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(Harold Smith, Director of the Budget, and Wayme Coy,

Assistant Director, were present at this Press Conference)

MR. SMITH: Good morning, teacher.

THE PRESIDENT: Good morming, everybody. How are we?

MR. EARLY: Mr. President, ready, sir?

THE PRESIDENT: (reading some hand-written notes from Mr. Smith) No, no, no.

MR. EARLY: Aye, aye, sir.

THE PRESIDENT: Those are good, these notes. I was going over them last
night.

In one place we talk about 400 thousand eivilian employees, and.

then further on we talk about 800 thousand. :

MR, COY: 400 thousand are administering the war agencies, and 850 thousand --
less than that -- are ndnini.staring what we call the non-war agencies.
That's the difference. .

THE PRESIDENT: How does that 850 thousand compare with previous?

MR. COY: Well, that's a very difficult thing to arrive at.

THE PRESIDENT: TYes.

MR, COY: We are pretty safe in saying that they total 850 thousand. It's
fewer than that, it's about 830 thousand.

THE PRESIDENT: Yes, yes.

MR, COY: Less than it was in the preceding year by some 20 to 30 thousand
employees.

THE PRESIDENT: TYes, yes.

I guess we are all ready now. a
MR, COY: It's a very difficult thing.

THE PRESIDENT: TYes.
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MR, COY: We tried to go back and get actual figures onm it.

MR, SMITH: We have a whole background of material on a thing like that.

THE PRESIDENT: Sure, sure.

(to ty- hDewspapermen filing in and eitting down on chairs

provided) Good morning.

Q Good morning, Mr. President.

Q Good morning, Mr, President.

THE m: I see a great many people uo:ning u who know nothing about
hndgotl or taxes. Is it all right?

Q That's right. We hope to learm.

THE PRESIDENT: (laughing) Probably the ladies know more about budgets
than any of the men here.

Q Not this Budget.

THE PRESIDENT: What?

Q Not this Budget. (laughter)

Q This is our collective "hair shirt." [ind.tuti._ng the Budget Message)

THE PRESIDENT: What? '

Q This is our collective "hair shirt.” (laughter)

THE PRESIDENT: (laughing) (to himself, counting the ladies present) 1 --
2 == 3 e _.f, ==.9 == that's about all,

MR. DONALDSON: F.&ll in.

THE PRESIDENT: I see that there are only, out of those in the room -- I
see only 3 budget experts -- No, 4; and they are all ladies. (laughter)
The rest of you men, you don't know a thing about it! (more laughter)
Neither do I, It's all right.

There are two things I want to mention beforehand. We really have
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got to protect this Budget; we are doing it LB hours before it goes
up to the Hill., So please don't == don't write about it until it
has actually got to Congress on Monday at 12 o'clock. Then the other
thing is that the Director of the.Budget, so that you will have a
chance to write this rather voluminous thing, is keeping over the
weekend an expert who can answer more technical questions that are
involved in it. So, take your notebook and take down the number.
Executive 3300, before midnight tonight. Executive 3308, until eight
oteYock Monday morning. And after that, you can't ask any more ques-
tions., (laughter)

Q@ Is there an extension number on that 3300 ome, Mr. President?

MR, SMITH: No, that's the number.

Q That goes right through to him?

MR. SMITH: TYes.,

MR. COY: If you went to be sure, ask for Mr. J, Weldon Jones.

THE PRESIDENT: I might as well go ahead. I won't read the whole thing,

but I can touch on the high spots. -

e

(see Message Transmitting The Budget for 1944, Page V,

attached hereto)

e TR

(reading, not literally): "I am transmitting the War Budget,
exceeding 100 billion dollars, for the fiscal year beginning July 1,

1943."
This represents a maximum program, which is a bit of a change.
L]

I have always talked about minimum progrems before. This is a maximum

program for waging war,

-.._
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I have put in here certain statements, as you will see as you go
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on, which in a sense do not belong in a Budget Message -- more like
an Annual Message. But I had to get them in somewhere, and there
wasn't any room in the Annual Message, so I put them in here, because
the whole thing ties up together.
on the next is the sub-heading "War Expenditures.” (see Page ¥
(reeding, not literally): "The huge and expanding rate of war
expenditures shows our determination to equip our fighting forces,
and those of our Allies, with the instruments of war needed for -
victory." |
There are a great many 111untruﬂons as to the increase, and the
ﬁuon for calling it a maximum Budget. For example, we know we have

got up in airplane production to the rate of 5,500 for the month of

December., That is an inecreasing amount of planes -- everything that
goes into them, I don't think we have given out the final figures
yot as to what .we expect to get in total of planes for the calendar
year 1943. I gave you the figures the other day for the calendar
year 1942. And all I can say is that the total we are trying to get
in 1943 is way up over the 48 and 49 thousand that we have got this

past year; a very, very material increase. Not just a little percent-

age increase, but a big increase.

Same way with ships. We exceeded the -- the hoped for program
in 1942, and we are going to build a lot more -- I can't tell you the
exact number. Same thing is true of all sorts of things. I think it
is all right to give out the figures, as I did the other day, of

actual production; but there are definitely military reasons why we
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are not going to tell everybody how meny we are going to do of this,
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that and the other thing. Ome can make deductions fram figures of
that kind.

As for example, if we were to give out -- take -u;r old item you
want to pick =- if we were to point out that in 1943 we are going to
increase the number of "that™ to a definite figure, people might argue
from that that we are putting all our hopes on that particular variety
of thing into that particular basket. On the other hand, if the
figures show that we are going to cut down, ﬁrﬁhh].r the enemy will
say, "What's that cut going into? The United States must have some-
thing up its sleeve that we don't know about.” And they will try to
find out what it was.

All I can say is ‘l;hut the total of this iz essentially based on
the total that we think we can turn out of all kinds of munitions to
the capacity of the country. That is the main point. The breakdown
of it is not essential, as long as every machine tool, and every
assembly plant for all kinds of things, and every worker that is
needed to run these tools and this assembling, and every bit of raw
material that we can get out of the ground -- all of those things --
are included in this total production. That is in this Budget.

Now of course, also, the thing that may be -- where we are using
the total supply of it, as we see it here in the beginning of 1943, l;;f s
the end of 1943 and we are working toward 1944, if the war is still
going on -- I suppose it will be -~ the total capacity may be greater.
We can't t}u. We are not using, just for example, as much manpower
in 1943 as we may be able to, if we have to, if we are d.r:i'ran to it _1n

1944. There are an awful lot of people in this country who could still
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be used for war work of one kind or another. So this is total capacity,
as we see it at the present time.

(continuing reading): "For the whole of the current fisoal year ---"
(see Page V, 6th paragraph, 6th line) Well, here's an illustration of
that paragraph. As I said before, monthly txﬁonﬂitml amounted to
2 billion (dollars) just after Pearl Harbor, They are now beyond 6

billion dollars, and they will average more than 8 billion dollars in

the fiscal year 1944.
(continuing reading): "For the whole of the current fiscal year

total war expenditures are now estimated at 77 billion dollars; for

the next fiscal year at ldﬂ billion dollars.”
I also -~ I think it is worth pointing out that on that 100 billion

(dollars), it's just repetition of what I said. That is all we think

e oo A=

t it is feasible to spend in this caming fiscal year., It ien't as high
as the -- obviously -- as the total requests by the Army and Navy,
because we don't think, as I said befors, as of the present time,
that we can usefully spend more than 100 billion dollars. If we

added up all of their requests, it would have been a great deal more

AT A S e T e T e —

than that. . 5

Thenon the next page -- what is it? -- VI.

e T S |

Q- Mr. President, may we ask the Budget Director what total aggregate figure

on expenditures ---

THE PRESIDENT: (interposing) What?
Q What total aggregate figure would be correct to use? In the Budget

T L R i

Summary it figures up to about 108 (billiomn).

THE PRESIDENT: 109 billiom.
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MR. SMITH: 109.

THE PRESIDENT: Well, the way -- what page hl;‘l'l you got that on?

MR. COY: First page, Mr. President. (See Page XX of Swmary Budget
Statements)

Q First page of this Summary?

THE PRESIDENT: Yes. 97 billion for War, That means General and Special
Accounts, That's straight. 3 billion for War Government Corporations,
which are on Table Ome, runtnot; Two; making 100 billion for war. Now,
there are -- there are 9 billions more made up of: Other Gurpo:_'a“tionl -
2 billion; Interest on the Debt =- 3 billion; and Non-War Expenditures --
4 billion, With the Tesult that this thing that all of you have spent

so mueh ink on is about 4% of the Non-War Expenditures -- of the Total

Expenditures., And I call attention to a word which I used the other
;._ _ day: a sense of proportion. I don't have to say any more.

Now on the next page you come down to the Table (see Page VI) =~ .
I think that's the easiest thing to jump to. On these expenditures
for war -- 100 billion (dollars) out of the 109 (billion) =-- in this
fiscal year we are spending 43 billion for munitions, end the next

fiscal year 66 (billion). Military end civilien pey, subsistence and

& sravel -- 15 billion this year, 21 billion mext. Industrial construc-

: tion 15 -- 6 billion this year, and only 2 (billion) next year, In
other words, the construetion of factories and additions to new plants,
and so forth and so on, has gone down -=- will go down next year fram
6 to 2 (billion). The industrial -- the other construction, which I

1 take it means camps and training stations, and so forth and so on, will
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also go down next year from 8 billiom to 5 billion. The other war :
expenditures, including Agricultural Lend-Lease, will go up from
5 to 6 (billion).

Then the last line on that page (VI), (reading, not literally):

"In the meantime, there are available about 170 billion dollars of

' unspent war appropriations and authorizations; about two-thirds of
this amount is already obligated or committed; but further appropri-
ations will soon be needed to permit the letting of contracts with
industry for the next year."

Always bearing in mind the old difference -- still nobody in the
country understands the difference between an suthorization and an
n}prupriation.

If we need other appropriations to plan production in advance,
and the present appropriations have only limited transferability now,
if we do need -- I take it I am correct in saying this -- if we have
an appropriation which can't be transferred and is needed for something

else, obviously the Congress has got to give us authority to tramsfer

it.

" MR. SMITH: Right.

2 & Mr. President, some gentlemen on the Hill have suggzésted -- this is !

- A

- recently -- that we have plenty of finance in the war effort for 12
months with this 170 billion dollars -- more than 12 months., And from 1

their statements I take it that they favor just stopping war appropria- |

o TR T S

tions until this 170 billion dollars has got whittled down by a con- ¥
siderable amount, What would happen if they did that?

‘ THE PRESIDENT: We couldn't let contracts. We just plain couldn't let contracts.

e L
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MR, SMITH: The program too has been changed, Mr. President -- Allies and
what-not -- so that appropriations and authorizations for certain
things are no longer needed in the same amount, and Congress would
then have to do a whole program of re-adjustment.

q Yes.
Q Mr, President, how much in that 170 billion dollar figure is represented

in the appropriations, and how much in authorizations?

MR. SMITH: All appropriations i but in these terms.

THE PRESIDENT: (interjecting) TYes.

MR. SMITH: (ocontinuing) TYou cen think of an appropriation now -- because
it has to be made in advance, for some little period in advance --
virtually in the same terms that you used to think of authorizations
as distinet from appropriations. They are one and the same thing.

Q One other question, =---

THE PRESIDENT: (interposing) And, you know, some of the legislation has
been in authorization form only, without an appropriation, but has
authorized the obligation of certain amounts, although they haven't
been appropriated.

Q@ That's right. My question --=-

Q (interposing) Mr. President, the reccumended appropriations as I get
1& for 1944 are 87 billion, 8 (hundred million dollars).

THE PRESIDENT: (interjecting) Yes. :

'Q (continuing) How mueh is that War?

MR. COY: (interposing) About 50 -- that is Table 1-A, isn't it?

Q HNo, Table 7 on (Page) A26 (Summary Budget Statements), the final =--
MR. COY: (continuing) 80 billion dollars is for War -- 80 billion end a
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Q (interjecting) 80 billion and half.

MR. COY: (continuing) You will find it in Taeble 1l-A of the (General
Pudget) Summary -- Romen numeral (Page) XXII. The Summary states:
for War Activities, 80 billion. Interest on the Public Debt, 3
(billion). All Other Activities on an appropriation basis at 4
billion and 3.

Q Where does the == 2 —= 3 =- the rest of the 9 billion come from?

MR. COY: This is an appropriation basis you are talking about. The other
is an expenditure basis, which includes Corporations.

Q Oh, I see.

Q Mr, President, could we ask how much of that 170 billiom dollars already
appropriated will be expended in the last 6 months of fiscal year

x 1943, and how much in total fiscal 1944, and how iuoh is left over

after =-=-

MR, SMITH: (interposing) It is very difficult to answer that. I think

we will have to dig up some information on that. It's very difficult.

Q Mr, President, on the Table (on Page VI), Munitions covers all the

implements of war, does it not?

THE PRESIDENT: Yes.

Q Planes, ===

THE PRESIDENT: (interjecting) TYes.
Q (contimuing) =-- and tanks and guns ---
THE PRESIDENT: (interjecting) Yes.

Q (eontinuing) =--- and everything else?

— ;.“'W1mdm?mﬂl:ﬁwm =3 =

1 THE PRESIDENT: Yes.
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Q I motice you differentiate Agricultural Lend-lease. I suppose Innﬂ-l
Lease now, 80 far as separate appropriations are required, is largely
for civilien goods? That is Munitions?
THE PRESIDENT: Nearly all Munitions.
Q Well, the bulk of it is for Munitions, but under your general powers of
making war you can transfer munitions to any Ally. That is, there is

a di;tinntiun between civilian goods and Lend-Lease and Munitions to
s that extent, as I have noticed that this is differentiated thnlm?

MR. SMITH: That's right.

THE PRESIDENT: Yes, that's right. But, of course, nearly all of the Lend-
lease is actually -Munitions.

Q@ I understand that. _

THE PRESIDENT: Well, for instance -- I don't see why I shouldn't use it --

to take a conerete case -- I don't know, I guess you had better not

use it, but I can give you the case just the same -- I don't want to

stir up the animals in North Africa -~ (laughter) -- the country

ought to -- ought to understand that there are a lot of people who

say, "Why the blazes should we send food to all those people in

North Africa?"

Well, the answer was that after the fall of France in 1940, Vichy
came so much under German domination, and was trying to buy the Germans
to stay out of the rest of France, that they acceded to a great many
German demands. And one of the German demands was that they should
get a tremendous amount of food -- wheat, and so forth and so on --
out of North Africa. So for two whole years and a half, North

Africa was huina}:rippud absolutely bare of food. : They used all

their reserves. ey sent them over to France, which, of course,
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if they were used in Unoccupied France relieved Germany of the neces-
sity of feeding the population of Unocoupied France. But we have a
very definite suspicion -- it's one of those things we can't prove ==
that a very 1nrgn.pnrt of the food out of North Africa went to
Occupied France, Belgium, Holland, and even to Germany and Italy.

But the net result was, when we went in thar-; that the North Afriocan
wheat situation was terrifically bad. They didn't have any wheat to
keep them going until the next -- the next wheat crop. And the same
thing was true of almost everything that they produced in the way --
in the way of food.

Now after all, we have so far -- rap on wood (suiting the action
to the word) -- except for the first four days -- had the cooperation
of the ggrarnmant -- whatever it was -- and the people in North
Africa.

And there are two reasons for giving them some food to keep #0-
ing until the next crop season. The first is the very practical
reason of keeping them with us on our side, and the other is a human-
itarian reason; and they are both equally valid. If there were only
one of them it would be perfectly valid. There happen to be two ==
the military reason, and the humanitarian reason.

But the total amount of -- in terms of dollars -- of Lend-Lease
stuff that will go to North Africa during the next few months is very
small compered with the dollar value of Munitions, ‘

And this -- this should not be used -- there are -- Oh, I think
it's 3 and maybe 4 French divisions that are actively engaged in
fighting on our side down there -- over in Tunis. And we have had ~

to provide all kinds of munitions for those French troops. Remember
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that they are traimed troops. But when we went in there, they had
mighty little smmunition left. It also happens that the French am-
munition is one of those ;-- gmall arms -= we can't help them at all,
because it's -- it's the wrong size calibre. Our ammunition mn't
fit their guns, And you can't simply go to a Bridgeport rifle r;u-
tory -- bullet rnﬁtarr and cﬁan.gu the size, You would have to re-
tool entirely. )

So, as I said -- this shouldn't be-used -- the -- we will have
to send rifles over to them -- our .ua.lihru of rifle, and re-arm them
with American guns, hnuus; they haven't got emough ammunition for
their own rifles. Seme thing is true of artillery. Same thing is
4rue of — of trucks, because the trucks that they bave -- the
French army has in North Afrieca, by this time they are all over 3
years old, and we have got to glve them hundreds of trucks, Their
trucks are all worn out, We have given them tanks.

Q Mr, President, that is in support of a direct military operation?

THE PRESIDENT: TYes.

Q Where it's in support of a direct military operation, is that set up
on the books as Lend-lease? ‘

THE PRESIDENT: Well, there isn't any.

Q Sir?

THE PRESIDENT: There isn't any. I don't know of any instance.

Q. Mr, President, you are furnishing these rifles, and you are furnishing
these tanks. Are any books kept on it, or is it simply part of our
own war effort?

THE PRESIDENT: Oh, No. That's all kept.

¢ Kept -- charged to Lend-Lease?

i e e e 1 L e et i i e -
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Q That was just the point I was making, that after we went into war there
was a fundsmental change in Lend-Lease, in that at that point it
41idn't make any difference whether our own m].disﬁ.' used the guns, or
whether we sent them to Russia or to England. It was all part of the
war effort.

THE PRESIDENT: It was part of the war effort. But I don't think in every
case, but in most cases, it's put down on the Lend-Lease books.

o Mr. President, does the 100 billion dollars for war activities include

) anticipated Lend-lease expenditures? -

MR, SMITH: Yes.

THE FRESIDENT: TYes, yes.

MR. SMITH: May I claﬂﬁr the appropriation aspect of it?

THE PRESIDENT: TYes.

MR. SUTTH: The point is that Lend-Lease now includes those items which
are furnished by the Depariment of Agriculture -- namely food -- OF
through the Procurement Division of the Treasury. All the Munitions
{tems will come out of, in the main, regular appropriations =---

THE PRESIDENT: (interjecting) Yes.

MR. SMITH: {eantinuiné] -== to the Army and Navy. s

THE PRESIDENT: (interjecting) TYes.

MR. SMITH: {uontinuu;g} That's the distinction.

Q As I recall, Mr, President, only 18 billion dollars was appropriated --
authorized by Gongrull on Lend-Lease, but the Ammy un'ﬂ Navy and Mari-
time Commission have already transferred over 41 billion dollars to
provide just about that.

MR. COY: The last Lend-Lease Report of December 11, (1942), gives the

summary of that, ---
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@ o (interjecting) Yes, I think --- ]
MR. COY: (contimuing) --- as I recall the figures l:rﬁlr on it.
Q Mr. President, is there a specific appropriation request for lend-Lease,
or is that impossible because of the statutory expiretion?
MR. SMITH: There will be.
MR. COY: They have appropriations made directly to Congress -- someone re-

ferred here a moment ago -- sbout 12 billion dollars, I thiak.
L

¢ I asked for next year. Is there a request?

MR. COY: No, not for next year, becsuse the Act expires June 30, and
until then it would not be set up for it.

THE PRESIDENT: TYes.

Then the next heading is really on IHunpunr. And we didn't have
room -~ strietly speaking it ought mot to go into a Budget Message. 1
‘ just touched it very lightly in the Annual Message, but the rest of

it is hers. It runs through Manpower, Equipment, Materials, and War

Contracts to Page VIII.

The one thing I want to eall attention to in the War Contracis
sub-division is that this is the controlling objective: maximum pro-
duection, not only for the original negotiations of contracts but alse

for the renegotiation required by law. I think that ean be made

very valuable, and somebody suggested that it ought to be repealed.
I don't think it ought. There are constantly a lot of new things
which come up, and I think you can certainly have the right of re-
negotiations.

Well, on the "Farm and Food Program," --- : 4

Q (interposing) Sir, could I ask one more question before you go into

’ the next chapter?




THE PRESIDENT: Yes.

Q There is the -- does the differential here between those total estimated
budget expenditures for the fiscal year of 100 thousand -- 100 billiom ..
dollars on a war basis, or 109 billion dollars on a total basis, and
recommended appropriations -- I think it was 87 hilliun,. ——

MR. COY: (interjecting) That's correct.

Q (continuing) -- is that discrepancy due to the fact that you don't -- is
a part of that discrepancy due to the fact th!lt you don't include
recommended lppruprintiuﬁ for Lend-lLease?

MR, COY: No., The discrepancy is that you make your contracts for Munitions
in one year, --=-

Q@ (interjecting) Yes.

MR. COY: (continuing) --- and you don't get the -- pay out your money
until the goods have been _dulinﬂ;ﬂ.

Q (interjecting) Yes.

MR. COY: (continuing) You may eontract in the middle of 1942 but you get
it in the middle of 1943, by fiscal year 1944. It's a matter of --
this expenditure and summary table is on the basis of checks paid.

Q The reason I asked the question was because the President said that

this 100 billion dollars total war expenditures included Lend-lease.

Obviously the recommended appropriations do not.

MR, COY: It includes that part of the War and Navy Department expenditures
which are transferred under Lend-Lease,

Qe iint-rjlctiﬁg] I understand.,

MR, COY: (continuing) That's -- that's the reason there ien't any dif-
ference between them. All of the appropriations for Lend-lease -=

as to munitions -- are War, Navy and Maritime Commission appropria-
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tions, But *“. the amount will be that is transferred ism't set out
p here, because we don't know.

Q The 87 _hill:l.on ;Iill keep your plant at marimm effort -- will keep the
plant at maximm effort ---

THE PRESIDENT: (interposing) That's the real point.

Q (continuing) --- for the coming fiscal year?

THE PRESIDENT: I think that's the real point, that we are turning out
everything we posaibly ﬁm, even though the Armmy and Navy want us to
turn out more.

Q TYou are mot letting them -- your contracts go up to keep the plant at
maximm effort?

THE PRESIDENT: Yes, yes.

Q@ Isn't that in reality 87 billion plus the portion of that 170 billien
which may be expended?

THE PRESIDENT: Yes, that's right.

MR. COY: You see, in that fiseal year you will spend 100 billion dollars
for war.

Q I know. I did not get the point you made on remegotiations.

THE PRESIDENT: I said that I hope we still will be allowed to remegotiate.

Q Oh. |

Q The Ammy alone has recaptured a billion of the excess profits, Mr.
President.

THE PRESIDENT: Yes.

Q Mr. President, could you give us any idea of how much more the Army and
Navy wanted?

THE FRESIDENT: It's awfully hard to break it down. Well, I will give you

a very simple example, off the record entirely. We need an awful lot
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more escort ships, and they would like to have a -~ I don't know, what?
— gay -- take any old figure -- 600. That is the military need --
there is a military need of 600, but we can only build 400. We have
only got the capacity to build 400.

Well now, it never got beyond the recommending stage of that par-
ticular thing on the part of the Navy, or more than verbal recommenda-
tiona from the Chief of Operations and the Secretary of the Navy to
me, "We want 600"; and, of course, for strategical reasons.

And thereupon we put it inte the works; and on all the Joint Pro-
duction Boards, and so forth, we figure that we can't build -~ haven't
got the facilities, material, and so forth, especially machinery, to
build more than 400. That is why I say it's a little bit difficult.
It's only a verbal request on the part of the Navy for 600. You can't
do it. So we give them the maximum we can work in.

Well, that's -- you take another example, which you probably will
bump into pretty soon. This has all got to be off the record, but
there is no reason why you shouldn't kxow about it: (Wm.) Jeffers
(National Rubber Director) wants, for making rubber, a lot of very
special machinery for these synthetic rubber plants. Well, he thinks

1t's terribly important; and it is, too. And on the other hand, 1if we

allocate -- that is -- that is a good illustration of the problem of

prioritiee -~ if we allocate this machinery to making rubber, we have

LY e U T S T Y

got to take it away from something else -- ship engines, for example.

In places ---

k.

MR. COY: (interposing) These same escort ships.

! 1 THE FRESIDENT: What? -- these same escort ships. We may have to, in some

places, where there is a great power shortage, we may have to stop




THE PRESIDENT: (interposing) No. No.
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making turbines, or coal or oil power mashinery, in order to turn it
over to Jeffers's -- Jeffers's rubber plants; or we may have to take
machinery that is alloeated to high octane gas for airplanes, There
isn't enough machinery to go mund for Jeffers's plants, and high
octane gas, and essential -- certain essential new power plants, most
of them private, by the way, and -- and escort ships. There isn't
enough machinery manufactured to take care of them all.

Therefore, you come down to the problem -- we have got to -- we
have got. to figure on the total capacity. Somebody has to get less.
Then you come into the military field, and obviously somebody --
usually the Commander in Chief -- has to decide this thing.

We have got to furn out comsiderable octane gas for American
planes. I should say probably that came -- they are all important,
they are almost equally important, but there isn't emough to go
around =- I would say octane gas Number Ome.

Machinery for these escort ships Number Two.

And on the question of new turbines for power in the rubber
plants, that probably weuld be in the third position.

We have got to keep the planes flying. We have got to escort
the conﬁyn that are going all over the world. And you can't do them
all, And of course, each person who has got those things under their
own personal supervision, they say, "Mine is more important than any

other living thing." They all say that.

Q Wouldn't there be more of these things, Mr, President, if the size of

the Ammy wasn't so great?

o (continuing) Demobilization, training, end equipment ===

| I e R

==

el e s b i




#6874 == 20

-

THE PRESIDENT: (interposing) HNo. That Inl.d.l't affect it at all, I am
talking about things that would be used for fighting.

Q Mr. President, on the matter of Manpower, this Budget 18 predicated, is
it not, on the idea that the enlisted personnel is 7 million 500
thousand? |

THE PRESIDENT: Yes, yes.
Q On the -- on the record, sir, is it anticipated that by the end of 1943,

I believe, we will have an armed force of -- totaling some 9 million
THE PRESIDENT: (interposing) That counts the Army and Navy, Marine Corps,
and Coast Guard.
g Coast Guard.

THE PRESIDENT: Yes.
t Q Now on that basis, sir, will the expenditures for the last -- will the

e production for the last half of fiscal year 1943 -- first half of
1944, whieh ends December, 1943 -- be sufficient to supply that Army?
THE PRESIDENT: Yes, it will. And when I say that, we have got to remember
this, that the boys who get taken into the Army and Navy in the last

quarter of the year don't have to have artillery, for example, until

ST T St Ty

they are trained and ready to go =-- division artillery. Om the other

hand, they do have to have uniforms, and they have plenty of things

to keep them going during their training period. But they won't be

-- more in the case of the Army -- they won't be put into form end

ready to go in combat diﬂnin;nl until pretty close to a year after

the time they come in.
-Lg. Q Do some of these large Army requests which they had in reflect empirical

planning rather than strategical?
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THE PRESIDENT: No. No.

Q Not any more? |

THE PRESIDENT: That figure was much higher then. Off the record, I think
you remember that (Major General Lewis B.) Herahey (Selective Service
Director) wanted 15 million men in the Army. Well, he got 7 millionm
point five.

Q lint-maing} Mr, President, ---

THE Pim:. (continuing) That was empirical.

Q (eontinuing) =--- in connection with these -- the need for escort

vessels, I recall that Mr. (Winston) Churchill said a few days ago that at
least the British cargo vessel of the future would be a combination
combat ship -- freight-carrying and ship-armed -- that would dispense
with the need for combat vessels. I was wondering if we had taken
that into comsideration for the future?

THE PRESIDENT: Well, again off the record, I think it would surprise you
to know what armement many of our cargo vessels are carrying at the
present time, You see, the -- well, during the World War, most of
our cargo ships carried one 3-inch gr.;n on the stern. And during this
war we have been going up steadily, so that the -- many of the -- es-

pecially these new cargo ships, carry not only a gun forward and a

gun aft, but they also carry a lot of anti-aircraft stuff, depending
a little on what run they are on. If the ships are going to Russia,

they have got a lot of anti-aircraft.

Q Mr, President, you have been talking on and off the record. I wonder
if we ought not to have an explanation of just how much, or just under

what conditions we can use all of this conversation?

R}
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THE PRESIDENT: I don't think we should use any of it, except -=- well, it's
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all right to-use the ili‘_lllltiﬁl about the thing ~- on Manpower -- that
was empirical, and what was practical. I think you can use that.

Q And the fact that this is predicated on a 9-million man --=

THE PRESIDENT: (interjecting) TYes. 3

Q (econtinuing) --- Army for all the Services?

Q I had in mind, Mr. President, in previous years, that these nun.faruﬁnu
had ﬁﬂr been quoted -- it's just background. Is that still the
rule?

MR. EARLY: {1&&1-“11:3) That's right.

THE PRESIDENT: Oh, no quotes, that's all.

Q Direct ettribution, but no quotes?

THE PRESIDENT: Yes.

Q On this food situation in North Africa, Mr. Fresident?

THE PRESIDENT: On what?

Q The food situation in North Africa you commented about?

THE PRESIDENT: That's off the record enmtirely.

Q@ That's wholly off the record?

THE PRESIDENT: Yes. TYes.

On the "Farm and Food Program" -- (see Page VIII, end of line

under this heading) -- (reading): "Our agricultural production is
larger than ever in history." And I have got some figures in here:
that production in 1942 was 29% above the 1935 to 1939 average.

Q Where is that? ;

Q What?

Q What?

THE PRESIDENT: Bottom of Page VIII -- you won't find the figures — I am

just giving you some extra r;guru —
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Q (interposing) May we have that figure, sir?

THE PRESIDENT: What? 'I‘hfu 18 just a little surprise. You can use that.

(1laughter)

Q What was that figure?

Q We didn't get that?

THE PRESIDENT: 29% above the 1935 to 1939 average.

Q What year is that for, sir?

Q (aside) 1942.

THE PRESIDENT: That is for 1942. And it was 15% above 1940.

Q@ That's food production?

THE PRESIDENT: Yes. Now if you want to put it another way -- by the index
method: Food Crops and Livestock, 1940, is 111; 1941 is 115; 1942 is
128. And we are estimating for 1943 -- 130 (percent).

Q That is based on an index of 1935 to 1939, Mr. President?

MR. COY: (interposing) That index figure is 100%. That is where you
started from.

THE PRESIDENT: Yes. And that is based on what I mentioned before, the
average of 1939 -- 1935 to 1939, which 1is 100.

On this agricultural thing -- I don't know, you will have to
study -- study it out and telephone to the Budget and get some more
information.

(reading): "I am recommending -==" This is Page IX, first four
paragraphs. (continuing reading): "=--- recommending 33'?' million dol-
lars for the fiscal year 1944." -- which is up 121 million from 1943.
That is Alds to Agriculture, but it does include 193 (194) million of
parity payments which were not covered in the 1943 Budget.

Q Mr, President, parity payments already ---

e *'-—*Hrnmw-mm
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THE PRESIDENT: (interposing) What?

Q (continuing) Parity payments already inourred from last year's produc-
tion? |

THE PRESIDENT: Yes, yes. And of that 837 (million dollars), a very rough
breakdown is on the next line. (continuing reading): "--- 400 mil=-
lion for Conservation and Use of Agricultural Land Resources; 194
million for parity payments on the 1942 crops."

There's another example where the Congress did not appropriate
the money, but did authorize the making of contracts for the erop year
1942, So it's an obligation, and now we are asking for the appropria-
tion -- make good on it.

Q Does some of that arise, Mr. President, from the fixing of farm prices,
at least parity, and the calculation that the Govermment's payment will
return parity?

THE PRESIDENT: Yes, the ---

MR, SMITH: (interposing) May I clarify the point, Mr. Fresident? It's a

little complicated, because you are working on a fisecal year basis.
On the other hand, Agricultural, military, and air production 1s based
on the other. But in short, heretofore we have appropriated a year
in advance, really, for what would 'ba. next year's crop. 350 in order
to adjust that last year we had to have an authorization, because it
was better to have the approprintioa after you knew approximately what
the costs of parity would be for the past year's crop. It's -- I hope
you get my point.

MR, COY: It's nrplninad._{n the next few paragraphs very well.

THE PRESIDENT: Yes.

MR. SMITH: But that was purely a suggestion of -- of the skip for last
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year, in order to adjust what we thought was rather an anomalous situ-

ation.

THE PRESIDENT: Then the other item is 96 million for Surplus Commodities;
64 millions for the Sugar Act; 38 million for the Farm Security, and
31 million for reductions in interest rates on farm mortgages.

Q Can you explain that latter, sir?

THE PRESIDENT: What about that farm mortgege, Wayne? Bank paying things

T

' of £?

\R. COY: Yes, that's right. Keeping the interest rate at the low figure
-~ you want to keep your reduction rate into effect, so this represents

a 31 million reduction on interest on your farm mortgage. It has

L - "-r.r"!" b 4!

peen carried now for about 3 or 4 years.

THR PRESIDENT; Every year I get at the end of the Session -- nearly always
t -- a bill to continue for amother year, or two years, the reduction
‘ - in the interest rates on farm mortgages below the original Act.
:" Q That was the Federal Land Bark loans?

THE PRESIDENT: Yes.
.f/’
Q Mr. President, Mr. Lawrence asked a question a minute ago that interested

me very much., H e didn't get any answer to it. As he understands it,

the 0.P.A. has in certain places fixed price ceilings at a level

below the parity price. Is eny of this appropriation here designed to

compensate the farmer by paying him the difference between the
0.P.A.'8 ceiling and the parity price?

MR, COY: That would be true if the commodity O.P.A. fixed the price on was
one of the basic eommodities on which you are nukling parity payments.
.Thara are the five basic coammodities. It would not be true in all -~

in all cases where the prices are below parity, because it wouldn't

W S RS

f
i




p—— o .

053

g e e N T o W R T ST T PP T W S o s g ce

#874 -- 26

be a basic commodity. There are five of them,
Q@ I see. Thank you very much.
THE PRESIDENT: Then the mext two paragraphs are explanatory -- (see Page

IX, paragraphs 2 and 3), And the paragraph next to the end of the

page:

(2]
!
L
[~
¥

(reading, not literally): "Since the established national policy
is to assure the cooperating producers of these basic crops parity

prices on the normal yields of their allotted acreages, I am again re-

i et el

commending that the authority to ineur contractual obligations for
such payments on future crops be renewed.
"On the other hand, I am recommending a reduetion of 50 million
dollars in the npprépriatiun for Conservation and TUse of Agricultural
Land Resources. I am also directing the Secretary of Agriculture to
1 utilize the 400 million still provided ---"

That is an authorization.

"ew- under this heading as fully and effectively as the basi¢ law will
permit to encourage greater production of the erops necessary tc the
war effort. This fund will not be used for restriction of production
except of the less-needed crops. Payments to be made only to those
producers who comply fully in their plantings with the stated war pro=-
duction goals."

And that previous sentence, on restriection of production except
as to less-needed crops, I have had one or two examples -- 1 have had
pleas from 3 or 4 individuals who grow things -- I am not going to
mention any data on it -- who grow things that you and I would con-
sider luxuries =- luxury goods -- those you put into ruﬁr mouth., And

we can get on without them. So we are encouraging those people to
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transfer their plantings from the luxury article and put it into some- '
thing that everybody can use.

Q Can you mention the crops, Mr. President?

THE PRESIDENT: I think it's better not to, because they would say -- some

of them would say that it isn't a luxury.

X Q Mr. President, not to try to get you to mention them, but off the record,

f could you indieate what your purpose is? Does it apply only to cer=
tein foods, or could it apply, for example, to a crop that has a sur-
plus, such as cotton?

+4
THE PRESIDENT: (interjecting) I don't think so.

RIS M L B

Q (continuing) You see what I mean?

THE PRESIDENT: (interjecting) TYes.

Q (continuing) If we are paying them to grow more cotton, or if we are

’ paying them to cut down on table erops =--- |

THE PRESIDENT: (interposing) I don't think there's anything we can do on :
cotton. We just have to go ahead on the present basis, isn't that
right?

MR. SMITH: To this extent. The acreage -- cotton acreage has been pro-
gressively reduced each year., Although you are getting better produc-
tion of cotton shipped, the number of bales on the same land you get
is about the same. DBut to the extent that the cotton -- cotton
acreage is reduced, that land is them available for other crops, and
they may be crops such as soy beans, and what-not -- oll-produeing
products.

~ Q That =-- on that point, are these payments calculated in that direction

too, when you say restrietion of production except of less-needed

crops?

5
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. MR. SMITH: I should say that all our payments on the Depariment of Agrie-
ulture are being oriented to make adjustments in their program of
present production -- things that are needed during the war, and that
the amounts of money in the Budget for the Department of Agriculture
are being u.uﬂll more and more as incentive payments to get that marginal
production of things that sometimes -- of an unusual nature -- are
needed now.

Q 1Is this a policing instrument on this essential food program?
THE PRESIDENT: Is it what? o
Q Is this a kind of policing hﬂru;:;t?

MR, SMITH: (interposing) Incentive.

'ﬁl:l! FRESIDENT: What?

t MR, SMITH: An incentive.

THE PRESIDENT: It's an incentive, I suppose. I think that's the right word
-- plant useful crops.

Q In other words, you might take crops out, like lettuce and watermelon?
(laughter)

Q (aside) Watermelon is a necessity.

i e

THE PRESIDENT: The next paragraph -- (see Page X) -- (reading): "For Ex-

portation and Domestic Consumption of Agricultural Commodities, the
Budget includes only the permanent annual appropriation of 30 percent
of customs revenues as provided by law, plus re-appropriation of unob-
ligated balances."

Well, that I think should not be comstrued as a yielding on my

=) b S A W R

part to that thing which was forced on me & good many years ago, of

‘ ear-marking a portion of the revenus for some particular purpose.

It's bad legislation, and it still is. .It's in -- in == in the theory
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of legislation, and the theory of customs and receipts and of the
Treasury, however, and I am not making any fuss about it.
(eontinuing reading the seme paragraph): "The food-stamp plan,
which is a major item of the eurrent program, will be discontinued
shortly. Although other items aut-:h as school lunch, and school milk
projects, and the direect distribution of surplus commodities are
somewhat expanded, there will be an over-all reduction of about 30
million dollars."
Q Mr, President, why will that be discontinued?
THE PRESIDENT: What?
Q Why is the food-stamp plan being discontinued?
THE FRESIDENT: Well, because -- because essentially it's a relief --

two-edged -- it was relief, and getting rid of surpluses. Now we don't

need to get rid of surpluses any more. And there isn't anywhere as
much relief needed as there was before.

Q Haven't both those conditions prevailed for some time?

THE PRESIDENT: Do they -- have they prevailed?

Q@ Yes, sir.

THE PHESIDENT: Oh, Yes. We had surpluses before we got into the war.

€ No. I mean after the surplus condition ceased to exist?

THE PRESIDENT: I didn't get it?

Q@ But the conditions which brought the food-stamp plan into being ceased
to exist quite sometime ago, did it not?

THE PRESIDENT: It has been gradually decreasing., It's just like -- what?

== W.P.A. You don't need it now. But that has been a gradually re-

o

S S S

L=

___ = S

., ==

T




#874 -- 30

Well, I don't think there's anything else -- just the essence
there. :

(reading): "Civilian Consumption. In spite of a 100-billion-
dollar war program, civilians can be !npplil;ﬂ with an average of about
500 dollars' worth of goods and services during the next year."

Q Could you stop at that point, ¥r. President, and give us comparable
figures for the last 2 years on the same basis?

THE PRESIDENT: In 1941 -- that's the next sentence. (reading): "This
implies an average reduction of almost 25% in civilian consumption=
below the record level of the calendar year 1941." That was 76 bil-
lions in 1941, and we estimate 58 billions in 1944.

Q Are you talking about calendar year now, or fiscal year, Mr. President?

THE PRESIDENT: Those are fiscal year.

MR. COY: (interposing) Calendar.

THE PRESIDENT: Are you sure?

MR. SMITH: It says calendar.

MR. COY: We tried to designate each place where it says fiscal year.

THE PRESIDENT: Calendar.

Q Is there a comparative figure to that 500 (dollars) per capita?

MR. COY: We would have to dig it up for you. Suppose you just add 25%.

Q A mathematician could figure it out, but we can't. (laughter)

MR. COY: About six and a quarter.

THE PRESIDENT: I believe 625, just rule of thumb -- 625 dollars per capita,

and this in 1944 -- 500 dollars. What?
MR. COY: A 25% reduction, I believe.

Q. Mr. President, could you give us for use with that the national income

figures for the 2 years in question -- 1941 and 19447

e




"SR

THE PRESIDENT: Have we got those?

MR, SMITH: 1944, as I recall, figures out to a national incoms of about
145 billion.

Q Is that calendar?

Q Calendar or fiscal?

MR, COY: TFiscal.

Q Fiscal 19447

Q Fiscal? I would rather have calendar on that. (laughter)

Q@ Calendar 19437

MR. COY: Calendar 1943 -- about 135 billions in national income. But
that figure ean be very misleading in trying to get your figure, be-
cause when you talk about tiu amount of goods and services civilians
will consume, it doesn't come out of the national income necessarily.
It comes out of what these aconomists call the "grnas_ national
product.” Don't ask me to explain that -~ (laughter) ---

Q@ (aside) Explain that!

MR, COY: (continuing) =-- because I will only repeat what the economists
tell ma.

Q Mr. President, how does this 500 dollars compare with 1933%? Mr. (Leon)
Henderson said we are going back to the 1933 level. How does this 500
dollars compare with 19337 I mean, how does the ---

THE PRESIDENT: (interposing) You remember 1933 we figured, as I remember
i1t, in national incame terms to 39 billiom or 40 billion.

Q (interposing) I am talking about the 500 dollars.

' THE PRESIDENT: (continuing) How you would translate it into terms of per

capita, I don't kmow.

MR. COY: TYou would have to ask some of our economists over there to give

you the figures.
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MR. SMITH: We will have to give you the figures on it.

THE PRESIDENT: You can do it h;r rule of thumb. You can say 40 billion
dollars in ---

Q (interposing) I eam not talking about national income, I am talking
about the 500 dollars.

THE PRESIDENT: Yes. As I say, what was the population of the country in
19337 %

Q (interposing) Mr. President, is this 500 dollars during next year? Is
that next year, 1944 calendar ~-- or 1944 fiscal year -- or is it 1944
calendar year?

Q What about that 58 billion dollar figure? Is that 1943 or 1944 calendar
year?

THE PRESIDENT: What is it, Wayne?

MR, COY: I don't == there is so much of it, I will have to read it now, to
be sure.

Q@ I think that's calendar year.

Q It's calendar.

Q@ It's calendar.

MR. COY: I think the 500 dollar figure applies to the fiscal year basis,

;'Bnunuae of reference to t]:u; 100-billion-dollar program. Then you make
your comparison on the calendar year basis to get your reduction, and
show what the reduction is going to have to be under this kind of pro-
gram, Our difficulty here is that the Department of Commerce, for
example, gets out an income on a calendar year basis, and you get into
some little tricky figuring when you get to translating thet to a
fiscal year basis. '

. THE PRESIDENT: I don't know whether the Budget, and the Certified Public

- -

TS




#874 -~ 33

’ Acoountants, and the Committees on the Hill would agree, but I ;hh:lnk
sometimes -- it's not one of those essential things -- it would be an
awfully nice thing if, as has been brought out in the last ten minutes,
_1:!‘ we could have legislation meking the fiscal year the same as the

calendar year.,

T T R

& It would be wonderful.
_ Q@ It would be wonderful.
£ THE PRESIDENT: I really don't know. There are all kinds of techmnical

reasons, but I don't kmow whether we can do it.
€ You promised us that last year.
THE PRESIDENT: What? ' \
Q You promised us that last year. (laughter)
THE PRESIDENT: Yes, yes. And I have tried, —-
1 MR. COY: (interjecting) Tried to do it.
THE PRESIDENT: (continuing) =--- but the trouble is it takes legislation,
not an Executive’Order.
Q Do you plan to request that legislation?
THE PRESIDENT: What?
Q Do you plen to request that legislation?

THE PRESIDENT: I have asked for it dozens of time. Every time I see old

Bob Doughton (Chairman of the House Ways and Means Committee) I ask
for it. (laughter)
Q Are you going to include that in the post-war program?

THE PRESIDENT: What? Oh, ---
Q¢ (interposing) That 58 billion dollars in goods and services, was that

1944 ealendar year, to get back to that one figure?

‘ MR. COY: That's correct.
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Q What are the estimates of the calendar year goods and services ---
MR. COY (interjecting) I don't have that.
Q (continuing) --- this year?
MR. COY: (continuing) I don't have that here.
Q Is the 58 billion a translation of the 500 == the multiplication of the
5007
Q No.
Q No.
{th; President began to laugh at the apparent

confusion)

Q Can't we go along, Mr. Presidemt? It's getting very confusing.

THE PRESIDENT: I think we might go omn.

Q Why don't we make Doughton attend one of these sessions? (laughter)

THE PRESIDENT: I think so. It's a good idea.

Q (aside) We can't fix that now. -

THE PRESIDENT: Now on the -- on the third line from the bottom -—— (see
Page X, 5th line actually) -- there is one thing which is not in the
figures -- the Tables -- that's worth calling attention to -- some=
thing additional.

Speaking of living conditions =- (reading, not literally): "Do
not let us assume from the previous statement that there is no need
for great improvement in the 1iving conditions of a large segment of
our population.”

Now the average of the lower third of our population has been
estimated by some experts for the years 1935 and 193 at (less than)
780 dollars, and that it has gone up in 1942 -- those are calendar

years -- to (1ess than) 1335 dollars. Right?
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Q Is that income, Mr., Fresident?

Q That is income?

THE PRESIDENT: TYes.

Q For a family?

THE PRESIDENT: What?

Q For a family?

THE PRESIDENT: Yes. That's family.

Q What year is that 1335, Mr. Fresident?
THE PRESIDENT: 1935 and 1936 -- No, 1942,

"The Stabilization Program" -- Page XI. And on the last lime in

P g s R el i e HE

that peragraph, ".....limited use of subsidies to stimulate needed

.y

produetion,” 700 million dollars are now being paid -- that is the
annual rate -- based on a narrower definition of subsidies. But it
‘ may be slightly reduced this year. Right?
Q May be slightly what?
THE PRESIDENT: Reduced.
Then down at the bottom of that page (XI, 7th line from the bot-
tom) -- (reading): "The stabilization of incomes and the absorption
of excess purchasing power by fiscal measures are essential for the

success of the stabilization program. I em confident that the Cong-

. il ress will implement that program by adequate legislation increasing
taxation, savings, or both. Thus, we will help to ' pay-as-we-go'
and make the coming peace easier for ourselves and our children."

Q Mr, President, would you discuss that savings a little more, please?
THE PRESIDENT: That what?
Q With reference to savings, what type of legislation on savings?

‘ THE PRESIDENT: Well, one thing Budget wanted, and I wanted, but more
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specifiecally the problem of taxes -- increased taxes and increased
savings, it was perfectly impossible to be too specific, because after
all the legislation is written on the Hill. There are all kinds of
different forms. You can inerease, let us say, the question of sav-
ings., You can do it a number of ways, either by voluntary savings,
where we have this system that is working today pretiy well -- near-
ly up to a billion a month -- or you can have a system of compulsory
savings, or you can have a system of both.

Q You wouldn't need any legislation would you, Mr, President, for volun=-
tary savings?

THE PRESIDENT: No. When you talk about implementing -=--

Q@ (interposing) TYou are talking about forced savings, aren't you, sir?

THE PRESIDENT: Yes.

Q& Wouldn't you consider the Victory Tax a form of forced savings?

THE PRESIDENT: Yes. Savings are best defined by, I suppose -- by the
statement that it is money belonging to an individual which will be
repaid to the individual sometime after the war,

Q Is it your idea, Mr. Fresident, as it is Mr. (James F.) Byrnes's (Econ-
omic Stabilization Director), that the bulk of this projected increase
should be in direct -- in savings rather than in added taxes, that
the great majority of the ---

THE PRESIDENT: (interposing) Probably -- that's the trouble. Tou can't
make a didactic statement like that, because it depends on a comblna-
tion. For instance, one way would be to increase the 5% Victory Tax
to 10%, --- ;

Q (interjecting) Yes.

THE PRESIDENT: (continuing) === or to leave that out and increase the --
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the compulsory, putting in so much a month out of your salary.
There are so many combinations that you can't work out figures on it
until you know what the combination is going I*I:o be.

Q What I mean, Mr., Fresident, is in your own mind on this 16 billion ad-
ditional which you seek next year, =-=-

THE PRESIDENT: (interjecting) Yes.

Q (continuing) =--- would you rather have that in the form of what we have

always called taxes? By that I mean ---

THE PRESIDENT: (interposing) I would say a combination.

Q (contibuing) By that I mean, I want to know where the weight is?
(laughter)

THE PRESIDENT: Well, you will have to ask the Congress that, because they
pass the legislation.

Q I want to know your mind.

THE PRESIDENT: Oh, Yes. You will have to stick to this Message.

Q Would it be wholly a question of the form of the tax? The Treasury ad-
vocated what is known as a spending tax, which has a greater compulsory
feature than the Victory Tax.

THE PRESIDENT: Yes. That’'s another element, another possibility. And there
are several forms of that.

Q How do you like the spending tax?

THE PRESIDENT: What?

Q How do you like the spénding tax?

THE PRESIDENT: I can't tell you because -- because there are some forms I
never heard of. I was talking about it the other day to -- I thinmk it
was Danny Bell (Under Secretary of the Treasury), and he told me that

they had been discussing a brand-new form -- (I had) never heard of it.
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Q How about the sales tax, Mr. President?

THE PRESIDENT: The what?

Q The sales tax?

Q Sales tax?

Q Still s.gni:nst the sales tax?

THE PRESIDENT: Yes. I think there's something about that in here. I don't
lnow whether it's still in or mot. Well now, of course, again, we
can't -- we can't write stories without getting out on a limb. What
is a sales tax? You have got a sales tax today. ﬁrery excise tax
is a sales tax. Smoking a cigaretie -- it's a sales tax, Take a
drink -- it's a sales tax., Demn high, too, a lot of people think.
(1aughter)

Q@ (interposing) To put it emother wey, sir, ---

; THE PRESIDENT: (continuing) On the other hand, just -- just to illustrate
now -- this has got to be off the record, because it's only -- it's
only an illustration of a half-dozen different ways of increasing
sales -- of inereasing excise taxes -- part-way toward a general
sales tax.

Now the illustration is, when I was over on the other side, in

the summer of 1918, the French government gave me ‘what everybody got,
which was a coupon book. And if I went into a restaurant in Paris and
bought & -- say, a two-dollar meal, I hauled out my coupon book and
gave them -- I paid my two dollars becsuse that was -- that was the
cost of the meal -- the price in the restaurant -- I got to take out
my coupon and hand them a coupon egquivalent to two dollars. Now I

paid my two dollarsa.

. I went around to an old print shop on La Rive 'Gauche, and found
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a very, very attractive old print that I had wanted for years and
years, and the price was 50 dollars. And I figured out thatamount
and gave him the coupons. The man said, "Oh, No. Oh, No. That
doesn't apply to luxuries." So I had to pay the 50 dnllérs for the
print, and a 50 -- a 25 dollar tnzf So I paid 75 dollars for that
print.

ﬁpd practically everything had a percentage tax on it. Let us

07l

say a 10 dollar item would have a 10 dollar -- a 10 percent tax on

3— 19~ STren,

it -- you paid 1l dollars. And that extra dollar went to the French
government . Certain things like household utensils, and food, and

a2 gertain amount of clothing you did not have to pay any tax on them;
but you had to hand in a coupon.

Now that's -- that's one way of doing it. There are a good many
other ways. Now some people would call that a sales tax, with the
exemption of -- a general sales tax, with the exemption of certain
things. Other people would say there is no sales tax, it's an exten=-
sion of the present excise taxes.

It's a whole lot of words -- doesn't mean an awful lot, because

in -~ in the essence, both -- both statements are correct. It's a

general sales tax with a whole list of stuff exempted. On ths other

hand, it's en extension of the present excise tax syatam; And it's

as short as it's long. It depends on what paper you write for.

(laughter)
Q On another point, sir, the presept Victory Tax, inasmuch as it is simply
a blanket exemption (??) is in effect a modifying tax on gross income,

rather than a tax based on net income?

i

THE PRESIDENT: Yes, yes.
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Q@ Do you feel a forced savings program that carries the same gross income

prineciple should apply, rather than net and various deductions?

THE PRESIDENT: I think if you can put that a different way, I might agree.

Q You put it the way you want, sir?
THE PRESIDENT: No. We are telking -- (turning to Mr. Lawrence) -- what was

your word? -- ampirieally‘now -=- a good word., {iaughtnr}

Now next, on Page XII -- "Civilian Controls (In Total War)."
(reading, not literally): ™About a little over 400 thousand civilian
employees of the Federal Govermment who are engaged ---"

== third paragraph ---

Pe== in the task of civilian administration for total war. They direct
and schedule war production; handle the procurement of food, munitions,
and equipment for our armed forces and our AlliQs; supervise wartime
transportatian: administer price, wage, rent, labor, and material con=-
trols and commodity rationing; conduet economic and propaganda offens-
ives against our enemies; and do necessary paper work for the armed

forcea.

"Besides these Government em-loyees, millions of men and women

volunteers =-="

I think it's important to draw -- call attention to the fact --
to the mmber of Americans who are working for nothing for the war all

through the country. They deserve a pat on the back.

Now -- (continuing reading, not literally): ™More than a million

-=- last paregraph --
"e-= more than a million, 6 -- approximately three-fifths of all Fed-

eral civilian employees are engaged directly in war production.

N

|
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’ They build and load ships, make guns and shells, repair machines and
equiyment, build arsenals and camps, Bew uniforms, operate airports,
and signal sratnmi. These are the workers in navy yards, arsenals,
storage depots, military airfields, and other operating centers. It

is scarcely ethical to try to make people believe that these workers

¢ T T T

are holding down armchair or unnecessary Government jnhi."

Q What did you have in mind there?

THE PRESIDENT: What?

QG Whom on the Hill did you have in mind there?

THE PRESIDENT: You said it. (laughter)

Q Mr. President, that makes 2 million. The million 6, and the 400 thousand
make 2 million. What do you figure ---

MR. COY: (interposing) About 2 milliom, 850 thousand altogether. You can

z £ind the reference to amother 800 thousand in the Message.

THE PRESIDENT: Yes. We are coming to that.

MR. COY: I was just trying to find it.

THE FRESIDENT: It's about 800 thousand more.

MR. COY: It's less than 850 thousand. On Page XIV you get your totals.

THE PRESIDENT: Then comes this thing (Non-War Expenditures). There 18 no

use reading it. It's the same story about Ho\n‘-iu Expenditures.
Where can we save? Obviously, certain things. It's up to Congress.
They can eliminate certain controls that we have always used.

Then on the top of the next page is what Wayne was talking about.
(reading): MAll counted, there are less than 850 thousand civilian
employees of the Federal Government, including the Postal Service, who
are engaged in these s0 called "non-war" activities.”

1 The Postal Service, incidentally, had 320 thousand employees at

the end of 1942.




ks _ Then comes the Table, showing the reduction in Non-War Expendit-
ures, which I think in the interest of good ethics should be used.
1939 it was 6 billion dollars for them -- six and a half. 1940 it
was 6 billion, 2. In 1941 it was 5 hii.li;-:n, 2, In 1942 it was 5
billion, 125. We estimate this year that it will be 5 billion and
—- what? -- it will be 4 billion, 582 -- this year, 1943. And in

i 1944, the nmext fiseal year, it figures on down to 4 billion, 124, or
a reduction in Non-War Expenditures of 2 billion, 392 million over
the 1939 figure.

Q Pretty good bird-shooting there.
THI‘PRESIDENI': What?
Q Pretty good bird-shooting there.
THE PRESIDENT: Pretty good what?
‘ Q Pretty good bird-shooting there.
MR. EARLY: (interjecting) Bird-shooting.
THE PRESIDENT: Yes. (laughter)
36,7% in 1944, compared with 1939. And of course that has to
inelude that reduction, in spite of the fact that the Veterans' Admin-

istration went up 265 million dollars. And outside of this war, which

as you probably know is just the Veterans of previous wars, the peak
of eare for them -- and they are mostly World War now -- some Spanish
-= won't be reached until April, 1945.

And -- this is not in, but it's just a little human interest
story -- I talked with (Brigadier General Frank T.) Hines two years

ago about the question of building more Veterans' hospitals, thinking

that we would reach our peak of Veterans -- in numbers -- caring for
‘ them -- in five years, Later, Hines and I decided that we ought not
"
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to build any more Veterans' hospitals, but that in L or 5 years we
should crowd up the existing hospitals -- not build any more build-
ings -- because after 1945 they would start to go down-hill.

But of course this war has knocked all those figures into a
cocked hat, and already we are beginning to take care of a very size-
able number of -- of -- of Veterans in the Veterans' hospitals al-
ready -- Veterans of this war. That of course will mount steadily,
and one of the -- part of the planning that we are doing, we are hav-
ing studies made as to the use of these various camps and training
stations, at the end of this war, to take ecare of Veterans. They will
probably take care of even the existing planta.

Q Mr. President, is any part of the Interest on the Public Debt included
in this Table of Non-War Expenditures?

THE PRESIDENT: No, no.

MR. COY: No.

THE PRESIDENT: That is roughly 3 billion.

MR, COY: Parenthetically phrased across the Table, "Excluding Interest and
Statutory Debt Retirement."

Q@ Sorry. I just didn't see 1it.

THE PRESIDENT: Then the last paragraph -- (reading): "The most important

reductions recommended for the coming year relate to work relief and

general public works. Because of present high levels of employment, .

I am able to recommend elimination of the Work Projects Administration.

This action under present conditions does not cast upon the State and

local governments more than the proper burden of financing the relief
1 of those who are unable to work. Expenditures for general public

works will be greatly curtailed. Continuing projects are directly
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related to war needs., Others have been discontinued as rapidly as
this could be done without risking the loss of the 1nruatmnn; al-
ready made. -

"7 shall be glad to cooperate with the Congress in effecting fur=-
ther reductions in 'non-war' expenditures through the necessary revis-
ion of underlying legislation and.in every other way."

0f course, as you all know, the Executive branch is - has re-
ceived a mandate on a great many of these things. Congress has told

us -- Oh, sometime ago -- way, way back -- dozens of years ago -- that

we have to do a tesk; and it brings up the question of -- as to whether

the Congress, in time of war, wants to eliminate -- cut down the thing
drastically, and practically give no money for any of the things that
are on tha‘:tntuta books, or repeal the mandate. I could have cut a
lot of things out, if Congress had repealed the mandate -- I still

can -- but as long as the mandate is on the statute books I have %o
gend in an estimate for it. I can do either omnse. They have got two
ways of doing it. Out out the mandate, or eliminate the appropriation
and leave the mandate on the statute books.

And on the Interest -- Oh, Yes -- the last paragraph -- the para-
graph before =- (reading): "My recommendations contemplate that in
the fiscal year 1944, 96 cents of every dollar expended by the Federal
Covernment will be used to pay war costs and interest on the public
debt, and only 4 cents for all the sO called 'nnn—wﬁr' purposes.”

And then, the Debt is being serviced with interest at about 2%,
compared with the 1919 figure -- the previous war -- of 4.2%. In
other words, less than half.

Is that 1919, Mr. President?

Fi e i e
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THE PRESIDENT: Yes.

Q Could we get a breakdown of the War Expenditures in dollars and cents,
and the amount of the Debt in dollars and cents? That is the service
on it. It's 96 (cents), and 4 (cents) goes in for Non-War. I was
just wondering whether ---

THE PRESIDENT: lintarpouingi’ Just about .

Q [ncntinuingj —= if the 96 (cents) could be broken down?

THE PRESIDENT: I gave you that in the beginning -- 109 billion (dollars)
is the total, of which only 4 billion is for Non-War; 3 billion is for
Interest; and 2 billion is for Corporationm expenditures; ---

0 (interjecting) Oh, Yes.

THE PRESIDENT: (continuing) --- and the other hundred (billion) is for

war, A

Q Mr, President, in this paragraph on Interest (see Page XV), there is a
clause -- the last clause says that under existing legislation it will
be 3 billion dollaers. Can legislation, by incressed taxes or some
other legislation, male it less than 3 billion, or make it go up beyond
3 billion?

THE PRESIDENT: I d:nn‘t know whye.

MR. SMITH: It will be a very large figure, depending upon how the expendit-
ures for fiscal 1944 are financed. In other words, what makes up the
16 billion dollars that you are asking for; how much additional legis-

lation, and how much for borrowing.

Q Mr., President, have you any suggestion as to what you might cut out, if
Congress would repeal the mandate you referred to?

THE PRESIDENT: No. No. I have talked with them individually ebout a dozen

things. As I have said, the white pine blister rust -- 1 mention it

072




e — T S VT T S S T T o e e R e g

073

#874 == 46

again because it's a very good example. I personally happen to be
interested in white pine blister rust, because I grow white pines,

Q (interjecting) That is part of the war effort.

THE PRESIDENT: (continuing) I grow white pines. They won't reach maturity
until my grand-children come along -- a total of about 80 years. But
they may get infected unless -- and ruined so ri; as lumber goes --
long before that, if we take -- take off the Government's supervision
of gooseberries and currants. That's the way it goes, from one to
the other. Well, I suppose a lot of people have nﬁtar even heard of
the white pine blister rust. I think it's entirely a Congressicnal

. thing. That's Democracy. I wouldn't take it out because I'm growing
them,

Q@ Mr, President, did you cut down the amount for the Anti-Trust Division?

MR, COY: (interposing) Yes, ---

THE PRESIDENT: (interposing) Yes. I don't kmow.

MR. COY: (continuing) --- from a million, 8 to -~ is it a million, 57 ==
a million, 6.

Q@ A million, 67

MR. COY: A million, 6.

MR. SMITH: I think it should be pointed out in commeection with this, Mr,
President, that the 4 billion -- that in that 4 billion you have
virtually got 900 million for tﬁﬁ Veterans' Bureau alone. And if you
go through and analyze it, I think you will see that there are a lot
of fixed charges there, and you get down to amall items.

We can increase here and there, and cut probably -- cut the amount
for it, but you get such items as this: We suggested to the Congress,

for example, to pass on a bill which would eliminate the printing of
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a whole raft of annual reports, and that bill happens to be still in
Congress. When you get your analysis, as we have done in these things,
you get those minor changes in policy, or margin changes, with res-
pect to Grants and Aids to the States, for education, for health, for
vocational education, and so forth and so on. You see, you get all
of these Grants and Aids in here.

I know a lot of pecple think that some of these discussions are
phony on these scores, but you can tie them down very definitely to
Congressional legislation, and you have to just submit this end that
proposal to them.

Q Would you say then, sir, that on the basis of existing legislation the
Non-War Expenditures are at a minimum?

THE PRESIDENT: No. No. They can be ecut still further. 7You can cut out
Federal Aid to education in the different States, if you want to.
You can do all kinds of things.

Q (interposing) On the basis of existing legislation?

THE PRESIDENT: (continuing) That is up to Congress.

¢ (4interposing) I said on the basis of existing legislatiomn?

THE PRESIDENT: (continuing) You can cut uutl. cartain trust funds for em-
ployees, =

Q (interposing) But on the basis of existing legislation --=

THE PRESIDENT: (continuing) --- but ﬁ will take legislation, or a fallure
to appropriate, one or the other. Again, I have got a mandate. In
every department we have got all kinds of annual trust funds to set
up because of legislation, and each year we put money into the trust
fund.

Q Mr, President, did you ever think of closing the Shenandoah National

Park? .
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THE FRESIDENT: Yes, sure. Shenandoah, and lots of ‘other places. But,

how much money can we save?

MR. COY: Mr. President, I would like to point out, in that connection,

that the Parks -- National Parks are on a purely maintenance basis,
for the most part.

THE PRESIDENT: (interjecting) Yes.

MR. COY: (conmtinuing) There are a few of them where they are open to the
publie, because of the large number of soldiers being in them.

THE PRESIDENT: And we are trying to use them all we can.

MR. COY: Well, I know about this Shenandoah Park, but I wanted to take all
the Parks and raise the question, and make another point.

THE FRESIDENT: We were talking sbout Yellowstome. I think all the build-
ings at the entrance to Yellowstone are rﬂcuperat:ing places for
wounded soldiers. You can't use 0ld Faithful Inn because, as I =said,
it is a fire trap. I wouldn't put anybody in there -- except
tourists. (laughter)

& Because they consume gasoline and tires, Mr. President?

THE PRESIDENT: What, what?

¢ Because they consume gg.umline and tires, Mr. Fresident?

A

THE PRESIDENT: Yes.
Well, "The Need For Additional Funds" -- (ses Page XV) == we
have talked about so often. It means this 100 billion dollars on war
expenditures is going to contragtors, farmers, and so forth and so
on, putting this huge buying power into the hande of the public.
And it will create inflation unless we use a part of that buying power

to run the war with.

(reading): -- (see Page XVI) -- "Ne cannot hope to increase tax
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collections as fast as we step up war expenditures, or to absorb by
fiscal measures alone all excess purchasing power created by these '
expenditures. We must, therefore, provide a substantial portion of
the needed funds by additional borrowing, and we must also use direct
controls, such as prica‘uuilingu and rationing, for the protection

of the consumer. Nevertheless, the more nearly increases in tax re-
ceipts follow increases in expenditures, the better we safeguard our
financial integrity and the easier the administration of price con-
trol and rationing. All of these measures are inter-related. Each
increase in taxes and each increase in savings will lessen the upward
pressure on prices and reduce the smount of rationing and other
direct controls we shall need.

"The revenue acts of the past 3 years, particularly the Revenue
Act of 1942, have contributed greatly toward meeting our fiscal needs.
In the fiscal year 1944, total general and special receipts under
present law are estimated at 35 billion dollars, or almost six times
those of the fiseal year 1940. But the increase in expenditures has
been even more rapid.

"I believe that we should strive to collect not less than 16
billion dollars of additional funds by taxation, savings, or both,
during the fiscal year 1944.

"On the basis of present leglelation, we expect to meet 34 per-
cent of total estimated Federal expenditures by current receipts dur-
ing the fiscal year 1944. If the objective proposed in this Measage
is adopted, we shall meet approximately 50 percent of expenditures

]

during the fiscal year 1944."
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In other words, what we are trying to do is to get the excess to
the same old figure we mentioned before -- 16 billion dollars addit-
ional.

0 In the second paragraph there, it was estimated 35 billion dollars under
exisying legislation in 194, fiscal, Does that inelude the -- the
estimated wluﬁtary sales of war haﬁrls, sir?

Q RNo.

q No. -

Q How much is that estimated to Dbe?

MR, SMITH: That has no relation to this figure at all.

MR. COY: That would be 10 or 12 (billion).

MR, SMITH: Or 15 billion.

THE PRESIDENT: Around 10 or 12 billionm.

Q On this 16 billion in additional savings or texation, the savings there
would not take the form of voluntary purchases of War Bonds? In
other words, that would not meet the objective?

THE PRESIDENT: No. Something like the 5% Tax -- the Vietory Tax.

Q Mr. President, you want that 16 billion, I take it, primarily from

individuals rather than corporations?

THE PRESIDENT: I wouldn't say that. I think both. I think everybody
ought to contribute.

Q The individuals are the people who have got the money to spend -- to
inflate?

THE PRESIDENT: -Well, corporations do too.

Q Mr. President, have you any suggestions as to what portion of taxes
and forced savings go to make up this 16 billion?

‘ THE PRESIDENT: No. You see, that's the thing, as I said before -~ the

R
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thing so dovetails in. There are so many new plans being talked about
you can't be specific, unless you break down each and make a°hard and
fast alinnntion -- a Tuling -- either before or after the Congress

has had time to study it., And if the Congress decides on one thing -~
the specific amount -- that has got to be related because of the

other things in the same tax bill. |

Q Does that mean, Mr. President, that the Secretary of the Treasury has
abandoned early plans for an additional 6 billion dollars in taxes,
which I believe he announced in November? Has that been abandoned?

THE PRESIDENT: Oh, Yes, that's out of date.

Q That's out of date.

Q Mr. President, may we properly say "forced" savings? Is that a fair
statement? You say taxation. May we say "forced" savings, or "com-
pulsory™?

THE PRESIDENT: Well, you see, there are so many different kinds. TYou have
the 5% -- 5% Vietory Tax.

Q I am trying to differentiate between voluntary purchases and obligations,
and some type of compulsory. I am not trylng to raise any other ques-
tion at all, We have got to write these stories.

THE PRESIDENT: (interjecting) And it's damn hard, God knows.

0 (eontinuing) Is there any difference between. voluntary end forced sav-
ingsa? |

THE PRESIDENT: My own opinion is that we will probably -- this 1s just
guess on my part -- we will use both methods.

Q Thank you.

@ In connection with tha_lb billion dollar figure, I believe you said a

moment ago that voluntary purchases of that much War Bonds would not
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meet the objective?

THE PRESIDENT: (interjecting) No.
Q (continuing) So it would hardly be voluntary savings; therefore, it must

be forced or compulsory savings?

THE PRESIDENT: It will always be a continuation of voluntary savings, as
voluntary as -- take a simple figure -- Yes -- voluntary savings --
this 16 billion. Now if we put in some form of compulsory savings,

that 16 billion figure is going to drop way down. Therefore, we have

to deduct that -=--

Q@ (interjecting) That's right.
THE PRESIDENT: (contimuing) --- from the total of the objective. We can

no longer count it as 16 billion.
Q@ Isn't that the fear, sir, of what is going to happen to the War Bond

sales now, with the Victory Tax in effect?

ra ey R et e i i WS
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THE PRESIDENT: Yes, yes. That's true.
MR. SMITH: Mr. President, might I say that in terms -- if you think of it

as a refundable tax, it means virtually the equivalent of any of these

other terms?

THE PRESIDENT: That's another way of putting it.
Q Well, Mr, President, would we be wrong if we saidl that the President recom-

mended 16 billion dollars in additional taxes?
THE PHESIDENT: Savings.
Q Savings of both enforced and voluntary?
¢ No.
Q No, nn;
THE PRESIDENT: No. They wouldn't.

Q Savings on some compulsory basis?
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2 Q Cash and refundable taxes?
THE PRESIDENT: Just for example, as Harold says, the Victory Tax refund

part of it ---
Q (interposing) I am referring only to savings, Mr, Fresident, not taxa-

tion. I assume all the savings will be returned to the person who

made the saving.

E
¥
k-
.
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THE FRESIDENT: (interjecting) Yes.
Q (continuing) But it seems to me that in so far as savings meke up part
of this 16 billion dollar figure, they would have to be compulsory,

or forced, or refundable; in any wise, not voluntary?

THE PRESIDENT: That's right. That's right. That's what I was driving
ﬂt- ';

Q The only way you can get compulsory savings is through a refundable

1] tax?

THE PRESIDENT: (laughing) Yes.

o .
i 2 Ll A L

Now just one -- one other thing, which Wayne called my attention
to, and that is: it's not anything new in legislation to have some
form of compulsory legislation. Part of the Vietory Tax ---

Q (interposing) We are not trying to get you on the "spot." We are just .

trying to write these atories. 4
THE PRESIDENT: I am trying to get it clear in my own mind. The Victory '
Tax is already on the statute books.
Q@ (interjecting) Yes, sir.
THE PRESIDENT: (continuing) Well, that's a portion of it ---
Q (interjecting) Yes, sir. |
THE PRESIDENT: (continuing) --- which is refundable. The other part of it

‘ is'a tax that you don't get back.
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' Q (interjecting) TYes, sir.

THE PRESIDENT: (econtinuing) Of course the principle of compulsory savings
-- that's the refundable part ---
Q¢ (interposing) I wasn't raising that pert at all,

THE PRESIDENT: (interjecting) TYes.

Q (continuing) We have got to meke up our minds on what to call it.

T TR T T

MR. SMITH: The difficulty is that these various terms have been used for
some time, both forced savings and compulsory savings.

Q What term would you prefer, Mr. Smith?

MR. SMITH: You can use any of them, but it's really a refundable tax --
(laughter) -- it's really a refundable tex. It has got to be a part
of the tax bill, though it isn't compulsory -- if you want to put it
that way. |

. Q In other words, sir, ars you going to take money away from people by
law, and give it back to them by law, rather than ask them ===

THE PRESIDENT: (interposing) You can make them give it up by law, and
then you have the two things that happen: either they never get it
back, or they do get it back. (laughter)

QC Refundable savings, Mr. President?

THE PRESIDENT: What?

Q Would you call these refundable savings, Mr. Fresident?

THE PRESIDENT® Yes. Refundable savings.

Q Automatic éuwingl?

THE PRESIDENT: Well, of course -- of course, as I said at the -=- putting
it in very, very layman language, we are trying to pay for half of the
wyar in this coming year, instead of a third of it -- a little over a

' third, And a portion of that money that goes =-- 50% -- that goes
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for paying the war will go back to the people who put up the money.
That's the sasiest way of putting it. It's awful layman stuff, but
the average fellow will know that we have got a new objective. In-
stead of paying for a third of the war as we go along -- instead of
paying for a half of the war as we go along, some of the money that
comes into the Treasury would pay for helf of the war. Some of it
will go back, and some of it won't.

W 'Hr. President, this return of the money will be over a period of years
after the war?

THE PRESIDENT: Yes, yes, yes.

@ Mr, President, on the next page (see Page XVI, last paragraph), you say
there that we can't ask Congress to impose national burdens on the
lower income unless the taxes on higher and very large incomes are
made fully effective. Are you referring there to tax-exempt funds?

THE PRESIDENT: That is one of the things I am referring to.

Q (interposing) Also referring to ---

THE PRESIDENT: (continuing) In other words, I didn't put it in because
it's sort of an ;1d atory. I mever got anything out of the Congress
yet, yet I have been asking for it ; long time. I still think that i%
isn't a good thing to have the City of Pnugﬁkeepaia, or the State of
New York, or Merriweather County, {ssue tax-exempt bonds. The average
fellow doesn't buy. It's the "savvy" fellow that kmows how to go and
get them, And I still think on future issues -- I have never gone S0
far as some other people have, asking for them -- of including new
income tax rates, and interest on bonds that have already been issued.

Q@ You also had the 25 thousahd dollar limitation in mind when you wrote

that sentence?

082
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THE PRESIDENT: Yes. Yes -- it isn't though. You're wrong. I didn't have
the 25 thousand limitation -- I had the 67 thousand, 200 dollar =---

Q (interjecting) Excuse me.

THE PRESIDENT: (continuing) --- limitation in mind. (1aughter)

Q .If it becomes a tax limitation then, the principle is different, isn't

1t, Mr, President?

THE PRESIDENT: Wait a minute nowl (laughter)

Q lr. President, did you bave that limitation in mind as to all income,
rather than just wages and salaries now?

TEE PRESIDENT: I think it ought to go on all income. I frankly don't see,
in time of war, which is a real danger to the -- to the existence of
the nation, why anybody needs net in their pockets more than 25 thousand
dollars a year for the balance of this war.

Q How would you apply that, sir, %o Government bonds already issued?

THE PRESIDENT: Well, we haven't issued any tax-exempt bonds for ‘a long
time. Government bonds that have been issued in the last -- what? --
six or seven years have not been tax-exempi.

Q The man who has a hundred thousand in taxes, he is getting local ftax-
exempt. How are you going to reach him? .

THE PRESIDENT: You can't, without legislation. I don't think -- I don't

-

think we can apply it to the old bonds. I have been -- I ha+a been
tryi;g to be perfectly fair about it, applying it only to the future
issues.

Oh, and then there are other things in here which we all know
about, and have talked about a 1ot before -- depletion reserves of
oil-wells, and certain -- certain taxes in Western States where you

can put it on a -- on a family basis instead of an individual basis.
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Q Mr. President, “-. g0 back to that pay-as-you-go thing which we discussed,
18 it clearly established, have you asked the Treasury to try and work
out the "bugs" in that Ruml Plan, and present some program altogether
on a pay-as-you-go basis?

THE PRESIDENT: No. It's one of those things that's beyond my comprehensionm,
in the first place., It's up to the experts. They have got t;:l.l the ex-
perts, and two committees. And the Treasury Department and the Budget
-= they are all working on it.

Q In other words, you have in mind joint returns?

THE PRESIDENT: What? Yes, =--

Q (interposing) In other words, ---

THE PRESIDENT: (continuing) --- in certain States. \

@ (continuing) --- it is more or less safe to assume that Congress will pass

a Ruml Plan, whether lmown by that name or something else, before very

much longer, isn't 1t? It may not be called that.
THE PRESIDENT: I can't say anything on that off the record, ---

Q (interposing) Yes, off the record.

THE PRESIDENT: (continuing) --- I mean on the record; but off the record
there are -- I think there is a real desire on the part of Congress to
put in some kind of pay-as-you-go provision, as long as 1% doesn't
take too much money out of the Treasury.

Q Mr. President, the Treasury suggested the plan last year -- the Ruml
Plan. _ : 4

THE PRESIDENT: Yes. ,
Q Mr, President, is it our understanding that all of this discussion, ex-

cept what you specifically said was off the record, we can attribute

to you, just as if it was a :mmal Press Conference?

. 1




THE PRESIDENT: I think so.

MR. EARLY: What?

THE PRESIDENT: You had better check up with your colleagues, and with the
telephone number of the Director of the Budget.

Q Mr, President, are you calling this the "Vietory Budget"?

THE PRESIDENT: No. It's just "Annual Budget."”

Q Mr. President, =-=

Q (interposing) Thank you, Mr. President.

Q (interposing) Thank you, Mr. President.

(eontinuing) --- on Page XVIII here, the first sentence I want to get
very clear. You mean there -- you say, "The economic stabilization
program, although born of war necessity, will greatly facilitate post-
war reconstruction.”

THE PRESIDENT: (interjecting) Yes.

Q@ (continuing) Now do you mean to infer by that that you hope to retain

present economic wartime controls after the econclusion?

THE PRESIDENT: No, no. I will tell you exactly what I mean by that. If
prices at the end of this war were to be as much out of line as they
were in 1919, we would have a great many more troubles -- as we did
in 1920 and 1921 -- than we will have at the end of this war, if we
can keep prices approximately at their present levels.

VOICES: Thank you, Mr. President! (laughter)

THE PRESIDENT: Have a good time! I'm glad I don't have to write a piece
on this!

§ You're lucky.

Q You're fortunate.

K iy 1 g Ll
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(the Seminar adjourned at 1.08 P.M,,

EW.T. ,

(an extra copy for Harold Smith,

‘Director of the Budget)

(Notebook PC-XII - Page 33 = JR)
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BUDGET MESSAGE OF THE PRESIDENT

To the Congress of the United States:

I am transmitting herewith a war Budget exceeding 100 billion
dollars for the fiscal year beginning July 1, 1943. Last year I called
the Budget an instrument for transforming a peace economy into a
war economy. This Budget presents the maximum program for
waging War.

We wage total war because our very existence is threatened.
Without that supreme-effort we cannot hope to retain the freedom
and self-respect which give life its value.

Total war is grim reality. It means the dedication of our lives
and resources to a single objective: Victory.

Total war in a democracy is a violent conflict in which everyone
must anticipate that both lives and possessions will be assigned to
their most effective use in the common effort—the effort for com-
munity survival—Nation survival. .

In total war we are all soldiers, whether in uniform, overalls, .or
shirt sleeves.

BupgeTing FoR Toran WaRr
WAR EXPENDITURES

The huge and expanding rate of war expenditures shows our
determination to equip our fighting forces and those of our Allies with
the instruments of war needed for victory. Monthly expenditures for
war purposes amounted to 2 billion dollars just after Pearl Harbor;
they now exceed 6 billion dollars and they will average more than 8
billion dollars a month during the fiscal year 1944. For the whole of
the current fiscal year total war expenditures are now estimated at 77
billion dollars; for the next fiscal year, at 100 billion dollars. These
estimates include the net outlays of Government corporations for
war purposes and assume only a small rise in prices.

Victory cannot be bought with any amount of money, however
large ; victory is achieved by the blood of soldiers, the sweat of working
men and women, and the sacrifice of all people. But a 100-billion-
dollar expenditure program does reflect a national effort of gigantic
magnitude. It calls for vision on the part of those in charge of war
production, ingenuity of management, and the skill, devotion, and
tenacity of the men on the farms and in the factories. It makes

v
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possible the expansion of our armed forces necessary to offensive
operations, the production of planes and munitions to provide un-
questioned superiority, and the construetion of ships which will make
it possible for us to strike at the éenemy wherever he may be. It re-
flects the determination of the ecivilians to “pass the ammunition.”
Moreover, consumers’ goods and services will have to be produced in
an amount adequate to maintain the health and productivity of the
civilian population. And all of this will have to be done while we are
withdrawing millions of men from production for service in the armed
forces.

Some persons may believe that such a program is fantastiec. My
reply is that this program is feasible. If the Nation's manpower and
resources are fully harnessed, I am confident that the objective of this
program can be reached, but it requires a complete recognition of the
necessities of total war by all—management, labor, farmers, con-
sumers, and public servants—regardless of party.. Production short
of these military requirements would be a betrayal of our fighting men.

This Budget does not include the detailed estimates of war expendi-
tures which would reveal information to our enemies. An additiona’
reason for such action at this time is that rapid developments on far-
flung battle fronts make it impossible to submit a detailed war Budget
for a year ending 18 months hence. I shall continue, however, to re-
port. on the broad categories of war expenditures. The following
table summarizes our present estimates of war expenditures from
general and special accounts and by Government corporations.

Estimales of folal expenditures for war, fiscal years 1948 and 19844
| Billiens]

Object of expenditure

Military and civilinn pay, subslstencs, and travel

R O e e
Other ponstruction 1

Other, including sgriculiural lond-leaso

Tihis spring I shall submit the necessary information upon which the
Congress can base war appropriations for the fiscal year 1944, In the
meantime there are available about 170 billion dollars of unspent war
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appropriations and authorizations; about two-thirds of this amount
is already obligated or committed. Further appropriations will scon
be needed to permit letting of contracts with industry for the next
Fm' i #

THE PROCUREMENT OF MUNITIONS

Total mobilization of all our men and women, all our equipment,
and all our materials in a balanced production program will enable us
to accomplish the production goals underlying this war Budget.

Manpower.—Marked progress has been made in mobilizing man-
power. In spite of the increase in the armed services, industrial
production rose by 46 percent, and agricultural production by 15
percent between calendar years 1940 and 1942. Industrial produc-
tion has not been delayed and crops bave not been lost because of
lack of manpower except in a few isolated cases. More than 10 million
people have been added to the employed or the armed forces
since the symmer of 1940, 7 million of whom were unemployed and
more than 3 million of whom are additions to the Nation’s labor and
armed forces. .

Manpower mobilization is now entering a much more difficult
phase. During the calendar year 1943 approximately 6 million
people will be needed above present requirements for the armed
services and war production. This number can be obtained by
transferring from less essential work, and by drawing into the work-
ing force people who have not recently sought employment. Vigor-
ous action is required to mobilize and train our reserve of women and
young people, to accelerate the transfer of workers to essential indus-
tries, and to reduce harmful turn-over and migration of workers in
essential industries. It also requires prevention of labor hoarding and
elimination of hiring restrictions based on sex, creed, or race. I re-
iterate my previous recommendation for a unified and adequate re-
habilitation service to make available a million persons for war in-
dustry and to restore to civil employment persons who are being
disabled in the armed forces, :

Manpower needs of the armed forces and of war production during
the calendar year 1943 can be met without impairment of essential
civilian requirements. I stress the important distinetion between
wesgential requirements” and the thousand and one things that are
nonessentials or luxuries. The production of these nonessentials
wastes manpower at a time when careful economy and greater effi-
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ciency in the use of our manpower resources is imperative. Private
thought and public discussion of this subject are very necessary.

Equipment.—Were it not for an unprecedented program of conver-
sion and the building up of a new war industry during the past two
and one-half years, we could not oxpect to fulfill the war-production
program outlined in this Message.

Some progress, but not enough, has been made in spreading war
contracts more widely among medium-sized and smaller plants.
Further efforts are necessary. In certain cases, of course, saving of
manpower and materials requires concentration in those plants best
equipped to produce a given commodity.

Materials.—Furthermore, war production is limited by our supply
of raw materials. The available materials must be transformed into
the maximum of striking power. The production of less urgent
or the wrong quantity of items, or poor scheduling of production in
any single plant or in the munitions program as a whole, results in
waste of precious materinls, The Nation's war production must be
so scheduled that the right items are produced in the right amounts
at the right time.

War contracts—The procurement program must achieve maximum
production with minimum waste and with the speed essential in time
of war. This is the controlling objective not only for the original
negotiation of contracts but also for the renegotiation required by
" law. The law provides for the prevention or recapture of excessive
profits, thus supplementing and reinforcing the objectives of the
excess-profits tax. I believe that control of the costs of production
is of equal importance.

The proper negotiation and renegotiation of contracts must strive
to reconcile the avoidance of excessive profits with the maintenance
of incentives to economical management.

FARM AND FOOD FREOGRAM

Food is & primary weapon of war. An adequate food supply is,
therefore, a basic aspect of a total war program. I have placed in
the hands of the Secretary of Agriculture full responsibility for deter-
mining and fulfilling the food requirements in this war. Our agri-
cultural production is larger than ever in our history but the needs of
our armed services and our Allies are so great that a shortage of certain
foods is inevitable. The production of the less-needed commodities
must be reduced, while the production of commodities for war and
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essential civilian use must be increased. Itis imperative also that this
increased demand for food be adjusted to available supplies. There
will be sufficient volume in our bill of fare but less variety. That may
hurt our taste but not our health.

. To facilitate this program, I am recommending appropriations for
Aids to Agriculture totaling 837 million dollars for the fiscal year 1944,
Among the major items included in the 837-million-dollar‘total are 400
million for Conservation and Use of Agricultural Land Resources; 194
million for Parity Payments on the 1942 crops; and 96 million for Ex-
portation and Domestic Consumption of Surplus Commodities. Other
large items included are 64 million dollars for payments under the
Sugar Act; 38 million for the Farm Security Administration; and 31
million for reductions in interest rates on farm mortgages.

Prior to the 1943 appropriation acts, annual appropriations for
parity payments were made & year in advance of actual need, and
acreage allotments for the year ahead were used as a factor in deter-
mining payments on the crops of the current year. In the 1943
Budget and appropriation acts, provisions were made to insure that
all factors used in determining the amount of parity payments on
the crops of a given year would pertain to the program of that year.
Also, to bring this item into conformity with our general budgetary
practice, the annual cash appropriation for parity payments was
omitted, but the Secretary was authorized to incur contractual
obligations assuring the cooperating producers of cotton, corn, wheat,
rice, and tobacco that such payments would be made, if and as
necessary, on their 1942 crops.

The appropriation now requested, therefore, is simply the amount
estimated to be necessary to compensate the producers of corn, wheat,
and certain minor types of tobacco for the disparity between the market
returns from the normal yield of their 1942 allotted acreage and the
parity price return from that production. It is expected that no
parity payments will be necessary on the 1942 crops of cotton, rice,
and most types of tobacco.

Since the established national policy is to assure the cooperating
producers of these basic crops parity prices on the normal yields of
their allotted acreages, I am again recommending that the authority
to ineur contractual obligations for such payments on future crops be
renewed.

On the other hand, I am recommending & reduction of 50 million
dollars in the appropriation for Conservation and Use of Agricultural
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Land Resources. I am also directing the Secretary of Agriculture to
- utilize the 400 million dollars still provided under this heading as
fully and effectively as the basic law will permit to encourage greater k'
production of the crops essential to the war effort. This fund will i
not be used for restriction of production except of less-needed crops. - 4
Payments will be made only to those producers who comply fully in .
T . their plantings with the stated war-production goals.

For Exportation and Domestic Consumption of Agricultural Com-
modities the Budget includes only the permanent annual appropria-
tion of 30 percent of customs revenues provided by law, plus reappro-
priation of unobligated balances. The food-stamp plan, which is a .
major item of the current program, will be discontinued shortly. 1
Although other items such as school lunch and school milk projects
and the direct distribution of surplus commodities are somewhat
expanded, there will be an over-all reduction of about 30 million -

" dollars.
Provision for operations under the Farm Tenant Act and for Loans, _
Grants, and Rural Rehabilitation are continued on about the same y
/ . level as for the current year. Small farms, like other small war plants, ;
| must be encouraged to make o maximum contribution to the war. I b
hope the Congress will give as much sympathetic consideration to
l these smaller and poorer farmers as it has given to the smaller and
poorer industrial concerns.

Because no one can immediately foresee all the needs we may
encounter in fulfilling our essential war requirements for agriculture,
various loan and purchase operations, invelving contingent liabilities
which cannot be exactly predetermined, may be necessary. . ‘1’

CIVILIAN CONSUMPTION 3

In spite of a 100-billion-dollar war program, civilians can be sup-
plied with an average of about $500 worth of goods and services during
the next year. This implies an average reduction of almost 25 per-
cent in civilian consumption below the record level of the calendar year
1941. Even then most of us will be better fed, better clothed, and
better housed than other peoples in the world. Do not let us assume
from that statement, however, that there is no need for great improve-
ment in the living conditions of a large segment of our population.

"a,_ It is the responsibility of the Government to plan for mare pro-
\ duction of essential civilian goods and less of nonessential goods.
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Production and distribution of goods should be simplified and stand-
ardized ; unnecessary costs and frills should be eliminated., Total war
demands simplification of American life. By giving up what we do not
need, all of us will be better able to get what we do need.

" In order to distribute the scarce necessities of life equitably we are
rationing some commodities. By rationing we restrict consumption,
but only to assure to each civilian his share of basic commodities.

The essentials for civilian life also include a good standard of health
and medical service, education, and care for children in wartime as
well as in peace.

THE BTABILIZATION PROGRAM

We must assure each citizen the necessities of life at prices which
he can pay. Otherwise, rising prices will lift many goods beyond his

reach just as surely as if those goods did not exist. By a concerted

effort to stabilize prices, rents, and wages we have succeeded in keeping
the rise in the cost of living within narrow bounds. We shall con-
tinue those efforts, and we shall succeed. By malking effective use of
all measures of control, we shall be able to stabilize prices with only a
limited use of subsidies to stimulate needed production.

Some would like to see the controls relaxed for this or that special
group. They forget that to relax controls for one group is an argu-
ment to relax for other groups, thereby starting the cost-of-living
spiral which would undermine the war effort and cause grave post-
war difficulties. Economic stabilization for all groups—hot for just
the other fellow—is the only policy consistent with the requirements
of total war. I have read of this bloc, and that bloe, and the other
bloc, which existed in past Congresses. May this new Congress
confine itself to one bloc—a national bloe.

Stabilization goes beyond effective price control. Under war con-
ditions a rise in profits, wages, and farm incomes unfortunately does
not increase the supply of goods for civilians; it merely invites the
bidding up of prices of scarce commodities. The stabilization of
incomes and the absorption of excess purchasing power by fiscal
measures are essential for the success of the stabilization program.
I am confident that the Congress will implement that program by
adequate legislation increasing taxation, savings, or both. Thus,
we will help to “pay as we go” and make the coming peace easier for
ourselves and our children.
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CIVILIAN CONTROLS IN TOTAL WAR

MEREFRISL W S .

Total war requires nothing less than organizing all the human and
material resources of the Nation. To accomplish this all-out mobi-
lization speedily, effectively, and fairly we have had to adopt exten-
sive controls over civilian life. We use the Selective Service System
to man the armed forces. We are systematizing the movement of
labor to assure needed manpower to war industries and agriculture.
We regulate prices, wages, salaries, and rents; we limit consumer
credit; we allocate scarce raw materials; and we ration scarce con-
sumer goods—all to the end of providing the materla,ls of war and
distributing the sacrifices equitably.

Such regulations and restrictions have conlphcated our daily lives.
We save rubber, metal, fats—everything: We fill out forms, carry
cOUpoOns, AnsSwWer questrionnuires. This is all new. We hlwa over-
done it in many cases. By trial and error we are learning simpler
and better methods, But remember always that reaching the objec-
tive is what counts most. There is no easy, pleasant way to restrict
Y the living habits—the eating, clothing, heating, travel, and working .
] habits—of 130 million people. There is no easy, pleasant way to 5

wage total war. 8
IL About 400,000 civilian employees of the Federal Government are [
: engaged in the task of civilian administration for total war. They t
direct and schedule war production; handle the procurement of food,
i munitions, and equipment for our armed forces and our Allies;
supervise wartime transportation; administer price, wage, rent, labor,
and material controls and commodity rationing; conduct economic
b and propaganda offensives against our enemies; and do necessary
‘ paper work for the armed forces.
& Besides these Government employees, millions of men and women
. volunteers—who draw no pay—are carrying out tasks of war admin-
. istration, many of them after long hours at their regular occupation.
e These patriotic citizens are serving on draft boards, on war price and
ration boards, in the civilian defense organization, the war bond
campaign, and many other activities. They deserve the gratitude of
their countrymen.

More than 1,600,000—or approximately three-fifths—of all Federal
civilian employees are engaged directly in war production. "I‘heur,r
build and load ships, make guns and shells, repair machines and equip-
ment, build arsenals and camps, sew umfnrms, operate airports and

e Sl acie iRl e e e
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gignal systems. These are the workers in navy yards, arsenals,
storage depots, military airfields, and other operating centers. It is
scarcely ethical to try to make people believe that these workers are
holding down armchair or unnecessary Government jobs.

This huge organization, created overnight to meet our war needs,
could not be expected to function smoothly from the very start.
Congressional committees and many individuals have made helpful
suggestions. Criticism is welcome if it is based on truth. We will
continue our efforts to make the organization more fully effective.

Compensation of Federal employees.—Last month the Congress took
temporary and emergency action, which will expire April 30, 1943,
relative to compensation for Federal employees. The legislation re-
moved inequities, lengthened the workweek to conserve manpower,
increased payment for longer hours, and provided bonus payments
for certain employees. The pay increases should be met largely by
reducing the total number of employees proportionate to the increase
in the workweek.

In the present appropriation requests and expenditure estimates
for the fiscal years 1943 and 1944, no allowance has been made for any
cost increase resulting from the adjustment in Federal salaries.

The problems of Federal salary administration need further study
in the early days of the new Congress for enactment of more permanent
legislation for the duration of the war.

“NONWAR'’ EXPENDITURES

I am making recommendations in the usual detail for so-called
“nonwar” appropriations for the fiscal year 1944. This classification
includes the same items as in former years.

Actually, the “nonwar” classification now has little, if any, meaning.
Most of these expenditures are related to the war effort and many
are directly occasioned by it. This “nonwar” category includes,
for instance, expenditures for war tax collections, for budgeting,
disbursing, and auditing war expenditures, and for statistical and
scientific services to war agencies, It includes also such items as
the control of white pine blister rust, which I recently discussed.
Expenditures for controlling this threat to our timber resources are
necessary to avoid possible loss of millions of dollars in lumber from
trees which require more than 50 years to reach maturity.

Xim
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All counted, there are less than 850,000 civilian employees of the
Federal Government, including the Postal Service, who are engaged in
these so-called “nonwar" activities. :

A few weeks ago I transmitted to the Congress a comprehensive
report on “nonwar” expenditures during the past decade. This
document demonstrated the important reductions which had been
made in these expenditures, especially since the start of the defense
program.

The following table summarizes reductions analyzed in the report,
to which it is now possible to add revised estimates for the fiscal year
1943 and estimates for 1944 as developed in this Budget.

“Nanwar" expenditures, fiscal years 1958-44
(Excluding inlerest and slatulory debl relirement)

[Millions]

¥’ Tatal non- | Reduction
Fizeal year WaT pX- below
penditures 1938

e R e o e e e g et POBIS | e
L e s et i B o M B A e e e = 6, 24A M0
D e e e 5 208 1,218
LV e e o e e L e 5 125 1,301
13 festimated) . ... _. O e e e A L e 4, 582 1,84
g e T | s O SO S G 4,124 2,30

The table shows a reduction of 36.7 percent in “nonwar” expenditures y
in the next fiscal year compared with 1939. In appraising these re- _
ductions, it should be borne in mind that large items, such as vet- -

_ erans’ pensions and social-security grants, are controlled by legal or i
B = other commitments. In fact the outstanding increase for the fiscal i
year 1944 is for the Veterans' Administration, for which expenditures i
are estimated at 879 million dollars, or 265 million dollars higher
than in the current year. Most of the increase is for insurance for
our fighting forces in the present war,
The most important reductions recommended for the coming year
relate to work relief and general public works. Because of present
high levels of employment, I am able to recommend elimination of
the Work Projects Administration. This action under present condi-
tions does not cast upon the State and local governments more than
the proper burden of financing the relief of those who are unable to
work. Expenditwres for general public works will be greatly curtailed.
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Continuing projects are directly related to war needs. Others have
been discontinued as rapidly as this could be done without risking the
loss of the investment already made.

I shall be glad to cooperate with the Congress in effecting further
reductions in “nonwar’’ expenditures through the necessary revision
of underlying legislation and in every other way. It should be pointed
out to the Congress and to the Nation, however, that we are fast
approaching the subsistence level of government—the minimum for
sustaining orderly social and economic processes—and that further
reductions will necessarily be of much smaller magnitude than those
already achieved.

My recommendations contemplate that in the fiscal year 1944,
96 cents of every dollar expended by the Federal Government will be
used to pay war costs and interest on the public debt, and only 4
cents for all the so-called “nonwar’ purposes.

INTEREST

War financing has raised the requirement for interest on the public
debt from 1,041 million dollars in 1940, the fiscal year before the de-
fense program started, to an estimated 1,850 million dollars for the
current year and 3,000 million dollars for the fiscal year 1944 under
existing legislation.

Fivancivg Toran War
THE NEED FOR ADDITIONAL FUNDS

Financing expenditures which will exceed 100 billion dollars is a
task of tremendous magnitude. By meeting this task squarely we
will contribute substantially to the war effort and clear the ground for
successful reconstruction after the war. An adequate financial pro-
gram is essential both for winning the war and for winning the peace.

Financing total war involves two main fiscal problems. One
problem is to supply the funds currently required to pay for the war
and to keep the increase in Federal debt within bounds. The second
problem is caused by the disbursement of 100 billion dollars & year to
contractors, war workers, farmers, soldiers, and their families, thus
adding many billions to the peoples’ buying power, at a time when the
amount of goods to be bought is declining steadily. A large portion
of this excess buying power must be recovered into the Treasury to
prevent the excess from being used to bid up the price of scarce goods
and thus undermine the stabilization program by breaking price
ceilings, creating black markets, and increasing the cost of living.
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We cannot hope to increase tax collections as fast as we step up

war expenditures or to absorb by fiscal measures alone all excess
_purchasing power created by these expenditures. We must, therefore,
provide a substantial portion of the needed funds by additional bor-
rowing, and we must also use direct controls, such as price ceilings
and rationing, for the protection of the consumer. Nevertheless, the
more nearly increases in tax receipts follow increases in expendi-
tures, the better we safeguard our financial integrity and the easier
the administration of price control and rationing. All of these meas-
ures are interrelated. KEach increase in taxes and each increase in
savings will lessen the upward pressure on prices and reduce the
amount of rationing and other direct controls we shall need.

The revenue acts of the past 3 years, particularly the Revenue Act
of 1942, have contributed greatly toward meeting our fiscal needs.
In the fiscal year 1944, total general and special receipts under present
law are estimated at 35 billion dollars, or almost six times those of the
fiscal year 1940. But the increase in expenditures has been even
more rapid.

I believe that we should strive to colleet not less than 16 billion
dollars of additional funds by taxation, savings, or both, during the
fiscal year 1944.

On the basis of present legislation, we expect to meet 34 percent of
total estimated Federal expenditures by current receipts during the
fiscal year 1944, If the objective proposed in this Message is adopted,
we shall meet approximately 50 percent of expenditures during the
fizcal year 1944, - ¥

THE NEED FOR A BALANCED AND FLEXIBLE REVENUE BEYSTEM

I hope that the Congress in working out the revenue program will
consider that the fiscal measures must be designed not only to provide
revenue, but also to support the stabilization program as well by
deterring luxury or nonessential spending. The cost of the war should
be distributed in an equitable and fair manner. Furthermore, care
should be taken that the fiscal measures do not impair but actually
promote maximum war production. Finally, it is more important
than ever before to simplify taxation both for taxpayers and for those
- collecting the tax, and to put our taxes as far as feasible on a pay-as-
you-go basis.

I cannot ask the Congress to impose the necessarily heavy financial
burdens on the lower and middle incomes unless the taxes on higher

e ——
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and very large incomes are made fully effective. At a time when
wages and salaries are stabilized, the receipt of very large net incomes
from any source constitutes a gross inequity undermining national
unity.

Fairness requires the closing of loopholes and the removal of in-
equities which still exist in our tax laws. I have spoken on these
subjects on several previous occasions.

The Congress can do much to solve our problem of war finance
and to support the stabilization program. In the past, wars have
usually been paid for mainly by means of inflation, thereby shifting
the greatest burden to the weakest shoulders and inviting post-war
collapse. We seek to avoid both. Of necessity, the program must
be harsh, We should remember, however, that it is a war for exist-
ence, and not taxation, which compels us to devote more than one-
half of all our resources to war use. An effective program of war
finance does not add to the total sacrifices necessitated by war, but
it does assure that those sacrifices are distributed equitably and with
a minimum of friction.

We should remember, furthermore, that helping to finance the war
is the privilege mainly of those who still enjoy the receipt of incomes
as civilians during the war. It is a modest contribution toward victory
when we compare it with the contribution of those in the fighting
forces.

By the end of the current fiscal year, the public debt will total 135
billion dollars. By June 30, 1944, it will be aliout 210 billion dollars
under existing revenue legislation. Before the present debt limit of
125 billion dollars is reached, the Congress will be requested to extend
that limit. To do this is sound, for such a debt can and will be
repaid. The Nation is soundly solvent.

PrepariNGg FoR TorAL VICTORY

Preparing for total victory includes preparing the base on which
a happier world can be built. The tremendous productive capacity
of our country, of all countries, has been demonstrated. Freedom
from want for everybody, everywhere, is no longer a Utopian dream.
It can be translated into action when the fear of aggression has
been removed by victory. The soldiers of the fighting forces and
the workmen engaged in military production want to be assured that
they will return to & life of opportunity and security in a society of
free men.




Vi THE BUDGET FOR FISCAL YEAR 1944 {

The economic stabilization program, although born of war necessity,
will greatly facilitate post-war reconstruction. A deternfined policy-
of war taxation and- savings will aid in making post-war problems _,
manageable by reducing the volume of additional borrowing and sup- ~
porting the stabilization program, Because of the unavoidable mag-. -
nitude of interest-bearing debt, taxes probably will never revert to
their pre-war level. But substantial reduction from the war level
will, nevertheless, be possible and will go hand in hand with a greater
human security if the underlying fiscal structure is kept sound.

I shall be happy to meet with the appropriate committees of the
Congress at any and all times in regard to the methods by which they
propose to attain the objectives outlined in this Message. We are
at one in our desire quickly to win this war and to avoid passing on
to future generations more than their just share of its sacrifices and
burdens.

FrawgvLin D. RooseveLT,
JANUARY 6, 1943,
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