t he law for the laet t wo yeare we 

haTe bean giTins out tlleee parity J)a111ente 1n order t o bring the 

caell receipte of t he fal'lller up to 7~"' of what is the parity figure. , 
We are so close to it now 1n wheat and cotton that we hope to be 

up to it by next spring. We are over it 1n the case of cattle. 

Therefore it 11 not being pushed, But it is perfectly fair to 

say, as I said to Senator Bankhead the other day, that that is the 
. \...., ' 

by ~he Congress for two years and if it is necesaary policy adopted 
' •. 

to appropriate money to bring the payments the farmer receives up 

to 75% of parity later on in the spring, of course I will ask for 

it. 

Q HaTe you a suggestion as to a tax to offset it? 

THE PRESIDENl': Oh, I tllink there i s something about that later on, 

in very polite language , or course. 

Q Secretary Morgenthau does not seem pleased. 

THE PRESIDENT: I do not say processing tax. You see, now he smiles , 

It is all·"right, 

Q Is that the certificate plan you discuss later on? 

THE PRESIDENT: No, I do not discuss that, Oh, no, I am not discussing 

that , (Laughter ) Oh, here it is , right the next sentence: 

(Reading) 

"I do not suggest in any way abandonment or the 
policy of parity p~ents heretofore adopted, and 
future events may call for some appropriation to 
this end . I note,' however, in passing, that the 
Congress bss .failed to make any provision for the 
financing of these peym.ents already made or obli­
gated f or 1938 and 1939 crops. • 

Then, on public works: Now, t hi s is predicated , the whole 

' thing, on something - - oil, it must have been at least three years i 
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ago that we, at least the administratin branch of the Oove~ent, 

adopted a nati onal policy wh1oh was to l!lpend an average of 

$500,0000000. a year on· publio works of various kindl!l . In other 

wo~a, we f elt that the country needed about that average expen-

d1ture and that we ought not to spend more , except in times of 

real emergency where we had to put people to work. In the B8llle 

way, in flush times, we ought to keep down below the $5oo, ooo,ooo. 

l evel. Of course, in 19J8, . we jumped the amount pretty well above 
j 

$50o,ooo,ooo. and last year the Congres.a put in a great many ad-

di~ional items over the recommendations and it got way above 

., $500,000 ,000., so I am trying to go back to that ~500,000 ,000 • 
• t heoretical 8lllount tluit the Govei'IIIIlent ought to spend in the av-

erage year. (Reading) 

"Public works and inveetments .- -Thie broad · 
class of expenditure represents the use of Federal 
capital for investment in useful public works, for 
ship construction, and for loans largely for aid 
to agriculture. · 

"While the expenditures for t hese purposes ~ 
in 1941 remain large , a substantial portion of 
them arises from existing appropri at i ons or takes 
the form of reimbursable loans. 

"The estimsted expenditure for the general 
public works progr8lll is $641, 000,000, but the pro­
posed new appropris"tion for this item to carry on 
already authorized projects is only $498, 000, 000. 
To obtain this relatively low figure the s tarting 
of important new projects bas had to be postponed 
and the purchase of additional land has had rigidly 
to be limited. This action brings the public-works 
program down to the minimum goal of $500 , 000 ,000 
a year suggested by me on several previous occesions, 
and conserves the reservoir of public projects tor 
a time when private construction declines." 

' 

Q. Mr. President_, may I ask a question there? You say, "for ship con-

atruction . " Is .that for naval construction? .. 

. ' . 
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THE PRRSID!Nl': No, that is all marit ime. 

Q Oan you tell us one or two ot t he big projects that will be held 

up? 

THE PRESIDENT: No existing projects, only new proposed projects • . 
Q Can you tell us whet some ot those are? 

THE PRESIDml': Oh, I do not remember any very big ones, outstandiiig 

ones. There are flocks and , tlocks ot little 9nes that the Army 

Engineers approve almost automatically , such as dredging down at 

the mouth of the Potomac River, et cetera, also on highways we 

have been way over the limit of highway construction. 

Q Will that include these so- called self-liquidating super highways? 

THE PRESIDENT: No. (Readi.ng) 

"Last year, , 1n the interests of mere accurate 
and intelligible statements of the financial oper­
ations ot the Government , I invited t he attention 
ot the Congress to the desirability of capitalizing 
certain capital expenditures of the Government that 
have proved to be self-liquidating. I renew that 
recommendation at this time. As before , I would 
confine this principle to projects that are definitely 
capable of yielding revenues sufficient t o defray, 
with interest, their cost of construction. In ac­
cordance with this pr~ciple, I propose that the 
requirements tor new self- liquidating loans of the 
Rural Electrification Administration be met through 
funds advanced by the Reconstruction Finance Cor­
poration instead of by direct appropriation. " 

Well, I do not know, I suppose some day Congress will· act 

on that. There are some perfectly obvious t hings 1\'e OUght to 

do that will bring Government operations into what might be called 

the ordinary businessman' s methods . Boulder Dam, tor example , 

has outstandi.ng about a h~dred million, a little over a hundred 

million dollars or Federal ' money that came out of t he taxpayers t 

pockets. \\ell, the thirlg is pe.ying, payi.ng its way handsomely 

• 

022 



• 

.. 

: 

612- 17 °23 

and, or course, any private corporati on would proceed to capital-

ize that., and that ought to be capitalized. It would mean, really, 

a hundred million dollars which would be returned to the Treasury, 

t hereby r elieving that much burden on the current taxpayers. The 

' bonds could be sold to the publio with the assurance, because the 

th.ing ls working, that it was a sound investment . We have not , 
quite got to that point but we are ve_ry nearly to that point in 

the case of Bonneville , where the contracts are being put out every 

day for the ~~~ of power and, when that gets a little further 

along, we ought to ca_pitali~e and return to the Treasury that por-

tion of the cost of Bonneville which relates to power. 

In 1942, when Grand Coulee is finished and in operation and 

_people are moving in there onto this new land, we ought to capi-

talize that portion of Coulee which is making money. There are 

a lot of other things of that kind which should be, in our judg-

ment, capitalizeq_and sold to the public as a good investment, a 

proven investment , which would return to the TreasUry several hun-

dred million dollars. It is a perfectly simple and a perfectly 

businesslike thi,ng to do just so long as some -- that is the only 

objection -- the only possible objection is that some future Con-

gress may run wild and try to capitaJ.ize, in that way, projects 

not yet proven. I think we ought t~ be careful not to extend that 

to anything not proven to be e financial success. 

Q What capital sum would you suggest would be possible on ~h~ projects 
' 

now existing? A hundred mil lidn dollars for Bould~r Dam --
' 

THE PRESID!Nl': Oh, I suppose we could get· up to two hundred million 

d'ollare right. away. 
·.j, 
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Q OYer a period ot ten years, wdul4-it go t o a tremendous sua? .. 
THE PIUSIDJ:Nr: No, because we did not put an enormous a111ount ot money· 

into self-liquidating projects, But, you see, I have another 

recommendation as to projects which are not self- liquidating, 
' ' 

Q On the rural electrification, they will get their money trom the 

R.F.C. and t he R.F.C. will , in turn, sell its obligations t o the 

public? •'' '' 

THE PRESID!Nl': That is right , and the security behind it is the con-

tract s for the distribution of power, 

Q Does t hat, Mr. President , require any legislative act by the Congress 

or is it entirely possible to do th8t through the Budget ? 
'I 

THE PRESIDENT: I t~ink we have .to get legislation • • It can be done in 

the appropr iation language • 
~ Q Would these new securities put out on the self- liquidating proJects, 

would you make those contingent liabilities or the Federal Govern-

ment ? 

THE PRESIDENT : Oh, they would be just li~e the R. F.c. l iabi lities , 
/ 

There is s whole page in here or the same character. Yes, it is 

a· contingent liability, 

Q On the idea of capitalizing these proven projects, is somet hing or 
.. , 

that sort cont emplated t o provide t he Government corporations with 

the $700, ooo ,ooo . to contribute back to t he Treasury? 

TBE PRESIDENT: That is because v;e think they have too much capital . 

It is unused capital, 

Q Where did they get t hat $700 , 000 ,000 . ? 
' • 

THE PRESIDENT: When they were first set up. 

Q ~~ere ar e they going t o get it now? 

.. 
• 

' 
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THE PRESIDml': · Now we think they. have too much of it. 

Q What are the prin~ipal agencies? 

THE PRESIDml': R.F. C. and .Farm Credlt are the two principal ones . 

think HOme Owners' Loan Corporation comes in on that . 

You see, take ~he case of the H.O.L. C. : As loans are paid 

do~ and the new loans that are being put out by H.O.L.C. are . . . 
nothing Uke as big as they were in the rush of 1933 and 1934 

I 

now, those loans are being paid do~n , year by year, and each year, 

as they are being paid down, the H.O.L. C. requires , as a matter 

of safety, less capital . 

Q Is that money actually paid out through these agencies? 

THE PRESIDEtf.L': Yes. 

Q Does that require an Act of Congress? 

THE PRESI.DENI': No, we can do that without an Act of Congress. 

Q That is, in effect , adding $700,000 , 000. to the assets of the fiscal 

year? 

THE PRESIDENT: This money that we paid out on the Treasury books in 

previous year~s now coming Qsck into the general fund . It came 

out of the general fund in the beginning and is being paid beck 

into the same general fund . 

Q Virtually the same as revenue? 

THE PRESIDENI': Yes, because it came out of the revenue and now it is 

going back. 

Q It , hss b e.en shown, ~eviously , as expenditures? 

THE PRESIDENI': Yes. 

Q · And now it is revenue? 

THE ·P~ENI': Yes. 

. ' 

·• 

-· 

·: 
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Q I t must appear 1n the revenue side of the Budget? 

THE PRESID»n': Yes, as en item on the receipts side . 

Q Mr. President, as en actual thing , it · won't come as actual cas~, 

will it? Won ' t it be more or less cancelling notes or things of 

that sort? ·-
Jm, LAWBLIN CURRIE: Actual cash. 

THE PRESIDENI': Actual cash. 

MR. LAUGHLIN CURRIE: There is a discussion on the next page. 

THE PRESIDENT: Then the next item is pen~s, retirements and ass is-

tance. W~ know what that is. That is an item that cannot be re-

duced unless you aut the pensions • 

• 

026 

• 

• Interest on the public debt is 1n the same way. The interest 
" 

paid 1n 1929 was 3. 9 per cent and the present point is 2.6 per 

cent . 

Then you come dovm to the current expenses: (Reading) 

"Regular operating expenses.--This item repre­
sents the basic financial requirements of the Govern­
ment . Blue pencil inroads are not easy to make, In 
the face of large and appealing requests for increases 
I have held appropriations and estimates of expendi­
tures generally to the 1940 level or below, ~bere 
legislation has added new activities I have offset 
the cost by reductions 1n old activities. 

I ----
"I have carefully checked the individual estiL 

mates under these broad categories and I am satis­
fied that no lower figures can be attained except 
at the expense of impairing the efficiency with which 
laws are administered or of working undue hardship 
on individuals and economic groups. I refuse to eo- i , 
oept the responsibility of adopting either alterna- \ 
tive," 

And I might almost edd to that , that I cannot legally cut out 

tunctions when I am told by Congress that such and such s depa.rt-

• 
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ment lula got to carry out suoh and such e tunotion. 

Q Kay I ask you a question? · In the regular operating expenses end 

your balancing of old aotJvities against new activities, have you 

any picture in your mind a~ to what this has ~one to personnel in 

the Federal Government setup? Here in ~eshington there are a t re-

mendou.s lot of rumors and st ateJDents to that etteot. 

THE PRESIDENT: I would say that there will be n little change, but 

very little. Take the first page of the General Budget Summary , 
• 

t ake the first item under expenditures , "Legislative, judicial , 

end executive. " It has gone up, the 1941 Budget, from ~;35 , 000 ,000 • 

to $37,000 ,000. Now, the reason for t hat is threefold: first, in 

the Executive Department , ~e ar e spending mor e money for the Bureau 

is financial plannif. and efficiency; more 
1}\._i• BoaY«l rT 

money on the National Resources Committe , again p~anning , The 

of the Budget , which 

two "of them ere not very high increases. The Judicial Branch of 

the Government will be the same here in the Di strict as 1n other 

judicial circuits. Of course Congress has added an awfUl lot of 

new judges, which means that every new judge has got to have a 

clerk or two end a stenographer or two in the courtroom, end they 

are required by the Congress to keep the new courts going. · The 

same way on the legislative end, the Congress itself is spending 

t 
more money on itself, and that is nearly all here in the District 

of ColUmbia s~o not think you need worry about that item. 

Then the civil department~ and agencies are reduced ·from 

$993,000 , 000. to $952,000, 000. end, of course, tbe bulk of t hese 

expenditures is outside of the District of Coluu~ia. • 

Ther e will be some-decrease ; t here will be some jobs thst 

.... 
, 
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will be abolished in the District of Columbia but you can see 

that it is a pretty small percentage, The general Public Works 

Pr?gram· is cut from $687, 000, 000. to $641 ,000,000. --again, 

nearly ell of that is oUtside of the District of Columbia. There 

will pe some loss of jobs in the District of Columbia but not an 

a~~ul lot on .a percentage basis. It is not materiel . 

Q What would you cell it, five per cant? 
' 

THE PRESIDENT: Oh, no. 

" ~ One per cent? 

Bur.GET DIRECTOR SMITH: It would not be five per cent. 

THE PRESIDENT: It would not be five per cent, no. 

Then we come to the other side of the Budget . (Reading) 

"Re'venue esw.mates. --Totel tax revenues are 
estimated at iZ,l5l,OOO, OOO. Tax revenues, after 
deducting appropriations to the ol d-age security 
fund , are eati~ted at $5,548,000,000, Although 
net revenue collections for the fiscal year 1941 
are estimated to exceed by $382,000,000 the esti­
mated collections for the fiscal year 1940, the 
increase is not as large as some might have ex­
pected, This is owing partly to the· inevitable 
lag of tax collections behind increasing incomes, --" 

ot course, the simplest way of · eA~laining that is that a company 

or an individual that makes a lot more money in J~uary, 

thi h 1 i h h lt ot the t1axea s mont , we won ~ get t, more t an a 

1940, 

on that, 

in the fiscal year, even in the fiscal year 1941, because they 

won' t file en income tax until a year from this March, whether 

it is a corporation or an individual, end in the spring of 1941, 

there will be two payments on that end two or them in the :fiscal 

year 1942, so there is a real lag before the cash on this month's 
• • f 

p~ofits ~eta into the Treasury. 

028 
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Then tpere i s one other reason, which is a t hi ng .wh1ch I can-

not go into details about until after the March returns come in , 

but we fear t here is an impai rment of t he t ax base because· of the 

revision or corporation taxes in 1938 and 1939, of corporate end 

individual income and capital gains taxes, 

You will remember the bill which I did not sign and lef· be-

come a law without my signature . The people that were supposed 

to know said that the decrease in revenue as a result of those 

changes would be very, very small. I think last year the estimate 

of the Senate Committee , the finance committee, said that the 

total loss of revenue would not exceed $20 ,000,000 . or $30,000 ,000. 
"· . 

and ' s lot of other people said t here would not be any decrease in 

revenues at all because of the changes . Now some of us :_ frankly 

we do not know -- but ?le are afraid t hat the changes in the tax 

laws may cost the Government much h.igher figures, somewherss as . ' . 
high as $250 ,000 ,000 .• or $300, 000 ,000 . But we do not know and 

won't know until March. 

Q In case such a situat ion develops, you may recommend changes in the 

tax l aw! based on what you find? 

THE PRl!SIDENT: Oh, v:e will have to see what the reel changes are . I 

won't commit myself. 

Q You figure $460 , 000 , 000. additional texas to cover increased emer~ 

genoy defense expenditures? 

THE PRESIDENT : $460 , 000, 000., yes . 

Q For t hat purpose , as a factor in your Budget for 1941, are you con-

templating t here taxes which are i mmediately collectible? 

THE PRESIDENl': If we can, yes. 
:• 

........... . 
In otlier words; any new taxes to bring 

• 
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- in $460, 000, 000., I would like them so worded that they ·will bring 

in that .~ before the thirtieth of ~une~ 1941. 
' 1 

~ Would that mean any addition to the income tax for that purpose? 

THE PRESIDENI': No. You can always bring any increase in in the first 

halt of the calender year if you want to , instead of spreading it . 

~ Would that spread t his increase over two years? 

THE PRESIDENT: No, they could not do it. I am not suggesting this, I 

am simply pointing out that it is a legal popaibility. They could 

do what I did , I think it was in my last year as Governor of ihe 
\ ' 

State of New York. We were not getting any Federal aid to take 

care of our unemployed and we were taking care of an enormous 

number of them in 1932 on a home rel~ef basis. Of course we did 

not have the money to give them work and I recommended t o the 

Legislature and got passed a special income tax, I think it wee 

two per cent, which you added to the net amount that you were to 

~Y :he State . Do you remember what it was, Henry? 

SECRJi,TARY MORGENTHAU: It was $19 ,000, 000. 

THE PRESIDENT: It brought in $19 ,000,000. and it wes made retroactive 

to the calendar year 1931. 

Q Thet is, on the same system, we might eaaeaa this tax t o ~e paid 

beck to March? 

THE PRESIDENT: I am not making any recommendation but it is a method 

of doing it. 

~ Did not en amen~ent of that character pass the Senate at one time , 

beck 1'lr 1934? 

THE PRESIDENT: I think it did . 

Q A ten P,er cent increase~ 

' 
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THE PRESIDENT: A ten per cent increase. 

The n.ext i tern is "Return of s,urplus funds from Government 

corporations. " This thing explains it as well as we can at this ..... 
time , You do not have to read it . (Reading) 

I 

•on the basis of preliminary studies, I estimate 
that it will prove feasible ~o reduce the capital 
funds of some of these corporations by an aggre­
gate figure of ~700,000,000 , without in any way 
impeding their operations. " 

4 . .. 

Q May I ask what total the Government has put out in these capital 

stock funds? 

THE PRESIDENT: About three and a half billion. 

Q That means actual cash out of pocket? 

, . 
·. 

BUDGET DIRECTOR SMITH: That is the Government ' s interest in all pub-

lie agenctes and corporations • 

Q Acquired by actual cash? 

BUDGET DIRECTOR SMITH: Most of it was for securities issued by the 

corporations. 

Q Is there a breakdown of this $700,000,000,? 

TBE PRESIDENT: No . That is being done by l etter as it goes along. 

There are letters to a couple of the agencies to please make ar-

031 

rangements to have this money paid back. { There wil l be some awful 

squawks probably. 

Q Will it be paid back immediately? 

THE PRESIDENT: As soon as they can get around t o it . It probably 

?lon•t all be paid back until after the first of .Tuly because it 

takes a good deal -of time t o work things around to get the casb , .. 
' 

t o pay it back. 

Q It means first ~ou ere going to ask tbem how much they will give 

' 
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up volunt f!r1ly? 
I 

THE PRESIDmr: Practically. 

BUDG!'l' Dnm:TOR SYITH: It might be more. 

THE PRESIDJ!Nl': He (Mr. Smith) says· it might be more, but he is en op-

t1m1st. 
I 

Then, on the national defense taxe~, I went t o point this 

out: 9f course a lot of people will say, ~Wby make this s special 

tax tor national defense? Atter all, it goes int o the general 

tund of the Treasury." Theoretically, that is perfectly true but 

actually it is much easier to make the countr,v understand that on 

everything else of the Government practically we are reducing the 

' expenditures this year. That wa~_the trap that t he Republicans 
' . 

tell into about two hours ago up on the Hill, and they applauded 

vociferously. But the fact is, I go s little further then they 

' did because not only do I want to reduce all the main items in the 

Budget but on the only item, national defense,, where there is an 

increase I think we ought to pay for it currently instead of set­

tling it on future generations .~ From the point of view of the 

average citiz~,n , it is an easier t hi.ng to understand if you say ,1; 

to them, "This is a national defense tax, " rather than to say, 

"This is a tax turthe~ to reduce the net deficit in the Treasury." 

That does not mean anything to me; it leaves me cold . But I know, 

it he has s specific t hing to bring that item in with all the 

other items, that is a simple thing. 

Q It you want money for farm parity payments, isn't it t he same prop-

· \ osition? 

HE PRESIDENT: Yes , I think t'hat is true. 
"'\ 

In other words , we have 

·.· 
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talked about that for two years. It does not haTe to be labeled 

that, of necessity, but you can tell the country, -This is the 
1 

reason for the extra tax. • 

Q Would that hold for an additional relief appropria~ion? 

THE PRESID!Nl': Of course I think there is a reductio .!2_ absurdum be-

yond whioh you cannot go. This original table on page VIII is 

the easiest way of putting it up to the country, these seven items. 

Q Is the $46d,ooo , ooo . proposed for new taxes, is that an increase -­

' THE PRESIDENT: (interposing) Since, roughly; last September~ 
-, 

Q It would not necessarily be the -exact increase this coming fiscal 

year, for this fiscal year? 

THE PRESIDENT: No ; it represents the il6o,ooo,ooo . that will be spent 

this year plus $3QO,OOO , ooo. next year. 
~ 

Q You have given us, as en example, this New York tax you have told 

about . Do you have any other suggestions here, on the pay- as-you­

go or some other way this ~460,000,000 . might be raised? 

T.l:IE PRESIDENT: No , and that was not a suggestion. That New York thing 

I used as an illustration of the method of bringing it in before 
.__,> 

the end of the year 1941 , actually into the hands of the Treasury, 

I am not ~ing any recol!llllsndations as to how to get that 

~46o,ooo, 6oo . in . 

Q Have you made some studies along that line with reference to the 

Federal tax situati on? '-J 
TBF PRESIPENT: I am, yes, The Treasury is doing that all:· the tillle. 

Q What ia the onr- al.l f igure on national defenett spendiDe proposed 

in this year, which 111.11 b9.: spent t his entire tisca,l year? 

THE PRESIDENI': You ho.ve go't that there in that table. It is in there. 

' . , 
·~-=--. 
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•Q It is not. very great if you add the deficiency appropriation . It 

-·will be very close to th~ same thing. 

THE PRESIDEN.l' : Not very much. 

Q Mr. President, along that line, could Mr. Smith (Director of the 

~dget) give us all the figures for the last year of the eight 

items on that? 

THE PRESIDENI': Can you get out a siniilar table for 1940? I do not 

think we have ever done it. 

BUOOEI' DIRECTOR SMITH: We do not have it here. 

THE PRESIDENT: If you can persuade somebody in the Budget to do it 

next week; They are going to take a holiday after today. 

,, 

Q Mr. President, do you place excise taxes in the category which would 

tend to decrease the consumer buying power? 

THE PRESID:Em' : I am not recollllllending one way or the other,. I think 

the Secretary· of the Treasury brought it out the other day, the 

thought about sixty- three per cent of our taxes v:hich should be 

classified as taxes on consumer buying power. Of course that is 

an awfully higli pe.rcentage. 

Q Do excise taxes fall\ in that sixty- three per cent? 

THE PRFSIDENT: Yes. Of course,. a!!._ a ge!leral matter of national policy, 

I think that figure of sixty-three per cent ought not to go up. 
't 

It is too darned high now. It is the kind of tax that hits all 

of us fellows. 

Q Don't individual income taxes fall in the same basis? 

THE PRESJ;DENI': No· • . 

Q Vlould a processing t ax do that? 

THE PRESIDJ!l'l.!:': r Yes, probably it would, not all of it 'but most of ' it 

·' .. 
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would. In other worde, that portion or processing iaxea which is 

turned over (passed on) to the coneumer falls into that category, 

It depends a little, on the price of things· like loeYes of breed. 

Right down here (indicating) I have got the same thing. 

(Reading) 

" In seeking additional sources of re~enue , I hope 
that the Congress wil~ follow the accepted prin­
ci ple or good taxation of taxing according to 
ability to pay and will avoid taxes which decrease 
consumer buying power." · 

I 

Q Mr. President , our understanding is that the sixty-three per cent 

'that Secretary Morgent)lau talked about includes everything out 'Bide 

ot income taxes , that he had real estate taxes there . 

THE PRESIDENT: We do not impose real estate taxes. 

Q The . aixty-three per cent he talked about included state and local 

taxes and if you are ~erring everything under that sixty- three 

per cent, all that is left is the income tax. 

THE PRESIDENI': You cannot teke ell real estate taxes . Some are and 

some are not . You have to get down to the individual piece of 

real property. ~ 
Q Vlhy is not the individual income tax a tax on consumer power? I 

am not being argumentative , I am asking for information • . 

THE PRESIDENI': Well, the other side is s tax according to the ability . ,... . 
to pay. You oan argue it any way you v;ent to. {Readil!g) 

"The deficit .--The deficit for the f~scal 
year 1941 is estimated at $2,176,ooo ,ooo, as con­
trasted with ~3 , 933 , 000,000 for the fiscal year 
1940. .It is expected that these deficit s will be 
met in normal course partly by additional tax-col­
lections, partly by carrying lower balances, and 
partly by borrowing. If the Congress adopt!! 111y 
recommendations with reference to taxes the deficit 
for 1941 will be reduced to ~1 , 716 , 000 , 000." 

, 
. 
• 
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Q This quution might be alig.htly previous but I notice, in reeding 

this Message, thst there was no mention of an increase of the 

statutory debt limit. HOwever, the 'Budget table giving the debt, 

estimated debt , at the end of the fiscal year is just about 

$loo ,ooo,ooo . short of the $45,000,000 , 000. 

THE PRESIDENl': No, at the end -- where is that? 

BUDGEI' DIRECrOR SYITH: Schedule four. ( 

THE PRESIDEm': I em glad you brought thst up at ~his t1me. Here is 

the simple picture: The public debt the lest first of July, the 

first of July 1939, was t40,439,000,000 . You see, thst is the 

second figure. The estimated gross national debt on June thirti­

eth this year, 1940, will be $43,222,000, 000 . or, in other words , 

$1, 778,000,000. short of the $45,000,000,000. debt limlt . Right? 

Now, just keep that figure in mind , $1 , 778 ,000,000. short . 

Now turn beck. (Reading) 

"If the Congress adopts my recommendations with 
reference to taxes t he deficit for 1941 will be 
reduced to el,716, 000 ,000." 

In other words,' the question of exceeding the $45;000 , 000,000 . 

debt l1mit vnll not dome up in the fiscal year 1941. 

· ~ But there are three probabilities by which it might . One is relief, 

the .second agriculture, and the third is what Congress might do--

about housing. 

THE PRESIDENT: Oh, lots of things, public works of all k{nds. 

Q Whet is the policy? 
... :.· 

THE PRESIDENT: If the Congress lives up to the recommendations , the 

question of the ~45,000 , 000 ,000. debt limit won ' t come up for --

Q (interposing) Before election? 

\ 
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THE PRESIDENl': for action. 

~ I hope it won ' t come up before election . (Laughter) 

THE PRESIDENT: You ere right. If t hey do exceed (the debt limit) it 

'fdll be, as they say in New England, their fault end the Congress 

\' 
will e~tometically have t o take .up the question of increasing the 

debt limit . 

~ The debt is actually t here , isn' t it? If they exceed the debt limit , 
' 

t here is no trick way of handling it? 

THE P~IDJ!Nl': If they exceed the debt limi·t in their appropriati.one 

and do not change the debt limit, whet happens? I don ' t know, 

Here is Congress that has said to me , "You cannot spend more than 

X number of dollars," and out of the other side of their mout hs 

they say, "You shall spend X number of dollars. " Now, what does 

a poor devil l ike a President do? 

~ Secretary Morgenthau said he is going to quit writing checks, 

THE PRESIDENr: What does a Presi dent do? 

~ I don't know, 

THE PR:EEIDENI' : I don tt either. 

~ I woute like to malts a bet that they will exceed the debt limit . 

THE PR:EEID.Em': All right . 

~ I t appears you have the door open here yourself t o exceed t hat debt 

limit because you say that if conditions --

.THE PRESIDENT: ( interposing) Yes , but believe me if I ask for more 

' money, I will ask them to do one of two things: raise the debt 

limit or give me more money . But that is an "iffy" question. I 

ho_pe it t.'On ' t happen. 

~ Is it up to you or the Secretary of the Tre~sury to call attention 

' 

. ~ • 
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to t he point where the debt limit is r eached? 

THE PRESIDENT: Oh, ot course you fellows will do i t. (Laugnter) 

Q That is probably true. 

THE PRESIDEm': Why'-should I bot her? 

Q (Mr. Godwin) Because you might have 8ll eventful year. (Laughter) 

THE PRESII>Em': Yes . 

Q Unless Congress votes this $460, 000 ,000. more for t .axes , you will 

again be in the red. 

TEF. PRESIDEm': Yes. It will be up to them. In other words, I say, 

"It is your move." 

Q They won't have to move, however, until the next Congress? You have 

six months leeway in the next fiscal year? 

THJl PRESIDENT: I don 1t know, I do not know. In other words, we would 

not actually get over the $45,000 , 000 , 000. of expenditures out of 
,...A 

the Treasury until after the first of January sometime. 

Q Could Congress legally make appropriations beyond the debt limit? 

THE PRESIDENT: I don't know. I have not the faintest idea and I don ' t 

believe anybody else has . 

Q Doesn' t the Treasury have the power under present regulations to 

evaluate its silver a~ t l . 29? 

' THE PRESIDOO': Oh, .Yea; all kinds of tricks. 

Q And it can apply. that to the retirement of the debt? 
~ 

• 

TBE PRESIDENT: Yes, and you have two billions in the stabilizstion 

tund. 

Q Now, if Congress should appropriate money and then feil to make pro-
• vision tor increasing the debt l1m1 t, wouldn ' t ·that step have to 

be teken? 

r• 
' 
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THE PRESIDENT_; I do not know. I bann't nen seen the bridge, let 

alone oross it, 

Q. This schedule on page XJ:Y , that bas the debt lilllit ; You have e de­

}crease in the working balance of $1 , 150 ,000, 000. Does that Jllee.n 

- · the working balance is too large and you are cutting i t down? 

THE PIUSI DENT: No. That ie in this fiscal year? 

Q. That was t oo large? 

THE PIUSIDENI': That was last July. As I r emember it last July - ­

Henry (Secret ary Morgent bau) can t ell it better -- as I remember 

i~,· last July we were away up at the top of our cash on hand , The 

reason was we were thinking about the probability of this European 

war breaki ng out so we went right to it !IJld got an awful lot of 

money int o the Treasury and, in the course of this yee~ had 

$1 , 150,000 ,000. 

Q. Before we leave the debt, ae I recall -- I do not recall the exact 

rtgures -- but your Budget of a year ago estimated the national 

debt at June 30, 1940 , to be $44, 000 ,000,000., or somewhat closer 

to $45 ,000,000,000. t han this figure . How does it come that the 

debt is not coming up to that? 

THE PRESIDmr: 1\'e spent less. We spent·more slowly :than we had ex-
I pacted t o. 

Q. In this f igure of pub:Uc works, . is there anything included in that 

to take care of the hospital bu1ld1ng program? 

THE PRESID:Em: No. 

Q. In other words , if that program went through, it would automatically 

enta i l an incr~ase? 
\ , . 

THE PRRSIDEI'II': Yes. It liOuld still leave us within t he e45 ,000, 000 ,000. 
I 
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beoause f i fty hospitals at $150, 000. ~piece would be what , 

$7, 500, 000. ? 

Q I was a little puzzled about the money tor P. W,A. Does that leave 

i t in salt- liquidating ventures? 

THE PRESIDENT: Yee , , tor self- liquidating. 

Q Does that include rivers and harbors?' 

THE PRESIDENT: This $641 , 000,000. includes post offices and highways 

and rivers and harbors, It includes P.W,A. loans and grants of 

$117 ,000, 000. -- that is t he cleaning up of the old program; other 

public works , $28, 000, 000.; Farm Security loans, $75 , 000,000.; 

Rural Electrification, $2o,ooo,ooo. ; Farm Tenant, $30,000 , 000.; 

Maritime Commission·, $;150, 000 , 000. That item (Maritime Commission) 

is the only item that has gone up and t he reason was that sh?rtly 

after the outbreak of the war Jerry Land and I decided to step up 

the Merchant Marine building program and contract immediately for 

ships instead of waiting until this coming spring. We anticipated 

about six months, .... 
Q This policy on the debt limit seems to indicate the possibility of 

balancing the Budget not so very far ahead, say about a year after 

next July? 

THE PRESIDENT: Hope springs eternal. That is all I can say. 

Q. In connection with the Budget Summary on page XIX, t her.e are three 

technical questions I would like to ask : In section II, Expendi­

tures , item No , 7 (Aids to youth) , we have ~here the sum of 

$JOS,ooo, ooo . Now ~lsewhere you have estimated . ~l , JOO,ooo,ooo . • 

for relief , including N,Y.A. , which I assume would be one of the ., 
aids to youth, Then there is t hat extra $125 , 000 ,000. ·N.Y.A., I 

• 
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/ eeeume, ia part of that f308,900 ,000. that you have aa "Aida to 

youth. " 
• 

THE PRESIDENI': That is N.Y.A. and C. C. C. 

BUOOEl' DIRECI'O.R SI.UTH: Yea. 

Q Let rne see if I can make myself even clearer . You have down here 

the sum· of ~i , I25 , 000 , 000. for emergency o~rether, for relief . 

That ia ~our. last it~m under section II (Expenditures). 

THE PRESIDENl' : That is 11' .P .A- a_nd Farm Security. 

Q Yes. Now, you estimated the total under the relief headings of 

~l , JOO,OOO , OOO . elsewhere, which would leave a difference or 

$175,000 , 000. to cover N.Y.A. and c . C.C . Then, up above , you have 

thi s i~em of ~308,000,000 . for aids to youth, so that there has 

to be a ·difference of ~125 , 000,000 . 

THE' PR.F.SIDN\T : I think the point is well taken. You have lost some-

thing? 

L!R. BLANDFORD: Under work relief program we are including the Farm 

Security grants as work relief. The loose money is provi ded for 

under aida to agriculture . That is the difference in that sum­

" m.ery. 

Q . I see you have it under work relief, ~122 , 000 , 000 . 

THE PRESIDlNJ.': Is t bat all right? 

Q That satisfies me. 

Q Mr. President, on that same table, page XIX, the t ot al receipts ere 

$6,150,000, 000 . The next figure is ~602,000,000., which i s de- · 
• 

ducted from t otal r eceipts. 

T~: PRESIDENT : That is put into a separate trust fund . 

Q Now, No. 9 (the reporter evidently ~eant No. 8 , social security, 

• 

• 

1.' 



612 -- 3~ 

under the heading of Expenditures) is $436,000, 000., whioh is de-

duc~ad from the remainder of receipts. · 

TRF. PRESID:ENI': No. 9? 

Q No . 8, excuse me, which is deducted from the remainder of receipts. 

Does that mean from the current receipts of the next fiscal year 

there; will be deducted, for one purpose or another, something over 
. ' 

a billion ~ollars for social security purposes? 

THE PRESIDENI': That item 8 is under expenditures. 

MR, BLANDFORD: Item 8 is the grant to states. It is a different item. 

Q There is no connection? 

MR. BLANDFORD: No. 

Q Then that $602,000·,000 . is really an expenditure , is it not? How 
• 

should that be set do,wn? 

• MR. BLANDFORD: There is a note at the bottom of t he page. 

Q That note confuses me. 

UNDER SECRETARY BELL: I should say it is earmarked receipts . They 

are earmarked by the Act and therefore they arc transferred out 

pf th,e general fund into the trust fund. 

Q In v~iting the story I was wondering whether t hat should be taken 

out and added to the general figure of expenditures. 

THE PRESIDENr: No, 

• I Q This was not done every year in the past? 

UNDER S:E.CRLTARY Bl!!LL: It has been ta{en out of botll sides. 

Q Doesn' t it mean about a billion dollars soo~el security payments 

• on it? It would _be correct to add the ~6oo , ooo,ooo . end the 

~436, 000 , 000. as the· total social security, and that is a draft 

.. against current receipts? 
- .. 

.. 
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UNDER SECRFI'ARY BELL: There is a peculiar wording in the Aot. There 

is e plan to set this aside out ot the Budget but a peculiar word-

ing in the Act requires that it be put in the general fund. Then 

a part of the receipts are deducted to cover it into the general 

tund . 

\ Q Is the deduction considered es an expenditure? 

UNDER SECRFI'ARY BELL: From t he standpoint of social security, you ere 

spending ~400,000 , 000. for grants and $600 ,000,000 . for investment. 

Q The total expenditure would b~ in excess of ~90o , ooo , ooo . ? 

UNDER SECRETARY BELL : You can take in the unemployment trust fund too, 

then. 

Q Would that be in-.jtsupplemental estimate? 

THE PRESID:Et'n': I think they are all in • 

Q Vihet is the net receipt from all payroll t axes to the Treasury? 

Wliat i s the net receipt to trust funds of all social security 

texas in the next year? 

Tlil!. PRESIDEl\'T: ~602 , 000 ,000. 

Q That is the net receipts? 

UNDF;R S1CRETARY BhLL: ThRt is the net receipts to the trust fund . 

Q Do the pensions t hat start next year come out of thst? 

UNDER SECRFI'ARY BELL : Yes , sir. 

Q And this money comes in here (indicating)? 

UNDER SlOOREl'ARY B:u.L: Yes. 

Q This t602, ooo,ooo . is the net figure? 

MR. LAUCHLI1' C"\JRlUE: The net taxes are more . The tote! tex is 

t6?o, ooo,ooo . 

Q Isn ' t that annuity account entirely s'epsrete from the Bud.get? 

' 
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KR. CURRIE: Yea. 

~ That is, when the annuities are paid it has nothing t o do with t he 
• 

Budget i tem? 

MR. CURRIE: That i s right . 

Q It i s paid out of an entirely different account? 

MR. CORRIE: It comes out of a trust fund, not the gener al fund at ell . 

Q What i s the estimated deficit this fiscal year ? Is it tiJ , 900,000 , 000. 

or $2, 700 , 000 ,000 . ? 

THE PRESIDENT: This fiscal year? Turn to Schedule No, 4. At the end 

of this fiscal year, the estimated debt, is thet what you a re talk-

ing about? The debt or t he deficit? The estimated debt will be 

e43, 222,000 ,000 . That i s e~ the end of this fiscal year. 

Q That ie considerably under the esti.mate _ a year ego? · 

THE PRESIDl\l'l'l': Yes , it wee over $44, 000, 000 , 0 year ago •. 

Q The est imated deficit is ~2 ,~00 , 000 , 000 . ? 

THK PRESIDENT : The estimated deficit is ~2,700 ,0 ,000. 

Q Mr. President, there is an item in t he Summary on page XIX --

e?oo ,ooo ,ooo. -

THE PRESID~T: (interposing) ~het line? 
I 

Q Last line, under i tem 14. It is three lines down (below item 14, 

the item reeding , "Less : Return of surplus funds from Government 

corporations, ~700,000,000 , ) 

THE PRESIDENT : Those are the surplus funds that came out of the Trese-

ury end s r l:l now being .restored. 

Q '!'hat would represent the amount restored , $700,000,000 . ? 

TEl!: PRLSIDE!\'l': Yes. 

~ That will not be in cash? 
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THE PRESim:Rl': You can put it in either item you want . 

Am. LAUC~IN CURRIE: That will appear both sides , on the credit s . It 

wil l go beck to the revolving fund of the Treasury as miscellaneous 

receipts. It depends on the lew. 

Q Vlby isn't t hat $700 ,000 ,000. realization from the lending agencies 
• . ' 

shown under recei pt s too, in the Budget Summary? 

THE PRESIDENT: B~oause, under the law, it is used as an offset on 

money going out in s great many oases . 

Q Where do you put it then? -
MR. CURRIE: It depends on what agencies are selected and what amounts. 

I f t hey have a revolving fUnd , t t goes in as a credit and , in 
"'& ' 

other cases, it goes in miscellaneous receipts. I think you can 

work it on a 50- 50 basis • 

• <> • 
Q This Budget Summary figure, net receipts, ~5 , 000 ,000 ,000., should 

be $5 ,000, 000, 000 . plus $700, 000,000,? 

MR. CURRIE: Or perhaps plus $350 ,000 ,000. I think half would come in 

as miscellaneous receipts and the ot her half would come in as 

credits. 

THE PRESIDENr: In other words , he means you can cut it in hal f end 
• 

put half et the t op of the table es receipts end the ·&ther half 

as (a setoff against) expenditures and it will work out e~sctly 
) 

the same way in your total figures . 

Q That is why God made accountants. 

THE PRESIDENT: You are right . 

Then going, back t o page XIII, we have t he item "Financing 

the maintenal!ce coat of certain services . " This is somet hing that 

is really important. I do not know whether we will ge,t any act ion 

, . . , 
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ou\ ot i t or not bu\ this t hing really came out oTer a study that 

we had made, a tentatiTe study f irst and another one since , on 

t his old river s and harbors situati on. 

In England , "here they hsve been at it a gr eat deal longer 

t han we have, back in the days or Queen Elizabeth they organized 

a Government corporati on called Trinity House , which we would 

call an authority in these l ater days . Trinity House was a cor-

poration that was given its capital by the Br itish Treasury end 

it was run by shipmast ers end shipping houses . It began a great 

system of lighthouses end buoys and dredging out of channels all 

around the British Islands. At the same time Trinity Rouse wee 

given authority to impose tonnage taxes end port dues end t hings 

or t hat kind to offset the e~enses that they were under for an­

nual maintenance of these channels that they 'hed t o keep on dredg-

ing out , like the channel going into Liverpool, which is s long 

muddy, sandy channel, requiring constant dredging. I am not deed 

sure, but I think the lifesaving stations in England were also 

run by Trinity House. 

The net result is that that system has run over four hundred 

years end tho maintenance of all navigat ional aids , including the 

dredging of channels , is covered almost . one hundred per cent out ·--
' 

of the receipts that Trinity House gets rrom ships which use t heoe 

channels . 

I f you go yach~ing on t he coast of Engl and and drop anchor 

in some little two-by-four harbor on the coast of Devonshire , along 

comes a fellow in a boat , with a Navy cap on . He rows out snd he 

says, "Good avenine, gentlemen . 'khat is your t onnage , please?" 
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And you tell him the tonnage of your schooner and he say•, "One 

ni ght ?" You say, "Yes. " He says, "It will be six pence, s ir." 

For two nights you get a reduction; for two night s i t will be ten 

pence, and if you spend a week there , you will get a further re-· 

" duction. In that way the users of all the channels and harbors 
~ I 

around the British Isles pay for t hese facilities which· the Gov-

ernment ~rovidas for them. 'v 

Now, when it comes to digging a new channel or putting in a 

new set of buoys or building a new lighthouse, that is a capital 

expense. That comes out of the British Treasury. 

These investigations of mine showed that we ere spending 

~50 , 000,000 . a year for the maintenance of our rivers and harbors 
\ 

and channels end buoys and lighthouses end lifesaving stations, 
. . 

et .cetera, end we are getting practically not hing beck from the 

users. I am asking the Congress to study the question as to 

whether we cannot have the users of all of our waterways and coast 

facilities pay a little bit more towards this annual maintenance . 

I do not know whether we can gat it on' a s~f-sustaining basis but 

perhaps we can pay part of this ~50 ,000 ,000 . a year by certain 

chargee against the users of all these navigational a i ds. 

Viall , that ie one thing I ·believe ye ought to stal."t t o do. 

Q Would thnt apply to inland wate~~ays as well? 

THE PRESIDD.'l': Oh, my, yea. Vlhy not? 

Q How about avi_etion , the fields end the services the Government sup-

plies? 

THE PRESIDENI': Wall , we ought to study that . V.e have not studied that 

as yet. \,e ousht to do it. I don 't know v.hst 'the present system 

.... 

-

.. 
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is. 

Then you come t o anot her question. We wer&-poouring en e$1 

lot of money into parke end these forests end historic monuments 

or various kinds , end the public does pay ~ small fees , I think 

' in most or the Nation~l Parks, at the present t ime. There again 

there is a greet deal more of r evenue that could be got by extend-

ing the principle of very small 'fees, five cents or ten cents, to 
. 

go into a Nat ional Forest. Up in the Stat e of New York Governor 

Smith started, with Bob Moses , t his wonder ful system of State Parks 

end when I was Governor we completed a number of them and kept on 

extending the system. Except in the Adirondack Preserve, as i t ,-
is called, or Reserve, where t he situati on does not warrant us 

charging anything , in all t hese ot her parks owned by the State we 
I 

have just one place when you go int o these parks where you can 

park your car but you ¢annat park your car without payi ng ten cents 

or twenty-five cents, whatever it may be . The receipts from t he 

users of t llese State Parks have got t o the point now where the 

parke are almost self-sust aining. And nobody kicks . There was 

a little kickine the f irst year we did it but it has died out en-

tirely. At Jones Beach we have thousands and thousands of people 

all the time during t he whole summer season. 

Q Would you apply that to the Blue Ri dge Parkway? (Laught er) 

THE PRESIDENI' : Yes , sur:e. I t is the sB!lle thing. Any object ion? 

Q It . has been proposed. 

THE PRESIDEla' : I would make 1 t a smell fee . 

Q There has been quite .a bit of comment about it . 

THE PRESIDENI': Yes._ '. 

•• 

I 
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And so I hope that Congress will study methods of getting a 

little bit of money back tor the maintenance, not the capital 
.) 

cost but the maintenance, of the things that the Government is 

doing for the .,POpulation of this country,. 
-. 

•. 

Then you come do'I!Il (referring to the Budget Report) to the 

Fede~·)Administration th1rl&. which calls attention to the · increases 

in the Bureau of Budget and Civil'Service Commission. It is a 

very modest investment but it pays large dividends beoause we are 

' putting in ordinary business methods. Furthermo~e, ~11,000,000 • 

of savings have already been impounded this year as a result of 

the Reorganization Plans I end II, and that amount -- I think a 

little more -- has been deducted from the 1941 estimates. (Read-

ing) 

"With further readjustment in the machinery and 
business practices of the Government , additional 
savings will be realized. Reorganization has 
also broUght the Bureau of the Budget into the 
Executive Office. With the additional appropria­
tion for this Bureau, ou.r budgetary procedure can 

' I be greatly strengthened . We are beginning to get 
more effective review of estimates . With the help 
of Congress we can make further progress in im-. 
proving our accounting and appropriation p~ocedures. 
This is a necessary prelude t o better budgetary 
control. The Bureau of the Budget is prepar.ing 
itself to be increasingly helpful in the supplying 
of information to the appropriation 90mmittees of 
the Congress." 

Then we have a long philosophical discussion of the public 

debt. There is an awful crack on the top of page XV that says: 

(Reading) 

"Those who state baldly that the Government ' s 
debt is 42 billion dollars--and stop there--are 
stating e deceptive hal f - truth calculated to make 
our people apprehensive,• 

.. ..... ? 

• 
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In other words , they are plain ordine.ry Here. (Laughter) (Reed-

•For one thi_ng, it would clarity the public mind 
it it were pointed out that ot the 42-billion­
dollar figure the amount incurred between June 30, 
1931. and December 31, 1939, is just over 19 bil­
lion dollars. For another thing, it would be more 
honest end more honorable for them t o say that 
while one lihe in the natiq_nal budget shows 8 na­
tional debt of 42 billion dollars, other lines in­
dicate that the Government bee 7 billion dollars 
of cash, gold available for debt redemption, and 
proprietary interest in Government corporations , 
which reduces the net debt to 35 billion dollars . 

the 
"In addition, of course, there are/billions 

of dollars ' worth of durable, tangible essets con­
structed or purchased by the Government that are 
a real offset to the debt~ though never listed as 
such. 

"During the period between June 30 , 1933, and 
June 30 , 1940, nearly 14 billion dollars of Federal 
tunde will have gone into recoverable loans and 0 
investments and durable improvements. 

"Furthermore, during the same period, the 
burden of the combined total of public and private 
debts has decreased . " 

In other words, the Nation as a whole owes lese to its Government 

and to itself, privately. (Reading) 

"The interest on the public debt alone in the cal­
endar year 1939 constituted only 1. 45 percent of 
the national income as contrasted with a corre­
sponding percentage of 1.62 percent for the year 
1933· The increase in the national income over 
1932 fo~ the year 1939 alone is far in excess of 
the total increase in the debt for :the whole period 
since 1933· The credit of the Federal Government 
has never been higher. 

"The debt accumulat ed since 1933 repr·esents 
a tar1more prudent and pr oductive use of our people's 
savings than much of the enormous private debts 
piled up in the twenties. " 

As some of us have reason to remembe~. 

·' 

\ (Reading) 

. ' 
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•The billions t hat were borrowed for speculation, 
tor foreign loans, for second and third mortgages 
on overproduced commercial construction, --" 

Some of us got hooked on t hat too. (Reading) 

612 -- JJ51 

"-- hardly rapraaented the most prudent usa of our 
: people' a savings. " 

' ' ' That is perhaps a little -- what is the word? -- ironical • 

~ You would not apply t hat ~o the ~12,000 , 000 ,000 . owing us in war 

debts, would you? (Laughter) (Reading) 

"It is true that isolated debt s can be de'faulted 
without great ha.rm to the general' economy." 

I saw a perfectly lovely piece in the. financial page of a New 

York paper in which it said t hat private debt, an increase in the 
. 

private debt , is much better for the country than an increase in 

the publi c debt because an increase in the privat e debt could be 

so easi ly defaulted-in time of need now, t hat was a perfect ly 

serious article on a financial page because you can get rid 

of it by defaulting when the t ime comes. I think it is perfectly 

marvelous, perfectly marvelous. (Laughter) (Reading) 

"But this is not true when, as in 1933, a large 
part of our private debt ~~s in danger of default , 
and the savings of the whole community, as well as 
the general credit of indust ry end agricult ure , 
ware imperiled , 

"A part of the .existing publ ic debt and of 
agency loans is in fact accounted for by the neces­
sary a~sumption by the yovernment--through t he 
famil i ar ' bailing out ' process--of private debts 
on the verge of default . 

"In considerine t he gro~~h of the Federal 
debt , , i t must finally be borne in mind that in 
recent years the Federal Government has had to t aka 
over some of t he burdens which had theretofore 
fallen upon our States and muni cipalities. By 
1933 the strain of the depr ession upon tbe finances 
or local governments had become unbearable . From · . . 

• I 

• 
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June 1929 to June 1933, Stat es and municipalities 
had to increase their net debt by over 4 billi on 
dollars and t heir credit in many oases had approached 
the breaking point . By 1933 there was en insistent 
demand that the National Government come to t he 
financial aid of local governments. 

"Consequently , between JUne 1933 and June 1940, 
the Federal Government will have made avai lable 
tor local relief, work relief, end local public 
11orke the sum of 17 billion dollars. In addition, 
during this same period, the Federal Government in­
creased its grants tor public roads by 1 billion • 
dollars over the preceding seven years. 

"By reason of these Federal expenditures it 
became possible for the States and municipalities 
during this period to rehabilitate their credit , 
end even t o reduce slightly their aggregate indebt­
.edness. If they had continued to discharge the 
responsibilities that were formerly theirs to a 
degree commensurate with the Federal Government ' s 
effort, the sggre£et e indebtedness of our States 
·end r.tunicipelitics ,..-ould have been increased by 
not less then 18 billion dollars end t heir taxes 
would have been eno.rmously increased • 

"Debt, whether individual, corporate, or gov­
ernmental, cannot be judged in e vacuum; it must 
be oonsiclered in light o1· earnine;s , &seets, and 
credit standing . i'.hen the increase in the national 
debt is viewed against the backg'.round of what was 
accomplished by the growth of useful physical assets, 
and of effective national earning power, end by 
the strencthenine; of the Nation ' s credit and mor ale, 
there is no economic ground for enxiet y , so far as 
t he nati onal debt is concerned , as t o the Nation' s 
future. And 1t our cit-izens understand the cepaci ty 
of the Nation to produce increased national income 
end act thereon with all possible faith and ? rectical 
energy, they 1·.111 be in a position to anticipate 
.balanced budgets without curtailing essential social 
pros rams." 

Q Mr. President , in regard to this firs t paraa roph on the top of page 

XV, where you say it would. be more honest and more honorabl e to .. / 
deduct the t 7,000 ,000,000 . of cash, gold And propri et ary interest. 

\'ihy ian 1t it more hone at and honorable to add .the "7, COO , COO , OQO . . . 
of contingent liabilities? 

,.. 

... . 
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THE PRESIDOO': That is like trying to add apples and pears together. 

• Q I admit it is hypothetical but , if the H.O .L.C. should ~o broke, it 

would be up to the Federal-Government to ~ay off the money. 

THE PRESIDENT: Yes , but l et me put it the other way: Boulder Dam is \ 

a good deal more than earning its interest and amortization. Sup-

pose Los Angeles were to qe destroyed 'tomorrow, suppose the Imperial 

Valley were flooded out , and the Gulf of Mexico came ;in and filled 
• 

it full of salt? It· is-true , I suppose, that Boulder Dam could 

be considered e. contingent liability but so can anything ~+se. 

Q :l>lr. President, hov: much of that (;.7 ,000,000 ,000 . cash is in gold? 

THE PRESIDENT: $7,878,000,000. in .. cash, i nterest in Government • corpor-

ations, et cetera . The general fund balance i.s ~·2 , 000,000 ,000.; 

~ the general stabilization fund , Cl, 80o , ooo,ooo . ; the proprietary 

'interest in Government corporations, ~3,602,000,000. 
( 

Q, '( i.th r eference t o Government reorga,o.iretion, can you give us an idea 

as t o when another reorganization Order will come? 
1 -

THE PRESIDENT: We have been so darned busy here that we ·have not done 

anything in the last two months. That is the next businbss. 

Q This saving was accompl ished by Or ders I end II? 

THE PRL:SIDTh'T: Yes . 

Q., (1\r. Godwin) If you are not through with this ConJer&nc~ Mr. Pres­

ident , I would like to be excused. I have a broadcasti ne appoint-

ment at six o 1 clock; I have t,) t ell the peopl e what you sai.d today 

in your speech. I t hink this is the first time that anybody has 

ever had to excuse themselves from one of your conferences . 

THE PRESIDENT: Go t o it . I 4ope your contract is suffici ently large • 
• 

(L~ughter) 

~ Thank you very much, s ir. 

" 
• 
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