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Preslcdent sends to Bullitt for his information

and return THE CONMENT prepared by the following:
Fels, lorgenthnu, Lauchlin Currie on memorandum
Trom a French Banker friend of Daladier which 5
Ambassador Bullitt had previcugly sent to the
Presldent. 7

‘See: Dullitt rolder-Drn{mx: 1‘-1939
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August 29, 1059

LOGUANTOUL: PO TME PRESTDINIT

I hesltate to offer anything at thls tine
not direetly concerned with the crisis but it 1s ny
vnderstonding that you will have to make & deeclision
with reference to the Treasury September financin- before
Saturday., I am, therefore, brin:in: to Jour attention
cortain'conaidarationa relatin; thereto thmt may have
been overlooked. I ar also ralsing certain basie
questions relating to the financirs of the defielt for

the entire flscal year.

I am havin; ratoriesl on food reserves in.
case of wer. worked up, ¥You 1entloned before you left
that you Intended to tale this natter up with me, I
ari nlzo Interesting myself in the problem of petential
bottleneclks in the event of an expansion of
rroductive activity.

-

Lauchlin Currie

"

See:-Treasury folder-Draver 1=-1239
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THE WHITE HOUSE
WASHINGTON

September 7, 1939.

MEMORANDUM FOR THE FRESIDENT

Re: Sggnr Prices and Speculation

Wholesale sugar prices have advanced in
New York from August 28 to September 6 by 32 per-
cent. Retall prices have been advancing also.
Definite information will be available this
afternoon. There is widespread consumer stocking
up and in many places local dealers'and jobbers'
supplies are exhausted.

In these circumstances you may wish to
glve consideration to the advisability of increas-
ing immediately (or perhaps threatening to in-
crease) the domestic marketing allotment of cane
and beet sugar processors who have very heavy
stocks on hand which they cannot sell under the
present allotments. I understand that the
refiners of imported sugar have stocks on hand
not subject to marketing gquota restrictionms.

P Bt Ny,

Lauchlin Currie
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THE WHITE HOUSE
WASHINGTON

September 13, 1939.

MEMORANDUM FOR THE PRESIDENT:

Prices and Inventory Speculation

I. Dengerous Flements in the Situation

Signs ere multiplyinz that the stock market and commodity price
advances have resulted in heavy orders for inventory purposes.
Should this continue, trouble is shead. At the middle of the Yyear
the value of inventories was about at the mid-1937 level and was
near the 1929 level. The supply is so large that en incresss of
only 10 percent amounts, in dollar terms, to a large sbsolute increass
of over $2 billion, or more than the totel expended on residenmtisl
construction in any recent year. A substentisl elemsnt in the upsurge
of productive sctivity in 1936-37 and the decline in 1938 was the
inventory boom and liguidation of those vears. An inventory boom
receives its impetus from expectations of price advancea cnd fears
of delayed deliveries of goods. It is not the level so much as the
aenticipated movement of prices that 1s disturbing.

II. Poasible Ways of Meatinz the Danzer

A. Faychological

1. Factual. Speech or statement outlining situstion
with reference to large supplios apd great unused
productive capacity. - Helpful.

2. Moral Suasion. Patriotic appeal throush trade
associations, Business Advisory Council, ete. -
Relatively ineffective but probably politically
advisable.

3. Threats. Speech or statemont stressing Government's
determination to prevent profiteering and hinting
at various methods of control. - Probably fairly
effective. The Wall Street Journal of September 12
says, "Question of higher steel prices for the
fourth quarter seems to hanz in the balance at the
moment. On one hand, steel producers are definitely



m for the President -2=

+ in & sellers' market and many of them believe
that prices are below levels which insure a
fair profit under conditions likely to prevail.
On the other hand, there is understood to be
some fear that price rises at this time migzht
produce & politicel reaction.”

B. Poeitive Action Under Existing Powers

i %

ke
5.
6.

9.

Institute immediate heerings by TNEC in ons or two
prominent cases where restrictive practices
have been an importent factor in the advance.-
Vary effective.

Institute proceedings under Anti-Trust Act.

Specific measures inereasing availability and/or
production of asgricultural gooda.

Lower tariffs. - Not very effective.

Use of Government plants in iseclated eeses,

Licensing of exports under powsr to control foreizm

exchanges. Can be used to prevent sudden bunch-
ing of orders for goods the production of which
is alrsady neer capacity.

Excess profits texation may reduce incentive somewhat

to edvance prices.

Government purchases. Orderly production may be

¢ Turthered by proper timing of orders.

Removel of potential bottlenscks

a. Railroads

b. Electric power

¢. Skilled labor shortages

d. Specific monufacturinz facilities and
meterial shortages

- = Further Powers That May Become Nacessary

A

Institute Price Control Board with broad powers to pro-
hibit price advances not justifisble on various grounds
end not in public intorest.

Give Commodity Exchange Commission poivier to determine
margine and restrict speculation in commodities.



Memorandun for the President -3~

IV = Action That Might Be Taken At This Time

A. If the current price movement continues for a few days more
a statement or speech indicating facts of situstion and
determination to prevent inventory spsculation might be
advisable and helpful.

B. THNEC and Justice.
C. Action with reference to bottlenecks.
D. Apprising the steel industry executives within the next

twenty-four hours of the Administration's strong disapproval
of an advance in steel prices at this time.

I should be glad to go into detail on any or all of these three
immediate approaches to the problem.

Loauchlin Currie
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*THE WHITE HOUSE
WASHINGTON

September 19, 1

MEMORANDUM FOR THE PRESIDENT:
M

I em having a number of Btudies mede op potentiel
bottlenecks (a) in the event of Turther marked recovery,
(b) in the event of war demands supsrimpossd on recovery.
I heve gone far emouzh to satisfy myself that the
situation may become critical in railroads, the electrio
power industry, steel and various emaller fields. In
assessing, however, the seriousness of the probable
shortages and bottlenecks, examination of the materisl
in the War Department bearing on the probable war de-
mands for transportation, power and various types of
industriel products would be most helpful. Would Fyou
tere to authorize-me, or an assistant delegated by me
and working with me, to examine for you this material?

I would then be in a position to relate both the prob-
eble war and civilien demnnds to capacity in various

fields.

Lauchlin Currie

[
i

n
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" THE WHITE HOUSE
\? WASHINGTON
Vad

Sﬁpt'ﬁllbﬂr 28 ’ 1939.

ORANDUM FOR THE PRESIDENT3

I know that you will be pleased to learn
that Secretary Morgenthau and Mr. Eccles have had
a long talk and, in the words of Mr. Eccles, have
a "complete and thorough understanding, that they
shall cooperate closely, that they have m;t.ual
respect for each other's disinterestedness, and
acknowledge the perfect right of each to differ
as to methods",

Lauchlin Currie



October 10, 1839,

Letter to the President

From Doec O'Connor
Subject: U.S5. BRANCHES OF BERITISH INSURAVCE COMPANIES

Thinks it would be a good time for the Commnittee
on Banking and Insurance of the Semate to withdraw its
embargo on the U.S. Branches of British Insurafce Comranies
so far as F,H.A. and H.0.L.C. insurance is concerned,
Suzzests a word to Senator Wagner might be helpful etc ete.

L= A ]

The President asks Lauchlin Curris Eo speak to him about the
above--memo of Oet 12th attached; also Curries memorandum of
reply of Nov 20, 1939,

For the above correspondence=--See:Basil O'Connor folder-Drawer 2-1939



THE WHITE HOUSE
X WASHINGTON

Octﬂber 12’ 1939-

MEMORANDUM_FOR THE PRESTDENT:
Re: Steel and Scrap Prices

Attached is a report on my conversation with
Mr, Stettinius. Mr. Taylor will discuss the matter
further with you on Monday. I am having the WPA
scrap iron suggestion looked into. I think this
1s a case where unofficial publicity, attributed
to New Deal circles, indicating concern over steel
Prices and that studies relating to the scrap situa-
tion were going forward, would serve a highly use-
ful purpose in strengthening Stettinius' and Taylor's
hands, assuming they can be won over.

S i G

Lauchlin Currie



THE WHITE HOUSE
WASHINGTON

October 12, 1939,

LDUM FOR PRESTD

Re. Conversation with Edward Stettinius

I stated that you had seen many reports of an imminent advance
in finished steel prices, that you were concerned about it and that
you were anxious to cooperate in keeping down costs, particularly of
scrap. Mr. Stettinius indicsted that (a) although no decision hed
been reached they would like to get finished steel prices back to the
level prevailing before June 1938, (b) it was doubtful whether the
rest of the industry would follow the Corporation in retaining present
prices, and (c) in any case, the industry wes Mentitled® to a decent
profit after so meny lean years.

I replied thet it was my understanding that you were not so much
concerned with the "justice" of a given level of proflts as you were
with the economic health of the nation; that you were being advised
by’ the tusiness research experts throughout the Government thet a
recession was likely after the current inventory boom and that an ad-
vance in the prices of the hundreds of finished industrial goods con-
taining steel would seriously intensify a recesslon; that because of
the strategic position of the industry its actions were necessarily
invested with the public interest.

I also pointed out that should a recession efter the turn of the
year happen to coincide with an advance in steel prices, it was inevit-
able that many people both within and outside the Administration would
read a cause and effect relationship into this, and thet, finally, it
would serve the broeder interests of both the industry and the economy
to lengthen deliveries on current orders to the first quarter at current
prices, thereby permitting a more sustained rete of production at an
economic rate and greater stability in employment.

He appeared considerably impressed by these arguments, stated
thet he thought an embargo should be placed on scrap exports, and asked
if he might report the conversation to Myron Taylor. I said, "Yes",
He then said that Mr., Taylor would take the matter up with you when he
saw you on Monday. '

Mr. Stettinius then turned to the matter of the War Resources
Board and the War Depertment. He said that the present situation in
the Department was appalling, thet the morale of the Department was
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"uamarandum for the President —-2= Re: Conversation with Edward Stettinius

suffering, ment ioned the remarks in Time's issue of October 9th, and

stated that he thought the situation should be cleared up by either one

or both men resigning. He continued that while he was satisfied your
action in dismissing the Board was no reflection in any way on the members
of the Board, nevertheless there was much misunderstanding and he, person-
ally, would be very gratified if you received his Report graciously and
expressed yourself as appreciative of the disinterestedness of the members
of the Board and the sacrifices they had made in carrying out their duties,
and thet you hoped they would be available for advice to the War Department

from time to time as need arose.

H\M-{ G

Lauchlin Currie



October 13, 1939,

jemo to the Secretary of the Treasury from the President
asking him to speak to him sbout the enclosed memorandum
from Leuchlin Currie to the President regarding purchases
of tungsten. Also memo from Ray Spear of the Bureau of

Supplies and Accounts in the Nevy Depertment---RE-bids on

tungsten ore,

For memo-See Henry llorgentheu folder-Drawer 1-1939
Memo of Dec 14-1539
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THE WHITE HOUSE
WASHINGTON

October 26, 1939,

MEIORANDUM FOR THE PRESIDENT;

Edward Noble consulted Ben, Leon and me last
evening on an ingenious proposal of Hook of American
Rolling Mills to the effect that the Department of
Commerce should go over with industry groups the
besis for a proposed price advance., I gave as my
personal opinion, which was concurred in by Ben and
Leon, that the Department of Commerce could not gpeak
for the Administration, and that it would be most
unfortunate 1f it let itself be manouvered into the
position of allowing industry groups to say that they
nad the approval of the Department, or even that they
had "poresentsd their case to Commerce." I suggested
that through the Business Advisory Council he might
arrange Informal dinners or luncheons which would
enable steel men, for example, to gain some idea of
the personul attitules of different advisers to the
Admin!stration on price policies. Noble said he
thought that this was a good way out and that he
would take the matter up with you, We've hed such
meetlngs before which, while helpful all around, were
never regarded as official, :

Lauchlin Currie . :

f
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C’JJJV £ THE WHITE HOUSE W
\,u.r” WASHINGTON
.,\"J I‘ November 3, 1939.

I recall that last July you had it in mind to revive
the lending bill. Doubtless the war has brought about
some change in your plans. However, the Import-Export
Bank will need additional lending power and the RFC should
F:n additional lending power for railroad loans.

A case might also be made out for a revival of the

Farm Securlty part of the program in a separate bill,
This called for $600 million loaning power, half of which
was ear-marked for temant purchases of farms. The money
was to be secured from the RFC at the approximate cost
to the HFC, and would be outside the budget. Some of
the arguments that might be urged for the revival of this
proposal are as follows:

l. In a separate bill it would be purely a farm
measure and hence would secure a lot of support, particul-
arly next year.

2. In perticular, it should secure the support of
those urging special measures for drought and flood
victima,

3. It would permit cancellation of the unexpended
portion of the Farm Security appropriation and hence
would improve the deficit picture both for the current
and next fiscal year.

L. Passage of this and the other two parts of the
program mentioned above would constitute a vindication

of the lending bill,
o
M Q\
lin Currie
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: THE WHITE HOUSE | -
WASHINGTON i ~..‘

November 9, 1939

MEMORANDUM FOR THE PRESIDENT:

You are receiving a memorandum
from Chairman Eccles on Treasury
financing. Although it is a bit
irregular, I wrote it for him at his
urgent request. I hope you don't
mind, I had, in any case, meant to
submit the proposal myself, as I am
heartily in accord with what I have

written!

Lauchlin Currie
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THE WHITE House « | W' \
WASHINGTON |
November 13, 1939,
MEMORANDUM FOR THE PRESIDENT:

Re. Railroad Equipment.

The recent burst of equipment buying is subsiding and
will leave the reilroads with little pet addition to cars
by the end of the year as compared with the begirning. I am
still exploring possibilities of stimuleting orders for the
winter montha.

In this connection I went to New York last Thursday end
hed mutual friends arrange for "social" meetings success- :
ively with Harry Sturgls, of the First National, who, I am
told, is the "Morgan man" in railroeds, Hertz of Lehman
Brothers, Feiwell, & man close to Selig of General American
Transportation (the most independent and aggressive roilrosd
e uipment concern I've come across), and Floyd Odlum of Atlas.

I picked up some interesting ideas and reactions.
Sturgls, for example, thinks the time is ripe for a program
of regional consolidations -- thinks that the security hold-
ors and the managements "could be brought into line", end
that labor "gould be bought off", Is most fearful of opposi-
tlon of states and cities. Heort:z was mainly interested in
& program whereby the RFC would guarantee equipment trust
certificates at a very low premium. Odlum, and Selig's
friend, thought thet a private equipment financing (hire-
purchase) compeny with RFC backing was practicable and that
the same thing could be done with machine shop equipment.

He said he had financed the sale of generators onm a hire-
purchase basis,

I was told that Whitney and Stanley were approached
and turned thumbs down on the railroad equipment sectiom of
the lending bill, Otherwise there would have been a lot of
support for it., As it was, Selig came out for it, and sub-
sequontly a lot of railroad men and equipment companies
have regretted it did not pass.
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THE WHITE HOUSE
WASHINGTON

A A
November 14, 1939.

IGZI0RANDUM FOR LAUCHLIN CURRIE:

For your informetion.

F.D.E.
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Novembar 1 0, 1939.

The President,
The White House,

Dear Mr, President:

Attached hereto is a tebulation you requested recently showing
in round numbers the monthly actual expenditures by the AAA, FSCC, and
FSA, for January to September 1939 and estimated expenditures for the
balance of this fiscal year,

The total for November 1939 for these three agenoles is expeoted
to be a little over 80 million dollars. By March 1940 we expeot a peak
figure of over 160 million dollars; and by next June we expect it to be
down to 60 milliom dollars. The peak figure in March will be about 40
million dollars greater and a month earlier than the peak in the last
half of the 1939 fisocal yoar,

During the secand quarter of 1940 expenditures will total approxi-
mately 260 million dollars compared with a total of nearly 460 million
dollars during the first quarter of 1940. There is thus relatively
little possibility of shifting expenditures scheduled for the second
quarter into the first quarter. Should business developments make it
desirable, we ocould try teo shift perhaps about 20 percent of the FSCC
expenditures estimmted for the second quarter into the first and about
16 percent of the AAA expenditures. In all, this shift might amount
to about 40 million dollars and would have the effeot of shifting the
distribution for the six months of 1940 so that the peak would come
in February instead of in Maroh,

Sincerely,

Enolosure Secretary



Monthly Expenditures by AAA, FSCC and F8A, January to September 1839,
and Estimated Expenditures through Jume 1940,

(million dollars)

Adn FSCC FsA Total

1939

~ January 33 16 14 62
February 43 6 21 70
March 76 6 36 118
April 86 11 27 123
May 8g 10 26 124
June 81 14 1s 91
July 42 2 13 57
August 37 16 11 64
Septembar 54 18 9 82
Cotober a7 18 g 124
November 46 24 13 8z
December 687 26 16 108

1540
January g1 51 21 143
February 102 28 26 163
March 118 14 33 162
April 74 19 26 118
ey 40 21 1% ° 80

June 26 23 lﬁr 64



A
—
-

THE WHITE HOUSE o \
WASHINGTON \ :

November 16, 1939.

MFMORANDUM FOR THF PRESIDENT: s '

¥

Re: Bus g Devel t gﬁ;gxuir,t.ﬁ

Having previously stressed my fears of an intermediate
setback it gives me pleasure to point out a few favorable
developmenta:

1. The prolonged Chrysler strike will operate to level
off the peck of automobile procuction and permit a higher
level of production in the winter months then would otherwice
have been the case.

2« It looks more and more as though we have headed off
en advence in steel and allied products prices.

3. The level of stock prices has remsined low in rela-
tion to current earnings and the possibilities of a bad bresk
are thereby minimized.

4+ New orders, while probably running below current
production, have held up better than was expected a month
back, and the backlog may sustain the present volume of
procuction into Februsry. The longer the present level 1s
sustained the more time there is for heavier cepitel expenci-
tures to get underway.

5. The new Army, WPA, and egriculturel estimetes of
monthly expenditures indicate thet the totzl Government cash
expencitures will be higher in the winter than currently,
and this should help to sustain econsumption. I now estimate
average monthly cash expenditures in the first quarter at
$870 million, as contrasted with $767 million in the current
quarter. An even better comperison moy result when the Navy
and Maritime Commission &re heard from.

6. I still think we probably can't escape some setbeck
but it now looks as though it might not be so soon or so
severe as anticipati.d earlier.

{’M Coisicn

Lauchlin Currie



THE WHITE HOUSE
WASHINGTON

November 16, 1939,

Estimated Federal Net Contritution to Powe

Fiscal Year 1940

(Monthly aversges - in millions of dollars)

Adjusted Adjusted Net contri-
cash outlays cash receipts bution
First querter (actual) 791 499 292
Second guarter 767 499 68
Thirdé quarter a70 550 320
Fourth quarter Al0 571 239
Year 810 530 280

Program (November 1939-June
In millions of dollars
Estimates Egtimetes
September November
g T = L
1939
November 125 69
December 92 92
1940
Januery 93 122
February 97 128
March 114 129
April 92 93
Moy 63 61
June ] 42
Total 731 743



THE WHITE HOUSE
WASHINGTON

November 22, 1939,

MFMORANDUL!. FOR THE PRESILENT:
Re: Financing,

I assume that you are in touch
with the Treasury and that the announce-
ment of $500 million of new financing
was made with your approval. In view,
however, of your commnication with Mr.
Eceles I just wanted to take the precan-
tion of making sure that you know that
the details of the new financing ere
expected to be determined on Monday and
that the guessing is a 10-11 year bond

e e o}

Lauchlin Currie



THE WHITE HOuUSsE
WASHINGTON

December 1, 1939,
Hi. PRESILENT 3

Re: Paul's Tax Memorenda

There appears to be some danger of personal
misunderstandings arising in connection with these
memos. Mr, Hanes is afraid that Secretary Morgenthau
will think that he arranged all this because of the
fact that Paul is his tex attorney, which has its
amusing aspects. Puul told him he had been brought
into the picture by Jerome Frank, Now Jerome is con-
cerned lest Secretery Morgenthau resent his interfer-
ence and said he would be very greteful if you would
let Secretary Morgenthau know thet the metter aroge
out of discussions of profiteering in conncetion with
price advances ani thal he suggested Paul as a good
men on this matter end thet Psul was then browshi in
at your re mest. I understand that the Secretary will
submit preliminary estimates to you on Mondny on the
chenges in revenues that might result from the warious
proposals but will probebly refrain from meking any

recommendations,
aﬂi&%iEZQJ: e

Leuchlin Currie

S |
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THE WHITE HOUSE oy
WASHINGTON i
\ LDecember 7, 1939,

MFMORANDUM FOR THL PRESIDENT:
He: Forecasts oi Business,

You may be interested in certain recent
forecasts ol business activity for 1940.

The Treasury, in seeking to establish a
base for the estimates of revenue for the
fiscal yeer 1941, called in six leading private
business analysts. Their vietis diverged widely
but a simple average came out at 110 in the
index of production for the year 1940 as a
whole. I suggested that the Treasury also
consult with business anzlysts within the Govern-
ment, which was done. Their guesses ranged
from 110 to 116, with the average at 113. Their
guesses on national income were closely grouped
around §75 billion as contrasted with between
§68 end $69 billion this year. They all looked
for a downturn in the first half from the current
128 to somewhere in the range of 100 to 110.

I do not think that aversging means much

in a matter of this sort, but it is important
in connection with the revenue estinates.

Lauchlin Currie
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. Leecember 11, 1929,

MEAORAMDUN FOK 11 PRESTUNT
Re: Budret,

Some tiue ago I called to your attention Lhe possibtility of securing
8 substantinl amount of miscellancous recelpts through the repayment to
Lhie Tressury ol part of the RFC's unniccesuarily large copitel funds, I °
have been exploring other possiiilitiecs of ¢ similar noture tuet would
not rejuire Congressionni sction., Thr results of this preliminar; survay
are presented in the followluy tables

(In millions of dollars)
Tot+1l Capitrl
w

——us
Reducidon of Covernment-own-= stocs by K¥YC ., .250 60
Selm of stock in Feder:l Savings onu Loen
associations by Treasury to HOLC, ., . . « » 40
Reduction o Government-own:: stock in Home
LUMBWH-------.-;.--ol-u?ﬁ li?j
Reduetion of pulu-in surplus snu o plind -
8lock of Federul Lunc Banks . , « o o o o o200 513
heduetion of Govcrmasnt-owned Btock in lands
rorﬂﬂ'ﬂ‘]iﬁ':ﬂti“‘..po--ts.t.--osﬁ mﬁ‘
Heduetlion of surplus wnu cupltul stock of
Feavrul Intermedists Creuit buncs « s s s o 50 lig9
700
If-this progyreu wort carrlic out in its entlrely 4L wuilo affect the

netion L seeounts in the rollowin wny ot

l. It woulu peduce the newd for fwrtiier inervace in tiv public debt
by 9700 ailllon,

2o I woile redues tas L tary wellell by $700 aliiion,

3o IV wouln lnerense buicetary pee. imts by 29U nilllion.

4« It wouls ceercaic bue, otar cxpem ltures by $410 million,

Wty you Like ms 40 305 ¢ cotedl g nng soporete otu:y ¢ .no. of
the nbov. possililitlea? If so, I choil. Lic to obtudn fronm the Tror cury
the npoealonl of the ainite 9 ov ruo.nt corporstlon. which mus Propnreg

in recvonse to Gennter Byrd's peooliilon an. whics g, T Lulliwe, - laoos
compL- tuils

Leuchlin Curric




December 14, 1939,

& Memorandume from Lauchlin Currie to the President

l. Re-Revenue Estimates for Fiscal Year 1941

n T PBase ™. . o=



December 18, 1939,

Memorandum for the President from Lauchlin Currie

Re-Repayment of Surplus Capital Funds in "overnment Corporations

See:Budget Message folder-Drawer 2-1940
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December 26, 1939.

Memorandum for Lauchlin Currie
To read and return for our files,

F.D.R.

Enclosure

Ene letter from Henry Morgenthau

Re-possibility of issuing additional bonds againet the Panama Canal
under tht Aet authorizing the issuance of Panama Canal bonds to re-
imburse the Treasury for costsof the Canal etec ete

See:H, Morgenthau folder-Dec 22, 1939 letter-Drawer 1-1939
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THE WHITE HOUSE W‘

WASHINGTON

December 79, 1939,

M:ZIORANTUM FOR THU PRiSTL:NT:

Re: Sun Franeisco ock Strie,

I wus told yesterday

(1) thet the threatened tie-up on ihe
Lesl Cosst his been avorted b, tie signing
of a contruct that proviues for ithic co.tinue-
tion of hiring halls,

(7) that Philip Murr.y hes been "sound.ud
out™ by c.rtain West Cousl employers on *lic
5sibility of negotiating, after tie seitle-
ment of the San Francisco situation, & natior-
wiie agreement provicine for arbitraiioir. The
stermchip lines continuc, however, to refuse
. to submit to arbitration ia 8-n Frincisco.

The CIO people continue to feel tiut
worx would be resuned immediately 1f you would

hav: pressure broucht to bear on the Governmont-

owned Amorican Presl ent Lincs to submii to
arbitration.

Lauchiin Currie

X i
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THE WHITE HOUSE
WASHINGTON

January 2, 1940.
B

MEMORAHDE FOR THL PHRESTUENT s

Re: Sen Francisco Dock Strike,

I did not try to sce liss
Perkine as I was told todey that
negotiations had just been initiated
and there are good hones of a settle-
ment. I was told two factors plavsd
8 part in this: the recent signing
of & two-year Eust Coust agreement,
and the Landis Report,

I vill keep in touch with the
sltuatioz and will see Miss Parkins
i1f 1t appears that nogolintions are
in danger of breaking dowm.

L.

Lauchlin Currie

o
5



THE WHITE HOUSE
WASHINGTON

Jamuary 2, 1940.
MEMORANLUN FOR THy PRESTLLNT:

At the meeting last Friday, the stutement that
tex revisions hud impaired the procuctivity of the
tax base seemed to be juestioned. However, in recd-
ing throwgh the Budget Analysis of Revenue Estimates,
prepared by the Treasury, I came scross the Tolloviing:

"The decrease in the estimated income-tax receipts in
fiseal year 1940 is explained not only by ihs virtual
repezl of the wnoistriiuted-proliis tax which decreased
dividend distributions, #* = "o pege Al4.

"These decreases are sttriiutable not only to the
higher lovel of incomus in eanlendar year 1937 as
contrasted with the estimated incomes in calendar year
1939 but also to legislative changes. Receipts in
fiseal year 1939 purtly roflect collestions in respeet
of ealendar year 1937 liabilitis=s whem the undistributed-
profits tax of the Revenue Act of 1936 was in force ana
partly reflect the legislative chanzes made by the
Revenue Ael of 1938 whersin the undistribured-proiits
tox wes praclicelly eliminated and the more liberal
treatment of capital gains and losses was cancted, The
chanzes mece by the Revenue Act of 1938 are fully re-
fleeted in the fisc:l year 1940 estimates" .- pojge Alds

2.::7 -

Lauchlin Currie

e
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THE WHITE HOUSE .
WASHINGTON

Joanusryr 5, 1940,

MEMORANDUA ¥OR THe PRISILINT:

Porsognl

-

I wos wvery distress:d ¢t the
use of my name in Lindley's column
todsye I rcalled him immedictaly
unc he sald he wes Just poing om
"intern€l ¢vidence". He promisud
thet he would not mention me in nny
conneetion in th. future.

AP B

Louchiin Currie




Confidential Memorandum for the Preuidﬂnthnn 22, 1940

From Lauchlin Curris

Re=National Resources Planning Board

Message from Tom Corcoran, saying that Sam
Reyburn told him that the source of the real opposition
to the Flanning Bd is the Army Engineers who have been
actively lobbyinz against the Bd.

Attached to above memo is one which the President
sent to the Sec of War-Jan 23, 1940 on the same subject.

See:Interior=Drawer 1=1940



Jomuery 24, 1940,

L
e e

I an atteching uoos comments on
Scervtary VWiallege's lettur of December 29,
on thc Commeddity Credit Cerporntlon, about
which you asked me to speci to you.

I am not surc whot you hud in nind

80 thet my comments may not besr om thae
point thot perticularly intcrested you.

=

Leuchlin Currie




Jomury 24, 1940,

1. The CCC et of Logember 31 omed 6,267,000 leles of cottom
(cxelusive & 600,000 beles to Lo uvulivered to Briiich Govornnent) ond
hed lovne en 3,823,000 belis of the 1938 erop. Tot:il of enproiinmetely
10 million beles.

2. It 1s wipected tirt e portlo. of the 3.8 militon beles w41l be
tilinrein. Looans vere moue ot 9.5¢€ per 1b, UMicdling 7/3", Framors vlth-
drew 60,000 bules up to Doeenber 31 one trece ostloctes oo el - goin
vithororn in Jamery,

3. 0 the 6.3 million belee of o coiton, CCC gop sell 4.6
oillien & los of the 1937 crop ¢ prices roying from 11.75¢ (Middling
7/8") to 3.75¢ (Low Micdling 13/16"). This could be m c: the effuetive
upper pries limit. Depirtmont copsris fo not oxpoet thet any will be
sold,

4» Th: remcincer of own.d cottem (1.6 millio: b lec of the 1934
erop) ecn be soli et cpprozilmctely 15, per 1be en' this oindmum is
bedn: ralped monthly Wy eorrying clicipes.

5. Il 1s beldeved tiet the ucocstie earrvovor vill be rrovmd
11 billion b lru by June 30 os econtrsoted wit' 13 million bel.s lost
June, It i dovbtful whcil.r we ern hoje Tor much furth-r reduction
ol the earryovor in the nuxt flsenl yeer. Tho De crimeni ds epgtinstine
sroun’ 12 millien belie procuction. Douniic coiampiion this Frer hes
been runndng ot 7.7 million bele rote, o record. i:oport deeliratiuwies
ct 6 i41lion bolos mey be coutrest € vith 3.5 million belog lost firecl

yarrl.

6. HNo oipnificcnt niw uses for cottom hove bL.en fomd m cxpeTts
cre gloooy on the future of the cotton axport merket. The use of colton
In rord tudliing woe not sucesseful. A couprehemsive coiton stoap plan
ls in excellent woy of stisuleting prive‘ec cmploymen! rme provicding
relicf tut ite possililitics in removing surplus cotten :re negligitle
{only 10 perocut of the Podee of cotton pooda goon for rew colton).

7. In th: intorests of ensurlop :m owlerly mitt ¢ gooc cose
coa te oroe out for reémoving the peotrletlons em the a:l. of oincd
cotton. Ho wwer, apert from ocersioml ebmorm:l yerrs, I o virodd
thrt ve elinll brve to cantdoue to held off 4ic mesut th. bull of +he
on. ¢ eottons T rerl proil m vill protebly be to wvold & wtendy
Lnercese lo the Oov mment's slocks. ]

3. The earclurdon 4s the eft-repect © onot ferer puopli shorlé

te engrgod in eotton grotin. snd the Gov rmuent ern ouly coEe, in wordious
WoEy vhe prinfulness of the nicesscr troneitdon.

<<




THIS DOCUMENT IS THE BEST
AVAILABLE. EVERY TECHNICAL
EFFORT HAS BEEN TAKEN TO
INSURE LEGIBILITY.

THE WHITE HOUSE
WASHINGTON

Jonuery 29, 1950

Followin our r.ocent . locucedon I hrve int-resied
o LD ln ewrront covilopmomic in this ricld,

I t.lok you will b int restcé to learn that pre-
frirlestilon heg ctuaily errived. imoriesn Houses, Inc.,
tit: goed sinmnedrl tuealng, col. over 200 houses in the
flmt t.s wociz of Jrruwrry cnl cxpocic to budlc 5,000
thi. yoore  Jccorcin to Preefdent Terler, "The house is
profatrlect oo welt fop th. findeh suck ro the findchid
raof, findl.C wtorlor, findeh 2 floors, Find.=od $nt.re
lor o trlme Lee:l lolor 40 usoc ;o @ool- 0f our houses
cfe coiriel € clos ¢ chope K:iurdile cr. purciesed in
Jratisy ol vl tolessles fhor Ar ot presen todng
Lullt eonlyrtitle four-roon homes, vell heni.é, wdth good
Sl poonn, lusbing Jobo, elictric 14 kiz, hordwood flooras,
“hiey TAtE Ulreproof citirlor sn. poof, which ep Eodng,
co. ot Lect then §2300.00 with lmnd, I moniion thi- to

prow tocs low eont koo orm ot Pullt, cxe S0 Eoing
1TLE, - uler my oeMerlmi-n g teps IV 1S oun opinion
Tt xhar eniatm wll Rewe a lioualn procpom proport lon-

vactrmeedr shea cnoor ta cmseilon of eottruction
Tumen fe nottlode® Thl, :r Wil ins hous.s In Bal izyre,
RO T LR Lo Bel ALLE % otRy i ¢ coct of $1,900,

aracSrpior tells o b ome 90 the proLt.gt obstuclis
in she o 3 clogmenns Lancte s bUNGE T loul > of
witin e emanruetion decn. nton roncoanile polces
i sipd Al oratoop srbanliy Tor public suvice
¥ g | - el:1l: o Jloenclin; vo . poay here
z is JUR Ll Ruriie. Jon Lo up Lo o oot v

1 e R 155 R ot Slend 0410k 15 1%

'\‘-‘—-#'ﬂﬁ—; 8 &
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THE WHITE HOUSE . )
WASHINGTON o

January 30, 1940. ﬁbj}’:

- il e
FLANL R THL PRUSTILINT: ERYE

Re: 8 G tion

I om attaching whet I consider to ba tie
most basic chert in interpreting tusiness condi-
tions. The serles of physicczl production and
consumpilon of consumers goods have not as ¥
been published. They wers worked up under my
general dirsction by one of my former assistants
who is now in Commurce, end are the most coupre-
hensive and, I believe, relieble indices of
changes in production, co.sumption and inventories.

Should cossumption fletten out in the current
quarter end production fall to the level of con-
sumptlion, this would meen, in terms of the FRB
index of procuction, & deecline from 128 in December
to somewhere in the neightorhood of 110,

I shall send you in a few duys sose moterial

bearing on this lapging of consumption behind
production.

ooy — 1

Lauchliin Currile

S S



INDEXES OF PHYSICAL VOLUME OF PRODUCTICN, CONSUMPTION, AMD INVENTORIES

OF CONSUMERS' GOODS FOR TEE YEAR 1939
Ferocent of

fverage 1929
Consumption
120

115 f

a5 E Production

Silliona of
1929 Dellars
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S

Inventories
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Memo to the President from L. Currie-Feb 1, 1940

Re:Fousing project at Hyde Pk,

See:Hall Roosevelt-Drawer 3-1940



THE WHITE HOUSE
WASHINGTON

Februery 1, 1940

FOR ENT:

Economie Compa o 2 =

The figures given you by Labor eppear to be
all right except for cash farm income and W.P.A.,
etc., employment which I have corrected. I have
changed the basis of compsrison from March, 1933,
either to December, 1532, or to the calender Yyear
1932. The comparisons are so good anywey-we.gan

afford to be generous, I have also sdded a few - -

additional comparisons you might care to use.

On interest and dividends you might want to msake
the point that the burden of debt has declined
while the income from owvmership of property and
equities has grestly incressed. The employment
figures grestly understate the degree of
recovery since they take no sccount of the
trensition from pert time to full time worl.
Unless this can be brought out, I don't think

I would use the figures.

E.a.

Lauchlin Currie

———



LCOMP/RTSONS

Calendar yecor
1

National Incolie L/e ¢ o s s » s o s's s 0,089,000,000

Le 1932
Wages and Balarien 2/ + o « o 5 4 o » « § 2,403,000,000

%gc" 1932
Vieekly Payrolls of Factory Vorkers 3/ 30, 384,000

Calendar year

WAL <. - L
$ 4,682,000,000

Cash Ferm Income 4/
From sclo of products. « « o« 2"« &
From benefit peymonts. « « « » o .

Calendar ysar
1932

February 1, 1940.

Celecndar yeor
1
# 500,000,000

Dec, , 4939
s 3,888,000,000

gﬂh 2 1939
157,089,000

Celendar year
PR L Tl

$ 7,712,000,000

8 Q00
¢ 8,519,000,000

Calendar year

1939

Interest Reeeived by Individusls 5/ . . 5 5,277,000,000

Dividends Received by Individuels 6/. § 2,745,000,000

Deg., 1932

Tot=l Non-Agricultursl Employment /7 27,245,000

Calendar year

$ 4,828,000,000
$ 4,253,.00,000

De

Celendar year

932 1939
Exports 8/ 1,611,000,000 § 3,179,000,000
Calendar yeour Colendar year
L1932 1939
FRE Index of Prouuction 3,-". S S 64, 105

Sources:
1/ 2/ 5/ 6/ 8/ Dept. of Coumerce.
y ﬂ Eept. of LE?-‘DI‘-
4/ Dept. of Agriculturs.
9/ Boexrd of Governors, Federal Reserve Syetem.

Percentage

+71
+52

+145

+32

-9
+55

1!
34,940,000 10/+28

97

+64,

10/ This fizure does not ineluc. the 2,727,000 pzrsons vho hed wori on

WPA, NYA onc CCC projects,



Februnry 1, 1940.
COUP; RISONS
Calcndar yoor Celendar yeor Percenteoge
a #

; : 1932 1939
Nationel Income L/. . . . . . . . . . . $40,0389,000,000 §68,500,000,000  +71

€c,, 1932 €C., 1939
Wages and Salaries 2/ . . . « » + « » . § 2,403,000,000 g;,aas,gm,mﬂ +62

%ﬁ.ﬂ.l.a_lﬂjg g.u.-.._lﬂli
Weekly Payrolls of Factory Vorkers 3/ 30,384,000 197,039,000 +145
Calendar yeer Celindar year

1932 1939
Cash Farm Income 4/
From sale of products. . « « + « « § 4,682,000,000 § 7,712,000,000

From benefit payments. « « « « & « — 000
$ 8,519,000,000  +82

Calendar ysar Cclindar year
1932 1
Interest Received by Individucls 5/ . . § 5,277,000,000 § 4,323,000,000 -9
Dividends Recelved by Individusls 6/. § 2,745,000,000 § 4,253, .00,000 +55

Dec., 1932 Dec., 1939
Total Non-Agricultursl Employment 7/, . 27,245,000 34,940,000 10/+28

Calendar year Calendar year

1932 1939
Exporte 8/ ¢ 1,611,000,000 § 3,179,000,000  +97
Calendar yecur Calendar year
1932 1939
FRB Index of Prouuction 9/s « « « s & & 64 105 +64

Sourcest

Y 2/ 5/ 6/ 8/ Dept. of Conmerce.

3/ 7/ Dept. of Labor.

4/ Dept. of Agriculture.

9/ Boerd of Governors, Federnl Rescrve System.

10/ This figure Joes not incluce the 2,727,000 persons who hed work on
WPA, NYA enc CCC projects.



FBhI'I.lar}* 5. l?ﬂ'.,ﬂ.

HESTLLNT &
Re: — Larrabee [ tion Eill

Mrs. Roosevelt asikec me to bring
to your attention the fact that Dr.
Larrabee is telling the educa:ionsl
people that he i holding no herrin ¢
on this bill at your behest. Mrs.
Roosevelt feels that,inssmuch cs there
were hearings in the Senate 1r st
session end the bill wes reportrc frvor-
ably out of committee, tie House cho- lc
at least hold hearincs,

I shall be glec to proceed in this
matter if you wish,

e e

Lauchlin Currie



\u ' THE WHITE HOUSE
WASHINGTOMN

February 6, 1940

MEMORANDUM FOR THE PRESIDENT:

Re: du Pont Farnings

You may not have noticed that du Pont earnings
in the 4th quarter, both with and without dividends =
from General Motors, made an all time high. The
comperison with the highest quarter of 1929 is as
follows:

Best quarter Ath quarter
1929 1239

Profits incl. G.M. dividends $25,240,000  $30,420,420

Profits excl. G.M. dividends 9,524,509 17,920,420

{*—“’_. P e WY

Lauchlin Currle
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THE WHITE HOUSE
WASHINGTON

February 2, 1940.

MEHMORANDUM FQ4 TH. PRESILENT

Re: Maritime Uncmployment Compensation,

' I an informed thet the Social Sceurity Board does
not want to administer the proposcd national system of
maritime wnemployment compensation. It has gleo been
extraordinarily reluctant to make definite recommendations
although it has hod the problem under stucy for the past
two Yeara,

LY

I should like to suggest the Railrocd Hetirement
Boerd as the proper agency to prepare snd acmivdster the
program. It is the only agency in the Government that
is now administering a netionsal unemployment compensation
program end hence has the proper faeilities and experience,
it already ties into the maritime incdustry through the
shipping facilities end docks owned by railroads, anc the
rallrond brotherhoods heve no objection to the Board's
taking on this acditional function. Finally, I believe
that Murray Letimer hes & sound approach to problems of
sociel insuronce and is one of the ablest administrators
in the Government. I understanc that Chairman Brusre of the
Maritime Labor Board fevors assigning the Job to the Rail-
road Hetirement board and may make a recommendation to you
to this effect in a few days.

Early action appcars desireble rs the M-ritime Union,
irked et the delays, is, I am told, consicering sending
pickets to limshington. If you approve of the suggeption
above, I shoulc be glad to communicate with Letimer and
have a definite plan for your consideration in & week
or tvio.




THE WHITE HOUSE

Re: Egplovmest ond Poyrolls g Jaguisy,

In the abosnce of the beerotary of
Labor, Dr. Labin swgistod I commmioats the
following prelisioary fifurea to ;out

Egploymont deelinsc 2.8 percant ageinst a
colculatod soosonnl decline of 2 percant.

Pryrolls declined 5.6 percent agoinst & cal-
cuintsd sensonnl ceeline of 4.9 percent.

I might mdd thet the Fodernl Rsserve
Board Incex for Jumuary declinsd sight pelnis
to 120 anc is expectsd to fall to 110 in

Fobruary.

e

Lrschiln Cursle




THE WHITE HOUSE
WASHINGTON

Fobruary 10, 1940.

MEMORANDUM FOR T PRESIDENs
Rei  Education,

Subsequent to your suthorization thet T proceed
in the matter of Bugpesting the desirablliiy of
Initiating House hesringe on the Herrison-Thomns-
Larrabes BA11l, Floyd Heeves sugpestod to me thot ir
you did not feel tho time wea propitious for pushing
shond on tho gonoral esuention b1l you misht care to
eonaider, in lino with your aciion on health,

(8) provicing simple sehools in very poor roc-
tions that have no schools at all,

(b) providing, say, §20 million for evucation
of youth. This would prently assist NYA Program and
yot would be an edusation metter.

{e) provide smaller initisl grant in gensrnl
b1l (say $10-§20 million in plece of §70 million),
topother with §250,000 for Office of Bduestion to
prepars for progrom.

I shall delay seeing Larrnbes until I get your
renction to these muypestions.

=

hlin Currie

LAt

R i i R e e



THE WHITE HoUSE W

WASHINGTOMN

I think you will be interestad in learning
that while between June 30, 1933, and December 31,
1939, the Federal Government was expending over
$1 billion in Ohdo on relief, public works and
bighways, the local governments of Ohio were
reducing their debts and increasing their cash
by $300 million. The Sfate Government has no
debt.

Would you like to have sicilar tables
Prepered for other stetes?

Lauchlin Currie

el

LY



Felruary 12, 1940.

Hiﬂhw-ﬁtq..-uu--r-.-.v-n.,.q.-uurtt--p--un-l 55.0
Social SOQUFELY. & + s w v & 5 % % 8 8 854 5w 8w e s .2

Relief ond work relief:

FERA: = o » s s & & & ek * e s s s ee s s« 1935
Clik . LR L N TR BRI IR R S I T e 7.9
HPA & WYR o « o & e a4 s e b % s s e 0 s 5680
Form Soqurily « o o o 5 4 v o = # e s sk w s s oe o s 205

Totel relicf . . . . s o8 @ R = s s o8 339.9

Puhliuﬁnricsfrmtm--...-----....'-....-- 6l.4
Civ. Conte COXPB s + » 5 s = o o 8 5.8 & 8 5§ ¢ 58 ¢ 55 5 S5

Totel. . . LI R R R R 1 - % |

Eource of datar Arnmusl Roporis of the Sceretary of the Tressury.

Indeltedness of Loonl Governments in Ohlo

(In mf114ons of dollars)

Cecumber 31, 1932, . . . 899
Docenber 31, 1934, . . . 71O
-183

doures of dotas Reporte of the Ohdo Stute duiiter.

ol dnge of State any Locnl Govornuents of Ohio in Bapky
{In =milliong of dollars)

June 30, 1933 « u = 87
Juna 30, 1939, & « & » « 197
+II0

Source of drtay  Anmnl Regortes of Comptroller of Currwncy.



4
THE WHITE HOUSE M‘

WASHINGTOMN

February 13, 1940.

E

Ret JFarm Security,

Boma time ago you asked me to speak to you ebout
estion I made that another attempt mipht be mede
Farm Sacurity up on & self-financing besia.
opportunity did not present itself and I am ventur—
to raise the questiom again.

The Les bill provides for self-financing of the
Parchase portlon of the program. It passed
te last year and Jones thinks he con get it
House. The Farm Security people would like

on a plan to put the financing of about
ent of the rural rehabilitation loans portion
8 program cutslde the Budget, if they had socae
peurance that this would mot be contrary to your wishes,

S e

%

1R

S389E
3



THE WHITE HOUSE
WASHINGTON

You heve m e this ke auti . teloe.
£ BLLl hes bedn urafted oo commens: oo it
r-eeivea froc Bil latersg. | W-rasunt
by nedese Wowaw you Ll G otz oan oze
s Gl oBE thils srtapdil o wlt Eh Lo gl
havin- o BLll intre gens 4-1: -z2eeion or
woitld your pethop 1ot tho whale thin »L o7
Hzapln- o aliht at lewot iy rocle Latltol
to gertrln orfsei., 1. il P £ o o
Lie EPoss uelta

} g ok
brue. i Cuitr L
nj"'l




THE WHITE HOUSE
WASHINGTON

February 14, 1940.

.Ret Education,

I learned of a development this morning of
which I think you should be informed., The Executive
Committee of Legislative Commiseion of the National
Tducation Assoclation, in secret session, has drawn
up & tentative statement extremely critical of
certain statements in your recent speech to the
Conference on Children in a Democracy and plecing
"the responsibility for the failure of the Feder:sl
Government to assume its fair share of financial
support for public education.....squarely on the
shoulders of the President." A finel draft is to
be prepared in the next three or four days and then,
on February 26, 1s to be presentcd to the Association
of School Acminisirators' mceting at St. Louis, the
most poverful group in the National Zdueationzl
Association, which represents one million membsra,

The same tentative draft contains the following
stetemant: ' ;

"If the President and leaders in the
Congress should desirs to amencu that bill

. to make the authorization of the appropric-
tion apply to the fiscal yesar ending in
1942 rather then an eerlier year, or to
revise the amounts of ihe suthorization,
the Executive Committoe of the Legislati- s
Commission will agree ~nd believes that
friends of the Uill throwsiout the Nation
vill sgrset ;

wite o point 15 mace of thi-‘ruut tzet the Houve
Committse on kaucetion hee not been convened uuring

the 76th Congress.

Leuchlin Currie




/f,CS" f,.."':

Memorandum from Lauchlin Currie # Marriner Eccles-lareh 4-1940
Re: REFTNDING DEBT--attached letter to Eccles from the Fresident
of llarch 4, 1940 telling him of his decision to refund

$738 million of notes and explaining why; also attached is

memo from Currie of March 5, 1940 re President's decision.

See:Ececles-Gen corres-Drawer 2-1940 and D.W. Bell's memo to
Yorgenthau-Feb 29, 1940----"orrenthau folder-Drawer 1-1240



For L. Currie's memo to the President of March 2, 1940

Re: Use of Portion of Stabilizaetion Fund to Retire DqEE

See:Marriner Eccles--Gen corres-Drawer 2-19040
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J 4 THE WHITE HOUSE it
WASHINGTON

MIJORANLUM FOR THE PRESTIENT 3
Re: Business FProspects ond Genersl Policy Incdicated,

The excess of production over consumption, which smounted to
goods worth some $380 million in December, is in rapid process of
correction. The Federal Reserve Bosrd inuex of prouuction is
expected to be in the neighborhood of 110 for February. Hence,
inventory accurmlation has about ceased. HNew orders, however, sre
running below current procuction so that a further decline is indi-
cated. I attach & few charts illustrating the movement in some of
the basic series.

The ecrueial quesiion now iz, of course, will inventory 11 .uide-
tion occur? This would drive the procduction index down relative to
consumption, and this, in turn, woulc have a tendency to pull down
consumption, eapltsl expenditures and housing. The prospect of
holding the decline to a productien figure of 105 depenis largely
on the aveldence of inventory liquidation, The prospects for a
resumption of Lhe upturn depend largely on the renewsl of inveniory
sccumilation or on un inecrease in the net foreign balonee of suffi-
cient magnitude to more than countecract the threatened decline in
business capital expenditurss =nd not government spenaing.

Generally speaking, poriods of raplély increasing inventories
have been followed by periods of inventory decresses, An exception
was in 1933, but this mey in pert be attribuiable to the extra-
ordinarily low level of inventories before the 1933 inventory boom-
let pot under wey, and in part to the cEsuronce egainst price declines
afforded by the N.R.A., and the golc buying policy. At the present
time inven._ories in physical terms arce back to the 1929 lewels end
industrial raw meterisl prices have been falling since Leccmber.
Ther: is, of course, tle possibility thot some vevelopments, such os
intensified warfare, may chance the attituce towsrd prices snd
toward Inventories. In the ubsence of u spurt of new orders, how
ever, the present level of new orders in relntion to procuction
points to inventory 1i uidation end a further decline in procuction,

If the Allied war orders come though in the expeeted volume,
it is estimated thet the net stimulus to comestic business erdsing
from all our foreiin traasactions exeept capitol movemcnts wdll
cmount to azerly $2 billion in 1940 as contrasted with $800 million
in 1939. Hence, if inventory 11 uication ean be chocked, and if



Memorandum for the —d= Morch 5, 1940.

President.

Re: Business Proopoets and
General Policy Indieatod.

housing end business capital expenditures can be mainteined at the
mid-1939 levels, and if the pet sovernment expenci‘ures do not fall
too much, we muy hope for a renewcd upward movement of tusiness
ectivity.

You will note frow the accompenying chart thal the net contritu-
tion, on present indieations, will fall sharply in the lste spring
anc summer mouths, due mainly to the anticipeted sharp curtailment
in W.P.A. and agricultursl benefits, two items which are believed to
be purticularly closely related to consumption.

In the realm of policy, this appreisal of the business outlook
suggcests the desirability of:

(a) an effort to meintsin and increase private housing expenii-
tures. I am working on seversl possibilities in this field,

(b) stimulating exports in every way possible.

i
(e) resisting bucgetary cuts und securing lorger appropriations
for certain types of expenditures, both inside and outside the budpet.
I will have certein suggostions to offor here,

(d) the use of a portion of the Stabilization Fund to retire
debt, which would be interpretud as a bullish foctor vis-s-vis
commodily prices. This aetion would also greatly facilitate (c).

)

(e) getting out & good portion of arricultural benefit peyments
for fiscel 1941 in the summer eno fall. £ renowed attemot might be
macde Lo accelerate the placing of Army and Navy orders of eertain
materials this spring. *

s

Leuchlin Currie

w
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CONSUMER EXPENDITURES AND TOTAL INCOME PAYMENTS,
EXCLUDING DIVIDENDS AND INTEREST

AVERAGE 1929 EXPENDITURES
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INDEXES OF PHYSICAL VOLUME OF PRODUCTION, CONSUMPTION,
AND INVENTORIES OF CONSUMER GOODS
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MILLIONS OF DOLLARS

FEDERAL NET CONTRIBUTION TO BUYING POWER
AND INDEX OF INDUSTRIAL PRODUCTION
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THE WHITE HOUSE
i WASHINGTON

Hﬂrﬂh 6’ 1940#
MEMORANDUM FOR THE PRESILENT:

Re: Stimulation of Rental Housine Construction,

l. Present Situstion. For verious reasons, which aupesr to arise
partly from legislative chenges but are mainly acministraiive in neture,
rental housing operations (like Colonisl Villoge) of the Federal Housing
Administration heve wirtuallr ceased. The great bulk of private buildine
todey is for ovmer-occupancy. It does not meet the needs of & large
portion of the potentizl market. More then one-helf of the urban popu-
lation lives in rented dwellings. Ovmer-occupuncy construction levelled
off last summer =nc hos recently run balow last year. There appears to
be an opportunity to expenc total construction by providing scditional
feeilities for rentsl housing constructiion.

2a eory Under Lxist cgislation. BSeetlon 207 of the
Nationnl Housing Act ascsumes that there are plenty of people with enpitod
ecger to builc cnd menage housing projecis proviced they econ secure
mortgege money. Through the insursnce or mortgeges adequate eapitsl hes
become aveilable in this form. The resl deficiency now, however, is in
borrowers. Conservative moneyec people co not relish oporating proper-
ties prrticularly on & thin margin. Seculative builders elther have
little ecuity capitcl or sre not attracted by the modest long-term
returns from rentcl opcrations.

3. sira Devel It would le an eninenily cesirable
development if the iorge coupon-clipping pessive controllers of huge
aggregations oi savings, such us insurance conpcnies unu savings beniis,
could be induced to assume & more cetive investment ino menuzement role.
They could securc all the cconomics of lerpe-serle builaing snc plenning,
and could provide the nccessary incentive for builiing to be transforicd
from a handiereft stege to & more typically Ameriecn type of lusiness.
They woulc be content withi & modest return if it coulé be mace sa:e,
All life insurcnce compunies domiciled in Now Yors mey now invest
10 percent of their sssets in the ownershiy ot rentel housing uevelop-
ments enywhere in the country. The Metropoliten Life hos taken nuvunt-
cge o this in New Yors City smc is piviug e brilliont denonstraiion
of the possibilities of the economics inherent in Li.rpe-sczle planning
ond development.

4+ How the et rie 7 be Generclize In order
to induce other insursnce compenies to follow the Metropolitan's leac
and to provice an incentive for the enactmen: of enubling legislation
for savings banks and insurance companics uomiciled elscwhere then in
Nevw York, the tollowing cmendmoni to cae Notionel Hougiag het is
susrested:



Jroncum for the President. -2= muagch 6, 1940,
‘Rm of

Housing Construction,

Under proper safegusrds, provice for the Insurance of & gusranteed
return on tae totel vost lese depreciation. This might take Lhe Tform
of & guaranteed return of, suy, 3% percent (inciucing # percent insur—
ance premium) on 30 perceat of the invesiment. This would amount to
2.8 percent on the entire investment, or, deducting § percent insursnce
premium, to a net flgure of 2.3 percent to the investors. Conscrvative
investors then might make 6 pu.ceu: or vetter on their investment, ond
could not meke loss tnon 2.3 pereent, wilech is the aversge yield on
Long-term government bonds.

Under feasible safegusrds relating to prudent investment rnc menoge—-
ment, the Government shoulc run litile rick of loss. A cushion would be
provided by the economies of lerge-sesle constructlon anc by the insur-
ance fund, Tt would require a terrific cdecline in rents op occupsncy
to reduce the total net yleld below =«3 percent on the investment.

Henee, with no charge on the butget end with little risk of aveutunl
loss, the Governoent could asetivate n large volume of construction of a
type that woula facilitete tue highly cesireble trunsition of the imcus—
try to a mess production basis.

5+ General, This suggestion originated in the Federsl Housing
Administration and hes the enthusiestic support of some of the best
technicians there. I. u.s ciso received the ent husiastic support of
Andrew Eakin, who is constructing the big Metropoliten devalopment.

+ MacDonauld is sequeinted wiih the sugpestion out it heas not been
brought to nis sttention recently. If the genersl idea muets with Foir
approvel I should like to offer certain susgestions for your consloera-
tion relating to drefting end sponsorship.

e

Lauchlin Currie
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o Lrasclon frionos of mine Wive becn
nfler me for comt time to plve an of:-thu-roecor:
it to Lt doutrur o birnnch or the Crnraien
Institute o Internstionni Arfeirs. Thoy woulo
pry sl expeniics ok nesure me thet no Speagn
Bt ower Loen’ Juoted, I you huve no objectiv,
£ cuunla Llge teo {ly up some weckend., I nave
ite o few fricnus in the hipher Civil Service
ut Oitewn rnd T showls e plad to sttempt to
soeure Lt the sume time any backgrouns informu-
tion of tn ceonomte nature you mirht eare to have,
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WASHINGTON
Merch 12, 1940.

UM FOR THE PRESILENT:
Re: Small Pusiness Loan Legislation,

Jim Mead hes acecepted all the Federal
Reserve suggestions, so that the proposed
legisletion now takes the form of amencing
Section 13b of the Federal Reserve Aet to
remove certain restrictions nmow in the Act
and place the Federal Reserve on a comparable
feompetitive™ basis with the RFC in the
mokeing of industrizl advences. It also
cuilaing a provicion eliminating the peyment
of 2 percent interest on the sums adwonced
to the Federnl Reserve by the Treasury for
industrisl loans out of an ear-marked gold
profit., This should probably be cleared
with the Treasury. i

I don't think this bill weild encounter
muich opposition end, through enlisting the

cooperetion of the Federal Reserve Board,
might accomplish some recl good.

ﬁﬁ:?fiiiﬁcdk .-:l-;

Lauchlin Currie
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IN Tik SENATF OF THE UNTTED CTLTHS
AT RT
Intended to be proposed by Mr. to t e b1l (S.3343) to

amord seetlen 13b of t e Federzl Rescrve Aet, as smerded, vis:

On pege 4, line 7, beginning wit t.e words "upon recuesth
sirike out tirough t-e word "agreement® in line 8 und insert in lieu
thersof the followirg: ™upon reguest by t'e Boerd of Govermore of
the Federel Reserve System, in such emounts snd ot puch times ss £
Bocrd of Governors deems nececsary to enable the Federcl Reserve
banks to l.lua tfm loans, dinm:pis', advencee, commitmentc and pure
chooes suthorized by ti.is s;nﬂm, ant upon execution by esc’ Fed-

ernl Foperve benk of en cgreement”,




BILL 8. 3343
PROPOSED AMENDMENTS TO SECTION 13b OF THE FELERAL RESERVE ACT
Section 13b of the Federal Reserve Aot now authorizes

Federal Reserve banks to make loans direct to established comnercial
and industrial enterprises for working capital purposes for periods
up to five years., It also authorizes the Federal Reserve banlis to
grant commitments to or participate with financing institutions with
respect to any such loans, The limitations now contained in the Act
with respect to working capital, established businesses, and matur-
ities male 1t impossible for the Federal Reserve banks to grant credit
to many worthy enterprises, particularly where additional funds are
needed for expansion or improvement,

r

: The proposed amendment would eliminate these limiting pro—
visions and permit Federal Feserve banks to extend credit to any
business enterprise, without restriction as to purpose, for such
periods as the circumstances in each case would warrant,

Under present law the Secretury of the Treaswry is suthor-
ized to pay to the Federal Fescrve banks up to $139,299,557, out of
the inecrement resulting from the reduction of the welght of the gold
dollar, for the purpose of enabling the Federal Reserve banks to make
industrial advances. This is the amount padd by the Federal Reserve
benks for stock in the Federal Deposit Insurance Corporation, The
Sceretary of the Treaswry has raid to the Federal Reserve banks approsx—
imately $27,000,000 for this purpose, The law now requires the Foderal

Reserve banks to pay the Oovernment 2 per cent, if earned, on the amount

received from the Secretary of the Treasury., The proposed amendment
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would direet the Secretory of the Treamsury to pay to thu Federal Reserve
banks vhen requested by the Board of Governors of the Federal Reserve
System, such portions of the sum of $139,299,557, not already paid to the
Federal Ressrve banks, as the Board of Governors mey deem necessary to
cnable the Federal Reserve banks to make the loans, discounts, advances,
purchases and commitments therein muthorized, would climinate the provision-
for the payment by the Reserve banks of 2 per cent, and would esuthorize

the Board of Governors to make such reallocation amonj: the Federal Reserve
barks of funds roceived from the Scerctary of the Treasury as it may find
neccssary to moot oxisting needs.

The amcndment also prevides that whonever the Board of Governors
of the Fedcral Rescrve Systom shall conelude that the amounts paid to the
Foderal Reserve banks by the Scer.tary of the Trouwsury arc no longer necded
for opcrations under Scetion 13b, the amount rcocived from the Scerotary
of the Treasury, plus incomc and less cxponscs and losscs, shall be paid to
and beeome the property of the United States,

The amcndmint eliminutes the roquirement of the proscnt law that
cach Federal Eoserve benk shell have an Industrial Advisory Committee to
pass on ull loan applicaticns.

Under the present Soction 13b cach financing institution obtuin=
ing 8 comritment frem or participating with & Federal Reserve bank on any
loun must bour at lcast 20 per centum of uny loss thut mey bo sustained.
Th. proposed amcndmont would modify this to provide thut the financing
institution nust beer at liast 10 por contum of uny loss that may be sus=
taincd on such & lean,

VARCH B, 19.0
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V) THE WHITE HOUSE
WASHINGTON

March 13, 1940.

MELIOFANI UM FOR THE PRESIDENTs

Re: Nationsl Labor Rela:ions _Board,

I suggested to Mr. Fahy the other day thet
I woulé ‘appreciate a short memorandum on the NLHE.
He sent me the ettached s Waieh contains a brier
Summary of° the recoru ant a concise aefense of the
Loard end of the Act as they now stend. It is
perhaps all familiar to You but ns I have observed
that no Board member hss been to see you recentl
I thought I had better pass 1t slong. °

Fahy, of couwrse, feels that certain of the
amendments proposec by Smith would be frtal to the
purposes and administrstion of the Aet; thet action
can be avoided in this session; anu thet every day
80 goinec will be accomprinie. \¥, en ever-growing
acceptance of the fet ana its adrinistration.

L

L

Leuehlin Currie
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BATIUNAL LasUH Rl TUNS BUARD
status of nork

iln represeatation ceses, toat is, the cuses in wnich the Boerd
determines tue appropricte bargaining unit end either hélda elections
or, on tae basis of tie record, certifies toe representatives thut
ouve been seiected by the employees, the wori ﬁf tae bBoerd is practical-
iy curreat. Jinis is one of tue two important branches of tae WOTH.

lo unfair lubor practice cuses, that is, cases in wonich anfter
hearings, ete., toe posrd issues orders tgainst employers to prevent
gnd remedy violutions of the stutute, the great buckloyg of cuses which
accunuluted duriiz tae period following the veiid-tion of tae Act by
toe Supreme Uourt is constantly being cut down ang it is estinsted
toet witain six montas at tone outsiae, . tnic secoud brancia of tne work
will also be current.

The tremendous volume of cuses walch ceme t> tae Board following
the vaiiaution of the stutute april 12, 1937, wiaen the Bourd's
orgunization was smell, presented mn alnoet unprecedented problem. With
the expznsion of the staff of the Boerd underts<en to meet this problem,
with the dilisent appliestion of the whola starf, and with tie levelins
off of the rute ot inflow of cuses, the status of the work of thne

Horprd is now good and is continuing to improve.

detuods by shicn Cases Heve been Diaposed of.

There neve been brow:ht to tue bBourd 25,00 churgus of untuir labor

pructices und patitions for certitication of representutives. The forier

[ —



involye edversary prueeedin-s against employors. More then three—
rourtae of the cuzes in this catezory huve been disposed of'. Of
those disposed of, 9l were disposed of anicebly or by dismissal or
by withdriwsl of tone ehurke by the party filing it with the Borrd,
witnout the necessity of the Board issuing & formul complsint aguinst
tie employer. Of the 9% of the cmses, that is, those in which com-
plaints were issued, 4% were disposed of after lasuance of compleint
but without the neceasity of doard decision. So that in only about
5% of all tne tnousands of caszes dizposed of neve bBourd decisions
greinst employers been rendersd; and in a substrmtinl nuaber of these
ulso the complaints were aisuissed in whole or in purt by the Boerd in

its decision.

Litigation of the Bos=rd
Perhivpe tas most objective test of toe caliber mnd correctness
of the Hourd's vork is found in the court review of its decisions,
buged oa toe records mude nt the nesrings on waien the Zourd bases its
declsions ana orders. Tne ultimete objective test ia found in the

decislons of toue Supreme Court, in whien the unusuelly lurse number of

<4 Tiuul decisions heve been randersd over & pericd of sbout three yeusrs,

In 4u of these cmaes tae Bocrd's position wos sustained, in two not
Sustalned, wnd in two susteined in part snd po sustuined ln part.
Vuried und diflieult questions of constitutional lew, stitutory con-
striction, epprogricteness of the renedies cullied Tor in bousd oraers,
idestions of fact, ete., were iuvolved in these 24 ouges. The record

or the Boerd comstitubes tne best record ever mude by any a-ency of tue

- a
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Government judeed by review of its work by the Supreme Court. Ino the
cirecuit Courts of Appesls the percent ege of spproval hus not been as
higa, but es Deen warrison recently saild to tne Congressional Committes,
it hus been "notable." Thers huve been about 100 final contasted
decisions of the courts paseing on the Board's work since the Lot was
sustained. Tnis excludes more thun 104U injunction suits, ell of which
were finally decided favorsbly to the Hoerd,

The Criticisms of tne administration
ol the Act

The aetual anelyses of the recordc and statlsties of tue Board
show that there has been no fevoritisi as betwsen the A. ¥. of L, and
tie C. £, 0., Ulhe record simply refutes eny suca claim. In cuases in-
volving the appropricte berguining unit, in which tne confiict betwean
the 4. ¥, of L. end the C, 4. 0. before the Bosrd has been keenest, the
Bourd's Globe doctrine, under wiicn thae employees in the smallar eraft
unit ere permitted to vote separstely whether or nat they desire to be
reosreseated by the erut't or the lurcer unit, is fuvorable to the
A« Fo of L. Tae otuer principel basis of attack by toe a. ¥. of L., has
buen tawt in a smell number of cuses the Board nas found it necessary to
set uside a. o, of L. contracts founu to have been wsue in violution of
the st.tute, due tu tae interrerence, cosrclun ana rostreint of the
employer in violution of the stutute. uUniess tue Bosra nad gone go in
tiese crses, the employees involved would not nave been permitted to

exercise the free cnoice ia seiwcting representstives suurnnteed by tae

SR T
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#et. Toece ceses nave been few in nunber. The seme prineiple uh;
been applied in both a. F. or L. =nd C, i, U, cuses, aithoush tnere
have been more cuases in woicno the contruct set mside was made with
an A. ¥. of L., organization than with s U, «, 0. affiliate,

knployers may not justiy complaint of partiality sxgeinst toem
when it is remembered trat the overwhelmin. bulk of the charges filed
eguinst them have been disposed of amicubly or in fevor of the emnployer;
and in the small percentage of cuses in which orders 8ptinst employers
nsve necessarily been issued, e2ll sueh oraers ars subject to court
revias belfore tney sre enforceable. UI course it is true that in some
of these cases some of tine employers wio were the losing litigants mey
heve telt injustice hsad been done, but tie record of the Bourd io the
lurge number of ceses which have gone throush the courts shows thut
thiere hus been no wore than & normel bumsn perceatage of' error. Jud -ed
by compurison of tne Bourd's recoru with the record even of the courts
taemselves on review of their decisions by higher courts tuis is
iacontestuole. To iilustrate, the Supreme Court hes reversed Circuit
Courts of appesals in Lubor dourd ceses, end susteined the position of
the board, much oftener thun the reverse.

#8 to the peneralized eriticism of tne procedure of the bBoard, it
ieg beli=ved that t.e bo:rd hss probubly established sus careful and as
fair & procedqure n& Bny sgency uas evar udopted. The procedurs hes
been consistently sustained by tie courts. L1t would be int erestiag
to compere tne mnalysis ol' the boerd procoedure beisg mude by the sttorney

Genercl's Committee on administrstive Proceaure with tihe snelysis by

thet Comnitlee of tne procedures of otner independent wrencies,
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The eriticisms of individuul acts of & large staff carryiner on
& very important work in an emotionsl and super-critical atnospnere,
such a8 those incidents disclosed by the Smith Comaittee, reprssant
no more then occasional humen error on the part of some members of
the staff, occurring elmost entirely when tne stefl wes goiog tirousn
& period of extruordinary 8Xpansion, wus under grest pressure, and was
necessarily loss exverienced tomn now., “any ol the incidents refarred
to in toe testimony before the Smitn Vomaittee in a eriticel manner
are shown to huve been cleaned up entirely by tne Board itself in the
ordinary process of improving its own personuel and edministr:tion, a
continuing process witn any arency employins & larce number of people,
particulur};r B Dew Bgency.

The press continually cives & completely distorted picture of tue
"diselosures." To illustrate: On Thursdsy lust the Hersld-Tribune
(N. Y.) in an editoriel saia that tne organizetion wes "infested with
suieq." Tais is s0 wbsurd as to be Simply incredible, There is no
8py or anything comparable to & 8py in the whole organization. Tuere
are two Special nxaminers wuose funetions are zZoovn to toe woole
orgunization and wno do routine cnecking und co-ordinution of toe work
oI tue re:ional offices. More of tnis sort of toning is desirable to
brini: to euch office tae benefit of tue eéxparience ana knowledue of the
menuer in whien the work of sll the offices is handled. Tne two
Specicl bxeminers are tne “sples" with wuich Lue orgunizetion is

"intested.”" Un tue smmne dey sn eaitorial in tne washincton Post rafurred



to tane "overwnelning” proof that triul exsminers rnd Board sttarneys
trylas ceses before trial exeminers wore or less combined their work
to the detriment of varties. The proof before the Suitn Comnittee
wes bhut in two insteances tois had occurred, but the proof elso was
thut in one of tnese instrnces the Hoerd hed found out ubout it and
set u2slde the wnole hearing, end thut in the other instance the case
had been ubandoned and tae eomplaint dismissed sgainst tne employer.
Toeze are two instances out of' thousunds of newrinse. Tonere may pos-
8ibly be other instances, but tne stutement of tne Viesnington Post was
8 rasn distortion. Ua the same day, wr. Devid Luwrence, with his
usuul intemperste lengurse wnorever the bourd is colcarmned, cisimed
thet the investigstion hes reveuled ths C. 1. 0. mekes the poiicies of
bae Hoafd, et¢e. hLe cited no proot, and toere is oothiag in the record
before thne Smith Comaittee that even asprouches any proof of suen wild
and irresponsinle stutements.

The Act und 166 administrution are Acocomplishing

Their furisoses in Accoraance with thoe
Consressionul Intents,

Dr. wubin's testimony before the Comuittee suuwed tuut tiere aus
been & genersl downwerd trend in strikes since tlhe Sunreme Court
sustilzed tue het, notwithistunding ths tremendous inere=se in the
members ol unious. Tfne sit-down strike which <rec u- in the varind of
resiatrnce to tie seb, Lns greduelly fedea out und 40s becona non=
existent sinece the Supreme Court susteinea thne sot. Stubsulized labor

relotions asve suraud torouil v grest ineressze in the number of cone




tracts between enmnloyers and unions, wors toen = million enployees

have votea In bonrd electlons for bergeinine scencies. [ue duy of the
labor spy and professional strikebresker is om etically over. [Inousunds
of employees heve been reinsteted to tueir positions after heving been
dizensrved merely becsuse they belon:ed to or were octive in o union.
Harlan County nsas passed its notorious deys, and slthourh the
progecutions of tane vVepartament of Justioce were extrouely important, the
teet is tnut it wes the Labor bowurd thut Tirst est-biished in tnout
county, througzn court decisions, tne new sra of protection of the rivat
of self-orgunization. Industriul pesce hes reizned in biz steel, en
incustry in which previously some of tne bloodiest snisodes of our
industrial history grew out of tae oproszition to OIxwiized labor. Une
could po on speeifyin indefinilely the imorovement in impor relstions
and tue eliminction of' evils, the benerits to the individusls end
comnuniti=s, Tnese ure overlooged. ILe bourd is eurreutly pregnring
Tar end will shortly conduect & great electisn in the eutomobile

iadustry in esailen spproximetely 150,000 employees will vote for bergain-
ing wiencies, [ne election hus been srTren ed with the eonsent of tue
employers und the emoloyees. ouca tninss os tuese, «0in, on &5 &

curr«nt pert ol the work, &re the cignificent thinga.

Phe Future
ine aet iz belng generslly seeested, tng will pasy too stoze of
sérious econtroversy if tnere is nd retrect now I'rou its fundementel

prineiples. l'he borra oreenizotion nes nsturally improved witn




exparience, I'ue ststus of its work is constuntly improving. YThe
wnole orgenization Tunctlons more smootuiv cna eliiciently, And inaeed
in en ctmos fhers Iar Less controversicl smons bhose witn wihoa it aslly
deals , thua ever before. Tae emotionsl hanrover of oprosition und
eriticlcm ins po reci relation to tue uwetusl work or the Bowxra from

day to dey tarousnout tae country.
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THE WHITE HOUSE
WASHINGTON

. March 14, 1940.

MEMORANDUN FOR TH. PRECILLNT 3

Re: Herbert Hoover cnd fiopleg.
L ? lr’ Ir

I have jusi Leen told of on smusing
little slip with embarrassing historical
associations Mr. Hoover mace vhen testi-
fying before the House Foreign Affairs
Committee on an appropriation for Polish
relief. He statcd that shipments of fooa
would not gieprive the fmericon people
of "one apple”. I am told that this
appeared only in the fiv.t newspaper
eaitions,

0{:..:_;& s e
Lauchlin Currie
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THE WHITE HOUSE
WASHINGTON

March 15, 1940,
JRANDUN FOs THE PRESTUENT:

Ret Farm Security ‘

Sometime back you authorized me to canvass with Jesse Ju.es the possi-
ty of finanecing the rurel rehebilitatiion losn portion oi the Farm Sscurity
ram outside the budget. I went over a proposnl alonp these lines sub-
ed by Seeretary Wallace with Mr. Jonea yesterdey. This proposcl is that
Ferm Security Administration should raise its money “er .ehabilitation
s from the RFC, pledging its existing louns ($320 miiiion) as coll:iersl
. the RFC. WMr. Jones said thut if this werc mece viseretionary rather
. mendatory, permitting him to decide how mmuch to losn =nd how much
ateral he would require, he would not only have no objeetions but he
d favor the proposal. I heve reason to believe tuu. tuis suggcsted
ge would be acceptable to Agriculture,

The acoption of the propessl would -

l. Permit an expansion of the rural rehabilitation locn progrem. Of
proposea $123 million appropristion for Farm Security only $68 million

d be availcble for louns, which would be o reduction of $35 million from
current year's program. Seeretesy welloce belicves thet $150 million of
8 are needed.

2+ Permit a reduction in budgetary expenditures. If borrowing author-
fron the HFC were secured, Faru Security belicves that its budgetory
opriation could be reduced to $62 million, covering the cost of admin-
ation, grants, migratory camps, etc. This would be a reduction of $60
iul.

3. Permit en expension of other programs without enteiling a net in-
se in the budget ss submitted by you. There ssems ev.ry likelihood

e determinca drive will be made to earmark a portion of the work

ef eppropriation for the food stamp program, siuce Congressmen are unier
L pressure to have citles cnu counties in their distiicuu acasignsted,
r existing aporepriations, howewvcr, the fuir quote of ci‘ics ror all
23t year will be reached in about forty-five dsys. On the other hind,
opears undesiralile to reduce money f'or WPA. The release of u portion
e present rasw ceeurity appropriecion woult permit & countinucd expan-
of the extremely popular food stzmp progrom without reducing funcs
vork relief. A
The relief appropristion is to be introduced early next week. Mr.

5 is planning shortly to propose .ertain smenaments to his Act snd
:8tcd that 4f the proposcl under discussion is scopiea, i. could o

: with his amendmenta,

Lauchlin Currie
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March 16, 1540,
Re: i a 8

Both Senator LaFollette and Lepurtment of Agriculture people have ealled
me about this. I have therefore checked into the matter. I nlso tulked to
Daniel Bell nnd ascertaincd his objections.

The idea in brief is to convesi tie present uncoutted moral obligntion
in conneetion with Lend Bonk boncs to a legal obligation, secure the resul-
tant aavantages of lower interesi retes and pass this acvantrpe along to the
farmers. It is proposed to reduce the rate charged formers to 3 percent,
refund immediately at 2 percent lanc bank boncs helt by the Federnl Farm
Moriguge Corporation and refund the bonds helu by the public as they become
callable up to 1946. The annunl subsidy required couln be somewhat less than
that currently being paid anc by 1946 it is anticipatec that no further sub-
aildy would be required.

Arpuments fer

l. Lower interest retes end possibliity of lonper terms or p-.yme'nt
for lermers with & lessened immediante churge on the bucget,

<2+ Inercasud sceurity of principel as a result of lower innuel charpcs.
Areuments apsins
1. Govcrnment will assume a large contingent liability.
<+ Less rescrves will be accumulated to meet eventurl lossce.
3. The Government will be co.amittod to a subsley for at lenst six yenrs,
Discussion
The Government alrendy hus the mornl obligation without the of fsetting
aovantage o1 tne low rutc on puaranteed bonds. In effect we now jusrantee
“ substantirl portion of urban mortgnges. Ve sre wlso in effect committed
to o contliuuing eubsivy es L is hi hly unlikely that Conyress would force
u return to the contract rale of 5 purcend on farm mortjuges,
Less rescrves would be aceimulatod but therc is some Jyuugtion oe to
whicthor oxisting Lorrowers shouls be aosessca to mrico up the losses thet will
arlse from taklng over many poor loone in Lhe weptiis of the wepression.

Taese «wvenlurl lossce ml~ht more proyerly be chaorped apeinst capitnl,

The propesil woulu mot interfere with the return of oxcess oipitrl to
the Government since proctically all of the propoica retirement of private
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un ror the Presicdent - l-reh 16, 1940,
Fineneln;, ol Tarn Mortoe: g,

Ltr | stock in the l-m bonks vould tok, 1he form o ¢ reduction in
outstonding lo-no. The o “unpiion of ¢+ lugsl Furrrntoe wowid, in
|y dlspose ol Lhe crjument thet e reduetio: in 1ie Lime Bonks! cepitnl
L. mnke the sale of cebenturcs mors o I1icull. g

The reduction in the rote to 3 » reemt lu perhi i 6 1iiile cxcern=
» A 3, pereent rote mich! be more appropricte, at lenst uniil more
meilny 15 possible, cno this wotli reduce the: tubsi. vy recuired.
"owers woulu still benefit through this rate bein mwe permenent ,
ugh th extension of mituritivs on farm lozng, throuh the repoyment
fe privately<held esplinl stock, rme throuph the reduction in tie
+ on Lani benk Commissioners' loans vhich ic now 4 purecnt. Sn oodi-
vl polnt migh! Lo mede thit if interest rotes remcin low, os a pecrs
ly, © 3% percent rate to furm borrowers might eventually permit o
yment to the Trocswy of purt of the mubsicy initially re uired.

LaFollette stotca thut he bulicved duministration support for this

ure would in twrn remult in Inercesed Cowression: L support “or the
veninlatration of FCA.

fc..:_.. B2 i

Leuchlin Currie




i THE WHITE HOUSE
WASHINGTON

M= I‘Gh 23) 194‘3

SEORANDUN FOR THE PRESIDENTS
Ret Federal Revenue Receipks

The reports on income tax collections
through Harch 20 indicate that receipts for the
month are likely to be between $660 million and
7670 million as compared with the independent
eatimate of $650 million and the Budget estimate
of about £550 millionm.

For the current calendar year, the independ-
ent estimate of total recelpts is about £450 mil-
lion above the Budget estimates.

In terms of the debt and cmsh balance
figures, indications are thet if the debt as of
June 30th is the same as in the budget meosage,
the cash balance would be $1.5 billion; if, on
the other hand, the cash balance is ¢1 billiom,
then the debt would be £500 million less than
in the Budget. Actuslly, il no new cash ia
raised in the open merket, it sopears probable
thut the cash balance will be £1,250 million
and the debt £250 million less than shown in
the Budget, or about £43 billion.

= —
i

Lauchlin Currie



THE WHITE HOUSE
WASHINGTON

March 23, 1940

Jerome ssked me to call the sttached
clipping to your notice. There does not
appear to be much point in Wagner holding
hearings on investment trusts if these
hearings are merely golng to be a sounding
bozrd for s general sttock on the S5.E.C.

i::i;af o
N

Louchlin Currie
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WASHINGTON

Lerch 23, 1340

Re: £sCohe and the budset

I heve spent & prest desl of ti-e this week
on verious propossls rel:tin: to the inter-:t
rite on farm mortgopec. I huvwe eome to the econ-
clusion thet if the Wheeler-Lr¥slleite-Eankiiead-
Jones bill wore modified to provide for o 2 twer-
cent insteed of & 3 percent roite, wit' some pro-
vislon for the luter rejeyuent of the recultlng
sukll subsidy (13 million next year) to the
Government, you could ruite consarvetively
suspord 1t. I beliewve thet the snonzors would
so modify the bill to zecure Ad-inistration
sunoort, and thet Seeretiry Viellece would be
glad to =sunport the bill with tiese zodific: t! ins.
Unless sope such cocpromise ns this is worked o1,
I ferr thet you will not on r fren tae unpopu.rr
step of vetoing a five year extensisn of ths
precant srrenpesent (& bAll to tils e77sct ko
elready prened the iouse}, but, in srdition, ace
your veto over-ridden «c In 1238 with o regulin:
cdditionnl anrusl charge on e budiet of (30
mil lon,

L&

*
fu

I: <nw pusmagtlops meet ol your o Pl
aml 18 rermka ;I atedl be oo 84 clanr W
o tber with Seerekory el lnes, erplape e

unuer whky currently.
!
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THE WHITE HOUSE
WASHINGTON

M=rch 25, 19.40.

MEMORANLUR FOIL THL PhiSIDENT:

Re: £ plo t Insura

£5 & result of an intensive reworking of the statistienl
materiel, Mr. Lotimer comes out with an cstinstc of the cost of
providing & systen with benefits compsrable to state benefits
only half as nizih as the origincl Soci:l Security Boeord estiuctes,
which latter the Soei:l Security Booru now acmits to have been
at least 80 per ecent too high. It still, howevcr, amounts to
about 43 per cent of pryrolls. Hence the diffvrence tetween en
inudecuate schedule of benefits end one that can get by is esti-
mated at only $1.5 million, Actuzl experience mey, of course,

result in even lower costs.
-

All the poople I consulted within the Administration feel
strongly that it would be most inadvisable to set up a s stem with
the low benefits the yiela of = 3 per cent tox is estimated to
covier. Thoy recommend either trying to securs an sdvance from
the Meritime Commission's ship construetion funie to insure the
financing of a provisionzl system or ettemp ing to tap the rapicly
mounting Heilroad Unemoloyment Insurcnee Fund.

You might care to consioer calling in the reilrosd lebor
membera of your Committee of 5ix, George Harrison, Dave Robertson
and Bert Jewell, and put the proposiiion up to them. You might
hint at reducing the railrosc unemployment payroll tex whose
¥yieli has turned out to be far more then nscessary to finence
benefits; you might hold out th: prospeet of working toward
unification of bolh regulstion end socicl seeurity for all of
tronsportation, so thit what th. railrosd unions lost through
higher unemployment amonp; the seamen they would gein in lower
costs for rellremunt benefits, since thc cverage ags ic far less
amoug; the seamen &no othur tronsportetion workers. It is this
argument that weighe wit' Mr, Eddy, the railroad labor member of
the Reilrocd Hetirement Borro,

I thought il Lest not to consult enybooy on the Hiil, as

you sugpested, until I leern your vdshes ofter cousivering the
possibilities outlined in the att:chiu memorsncum,

Leuehlin Currie



larch 25, 1940,

i UNIMPLOYMUAT! INSUR

a
Receipts From & Three Per Cent Pry Roll Tax

It is estimated that a three per cent pay roll tex on the deep-sea
maritime industry would yield about £2,900,000 a yeer, Ascsuming thet
the cost of adm{i}stration would not exceed $300,000 /ten per cent of
the tex proceeds /, sn average of about $2,600,000 a year would be aveil-
able for benefits.

Benefits Possibl Enues m & Three Per Co

(a) A weelly benefit rate of ome-helf the weekly rete of pey,
including the value of subsistence, to a maximum of $10 per week, with
a minimm of §5 per week.

(b) & waiting perioo of one weel et the beginning of each scparate
spell of unemployment.

(e) Benefits puyable on the basis of a fixed benefit year from
July 1 to the following June 30, vwith a.prosrizte transiiional provisions
for pryments between Jenuary 1 ono July 1, 1941;

(é¢) Benefits psyable for a meximum of nine weekc in the benefit
yeer. ~

(e) To quelii¥ for benefits incividusls must hive earnea et lesst
$200 or tie aqui&{l&ni in terms of days of employment (proiatly ninety days!
employment) in thc calendar jyeer preceding the begianing of the benefit
¥ear,

() Benefiis withheld [or tiree w.cks from persons who lecve work
voluntarily without good cause (fuilure to renew employment at the end
of & voyage would constitute a voluntary yuit).

£ ik

(g) A eimilor disguclification for fullure to acccpt suitable work
aveilsble and offered to en appliecant, unless he hod goot causej in
accordance with the proctice of the industry a moritime worker would be
deemed to heve a goot cause for rejecting two job offers when at the top
of the list, under the rotery hiring practice.

(h) A disguelificetion of five weess in the event unemployment
resulted from pirticipetion in a strike.

(1) Maeximum benefit peyable in a yeor woulc be about $90 with the
average ot §50.

Comperison With Stote &
An unemployment insuronce systim having such provisions wouiu be

meterially less fevoreble to meritime workers then woulc bo the pro-
visions of the typical State lew. Even the lecst liber:1l State law
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would be suverlor to the moritime system, The importent benefit pro-
visions of an unemployment insurance 5ystem are thoge releting to the
weekly benefit rete, the me:imum dura.ion of benefits in the courss of
a yeer, and the amount of earnings needed to quslify f'or benefita. The
typiccl State provides for & meximum weekly benefit of $l5; there sre
six States that pey & lurgor amount ($16 - $18). A three per cent
meritime plen would provice for a meximum weeily benclit of only $10.
Normally the States ere paying benefits for n meximum of sixteen wceks
in the year. However, some States pey for tweniy weeks or more and one
State for as mony as twenty-six weeks. Ewven the least liberal State
provides for a meximum of twelve weeks. A three per cent maritime plan
would place the worker in & much inferior position in sallowing benciits
for & meximm of only nine woeks in the year. The inadequacy of a
three per ecent plon is further aggrevated by the earnings qualifieation.
The typicel Stete law requirce as & condition of qunlifying for beneiits
thaat the unemployed worker should have earned a little over $100 on
woges in the yosr precedin: the unemployment. Only eight States re uire
$200 or morc in earnings in the preceding year, As comparcd with the Stole
systzms ithe three psr cent plsn rejuiremcnt of $200 in qualifying wages
ig very rigid.

Updesicability of g Senurg gg P ent Sy

Altmeyer, Meluit, Bruere, Bigge, Block unc Letimer are unanimous in
stressing the undesirsbility of instituting o Federal system with the
above schedule of benefits. They feel thet the seamen would view such
a system unfavorably and that it would offer u most unforiunste precedent
in the current strugsgle betw-un thuse cdvocating more liberal benefits
in the Stete systems end those advocating psy roll tux reductions.

Agcorcing to Mr, Letimer's calculetions, benefits eouparchbic to
those preveiling in a fpienl State system could be secwred at o cost
equrl to 43 per cent of pay rolls, or about $1,500,000 more thun the
3 per cent tax would yleld. Such benefits would renge from §5 to £15
a weex for e moydimum porioc of sixtuen weeks.

A. Build up & func that could carry the provisional ni%x per cent!
grsten through a three or four yesr perlod with the thought that in this
perioe & netionel Federel re-insurance or gyuelisaiion funé for all tle
unemployment inguronce systems will be crested. This could be done by

(1) Imposing = tax as of July 1, 1940, sufticieni to pro.uce
in the last six months of 1940 revenuss equivalent to a puy roll
levy of 3 per cent for one yesr (about £3,000,000), the regulsr
pry roll levy to begin as o Jammoary 1, 1941.

(2) Securing en advence frou ths eonstructlion funcs of Lie
HeritLae Commission of $3,000,000 with o susrintee of repayment by
the Treasur il nccessary.
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(3) Begiuning benefit psyments Jenusry 1, 1941. This pro-
cedure may or mcy not involve a subsidy, depencin; on the unemploy-
ment experience 'nd the arrangements mace when anc if the general
Federal equolization fund is established. I% does not in any event
contemplate a permanent subsidy. I+ wonld probably be prudent to
provide by advunces from the Tressury for the remote contingency of
a complete paralysis of Amcriesn shipping.

B. (l). Another course favored by the conferces woulc be to me rge
the railroed end meritime unemployment insurcnce systems into one ircne-
portetion unemployment insurcnece oystem,with some poolin: of risks of
costs above 3 per cent. This would, or course, re uirc the assent of the
rallroud unions. Arguments acwvenced for this proceaure ore ns follows:

(1) It would permit the psyment of the reilrecc unemploymsnt
insurznce benefits to seamen without recuiring either o2 Federal
subsidy or a pey roll tex hicher than 3 per cent.

(2) Annusl ruilroud unemployment tux collectious sre sbout
four times more than annuel benefits, the cifference for this year
being cstimsted 2t around $45,000,000. It is incieated thot on the
basis of the present Railrosd Unemployment Insurcnce Act and account-
ing f'or texes on an accrual basis the fund es of December 31, 1941,
will be about ten times the average snnusl ‘peyments during the
calender years 1940 and 1941, The fifures,on psyments, morcover,
assume thet there will be an increase in benefits in 1941 of forty
per cent over 1940. Should this estiszets not be reclired (auc it
appeers to be quite a conservetive one) the fund might well be
twelve or fourteen times the annual benefit puyments. According to
the above estimats, the cost of the roilrond benefits over and above
the three per cent tax levied on the deep-ses tranch of the meritine
Industry would be lecs than tie interest which would acerus to the
reilroad account on additionel reserves to be accumilated in the
two years 1940 end 1941 under the present law.

(3) The Reilrocd Unemployment Insurence System alreac: covers
about 4,000 meritine workers in the employ of steamchip lines orned
by railrocds, anc it woulc be undesirable to have such workers
reccive benefits differing wicely from other maritime workers,

(4) It would be unwice for the Federal _overnment to muliiply
nstionel unemployment insurance systems, aoministraiions, ecnd scts.
Conditions of employments and unemployment smong woriers in differeont
branches of the trimsportation inuustry are sufficlently similar to
varrant inclusion under one yystem, with diserctionary powers to tose
account of especisl concitions with respect to emnloyment, Unenloy-
nent in the shipping -no reilrose industries are in pert relsted in
that thoy moy recult from shifte from wetor to rail trunsportation
and vice vorsa.



=

(5) The plun woulc provice a permanent, rethor than a pro-
visioncl system of meritinme unemployment insurcnce.

(6) The Federal government shoulcd aim at the intcgration of
sociel insurcnee, including olc age cnd survivor insurcnce, uncmploy-
ment insurence, workmen's compensation, snd health imsurcnee, for
transportation worxers ec & vwhole. This woula not enly contrilute
to the unification of notionsl transportation end to common regula-
tion of all branches of the tronsportation industry, but would clso
equslize competitive costs among different braonchics of tronsportation
in so fer &s sociol Insursnce taxes are concerned,

B, (ii). A varistion on this procedurs wouli be o institute the
"4z per cent system™ benei'iis rathior then the scme bepafits ez the rail-
rond workers receive, with the provision of an "aovance" or e limited
subsidy from the Railro:d Unemployment Insurcnce Fund,

Coverage end Adninistration

The conferees are unanimous in recommen: ing that regardless of the
schene deelded upon, il shoula be auministered by the Reilrond Retiremsnt
Board. They also recosmend that the coverage of' the system should ve
limited to intercosstal and other deep-sea portions of lhe incustry, with
a provision for & 3 per cent peyroll tax to be levied on othsur bronches
of the industry now exeluded from the Fuderal Unemployment Tax Act,

90 per cent of the proceeds of which to be mode available to stotes i
enu when thelr coveraze is cxtended to such meritime employmont.,
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\\ | March 27, 1940.

I have just learned from Dan Bell that at
the invitation of Marvin Jones he is going to
testify before the House Committee tomorrow
morning. In your letter of March 12 to Senator
Fheeler you stated, "I am surprised that re-
ports should have come to you that repressnta-
tives of the Treasury and the Budget Bureau
intended appearing before the House Committee
regarding this legislation, I am informed that
such reports are emtirely incorrect.® Would
you like me toi

(a) call Senators Wheeler, Bankhead and
LaFollette, informing them of Jomes' invitation?
Or,

(b) suggest to Bell that he beg off appear-
ing? Or,

(c) tulanllthathmrkingm:
compromlse measure and see if I can line him
up on it or at least not say anything that
would be inconsistent with the compromise?

Wl
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THE WHITE HOUSE Ll £
WASHINGTON

March 28, 1940.

R _THE PRESILE

He: S or

Senator Pepper would like to know
whether you have any objections to his
attempting to secure hearings before the
Senate Education and Labor Committee on -
his bill to employ 3,000,000 persons.

He thinks that hearings before a
sympathetic committee on a fairly radical
proposal might help the relatively modest
WPA appropriation.

it s,

Lauchlin Currie



THE WHITE HOUSE
WASHINGTON

MEMORANDUM FOR THE PRESTDENT:
Re: Farm Mortgages and FCA.

In accordance with your suggestion, I discussed my
possible basis of compromise on the Wheeler-LaFollette-
Bankhead-Jones bill with Secretary Wallace. I also dis-
cussed it with Dan Bell, Harold Smith, Marriner Fccles and
Chester Davis. There appears to be general agreement that
if the bill is passed in the follewing form, there could
be little objection to it:

April 2, 1940.

1. Continue the rate at 3% percent instead of the proposed
3 percent.

2. Guarantee land bank bonds and remove the present fully
tax-exempt feature.

3+ Make the subsidy or "advance" equal to the difference
between 2% percent and the cost of money to the land banks,
This would cover operating costs,

4+ Combined capital funds and reserves of $940 million
would be available to meet losses,

5. Provlde that losns made after 1946 bear & rate in rela-
tion to the cost of money to the land banks.,

6. It would be desirable, but mot essentlal, to abolish
the Federal Farm Mortgage Corporation.

The effect of these roposals would be to reduce the
subsidy from the present 533 million to $13 million in the
next fisecal year with the prospect thet it will disappear
entirely by 1945.

Would you lite a more detailed discussion of these

proposals or can I tell Secretary Wallace to go ahead and
work it out along these lines with the sponsors of the bill?

m\lauﬂhlin Currie
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Is this frem Lauechlin
Curris?
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1. Income Taxes, Despite the revision upward of $193 million in the
estimate for the fiscal year 1940 it still appears a little low. The independ-
ent estimate is $207 million above the Jamuary figure,

2e c e e The Treasury revised estimates are
down $33 million from the January estimstes. The downward revision occurred
largely in the aleoholie beverage texes. On various grounds thc revised esti-
mate appears to be too low. The unchanged estimate for estate taxes also
appears low, The independent estimste for this whole category is $4 million
higher than the January estimste, or $37 million higher than the April revision.

3. There appears to be no good basis for revising the
January estimate,

4. Customs, This estimate has been revised upward by $57 million, or
20 percent. This revision allows for an average of $24 million a month for
the remaining three months of the year, Should customs receipts average
nearly $28 million a month (collections in March were $29 million), collections
for the year would amount to about $11 million above the new estimates.,

5. 8 Rece The Treasury estimate is unchanged. The
independent estimate which on various grounds appears conservative is §17
million above the Budget estimate,

Summary, The Treasury estimete for total receipts is raised $218 million.
The independent estimate is $294 million over the Janusry estimate, or 7%
million above the April estimate,

Fiscnl vear 1941,

1. Income Taxes, The increase of $172 million in income taxes over the
January estimates represents a write-up for the last two quarters of the current
calendar year by approximately the amount indiceted by the March returns,
Apparently the estimete for collections in the first six months of the calendar
year 1941 has not been revised. The Treasury is evidently estimating $1,407
million collactions for the first six months of 1941 as contrasted with $1,352
million of collections in the first six months of the calendar year 1940. This
estimated increase of §55 million appears somewhai out of line with the Treasury
assumption that industrial activity will average 11l in the calendar year 1940
as contrasted with 105 in 1939. The independent estimate for income tax collec-
tlons for the fiscal year as a whole is put at $250 million above the Jenuary
Budget estimate,

2e a The April estimete is revised down-
ward by $97 million from the January estimate. The bulk of this reduction occurs
in aleoholic beverages and tobacco taxes. In view of (a) the assumption of a
higher national income and (b) the secular growth factor, a downward revision
of this megnitude appears difficult to Justify. The independent estimate is
$7 million below the Budget estimate, or $90 million above the April revision.
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3. April estimates are $8 million above the Budget
estimates. The independent estimate is $19 million above the Bucget estimste,

4+ Customs, Although the customs receipts have been revised upward by
$27 million, the totel still calls for a $40 million decrease from the esti-
mated receipts for the fiscal year 1940 and this estimete in turn, as we have
seen, appears conservative. The independent estimate is $42 million above the
April revision.

Sumnary, The Tressury's April estimete for totel receipts is $110 million
higher than the Budget estimates. The independent estimate is $335 million
higher. For the two fiscal years combined the Treasury's April revision shows
an increase of §338 million over the Budget estimates. The independent estimate
ia over $600 million higher then the Budget estimates.

General Observat ions,

1. acy o e Estimate Mr. Bell's letter calls attention to the
fact that the April revision constitutes an inerease of only 3.8 percent over
the Budget estimates. This is a little misleading., Leaving aside the fact
that the January estimates themselves were $100 million higher than the esti-
mates the Treasury wished to publish in November, it can be pointed out that
the January estimstes applied properly only to one-half year's collections,
since the first half year was already kmown. On a half-year's basis, the revis-
ion amounts almost to 10 percent. Moreover, as pointed out above, the revised
estimate still appears conservative. The revision in Yhe estimate for income
taxes alone for the six momths' period amounts to 18 percent., The estimate
for income tax collections for March alone was off 20 percent, Similarly, a
revision of only 1.8 percent in the estimates for the fiseal year 1941 is over
and above the $200 million more or less arbitrarily added in the January esti-
mates and, in any case, will probably have to be further revigsed upward.

2. Implications o evislons on Future Cagh = :
On the baslis of the Treasury's April revisions of revenue receipts, the Budget
Bureau's estimates of expeniitures, and making what appear to be reasonable
assumptions with reference to sales of savings bonds, etc., I estimete the
Treasury cash balance on June 30 at $960 million, This assumes that no new
money will be raised. The debt would be $43,160 million, On the same assump—
tions the Treasury cash balance on December 31, 1940, will be $1,110 million
and the debt $44,150 million. In addition to the assumptions noted above these
estimates assume a §700 million return from government corporations.

On the basls of the independent estimates the Treasury cash balance on
December 31, 1940, will be $1,370 million and the debt $44,240 million,

Thus, on either basis no new open-market borrowing appears necessary, and
additional appropriations could be mede for, say, WPA, without exceeding the
debt limit or drawing down cash balances unduly before the next session of

Congress.

3. E :ted D a The Treasury April revised
estimates of revenue would change the estimated deficit for fiscal 1940 to
€3,715 million and for fiscal 1941 to $2,006 million. The independent estimates
are $3,530 million and $1,850 million respectively,



THE WHITE HOUSE
WASHINGTOMN

Added Anril 22na,

The Buipet Bureceu is ecurrently estimating that
expenditures in flsgcel 1240 will be down Tifty million
from tle Jenuary estimster. The independent estimnte
1= one hundrec and nine million lower than the Jenuery
eatlnetesn, Combining the independent estimate of -
expendltures and receints yielde pn ertimate of the
deficit of 3.5 billion c¢oellers or four hundred million
less then the Nudpet Jenuery estinmste.

For the fiserl vear 1941, the expencitures otlher
than WPA are likely to Lie one hundred million less then
in the Budret (asepuming glxt-elpht m1lltion Form Security
lorne financed throush RFC) Assuming additional WPA
expenditures at four nundred encd £i7ty million esnd
eseualing the indenendent estimates of revenues of three
hundred and tiirty five million tigher than the Budget's,
tiie defielt would he ahout 2,2 b1llion éollars or
fpproximately the same pg in the Budget,

ror tie tws vears the defledlt would be but four
Lundred millione lsver thrn eetinmrted in the Budiret or
nearly the ermount of the edditional tares recuested.



April 5, 1940
COMPARISON OF ESTINATLD RECKIPTS, FISCAL YEARS 1940 AND 1941
(In millions of dollars)

: ¢ Treasury : t Change over tChange,

¢ Budget ¢ April tIndepen- :__ Budget estimates :independent
testimates: estimates :dent :Treasury iIndepen- :over Treasury
: 3 iestimates srevision tdent est. irevised ests.

Fiscal year 1940:

Income taxes... 1,959 2,152 2,166 +193 +207 +1/
Misc.int.rev. e 2’356 2’323 2,360 —33 +!+ "'3?
Soc.Sec. taxes., 832 833 831 +1 -1 -2
CustomSecessces 283 340 351 +57 +68 +11
Misc. receipts.__ 274 274 291 0 +17 +17
Total receipts 5,704 5,922 5,998 +218 +294 +76

Fiscal year 1941:

Income taxes... 2,306 2,478 2,557 +172 +251 +79
Miscl.int.rev.. 2,4-82 2’385 2’4?5 ""9'? =7 +30
Soc. Sec, taxes 868 876 887 +8 +19 +11
CustomSBesscecee 273 300 342 . 8] +9 +42
Misc. receipts. 221 221 225 0 +l +4

Total receipts 6,151 6,261 6,486 +110 +335 +225




April 6, 1940

ESTIMATYED DIRECT DEBT SUBJECT TO STATUTORY LIMITATION
(In dependent estimates: in millions of dollars)
Qutstanding debt, December 31, 1939 L1,980

Add for Jamuary=June 1940:
U. 5. Savings bonds (maturity walue) 890
580

Special issues to Social Security accounts, etc. +1,0L70
Deduct for January-June 1940

Retirement of Treasury bills 150

Hetirement of matured debt, etec. 70 =220

Outstanding debt, June 30, 19,0 43,230

Add for July=December 19l0:

Us S« Savings bonds (maturity value) 70

Special issues to Sooinl Security mccounts, eto. G600  +1,070
Deduct for July=-December 19/,0,retirement of matured debt,etc. =60

Outstandin- debt, December 31, 1940 L, 2h0




April 6, 19L0

ESTIVATED TREASURY CASH REQUIRENENTS, CALENDAR Yzaw 190

{Independent estimates: In millions of dollars)

Treasury cash balance, December 31, 1939 1,710
Add for January-June 19l0:
Sales of U. 5. Savings bonds &70
Social security funds (net receipts) 500 1,170
Total available funds )
Deduct for January-June 19,0;
Cash deficit 1,Lg0
Retirement of Treasury bills 150
Retirement of matured debt, ete. i) 1,710
Ireasury cash balance, June 30, 19,0 1,170
Add net receipts of Gov't corporations \- 1,0
Lzm

Add for July-December 19,0
Sales of U. 5. Bavings bonds 250
Social Security funds (net receipts)’ , sho
Heturn of surplus funds of Gov't corporations 700
Total available funds

Deduct for July=December 15L0;:
Cash deficit 1,320
Retirement of matured debt, sto. 60
Expenditures of Gov't corporations 150

1,530

Treasury cash balance, December 21, 190

Treasury cash balance including addi&iuml TaPels
expenditures of 75,000,000 in June and
5395,000,000 during July=December 19l,0:

Treasury cash balance, Juns 30, 1940

Treasury cash balance, December 51, 190

1,70 °

1,235
Em

1/ Assumes sales of 150,000,000 of R i's C. notes in lLay.



THE WHITE HOUSE
WASHINGTON

April 9, 1940.

MEMOFANCUM FOR THE PRESILENT:

Re: talization of Re e-rield of Governme

The Bill. As you know, & bill was drafted in the Treasury last spring
and circulsted for comments among the interested agencies. I do not think
it necessary to go into the details of this bill except to raise two matters
of policy for your decision.

(a) Should the bill be drafted to read, "No bonds shall be
issued in anticipation of the earnings of self-liquicating facilities
unless end until the facilities ere operating and have a proved earn-
ing power satisfectory to the Corporation, and them only in such an
amount as, in the judgment of the Seeretary of the Trescsury, may reason-
ably be expected to be paid, with interest thereon, oul of such earnings",
or "No bonds shall be issued in anticipation of the earnings of self-
liquidating facilities in excess of an amount as mey reasonably be
expected to be paid sess"? In their comments on the bill Secretaries
Wallece and Ickes favored the latter version.

(b) The bill as drefted provides for setting up a corporation
in the Treasury under the direction and control of the Secretary.
Subgsequent to this, the Federsl Loen Agency was estabtlished. Should
the Corporation be in the Treasury or under the Federsl Loan Admin-
istration?

Comments from Agencies. The comments from affected agencies were

generally favorable. Reclamation wanted earnings from facilities that
now go into & revolving fund to be excluded, and TVA also asked to be exempted,

i tur hat id Capit F 1 r
The Buaget Bureau has prepared some tentetive estimates and concluded that
generally it seems that about §750,000,000 would represent the amount of
self-liquicating projects that could now be capitalized by the Revenue
Finance Corporastion, and on the basle of existing authorizations about as
much more coulc be added 1f' we assume & long period of amortization and a
low interest rate. The chief items are attoched.

Mr, Jones' Reaction, Mr. Jones, with whom you esked me to discuss

the proposal, was non-committal beyond suggesting that to bring up such
legislature at this time would look like an esttempt to evade the debt limit.
He suggested that it might be possible for the RFC to "buy"™ the projects
from the Government but I told him I was sure the Deprriments concerned
would object to this.



" Memorsndum for the President. -2 April 9, 1940,
Re: Capitalization of Revenue-yielding
Assets of Government.

Lonclusion. Possibly some Senators snd Congressmen would like to sponsor
such a bill with the idea of calling attention to certain offsets to the
public debt.

Lauchlin Currie
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March 132, 1940
MR. CUKRIE:

The gquestion of eveluating self-liquidating public works
projects is one that should require a great deal of thought and
stucy. Due to the short time swuilable to gather information,
some of the figures herein are necessarily approximations. The
periods of amortization are arbitrary, as ere the interest rates,

(all figures in millions)
Panama Canal
Totel cost of construction through 1939 . « « « $414

Interest et 3% (on the assumption that the
Government borrowed to finance construction). 129

$543
Total revenues through 1939. « o ¢« « « ¢ « ¢ &« 506
Less maintenance and operation + « « o o « « « 207
22
Amount necessary to be returned to the Treasury
in order that the Government reslize 100% on
its capital investment ¢« o« ¢« ¢« ¢ ¢ ¢ ¢ o o o 244

To amortize $244,000,000 at a 3% interest rate over thirty years
would require an annual psyment of §12,400,000. Over a forty-year
period the annual cost would be $10,500,000. Net revenues have bcen
averaging about $13,000,000 a yesr. On the basis of these net
revenues end using an interest rate of 1%, the net investment in the
Canal could be returned in approximately twen y years. The assumption
is mede of course that expenditures on the Canal for the purpose of
national aefense would be paid by direct appropriations and not be
a charge ageinst the Canal revenues.

Congress has authorized construction of a third set of locks
at an estimated total cost of $277,000,000. However, since the
purpose of these locks is primarily one of nationsl defense, it secems
that their cost shodld be financed sepsrately from that of the Cenzl
propers,

c tion Pro t

Boulder Canyon project, to date « « « « « « o« $117
MlM&ricanCual-..... s 8 & ® . . H}
Other Reclemstion projects « « « « « « « & 380
Interaﬂt&tﬁllll!lliiilllll m %23
Net revenuesg to date « o ¢ « o o o o o ¢ o » 60



-2—

To amortize $563,000,000 at a 3% interest rate over a period
of fifty years would require an annual payment of $21,900,000; over
sixty years would require $20,300,000 and over seventy-five years would
require $18,900,000. Net anmuel revenues are now nearly $10,000,000,
but these revenues are expected to show a definite increase in the
next few years, reaching & peak of $36,000,000 in 19%63. This includes
revenues from projects authorized but not yet built., The present net
annual revenues from reclemation projects on a 1% besis would emortize
the total $563,000,000 outlay over a period of 75 years. Over a
shorter period, say 50 years, they would be sufficient to amortize on
investment of about $400,000,000 at a 1% rete.

During the next 3 years there will be an additional expenditure
of about $180,000,000 on reclamation projects now authorizec by
Congress snd under construction and in that same time the revenue
will increase only §1,000,000 so that only a very small portion of
these saditional expenditures could be capitalized at this time. To
complete these self-liguicating projects now authorize¢ by Congress
will require an expenditure over the next 10 years of approximately
$700,000,000, which includes the $180,000,000 referred to ebove.
Eventually it will be possible to capitalize the greater portion of
this amount although on the basis of earning power it moy take a
little time to do it.

e Bonneville Project

Interior Department (Power Distritution System),
estimate of total COBt « « ¢ ¢ ¢ o o ¢ s ¢ « o 8%
War Department, Corps of Engineers (Power Plant) ._50

—

The totel of $86,000,000 can be amortized at $3,700,000 annually
for forty years. The Wiashington representetive of the Bonneville
project states that in aadition $3,000,000 e year (net) will come
into the Treasury. In the cdrrent fiseal year revenues are expected
to be $1,000,000. In 1941 they are estimeted at $2,200,000. The
actual amount expended on the Bonneville project to date is about
$25,000,000, all of which could be cepitalized on the basis of present
revenue end the additional amounts could probally be capitelized es
construction progressed.

Fort Peck Power Plant

The total cost of the power plent is estimated at $6,000,000,
This emount could be amortized over & period of forty years at
$259,000 annually.
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Denison Heservolr, Texas

This project is handled by the Army Engineers. The total cost
is estimated at $54,000,000 of which $15,200,000 would be allocated
to power on the basis of a 75,000 k.w. installation or $18,550,000
on the basis of a 125,000 k.w. installation. Plans eall for
theoretical amortization over fifty years. On the basis of 75,000 k.w.
the annual cost would be $591,000; on the basis of 125,000 k.w., the
annual cost would be §721,000. This project ie just being begun and
probably at the present time it would not be safe to include it among
the projects to be financed by t'e Revenue Finasnce Corporation.

Tennessee Valley Authority

The President has approved allocetions for the four completed
dams (Wilson, Norris, Wheeler, and Pickwick Lancing) as follows:

Amount Percent
Flood ATk ¢ % sl w e et 22.3 29.?
quigﬂt A 3-8 B v e ow e e # 37.8 17.5

e o0 0o _672 5248
Total o o o o v o o o o o 127,3 100,0

#

Power. . . =

The T.V.A. does not attempt to make allocations between flood
control, navigation and power on a project until its completion,
The figures above relate to dams completed to dete, but in addition
there have been expenditures on other dams, psrt of which will
eventually be allocated to power. In order to arrive st an approxi-
mation of the total cost of power installations to date, the
assumption is made that 50% of expenditures already maue either have
been or will be allocated to power. On this besis the cost of power
develomment to June 30, 1939 is $110,000,000, This sum could be
amortized over forty yeurs st $4,800,000 & year, Expencitures
allocable to power will total about $60,000,000 in the fiscal years
1940, 1941 and 1942. It is estimated thet upon completion of all
projects the totel allocated to power will be about $250,000,000.

It is stated in the T.V.A. annual report for 1938 thati for the
three dams then completed (Norris, Wilson ecnu Wheeler) the sale of
power would "cover all costs of operation, including depreciation
and 3% interest on the investment allocated to power and, in addition,
to return in thitty years the entire investment sllocated to navigetion
end flood control.™

* & 3 H O * H W
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Generally, it seems thet about $750,000,000 would represent
the amount of self-liquidating projects that could now be
capitalized by the Revenue Finance Corporstion, and on the basis
of existing suthorizations about as much more could be added if we
assume & long period of amortization and & low interest rate.

March 13, 1940,
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April 11, 1940

CZEORANDUL FOR THE PRESIDENT:
Re: L Cuerter!s=

1 e

I think you will be interected in the Tollowing
unpublished figuros:

vonthly benefit peyments to the aged, wives, widows,
children end perenta.

Jan. . L I
Feby +« 4 a4 . s o Elﬂ','m
Mer. o o . . s .

Totel Hunber of Clains Recedved iy lionths

0ld sge Other Lmended Original

snnuitents  lonthly  Lunp-sum  Lump-sum
Jm\. 91,300 5,50‘3 '?G'D i e
Feb. 13,100 8,200 4,100 15,400
linr., 10,700 10,700 6,600 4,500
Total 45,100 24,500 11,400 20,700

Totel Number of Awards

0ld Ag: Other imended Originel

inmadtents  Clonthly  Lumo-sum Lump—pum
JH s L:r ¥ 6-'!}3' 1l £l 5 00 — —
Feb. 11,100 4,800 2,200 15,300
:::rr ?,.ﬂ.{)ﬂ T,Em 4,3']:' 5,400
Totol 30,100 1,100 7,000 20,700

/<*_"'"? ; i _._:1 .

Laue'1lin Currie



THE WHITE HOUSE
WASHINGTOMN

April 17, 1940.

MEMORANLUM FOH THE Fhi.STCENT:
Re: e ce B

Mr. Latimer will have & bill drafted in a few
days and I should like to know how you would like
to have it handled,

Maritime unemployment insurance bills hitherto
introduced in the House of Representatives have been
referred to the Committee on Ways and Means. Quite
1ikely any new bill provic ing for a meritime unemploy-
ment insurance system would Le similarly referred.
There apparently has been some feeling on the part
of the Chairmen of the Committee on Merchant Marine
and Fisheries, Mr. Blend, that his committee should
at least participate in the consideration of such
measures, Congressman Frank H, Buck of California,

e member of the Committee on Vigys and Meens, is quite
interested in the matter of meritime unemployment
insurance snd hes indicated his willingness to be of
essistance in elearing with the Committee on Merchant
Merine end Fisheries. Congressmen John V. MeCornsck
of Massuclusetts, also & member of the Committee on
Weys end Means, will probebly be helpful in connection
with the meritime unemployment insursnce bill,

In the Senate & bill would protalbly bte referred
to the Committee on Finsnce.

I should be glad to help in any wiay I can but

I think that whoever is to sponsor the bills should
be asked to work closely with Latimer,

L{:;Jc.{.__é:lﬂ

Louehlin Currie
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April 17, 1940.

I had hoped for an opportunity to diccuss this with
you. The idea in brief ic to .uerontee a 2-3/4 percent
return (less insurence premium of 1/4 of 1 percent) on 100
percent equity Invecstzent in rentsl housing developments.

A& number of refinerents and safeguirds hove been worked out
by the FHL technicisns. Essentielly, however, it provides
an incentive for the use of wvery timid insucsnce end gevings
benk money in & neglected field.

The present status of the proposel is a8 followst

Insurance componies' hecds, A.F. of L. international
presidents, Stewart lcDonald and Jesse Jones heve all ex-
rresged themselves #s in favor of the idea. !lcDonald,
however, believed that it would be unyise to attenpt to
secure legislation this secsion on the ground thet lsbor
vould insist on & preveiling wege qlaupe on this end elso
on Title II work. After prelizinary telis 4ith Dan Tracy
I arrenged & nmeeting of Jesse Jones with Trecy, Detes of
the Bricklayers' and Coyne, President of the Building
Iredes Lepartoent, A.F. of L. They urged the plan on
Jones and when I reised the cuestion of a prevailing wage
clause, they suggested & bill be introduced pot containing
it. lir. Jones then said he thought we might heve such a
bill introduced to sscertein the recction cnd stimulete
discussion. The metter was left there but so for ce I
krow, no bill ig being »re rred.

I do not vent to mush it eny further until I receive
your recction. I belleve the scheme is sound econoricully
end w11l result in large-scale bulleing «t no cost to the
Governrent. Politleclly it vould conctitute one purt of on
crever to those vwho conpledn thet ve do not provide eny in-
centives to privete copdtel to put 1dle sevings to vork.

ughlin Currie
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Re: USHA

I don't know whether you are going to get into
a discussion of any detailed amendments with Gore
and Monroney but if you do the following points might

be helpful:
According to Straus there is general agreement

(a) to cut the maturity of loans and anmual contribu-
tions from sixty years to forty-five years,

(b) to cut the rate of interest,
(c) to add a new rural housing amendment,

(d) to limit the annusl contritution to a maximum of
one-third of the total rent that would be pcidd on a
comparable private tuilding, and

(e) to raise the loan authorization to $400 or $500
million.

He says that in addition there is strong pressure
to increase the loeal annuel contribution to 20 percent
of the USHA contritution,and the local capital grant to
20 percent of the original development cost. The latter
proposal would greatly slow up the progrem and he hopes
that the capital contribution cen be reduced to not
more than 10 percent of the originel cost. In any cage,
he urges most strongly that these proposed amendments
for local contributions be got made applicable to the
$150 million in loen authorizations still svailable s but
which cannot be used without new subsidy authorization,
This would permit him to push his program shead rapidly

this summer and fall,

Lauchlin Currie
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e
e —

MEMORANDUM FOR THI PRESILENT:
Re: NLRB order to reinstate five striking seemen,

The facts are as follows:

On January 26, 1938, following an election, the Board certificd the
National Maritime Union as the exclusive bargaining representative of the
unlicensed personnel of the ships of the Southern Steamship Company. The
company refused to bergain collectively with the union despite repeated
attempts on the psrt of the latter. Finally, on July 18, 1938, while the
ship was moored at the dock in Houston, Texas, thirteen unlicensed seamen
went on strike to compel the compeny to recognize the union. Ther: were
nineteen unlicensed seamen in the crew and the officers of the ship, with
the assistance of those who did not perticipate in the strike, proceeded
with the loading of the cargo. The strikers mode no effort to interfere
with the firing of the boilers or with the loading, but during the entire
period of the strike sat on the poop deck. The strike terminated in the
evening of the same dey and the officers steted thet the strike did not
delay the sailing and thet the vessel was in no danger during the period
of ﬂtrrikE'-

fhen the ship docked in Philadelphie on July 25, five strikers were
discharged, whereupon six other seamen struck anc et the time of the Board's
hearing were still on strike.

The Board went carefully into the question as to whether the original
strike constituted a violstion of the Shipping Articles end+it deeided
that it did not. It pointed out thet Munlike an industrisl plant, a ship
is not only a plece of employment but also the living quarters of the crew"
and that "the strikers were not regarded as trespassers by the captain or
other officers of the ship". Consequently, it ordered the reinstetement
of the five discharged men.

The Maritime Labor Board believes that the NLRB's decision was eminently
sound and in line with the former's recommendetion in its reeent report to
the effect that "The navigation lews of the United States or eny other laws
releting to seamen should not be so construed as to abrogate the right of
seamen to strike in couestic harbors".

While checking on the case above, I hed occasion to look into enother
recent declsion of the NLRE involving meritime workers, which hnd verious
aspeets I think might interest you. This was the order reinstating three
radlo operators on trawlers.



anect: -2- May 2, 1940,
NLRB order to reinstate
five striking seamen.

Subsequent to the employment of three radio operators who were menbers
of & CIO union, the crews, members of the Atlentic Fishermen's Union, AFofL,
refused to take the trawlers out unless the CIO men were discharged and
replaced by AFofL radio operators. The owners of the trawlers thereupon
discharged the CIO radio operators.

The majority of the Board held that the Aet prohibits such diserimina—
tion for union ectivity without exception. This was admitted in the aissent—
ing opinion of Leiserson. However, he held thet this was only en unfair labtor
practice in & technical sense, and expressed himself as "unwilling to exer-
cise the discretionary power of reinstating with beck poy", The majority
contended that this decision would virtuelly mullify the Act in any situztion
where rival lebor unions were involved. "It would mesn that en employer
would be relieved of all obligation under the Act merely upon a showing of
pressure, and consequent probable loss from one of the rivsl organizations.”
The majority expressed its accord with the langusge of the Circuit Court of
Appeels, the Ninth Circuit, in the Star Publishing Case: "the act prohibits
unfeir labor practices in all cases. It permite no immunity because the
employer mey think that the exigencies of the moment reduire infraction of
the statute,”

QMmMERT:

As an administrative policy, the Board has endeavored to keep out of
strikes arising from CIO- AFofL clashes where it appeared that the parent
orgenizations could settle the matter. This is the second case it entered
into where the parent organizations could not settle the metter satisfactorily.

The decision eppears hard on the particular employers involved. How-
ever, through court enforcement of this order, a wsy 18 opened for the
avoldance of one of the most disturbing end unpopuler types of strikes,
those arising from CIO-AFofL "jurisdictional®™ clashes. If the Board did not
penalize thesc particular employers, it would open the door to a whole
series of discriminations end cleshes because of membership in & rivel union.
Henceforth, employers will tend to avoid such hirings as will precipitate
such clashes. On the whole, therefore, I should say that the Bocrd's deelsion
is a contribution to industrisl peace, rather than otheridse,

o<..:¢.z.....c(“:1“: o

Lauchlin Currie
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kir. awr J:_xgu w:?.af coungel to the Boand.
DECISION

nnd
CHDER

Stntomant of the Casa s

Upon chargoes and amended charges duly filed by National Nari-
time Union of America, affiliated with the C.1.0., herein called the
Union, the Mntional Labor Relations Board, horoin called the Board, by
tha Rogional Director for the Fourth Beglon (Philndelphin, Pernsylvanda),
ipmucd its complaint on Nowembor 23, 1938, agninst Scuthern Steamship
Compnny, Philadelphia, Ponnaylvanin, hercin called the ressondent,
allaoging that tho respondent hed ongaged in mnd wms angaging in wmfalr
labor practices affecting commarce, Wthin the meaning of Section 8 (1),
(3), and (5) ond Section 2 (8) ond (7) of the Mationnl Lebor Belntions
Act, 49 Stat, &9, horein called tho Act,

In rogpect to the wnfair labor prmotices, the cosplaint alleged
in gubstrnce (1) that the wnliconsed porssnnel emloyed in the deck,
engine, nnd stowards' dapartmont, except wireloss and rndic oper-tors,
chief clactricians on electrically driven shine, and jmiocr enginesrs who
hold licenses, on vossele operated out of Atlantic and Gulf parts by the
respondent, constituto n wnit aoprepriate for the purposes of eollective
bargainding; (2) that on Jnnuary 25, 1938, the Board cortified the Uninn
o8 the exclusive bargaining represmmtative of all tho eosloyecs in such
wmit; (3) that in tho menths of Jamuary, February, Usrch, Aoril, and
August, 1938, and nt nll times thoreafter, the respondent refused to
bargnin with the Unicn as tho exclusive bargnining ropresentative of
e=ployoes in the sppropriate unit; (&) thet cn July 18, 1938, re A result
cf the resnondant's wnfair lob'r ornctices, a strike cocurred cn the
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rus nt's ahip i:-%z of Fort Werth, while it was moorsd to the dock

at Houston, hm; 5) thet on July 25, 1938, the respondent terminated

the employment of and refused to reinsiite Joseph O, Warren, John Pfuhl, Jr,,
Elmer J, Ferguson, Edward W, Smith, and Joln J. Tracey tecause they partiei-
pated in said strike, joined the Urnlen, and engaged in other concerted
activities with employecs of the respondont [or tha purposes of collective
targairing and other mutual aid and protoctieny (6) that en July 25, 1938,
as & result of said dischargus, & strike ocouwrred on the respondaont's

aip, QLEL@LE%T_’%;E, while it was moored to the dock at Philadelphia,
Pennsylvania; 7] that by the foregoing and by other acts tne respon-
dent interfored with, restrained, and coerced its employeos in tho

exercise of the rights guarantesd in Section 7 of the Act,

On Sovembar 23, 1533, coples of the conplaint and an Accompany-
ing notieca of hoaring thoreon woere duly sarwed upon thoe respondont and
the Union, On.Novembor 30, 1938, tho respondent filed with the Rogiomal
DMroctor & motion to oxtond the 5-“& af the hearing. On tho same day
the Hegienal Mrector deniod the motion. On Decomber 1, 1538, the
recpsodent filed an anower to the complaint in which it admitted the
Sllagrticns cancoralng tho mature and scono of its busincss, the appro-
pristences of tho absw-doseribod widt, anu the eortification of the
Union by the Board, but deniod that it had ongarod in any unfedr labor
practicos, In ita answar the respesdent ellsgod, intor alda, that tho
Board's cortifiention of tho Union was invelid, that it hod not rofused
to birgain colloctivoly with tho Undon prior to August 1938, that bocauso
of the ascts of eurtain wrdon nombers in porticipating in a sit-down
strike on July 18, 1933, it wor not thorosftor ruquived to rocognise the
Union a= the oxclusivo largaining roprosontutive of thoe employoos, ond
that ihe employocs nopsd in tiw comploint woro not dischorged but wore
rofuzod reomploymont bosouse thoy had wilfwnlly M sohayed lawful commands
and angised in a sit—down strike in vlolstion of their shipping articles.

Pursuant teo notice, a hoaring was held on December 5, 6, 14, 21,
22, and 23, 1938, at Fhila” lphia, fenasylwenia, and on Janwary 9, 1939,
at Houston, Texas, before William Scagle, the Trial Exapiner duly
desigrated by the Fosrd, Tho PBoard, the respendent, and the Union were
rarrosedted by counsel and participated in the hearing, Full opportundty
to be heord, to examine and cross-examine witnesses, and to introduce
evidonce bearing on the issues wes alforded all pariies, At the closs of
tie entire case, counsel for the Board moved to amend the compluint to
confarm to the proof. The motion was grented, On Jenuary 25, 1939, pur-
suant to purmlission prantad at the hearing, the respondent [iled with the
Trial Benalner: (1) a motion to dismiss the complaintj (2) & motion to
atrike out certain tostimeny; and (3) an objection to the motion that the
complaint be conformed to the jroof and &n exception to the ruling of
the Trial Exaniner thercon, In hiz Intermediate Boport the Trial
Emminer donind both motions and ewerruled the objection. During the
course of the hoaring the Trisl Exsminer sode seversl rulings on other
motions and on objections to the admigsion of evidonco, The Boand has
reviewosd the rulings of tho Tolal Exuminer and finds that no projudicial
errors wero copmitted, Tho rulings are herelw asfirmed.

On Fabruary 25, 1939, the Trlal Bxaminer filed an Intermodiote
Report; copies of wilch wore duly served wpon all porties, finding that
the respondont hod ongaged in and was engnging in unfair labor practices,
within the meaning of Scction 8 (1), (3), and (5) and Soction 2 (6) and
{7) of the Ast, ilo recommendod thri the respondent coaso and dosist
[rem its unfalr labor proctices; upon application offer reinstatemont to
alx saployess who vwent on strike on July 25, 1939, offer roinstotomont
with back pay to four af the flw emplojua who ho found hod bocn dis-
eriminaterily disehavged, and offer back pay to the fifth employvo,
Theresaftor the rospondent £ilod ocoptions to the Intorsc dete loport and
& brief, Pursuant to notic. duly sorwvod upon ell pertics, & honring for
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the purpcses of oral Argumnt was (ield before the Board in Washington,
D, Cu, on Fowmbor 2, 1939, The respondent and the Union were repre-
sonted by counsel and martioipated in the Argumont,

The Boird has considered the exceptions to the Intormediate
Aoport and, except in so far as thoy are consistent with the findings .of
fact, conclusions of law, and order set forth bolow, [finds no merit in
thea,

Upon the entire record in the case, the Board makes the
following 3

Findings of Fact
I. The business of the respomiont

The respordent, Southarn Steamship Conpary, is a Delawars
corporation having its principal office in Phi.ladelpsia, Penngylvanis,

It owno and oporates ssvan wessels hawing an Sggrogito gross tonnage

of 18,382 and carrying freight between the ports of Fhiladelyhia,
Fennsylwania, and Houston, Texas, Scuth-bomd sarge carrivd by the ships
io ottained from all of the States on tho Eastorn Seaboard and from tha
State of Ohio, Horth-bound corgo is obtained frem Arizema, Colorade,
Levigfane, Now Moxdeo, (klahesa, and Texas. luring 1937 the rospondent's
wosels carried 341,581 tona of froight ropressntirg rowenue asounting

ta J1,991,351.61.

Te find that tho rospondont is engaged in trade, traffic, trans-
portation, and cormercs among the soveral Statos and that tha crews
eipleyed on its shipe ara directly cngaged in such trade, treffic, trans-
portition; ond commeroe,

IT, The organdsation inwvelvod

Ketienal Maritise Unlon of Armerica is a laber organisation
affilinted with tho Domdttec for Industrial Organisstion. L/ Tt ndoits
to its mosborship the wiliconssd porsonnol umplovad in tho dook, enpline,
¢nd stewards! doparteonts, oxeopt wircloss and redio opcrators, clclaf
elociriclans on vlootrisally driven ships, and junior unginoura wio
hold ligonses, on wossols oporatod eut of tho Atlantic and Gulf ports
by the respondent.

III, The unfzir labor practices

A, The relfusal to barpain

The conplaint allages that on of about Jonuwy 26, 1938, end
at all times thereafter, the respondent refused to bargain collectively
with tihw Union as the exclusiwe remesentative of the employues in an
appropriate unit although the Board had certifled the Unlon &s such
reprazentative, The respondant dendes taat the Union requested the
respondent to barpgain cellectivaly prior to Augunt 18, 1938, and alleges
that "on and after August 23, 1038, it maintained its position that
pending & judicial detorsination of the wlidity of the olection and of
said gertification" it was not required to recognize the Union, and thut
by reason of the wilawful acts of tho employoos in gonducting a sit-
domn strike and refusing to obey erdera, it wos not thoreaftor required
to recognize the Unlen as thoe oxclusive reprecontative of tho employocs
in tho appropriate urit,

On July 15, 1937, the Board lssuod & Docision and Mrection of
Election 2/ in which 4t found, Inter alis, that thoe unliconsod personnel

y Fow the Congross of Industrial Organizations,
4/ imt T c o

L F o morichn Fringo il ot horn Steanshlp
4nd Intornitional Scamon's Undon of Aserles, 3 V.L.RH,
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erployed in the deck, englre, snd stewards! departments, exsept wireless
ind radio operators, chiel eloctricians on electrically driwen ahips, and
Junler enginears who hold licenses, on the weasels oparated out of Atlantic
ind Oulf ports by the respondent, ccnstitute an approjriste bargaining
unit, The gomplaint horein allsges that this unit is appropriate and the
respondent admits the allsgatiaon, We find that the unlicensed personnel
amployed in the deci:, engine, and stemards’ departments, except wircless
and radio operators, ciiel electricians an elsctrically driven ships, and
Junier enginoars whe hold liconses, on tho veascls oporated out of
Atlentic and Oulf ports by the respondent, constitute a unit appropricts
for the purposes of collestiwve bargaining and that said wnit insures to
soployees of the rospondent the full benafit of their right to self-
organdzation and to collective Dargrining and otharwise offcctuttos the
policdos of the Act,

On January 26, 1938, following uwn eloction condusted pursuant
to the Mroction of Elections, the Board certified tho Unien as the
ovelusive bargaining reprosenteiive of all tho employucs in the Appro-
rriate unit and dismisoed 8 petition filed by the respondont to vacate
the elsetion on the grownd tch no ropresonistive of the rospondont was
pormitted to obsorw the balloting om one of 1ts wssals, The
respondont now contonds that tho cortification was inwalid sinco tho
Board's ruling on its potition was imcorruct, Tho respondont stipulatod
thet the validity of the sertificatien depcnded, for tho purposes of
the prosent prosecding, upen the corroctnoss of the Boerdis ruling that
in the atserce of conscnt by the labar orgenisations inwlved, the
ruspandent was not cntitled to hawe an obsorwr ot the polls, In dis-
cussing the potition of thw rustondent wo said:

The Board has conslsiently hold that in the absonco
of consent by the laser erienizstions invelved, compiny ropro-
sentatives should not be pormitted %o bo prosont ot oloctions
to doturaine collective bargeining rojrossntatives. The cholce
of roprosentatiws by omployoss should bo pada froo freo ooy
intorferotice or cocrelon by emplojors. The proscnea of an
cuployer's ropresontative 8t oo cloction may wewnt such a
froe chodeo, althaugh no imtorforence or coorelon iz intonded
by the employor, Thoe Board has adopted wosns of cancucting
ticso elocticns wwroby tho intercsts of all partics,
including tho ocmployor's, arc rdequatoly protocted,

Elplﬂ_'"nfu miy not, f8 o mstiur of right, vroreise any prorvogativo in the
Hotrd's aduinistrotion of Scotion 9 of the Act, 38/ Wo ro of tho opinicn
thet tho respondant was in no monnor projudiced by our rofusel to poredt
it to participito in tho condust of the balloting and we affirm cur
ruling citod abow,

Wo find thot en Jonuary 26, 1938, end ot all timos thoroafter,
tho Union was tho duly designitoed soproscntative of o majority of tho
esployoes in the aparopriate unit, and pursuant to Scotion 9 (a) of the
Act, wan on January 26, 1938, rnd at all timos thoroaftor has boon,
the cxslusive roprescntative of all tho omploye:s in such a unit for
the purposos of collsetive bargaining in rusxct to rotos of poy, wogua,
aours of employmont, and othor condltions of caployment. 4f

Jo/ Under our prosont clostion procodurs, we mow pormit tho cmployer to
doaignate non-suparvisery cmployoss 8s obsorvirs ot tho polling placcs
during an clection for the purpose of chellonging ineligivle wotars
and wrilfying the tally,

4/ Tho rospondont docs not sloti that the Union ot any tiwmo lost its
status 4 bargaining suprosontotive of 4 gajority of the caployoca
in tho appropricte unit. GCf, L._Ls_lh_}, Va
Company, iarch 11, 1940 (0.2.A. 4) vnf'g lattor of

aat ¥

bznufactaring Conpany cnd mem
\Continuod on moxt pago
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Shertly aftor the certification of Jamuary 26, 1938, E, J.
Cunningham, & uwnlon represoutative, requested L. A, Schrolder, Jr., the
raspondent's ropresentative at Houeton, to arrange for n collective bar-
gaining conforonce and to issus pmssos to the union choro delogates,
without which they could not board the rospendont's ships, Schroider
replied that ho did not hawe the suthority to grnt the requests, tut .
that he weuld tranemit them tn tho heme offica in Philadelphia, Schreider
alpe promissd to commmicate the respondent's snsmer to Cunningham, Nelther
tho Union ner Cunningham thereafter recolved a cuommmication from Schrei-
dar,

In late January or anrly Fobruary 1938, after tho Board had
cortified the Unlon, Paul Pulased, the Unicn's business agent at
Philadelnhin, Bulephcaed Chorlcs F. Sherry, marine suporintendent of
the rospondont, end requested a ccllective bargnining ecnforence.
Bherry replied that the matter was in the hands of the respondent's
atterney. About the middle of Fobruary 1938, Palarzi wrote Sherry hut
received nt reply, During the next menth, Falazzi mnde tmo attepts
to ramch Shwrry by teleshono, bat wag told each time thnt Sherry wme
tut., On the lnst cccasien Palazed left bis tolephone mmber and ro-
guosted that Shormy oall him.  Sharry hoew-or did not respend to thie
roquest. 5/ Pnlazzi then attamted to interview Sherry at tho respro-
deat's docks in Fhil-adelphin. A wntchoan asked Polazzl to identify
himpalf, snd when Palnazed revesled his identity snd the nature oT his
businuss witk Sterty, the wnichman refused to grant him permiselon to
enter Sherry's cffice.

On August 18, 1938, Palazel sent Shorry » registerad letter
roquosting & coclloctivo barg-ining conforones. On Augoast 23, 1938,
Sherry vroto Palagzi that un%il the walidity of the Beard's certifica
ticn wns sottled by the Board and the courts the question of a collec—
tive bnrgnining ngreement wns promature. On crose-axnminatisn, Sherry
odmitted thet tho respondent hrd tokon this position frem tho time cf
the eartificaticn, Tho respondent admits that it rofused to bargnin
with the Unicn after Auzuet 18, 1928, It is plain from the evidonce,
hewaver, that the respondent had refusod to bargain with the Uhnion ot p
rll times subsoquent to January 1938, &f

&1 TG ntinued] 1z N.L.EE 1238; N.1.2.8. v. Bomington Band, Inc.
i n

[Cantral ¥xocutiva Coumell of Rmiﬁa-f;m.w Ass'ng,
intervonir), 54 F, (21) 862 |0.C.A. 3], cnf'g ns modifiod, Eatter o

cmineton Band, Ine. nnd Bemington B Jeint Protoctivo Bea
Workery, 2 W.L.%.B. &26;
Lumbor Company, 9?r+ (2d) 157 (C.C.4. 9)
soop Tambor Compeny MW'
i -mﬂ;f L RB, v
F.

, E LH.B. V.
Tin] 21) 678 (C.C.A. &) enf"g as mod,
ttor of Louiev] inin and :

Internstio ticn,

il Fi:la 1 mnd ors of Anerica, LR H, .
5/ Thu finlings abews rospect to the Onlonfe offrrte to initiate
ccllective bargaining conforences vith the reswndent are basod wpon
tho wmosatrndicted toetimeny of Palnzzi. During the henring counsal
for the respendont stated that Sherry would bo ealled won to testify
that Pelorei's lettor to him of February 1938 wns nover recelived.
Propoeed testimony wme net olicited, although Shorry was enlled ne
a witnogs for the respondent.
&/ The rosyondont contends that by resson of the wmlmeful concbact cof
tho strikora on July 18, 1938, any obligntien en ite part to
bargnin ecllectively with the Union thoreaftor wae removed. e
find bolow, kowever, that the conduct of the strikers wns not
urlarful. Even nesuming therofore that such ernduct would relieve
the respondent of its chlisoticr wdur the Act, its contention i
without morit.
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We find tiat on or about January 26, 1938, and at all timas
thereafter, the respondent refused to bargain collsetiwely with tha
Unlon ap the exelusive repressptative of the employess in the above-
doscribed unit and that the respondent has thereby interfered with,
restrained, and coerced its employess in the exerclse of the rights
guaranteed in Section 7 of the Act,

B, The strike

On July 17, 1938, 13 unlicensed soamen 7/ of the City of
who wers membars of the Union, met at the union hall in

Housten, Texas, and decided to go on strike the following merning in
order to compel ths reancndeut to recognizo the Union and to isawe
passez to the shore delogat.n, At § 8, m. on July 18, while tho weael
vas moored to the dock the sass swn carried the strike into effect whan
Jobn J, Tracey, an oiler, failed te turn the steam "on deck® for the
purpose of leading the carge. Howewer, sufficiont stofm wes maintained
to operats tha fire alarms, too ice machine, the sapitary pusga, and
tiwe lino,

Wian Novry Pocl, B/ the first assisiant onginesr, discovered
that thare wes not sufficiont stoaa to load the carge, ho asked Tracey
wiiy ho hed not twnod on the stean, Tracey replied that tha ocrow was
striidng for Tecoymition of tho Union and passcs for the shore delogates
argd that ho did not intend to turn on the stoan, Pool thon stated that
ho would put the etoam on doc': himmelf, ‘'[iagey answorod, "Woll, if you
do, 1 will hawo to taka tho firoman oot of the firoreon.” Pool then
turpad the stoam on, &nd Trécoy tharcupon cellod eut Aloxander &, Braum,
tho firoman, who "throw tho purpo,®

Graun, whose matoh was ended at that time, went off duty and
was replaced by Elmer J, Ferguson, Joseph A, Norton, the chief engineer,
came to the firercom and attespted unsuccessfully to parsusde Ferguson
end Tracey to perform thodir duties, After Ferpu=on refused to tond the
fires, lLaurence A, Hobinson, the socond assistant engincer tended the
fires himeelf and orderod Forguson out of the fireroom, Tracoy &nd
Ferguson thereupon joined the-other strikers who were sittinz on the
poop deck, the genaral gesting place of the employees whon not on duty.

There were 19 unlicensed seamom in the crew, and the officers
of the ship, with the assistance of those who did not participate in
the strike, proceeded with the lodding of the cargo, The strikers made
ne effort to intorferoc witl the firing of the boilers or with the loading
ot during the entire pdriod of the strike sat on the poop deck, About
10:30 a, m,, Captain Antheny 0. Rudan appealsd to the mon to return to
work and upon thedr réfusal told them that thoy were violating their
shipping articles under which thoy had agreed to mike a round trip lron
Pniladelphin to Houston and return, Joseph G, Warren, the spokesman
of the strilere, replied that they wore striking for recognition of the
Unlon and passas for the shoro delsgates ond wore justifisd in dodiny so
ginen tho Union had won an clection sondusted by the Board, FHudan then
ordered the strikors collectiwely and individually to reswwe thelir
statioms, but the strikers refusod to comply. Lator in tho morning
Fudan brought aboard a doputy United Statos Shipping Comclssionor whe
rerd th: lollowing omcerpt [rem the shipping lawa to the strikors:

s & & the said crow agroos to conduct thomsolwos
in &n erdorly, faithful, honcet, and sobor menncr, and to

7/ Josoph Oressawa, Willias Roows, Jolm Ffuhl, Jr,, Jesoph O, Warren,
Honry A. Lathan, William Godfroy Burna, John J, Tracey, Edward B,
Hughos, Alwandor &, Braun, Elmer J, Forguson, Oorden Heoloy,
Charles C, Holt, and Edrmrd W, Srdth,

g/ Dosimatod in tho record o3 both "Fool" and "Fanl."®
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be at all times dilijent In their respective duties, and
to be obedient to the lawful cowsmnds of the said master

& B ow

It should be noted that at no time were the striking employees ordered to
leaw: the ship, Indeed, without chjestion from the captain they were merved
thelr midday meal by one of thelr owm mombers, Swiith, a messboy,

On the alfterncon of the same day, J. N, Hayzor, the respondent's
&t lornoy in liousteon, called Sherry at Fhiladelphia and adviced him that
if the respondent would &gree to issue passes to the shore delegates, he
thought that the Union woul. relsass tie ship, Sherry instrusted Rayser
that he did not imew slwther the rospondont would issus such passes and
that no agresment with the Unlon wes to bo made, After the conversation
with Shorry, Raysor attempted to reach tho president of ths respondent,
by telephons but was not sussessful, A few minutes later, hovewver,
Aaysor called &, J. Mandell, ths union attorney in Houston, and without
mentiening his prior conwrsntion with Eherry, promised, if the Undon
woudd rolease the ship, to sect with Mamdgll during the follewing week in
an affort to negetiste an agrocmont, He nlmo agresd to recowrend to the
respondont that passes e lssued to tho shora dologates, Raysor testi-
fied that he did mot apprise dandell of Shorry's instructions bocause ho
intended to mike a perscral appeal to the srosident of the rospondoent,
Aolying upen Rayzor's promiso, Mandoll advisod the union loadors to
torminate tho strike, Tho striko wae accordingly tormminated about 7 p. m.
and tho ship sailod at about 9 p. m. the sumo day with tho crow intact,
The officera on board almittod that tho striks did not delay the =ailing
and that tho wessel was 'n no dancer during the porled of striko,

We find that tho strike was procipitatod and prolonged
prisarily by rcason of tha rospondent's unlawful refusal to bargain
colloctivoly with tho Union. 10/

C. The discharges

During tho return voyagoe to Philadelphia, it is conceded that
the members of tho crow condustod thomselwos in A compotant monnor,
Captain Rudan testified that ho had no complaints to makc, Socond
Ascistant Engingor Robinson toatifiod that the strikors "wore & good
cruw on thoe roturm voyage, just as thoy elmys wore 2 good crow," Ho
Tarther testifiod that ho : oo to throo of the strikers who wore on his
watch during tho roturn woynge (Forquson, Braun, and Hughos), and said
to thom, "Woll, toys, lot's forgot all about what happoned; Iot's string
along just as though nothing had happencd," o concluded, "they wont
hese just as though nothing hod hoppered.” Firet Mate Hollapd testificd
that ho folt that ho had o safe crow whon he sailed frem Houston on

July 18, 11/

Howrtholoss, during the rotarn woynpe, the captodn, &t tho
rocomrmndation of tho ship's oflicors, decidod not to ro-ship Joscph 4,
Warran, John Pfwhl, Jr,, Join J, Trecoy, Elmor J, Forguson, and Edwird
W, Smith, fiwo of the crow who hod participatod in the strike, The

af Thir oxcorpt wes included in the shipping articlos algnod by tho
erew, which are considored in dotail bolow,
1w/ ' rtre

28} &7 (0.0,

w
an o ATL TV

iho ] int thet appears on tha rucord wos mado by Hollend
who tostified that dmith, B mossbey, would say "Good worndng kind of
half-hoartod 1like,®
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uion mepbers apptrontly antieipated the pousildility that they mizht be
disciarged whan the ship reashed Philadelphia aud while at sea, they wet
and docided to go on striie Lf any one of their mucher was discharged,

Aftor the %m docked at Fhiladelphia on

July 25, and Warren, Trusey, A th, and Ferguson hed signed off
the shipping articles, the respondont informed them that they would not
be engiged for the next woyage. Becauwse of Ferguson's participetion in
the striks the respondent refused to pay him & bonus of 525 to which he
ws ontitled for hawving worked a full year for the respondent, ALl of
the strikers who had not been discharged, with tut one excopticn, struck
in protoet against the respondmt's rofusal to ro-ship the ll.uw-m-md.
men, 13/ At his own requost, Josegh Crassawsz, one of the atrikars, mas
lator reinstated, The runnni doos not show that any of the othor strikers
hew owor requosted reinstatouont; at the time of the hearing this strike
was gtill in progress,

W have found that tio strike of July 25 sms causad by the
discharge of Werron, Tracor, Pruhl, Sindth, and Forguson, Wo find bolow
thet the respondont by dissharplng the fiw nosod cwployeos ongegod in
an unfair labor practice. W find thorefore that tho striko of July 25,
1938, was cousod and prolonged by tho respondont's unfoir laber p:(i.cr.i:ua.

The respendant eontends (1) that the cuploymunt of tho pursons
nomod in the complaint torminatod 2wn thoy aimod off tho shipping
articlos on July 25, 1938, and that consequontly thuy woro not dischorgod;
(2) that thelr particizetien in tho sdit—dowm striko justificd tho rospan—
dentt's rofusel to ru-ghip those weni (3) thot their violatlom of the
torms of the shipping articlos justifiod tho respendant in rofusing to
re=ahip thamy and (§) thot tho porsons rofuecd ro-shipeemt wuerc thus
rofused for good ond sufficiont cause wnrelated te tholr union memborship
and notivity.

1. Tho ohipping articlos

Fursuant to statuto sotmen erc roquirod to sign shipping
rrtislos at the wogiming of sash wyago ond to si=mn aff’ the orticlos ot
tha esselusion of oach woyogo. 13/ This requiremont, hosmower, deds not
proclude the omployor and hda erew "from mutunlly wndertualding to assuro
o erow tho right to continuc as empleyecs &nd to ro-sign 1T it deosirce
after signing off artieloa at & wyngoe's ond," y,f Tha ricord is jlain
that tho more tomainnrtion of o woyogo sowrod by chipning artdeles docs
not torsinote the emplesvo sirtum of tho respondort's amployoos hora
Inwolwod without somu [urthor sction by oithor the roopendunt or tho
omployocs,  Most of tho socmom fuwolwed in this rrosocding hod workod
continuoualy on the City of Fort Warth for & consldcrable poricd of time,
buing aapleyod in the purforamneo of odd joba on the oldp bedwooun
wynges, 15/ TIn ascordenge srith the rospondentts oustom, tho scosen
wsually cign the now articlos for tho noxt wyago ot tho tisme thoy oign
off tho old, Kervowr, own in thoso instancos in which thoe old and now
artleles ary not simed on the soao day, the seimon conslidor thoms:lvos
engagod for* tho noxt woyogo unloss thoy oro notiffiod te tho semirary,

13/ This umployoe wis Aloxandur A, EBroum,
w’ aausnn 564, 5The

hip Corg e KRB, ﬁl.':l 8, Ct. .#93, r.:nrfg
103 ad 157 (3,0 S.4, 5), and mf? st Hatg ;
ummjmmd Ky t mo U 3

15/ Thus 'Irucuy hnd bo.m nap!.ny'nd unnt.imuuly mr_ar 4 puried of 16 months,
Forgusen for a paried of 1 jyour, Fluhl owr & pordod of 8 ponthe,
farrep ewer o purded of & wecks, and Smdth ewr 3 poriod of 18 nnn’r-hu.
Eich round-trip woyage of tho City of Fort Worth is schedulod to
toko chout 25 deys,
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Wo find that the tenure of esployment of the respondont's
sotan 48 not tenainatod by the sere espiration of shipping articles, 16/
fa find, aseordingly, that on July 25, 1938, the employment of the Ciwe
son nased in the ecaplaint did not automatically tersinats, but that
thoy were discharped by the respordent on that duy, 17/

2, Tho "ait—down® striks

In its answer to the complaint, the respondent alloges, luter
alin, that tha employess nased in the uu-p:l.-.ir.t Uunlawfully took poosms-—
sicn of said stemshdp and policited, incited and stirred up other
Ebars uI the orow of said stoawhip to disoboy and resist the lawful
ordory ol the waster and other ofticers of said sieawship and to rufusa
to parform their proper dutiss cn board sald steamship," During the
hearing the rospondent scught to show that the wilen mombors took
poosescion of the Oity of Fort Warth Yor portions thrraocf® and
"explicitly engagod in a sit-down strike and were guilty of wunlowdul
&ots and were treaptasers,” Aoeardingly the respond.st srguec thnt it
wna justifiod in refusing to ro-ship the fivo soducn swwd in the com-
Fleint, The rospondent's contontlon £luas no swjno:t in the rocerd,

Wo hawe found abowe that the strilke s enused and prolosged
by redson of the respondent's unlavful refuwsal to bargain collectively
with the Union, The strike cortinued for 11 hours during which the
strildrg employess rafused %o worl ond sat down on the poop declk, The
Q;x of Fort Worth was moored to the dock =t Houston curiag the entive

and the refusal of the strilers to performs taelr cuties in no menner
l!n-'llmatrﬁd the safety of the ship, 13/ Morcowr, Lhe sirllers nadther
unlawliully seized ony portlon of tha ship mor despolled any of the
raspondent's proparty thereon, 19/ The striking emgioyoes porely sab
en the poop deck, the usual ploca of merting and rosredtion for aembors
of tha crew vhen off duty; the ship "rosained fully in the possossion

EE In ¥,L,R, 8. v Wtorman Steomahdip Corporation, cit. suprn., tho
Suprema Court, after roviewing ovidonce In support of a ciciler
finding of the Bonrd, statod that "maritize people panorclly hnwo
rocogrized thet tonure of umpluynr]t doca not tormincte with the
axpiration of shipping articles, Sou rlss -#Lt.t..g of Sﬂg_.ﬁf's:m

. - ncf Belaizrg and He Union of r_'jgg

Towra horine Livied

i
]mum h:u.-;,tiuu 'I.l_n;g_'“ Fort arthye Branoh, 19 N.L.%.H., Fo. Bl;;
trd Bot TRl Corogratlon fuad liotional Lordtius

» 18 . L.R.D,, Ho, 1.
17/ b‘ﬁm WATO 18 to LE&suso 1..31_ “ho omployoc stotus of thoso seauson did
in fast geass with tho toondnotion of tistr Ehippi.l'l.g articlos,; it is
undonded thet thay wore ro fuscd rovarlowant. A lel’iI'.‘lln-nt:lrjr
rofusal to oy is no loss & viol-tlan of tha nn' thon is o de-
criminatery disclicrgs, due 4o ‘Hh
Tuxtilo Workors of acoriea, 15 M,L,N.H.

'!
tention is Lhoes ne dofunoo, 4 oey ownt, to on =2llegod violotion
of Socifon 8 (3) of the Act,

Eoo P L.B.R. v. Blaock Manmd &, 5, 0 (2d} £75
o (G0 ks ii intig Titids wm wnd
_m&tjﬂnl h,pcl&u;ru.hﬁa}m};ni 3).“3 l-]I o LBy

coa v Unibod Sietes, 95 0.C &

'hich the Gcmrt found that tie a-h:.g upon which & sirl¥e cosurred
"ms ot in lact moorad to the d at anchor in a safe herbor,

@t wos In gsuch n position that tho obc.dl.nnne of thoe araw ta the

nrd e of tho nastsr wag gogcr uﬂ to har m:c-t,- "

c 30h i.'.5_. 240,

J
g..-

! .s.-m.
(C.0uA. 3)
Toal

WL, B, B0,




of the respondent and ito suthorized officers" 20, and the work of loading
the ship procesded without delay, HNo attempt was made Iv the strikers
to interfero with the normal operaticns en shipboard, and as we hawve
noted, tha vessel sailed on schedule at the comeiusion of the strike on
the same day, At o time did the strilers claiz to hold the ship in
defiasce of the right of povsassion of the cemer nor d4id their presence
- on ghipboerd gonstitute & trespasa, 21/ Unli%e an industrial plant, &
sinip is not only the place of enployment tut also the living quarters of
the crow, Consequently their pere presence on the ship, in the absence
of interferonce with itas control by the respondent's officers could not
constitute a trespass, nor ofe the strikers rogarded as trespassers by
the captain or other offigers of the m.i.p. At no time were the strikera
ordered to leaws the ship. 22/

The evidonce affords no basis for finding that ths conduct of
tho wilon nembors during the atrike projected them outside the framework
of protection afforded by the act, e find that the respondent was not
warranted in discharging any of the union members solely because of
tioir colloctive activity in striling,

3, The alluged broach cf contract

The respondant contaude that the striking combere of the crow,
by wlliuily discboring the lawful comsands of the mastor and othor
cfficers of the City of Fort inrth and by refusing to perfora their
proper dutios on board tids shlp, breashed thedr sMpping artislos and
thorety affovded ample mud lodul causo for the discharges, Haritine
ample;ess who sign ship-ing articles agroe:

to conduct tiwmselws in an ordorly, faithful, honost and
sobor minnor, and to bo at all times diligont in thoir
rospectiw dutios, and to bo cbodlomt to tho lawful commands
of said mastor , . . and of thoir suporior officors, in
overything rolating to the wisscl, and tho storcs and cargo
thoreol, whether on beard, in boats, or on shoro,

Azcording to the rospondont, by engaiing in the striko wnd failing to
"tum to® at the command of tho mistor, tha unlen mombors broachod their
shipping articlas which constituted thelir contréct of cmployment with
the rospondont,

20/ @f, {L.L,R,B. v Stéckpolo Carbon Company, 105 F. (2d) 167 (C.C.h. 3)
vef'g a8 med,, Unttor of Stackpelo Car _,%gggl fnd Unitod Eloetrisal
]

n:qiad.iu Harkurs Il a ] L.2.B, 171,

21/ Eco American ]ﬂmnﬂ.nt% g Co, v ILLR,B., 60 Sup. Ct, 612, affly
s mod,, 106 ¥ i 2.C.4, 3) onf'g 28 mod,, Mattor of hmorlean
vnnufasturing Companys m_'l!;.im of tho Amarican l.hnuﬂlcturiw:
Compony; Calls n.l.' tho Hro
gf tho Amorican kinu.f.‘gt'&ﬂ;g Company and To; Torgera'

Oecadtres, 0.1.0,, 5 W.L,4B, 443, in which the court stated:

Wie do not rogard tha sction of thoso or othor on-
ployuos in standing cround the promisos for & poricd of not
oore than twe hours, while an ottuspt was being node to por-
sundo tho Company to fix a dato for collectiwo bargoining
with 1,W,0,0,, &5 in tho matwen of a sit-down strilke which
would pormdt the tormdnition of tho omployos rolstienship,
They cortainly werc not clodiming to hold the promiscs in
defianco of tho right of possocsion of tho cwmor and we
rogird tho casc o3 po difforont frem that of an ordinary
striko whoro work has guosad bognuse of an unfedr labor
proactico.

22/ During oral argumont bofare the Bonrd, eounsel fer the recpondent
assortod that tho conduct of tho strikors in romaining on botrd woa
considored loss ocrious then AF thoy had loft tho wossol,
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The fact that the strildng seamen refused to cbey tha respon-
dant's orders during the strike is not in dispute, The mers fact that
sach refusal constituted a breach of contract, howewer, is imaterisl
ta tha isvuss here invelved, 23/ We recopnize that an employer may law-
Tully dischargs his employees Lecause of their failure to oboy his orders
or tholr refussl to parfora their duties, whother or not such failure
or rafusal constitutes & bresch of an express contrast of employment,
Tha undertaking by omployees that they will obey the ordors of their
eaployer and perform thelir duties im pecessarily implicit in ewery forn
ol hire and tenure of amplojment. lhencwr emplayees during a labor
dizpute cease work in orcor to striko, necossarily during tha period
of the strike they noithar oboy their saployor's ordors nor porfora tho
duties for which they wore hired, bHonotholess they remain emplovees
within the seaning of the Act 24/ and are vntitled to the protectiom
afforded under the Act against dleorisdnetion by the employer, 25/

Wo haw found that the strike horein was attributable to the
recpondent's unlawful rofusal to bergain colloctiwely with the Union and
that the conduct of the union membors durics the striks was in no mAnnor
unlémiul or ethordse borond bhe lizits of jarmiscible cetivity, Wo
thorefore find untonable tho rospondont's contentien thot the ddsshargos
wore lawiul and Justifiod bocause the atrike in offect constituted a
troach of esontroct. 26/

23/ kn agroement not to striio, whon walldly cntorod into by a labor
orgonization as & res. b of coelloctiwe bargaining, is, of courso,
tinding upon the mombors of the laber opgenization. §h‘|.ppku..‘
artieles, homewr, ire indvidual contracts and cannot lawfully
bo construcd undor tha Azt as roguiring that onck scamen repounce
tha right te sclf-organization and collective targrining or under
normal ciroumstancos refmdn from striking in ordor to protoct such

rigat, ©f, —g_"_;!-.jg%wtmr of Arends Logpany, Ing, and laundry
Workera Cloanors E_&q&aﬂ_‘m KL 00 259,
Sccqui 2 (3) of tha Act, (24}

r 85,5 C ration v, ML BB, 94 F. (24) 375
.0,k 2), onf'a leck Diamond Stoasship Corporatien

and laring %mﬂﬂ Bopoficiel Assscis i
3 KL A B, B4,

28/ of, E.LR.B, v. Sands Maqufactaring Company, 306 U.5. 332, whorein
the Court found thot tho repudiation by the coployocs of thelr agroo-
wont wos not causod by any wnlelr labor proctices of the employur.

It should bo noted morcowr that tho caployues namod in tho
complaint wore mot diacharged forthdth upon thoir failoro to
"turn to" but were permlittod to work for 7 days untdl thu ship
dockod in Philadolphia, Ewom assuwsing the wilidity of the rospon-
dont's contention that the beuaeh of the shipping articles
afforded justification for tiic dischargos, it may roasepably be
arguad thet the rospondent, in continuwing to awdil itsclf of tho
onployoos' sorvices for a joriod of 7 days alter tho alloged breach
of contract, walvod sush broash,

o iﬂ the lew of Unstor and Sorwent, i the Kastur

has chuse Justliying tho dischargo of the sorwont; ond

navorthaloss continuos, with knowledrc of the facts, to
reeoive the bencfit of tho sorvint's sorvicus, hn esunot
aftormards mile @0 brodch ground for dischargo &« « + »

s & + Tho omoloyor hes no right, whothor he desiros
it or not and whatowr intontion boe wonifosts, to cortinuo
enploymont and yot rotedin tho privilogo of ceasorting o
broach of condition, It 1a true thot an caployos may
egnaunt to b rotainod on sush torms, but Ms eloarly
mani festod assont is ROCERATY, for it cannot bo proswsed
. & aﬁ:il‘lntm on Contracte, v, Bd., Vol, 3, 5. 725,

p. 2042,
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4. Defonses with rospect to the
individual diecharges

Although the deferses discussed rlowe more the only defenses
assigned by tho rnopondent in ita answer for the dischargos of the fiwe
seser: nAmed in the compla’ i, during the lwaring the respondent sought
ta shew that in addition thers ecisted other causes for tie discharges,

4. John J, Tregey and Elmer J, Facquses

Tracey had bees: esployed continuously by the respendent sines
Warch 13, 1937, as an ¢ller, Ciroman, and wiper. He was the engino-
vivision delegate of the Unien and had obtained the memperships of nine
omibers of the orew, Ferguson, a fireman, hod been employed continuously
by the respondent since July 1937, Although Ferpuson held no office in
the Unicn, we have oboerved hin activity at the beginning of the strike
cn July 18,

The reapondnni's witnosses admittod that Tracey and Ferguson
wore selocted for discharge salaly becaus: of their scte during the
strike. Soccond Assistant Englrear Dobincon testified that Trocoy had
"throatoned" hin whon he told the ollor that he wea going to put the
stoan on deck himeclf, hocording to Hobinsen, Tracoy had replisd, "You
had boktor not, You will be surry," RAokineon furthor tootified that
whon ho begon to turn o the stoam, Tracoy said, "0o aliead, you won't
haw Eny aftor 8 o'clock,® Ascerding to Tweoey's testimony, he merely
askod Hobinson, ®Zocond £ro you going to light the firoal", and that
n".*.mjlﬂhuh!.nam angwored in tha sflirsative, Lo roplied, "That!s all I want
to khow,"

Even ascopting Holinoen's wvorsion of the incident wo do not
beliove that Tracoy's statescuts can be construsd as throatoning, and it
is apparent from the tortimony thet thoy wore mot so construsd by Robinsen.
Un oross-cxamination ilobinsom statod that ho roccesondud Tracoy's dis-
cherge becduss tho lattor iud slwen him "baok talk, !

Tho ovidoneo is plain that both Traccy 2nd Forguson worc dis—
chirged bosauss of the loading parts thoy played in the striko, Shief
Englnoor Norton testifiod that he did not rocomscnd Fergusen's dischargo
marcly Sectwso ho had disebeyod ordurs, "I would hawe ovorlookod that
had he talen the fires until wo got straightoned out.® Captain studon
tostified thet ha diseharged both those mon upon Nerten's complalnt that
"they had boen on watch at tho timo of the comoncoant of this what I
eougider disobodienco, and £f thoy hed gono on watsh at tho time, thit
the rust of the men probably would howe follomwod , . .

Wa find that tho responidont, by discharging Tresoy and Forgusen,
diseriminctod in regard to thair ldro and tenuwre of smploymont, thorciy
diccourfpng nmborship in thoe Union ond intorfuring with, restraining,
and sooreing Lte omployes in the cxorciso of the rights gunrantood in
Sootion 7 of the Act,

At the timo of tholr dischargo Trasoy and Forgusen were oarning

Y35 and J75 a month, rospootiwly, plus madntendnce on shipbonrd, At tho
tisu of the hearins nedthor had boun ompleycd cineo him disshorge,

b, dJobn Pfuhl, Jr,
Fluhl, on able soaman, had boon contincously omplegrod by tho
rzspondont aineo Novambor 24, 1837, Hs Jotnod the Union on Juno 30, 1938,
ond partleipotid in the: eteike of July 18,

At the hedring tho roapondont sought to show that in addition to
havicg ongaged in thy strd , Fukl had hoon esnavioted of potit larceny
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prior to his employment by the rssoendert end hind Seen arrosted for
larceny during his emplopment, mud thet his erisinsl record, taken in
eonjunation with hls inefficloney and negligence ad an employes, wer-
ronied hia dischergse,

Ccaptedn Buden tostifisd thet Piohl lied ssrved iwndar three mates
and that all hed complainoed £at he was & 2low worker, Pivhl adnitted
thet & complaint had becn nade concoming his work on his first vo
in Fowenbar 1937, but he testifiod (hat no compleint wes made the ter,
Senee PLuhl was re-shinped soveral times dospite his alleged slownoss, we
de not bollews that this was a motivating facter ia hin dischere. 37/
There wae teslimony that on two oconelons Pfull nejlizently spiilad paint
on the deck. He had beon re-shizsed, however, aftar he had spilled paint
on the Tfirsi occasion, and tho tostimomy shows that the sscond offense
wms net brought to the reapondent's atlontlon wtil after the respondent's
ofiicors hao decided to digcharge him, Morsover, on sovaral occasions
othar soanen hod spllled paint and had not boon disciplined.

Finally, tho respondent wrges thet prior to his emplovesnt,
Pruil hed been convicted or setit larceny end thot during his amployment
ho rd bemn arresied for a sicdlar olfenso. Thot Pluhlts erimisal record
g not distucbing to the resseniont and wes not the cavse of als dis-
elnrge ie plain Prem the tostimony. The respondent did not Tind Pkl
an undesirahle amplojve after his arrest since he vmr persittod to con—
blmos in the remondant's cmoloy and tho officers of the ship apparcntly
ind ro knsuladge of Ils provicvs couviction at the tian they decided to
discharga him.

Ceplnin Rudan's tostimemy mates it abundantly clear thnt tha
aotiveting foetor Lo the rosvondont's declalon to dlscherge PRull wes his
sarticipetion in the stidke, Promuehly PRud's parsanal record did not
dnelify hin as an ensloyeo, eccording 1o the rugpongsat, tut édd con-
oiltato a bar to his wnden activity. "Aftor batng Zeadant vith Ein n
Arsan exalodned, Yho hed Indulged in is dlesbadience dmm hove.!

Te find tart the recpondont, by discharging PR, dieceirinetoed
n recurd to bis hirc and temure of cmploymont, tharaby uiscournzing
aeelurship in the Unlen and dntorforing vith, rustreining, anu coarcing
its cployecs in tho exaroise of the rights qumantoed in Soetion 7 of
tha fats

At the time of his discharge 20l wvas srning +75 por nonth
2lus muintenance on shipborrl, Dotuson tie dete of hls discharse and
the daie of tho hearin:, hs scewod try timporary oo on witlch he earned
a total of T182,50, plus oolntonsmes on shipooard disir:s oag of thosa
purieds of caplojmemts

2. Jorcoh Ge. Terron

eren, on oable soamon,. hnd booan sontinuoraly omployad by tha
respomicnt for wvout o wecks prior to his discharse. Tacran was the deok
¢elogato of tho Union and the reeogmized loador of the atrlleca,

Tha rospondant urgor o8 contributing fastors n iis selsction
of ‘mrron for disghergo, his intexication on thruo cccasions during the
asrded of his mplorment, and is arrait for cursing, Shout n month nrior
io iz discharge Werrsn boeame intoxleatod and nas unshle to work for 1
dryre O thy soccad occesion, Terren reportad Lo work late, arrents
talrd aproc otourrod whilo ho was of f duty.

L Ca. ve Hatlonal Iebor Belatlons Deure, 107 Fu (28)
- o Sl e

; endtp as mods, bt ¥

CaCale T
R oy O WL.ED. 336, vheriin the Court otated,
"Although long scrvicde door not nocosanrily indicele efTieionoy, 1t
doen indliests that the esplavests work 48 not comsiderad mo unsatis-
factory as to morit dischnygo.®
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Te entertaln no doudt thet an employme's intoxisation pro-
vides ample remson for his discharge, We leliowe, howowr, that the
recpondent did not discharge darren for this reason, but rather that it
siczed upon his drinking proclivitiss to rid itself of an actiwe union
efficer, Vo have chserved that the respondent did mot aseribe Werren's -
drinkenness as the redson for lis dischargo in its ansmgr o the compliodnt,
Warren had boen re-shipped after hiz arpest and aftor two instances aof i
intoxication, Uoreover, the evidence shoms that bear is sold on board
the City of Fort Worth and that it is not uncosson for seamsn to bocous
intoxiecated,

Wa find tha® the respondemt, by dischargirg Warren, discrininsted
in regard to his hire and tepws of omployaent, thereby disconraging
montersiip in the Union &nd intorfering with, reatraining, and coereing
its enployees in the sxoreise of tha rights guarantecd in Section 7 of
the Act,

At the time of his discharge, Warren woz curning &75 per month
Flus pairtanance on shipioisd, Warren did rot appear a2t the hearing and
the record does mot show the amount of tls carnings, 18 any, sinco his
dischargo,

d, Edwnrd W, Smith

Saith, the crmr megsboy, wes the steward dolagato of the Untem,
At toc timas of his diccharge, bo Lad beon arpleynd continususly by the
respocdont fer aporemi=niely 14 aonthe, Kubtreiber, tao stowerd, tosti-
ficd *hat Sedth wos surlyr end cid net do his werk proporly, that ho
quirrelod with tho cook, and that the cook had reguosted it he bo dis-
charged, Huhtreibor adeftted, homowor, thet thess facts wore roported
to the Captain about 3 menths jrior to Sulth's discharge,

Smith waes aomittadly pojaular with tho erow and wos re-shipped
saveril times after tho roports of his alleged shortcomincs. Kuktroibor
Ireely sdritted thot he rocomssnded that Sedth bo diccherged bocduso ho
winktad "te pot his head 2 Little Wt wiso," and that ho intonded ot the
tiro Smith mes dischargod to roemploy him within o shert time. On cross-
sxtmiration Sherry odedttod thet th wha dischirged boeonso of s
participition in the strika,

Wa find thot the rospondent, by discharging Smith, discriadnated
in regird to hic hire and tonw's of employmunt, thorely discouraging
munborshlp in the Union 2nd intorforing with, rostroining, and cocroing
ita onployoos in the cxorciso of tho richts guarantocd in Scetion 7 of
thy hct,

At the td=o of his dischorze Ssith was carning 352 por month,
Flus maintonence on botrd Lo ship, At the tiwo of the honring, Smith
had atrpod $26 sinco his dischirgu on a trial run of & United Staton
aralsur.

IV, The offoct of tho wnlnir lnbor
preoticos upon comoroo

The cetivitios of the ruspondont sct forth in Scetion TIT A,
B; and C cbowe, occurring in conncotion with its oporctions doscribod
in Scctlon I cbowe, how & elose, intimets, ond substantial relotion to
troda, troffie, and somuiroc among the suv.ral States, ond tond to lood
to hger dicputos turdondng and cbetrusting comacreo opd the froc flow
of cormorea.

The Remedy

Howing found thot the rospordant has ongaged in cortoin unfeir
labor precticos, wo shall order it to cccsc and desist fram such procticos
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and take certain affirmatiw action designed to effectuata the peliciss of
tha Act,

Baving found that the respondent refused to bargain collectiwly
with the Union as the exclusive reprosentative of its employves within an
appropridte unit, we shall erder the respondent, upon request, to bargain
with the Union aa such represantative,

Wa have found that the respendent, by disclarging John J, Tracey,
Elger J, Ferguson, Joseph G, Warren, John Pfuhl, Jr., and Edward W, Smith,
disorivinated against them in re to their hire and tenure of employ-
manit, We shall therefors ordar the respengent to reinstate thess angloyees
to their former or substantially equiwalent positions without prejwiee to .
thelr zenlority and othor rizhts and privileges, &nd to make them whols
by payment to John J. Tracey, Floer J, Fergusen, Joseph O, Warren, and
Edward W, Swith, respectiwely, of a sua of money oqual to the amount ho
would norwally hawe sarned &8 vages from July 25, 1938, the dats of the
discrimination against him, to the dite of the offer of reinstatement,
including tho valus of =mimtenance on shipioard caleulated at the rate of
£2.35 par day, 28 less his net esrnings 2/ during suwch pericd, There
ghall be added to the Saount tius due te forguson, the bonus of §25 to
wiieh he was entitled en the day of his divcharge by rosson of his contin-
uad sarvica with the respondant, The Trisl Esaminer did not recommond
the reinstatement of Ffuld, becauss of his porsonal record, Wo shall not
follow tho recosmmndation of tihe Trial Exnuinor. The rospondont has net
snown, and indeod the rocord bolics the roscondont's contontion, that a
conviction for & misdessanor disqualifics an omployoo for comtimed em-
ploynent, Tha respeudent, homwer, shall not be requived to give Pfuhl
back pay from Fobruary 25, 1930, the date of the Inmter-odiate Raoport, to
the date of this Deoclsien., The beck pay amarded Ffuhl will be a sum of
monoy oqual te the amcunt s.idch he would hawe normally carned from July 25,
1938, to February 25, 1939, and from the duts of this Doclsion to the date
of offor of rolnsteteront, including the valuo of maintenanco on shipboard,
calculated at tho rate of 42,35 por day, loss his not cernings during such
pariod, X
JFrior to the hoaring, one of the sewen strikurs who wont on,
strike on July 25, 1938, in protost sgainst tho diseriminatery dissharges,
hai ‘besn reinstated. Since this strike was caused by the respendent's
wifalr laber prectices, in erder te effectuate the policies of the Act,
we shall order the respordent, upon application, and upon the first aweil-
able sailing date after such applicatien, to offer to the other six
employeas who struck on July 25, 1938, reinstatemont to tiwir former or

25/ The parties stipulated that the welue of malntenance on shipboard
vas 2,35 per day,

29/ By "net efrnings® is meant sarmings less expenses, such &g for trans-
pertation; roca, and board, incurred by an euployee in connection
with obtaining work and woriing elsewhiere thin for the respondent,
which would net have been incwrred but for the unlawful tersinaticn
of his employisent und the consequant negessity of hia secking om-
ployment olsewhare, GSeo Lattor of Crossott Lupmber C ard

ted £

axcunors and Soaess of Aprich, Lanoer
WF IL.R.B. 440, Hondes recelived
for wark perfored upon Foderal, Stata, county, sunieipal, or othor

work-ralief p-ojects are not considercd as earnings, but as provided
below in the Crder, shall bo doeducted from tho sua due the employes,
and the amount tharcof shall be pald ower to tho approprigte fiscal
agoncy of tho Faceral, State, sounty, mnisipal, or othor govorn-
ment or gowrnmonts, which suppliod tho funds for said work-reliof
projocts,
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mubstantially equivalent pouitions, without prejudice to their seniority
and other rights and privileges, discdssing if necessary any employees
sinoe hired to replace thea, 30/

We ahall also order the respondsnt to make whols ths said six
peroons for any loas of pay they may suffer by reason of any refusal of
thelr application in aseordancs with the provision abow, by payment to
eich ol them a sum of momey egqual to the &mount which he normally would
have sarned as wages, including the walue of maintenance on shiphoard,
caleulatod at the rote of 2,35 per day, during the period from the cate
of any sush refusal of ids application to the date of reinstatemsnt, loss
his net sarnings during such pariod,

Upon the bacis of tha foregeing findinga of fact and upon the
entire record in the case, the Pourd paies the following:

Conclusions of Law

1. Hational Maritizo Union of Anmerica, affilintsd with the
iz & labor ergonisation, within th: ssening of Section 2 (5) of

2, Dy disorisinating in regard to the hdre and tenure of empley-
zent of Joseph O, Warren, John Piuhl, Jr., Elmer J, Ferguson, Edward ¥,
Sxith, and John J, Trecey, thareby diseowra ing mermborship in the National
taritime Unlon of Amecica, affiliated with the C,I.0., the respondont has
engaged in and is engacing in unfoir laber rractises, within the mesning
of Section 3 (3) of the act,

3. The unliconso. porsonnal ssployed in the declk, engine, &nd
rtewarda' departzents, oxcert wirsless and radio operetors, chdel elec-
tricians on clectrically driven saips, and junior engineers whoe nold
licenses, on woszals opeceted cut of Atlantic and Oulf ports by the
reaponfent, constitute & unit apprepriate for the purposes of collective
targaining, within the meaning of Section 9 (b) of the Act.

4, The Faticnal Maritine Union of Amorica, affiliasted with the
0.I,0,, i and at all tises since Janvary 26, 1938, has beon, tha exclusive
reprofentative of cepleyecs in such unit, for the purposcs of collectivo
bargaining within the meaning of Seetion 9 (a) of tho Act,

‘5. By rafusing on or about January 26, 1938, and at all tires
ihoreaftar, to bargain collectively with the National Maritime Union of
haorica, affiliated with the C.I.0., 85 the exclusive repressntative of
all its ¢nployses in such unit, the rospondent has engaged in and is on—
paing in wnfair labor gracticas, within the moaning of Soation B (5) af
tha Act,

6, By intorfering with, restraining, and cosrcing it cmployoos
in tho cxaraiss of the righte guaramtood in Soction 7 of the Act, the
respondont has ungagod in and is cengaging in unfair labor practicos, with-
in tho woening of Soction 8 (1) of tha Act,

7. Tho aferescid wnfair labor practiccs arc wnfair laber -
tis‘!ﬂ: affecting comwres, within tho moandng of Seetion 2 (&) and ("lﬁ‘r:ct
Lhe Ast.

CRIER

Upon tho bosis of the abovo findings of foct and conclusions of
law &nd pursoant te Seetlen 10 (e) of tho Kotlonal Labor Relations Ast,

X/ Soe v P LR, 94 F, (2d) 875
(g.C Etocustie Qorporation and

s 3 il L. A.B. B

Ik
b )]
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e Jiriienal Lebor Relatlons Joacd herchy orders thet the ressendont,
southeim Gtemeh'p Cumpany, Filadelphia, Peunsdvanda, and {ta ofMioers,
aronty, succescors, ant escie, shall;

1. C2ass and dosist froa:

¥
{1} Discowsing amborshin in !Mations) Usritiss Inion
of dmcrica, a’ifiiatod with the CuT.0W, or any othor lrbor organizstion
of 1its mloyees Ly dischuging or refusing to reinetate sny of ito oo
Aloyces, o in any othor manaer diserimin tin: in roperd to their bire
and tonure of amplogmeat or any torns o conditiens of thelr employment

(h) Refusing to bargedin colloctively with the M-tional
Cnritine Undon of Meriop, afilisted with the Gul.C., a8 the cwlusive
reprosestative of the ullcensed porsonnel emploged i the dock, envine,
and ctovordst deparipants, oxeest wirdless and redle eperctars, chiel
olostrioians on eleetricolly drivun shine, ana junior enzinsors who hold
licansos, on wveascls oporated ond oo Atlantic and o> porta by the
roppondonty

{2} 1Inany other panner intorforing with, restraining, or
coorcing 1is opployens in the woorelise of e rizht te soll-organisctien,
to fora, join, or assist Llebor oipmniustions, 5 burp=in colicotively
through ranresontatives of thair own choosing, ond to ensage in concortad
activiti_a for thy surnoss of colloctive bargeininr or othur mutusl nid
or arotection, as guerantood in Hootion 7 af tha ¥atiomal Lnber Felrtions
Act, ;

2, Teke the following af®irstive action which the Joerd fnds
i1l effpotuzte the policlos of the Acl:

{a) Uson roguoat, brrgais colloctivaly with the B-‘iemal
Unritdn: Unlon of Azarles, alffilisted with Mo C.I.G., 8 tho coclosive
reprosantaudva of the unlicensod porsarnal gmalaved in the dock, ansine,
and etomnrds! depertmonts, excopt wircless and radic opesntore, chicl
lostrleiang on olaatricslly drivon ahips, and Junier cnzinocrs v hisld
ligonsos, on vesmole oparoted out of Atlantic and Oulf sorts by tha
reapondant, in rospoct to ratus of pey, wegud, hours of mploant, and
oihe conditions of omployroac

" (b) Offcr to Josugh 5. Warres, John POUNY, Jr., Bloer d.
Forguson, Edword We Smith, amd Joka Jo Teneoy Lomsdds to ond fel) proin-
stnlmont to tholr forwr or subsiontledly oqpivelont positions, without
or.fidies to thelr sentority cnl other riglis an' nriviluges pruvionaly
mnjoysd by thomg

(e} Ealw whale Josash G. Trren, Elmer J, Farguson,
Ziverd T, Pmith, 2nd Jaln J. Troeay Lor ooy loss of a-v choy mo hove
suffared by reoson of the moaudmits digerd=inetion <0 ranred to tholir
hdre ané tomue of emnlowwnt, by zeynt to each of thom of 2 swn of
moary oquel to thet vhich ho roudd momally hevo asrned ap nwoces, ineluding
thoredn the veluc of mintenanes an thipborrd e-leulated at the rate of 32,35
Jur dry, from July 25, 1932, (o the dnte on shich the rassondont offare
idn rxiratatosont (and adding thoroto in tho case of Zmar J. Forguaon
the bonas of 123 duo him on the data of hia aizcharga), leag his mot
vammiinge derdng eald puriedy svewidsd, motaver, el Ui rosoondont
shall doduct from tho meunt thue due hiz, menlcs roevived by hin oiring
seif gorlod for work porformed won Fudapal, Stote, sounty, muedelsel,
or ot tork-ralisl projoote, and Doy over tho aatnl, o deduntod, to
tha amoroprists flsesl agomay of tho Federal, Stoka, eoumty, mmiodipal, or
othr gevermunt or govarnmaiis vhich suy ddcd th: DPmda for anid vork-
ralisl srojoots;

(d) Meko whole Jolm POvhl, Jr., for tny loss of ary he may
have suflirod by roason of the respendont'o diseriainetion in regard to

=-17 =
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huhiummmn!mplmt by paymant to him of & eum of money
equnl to that which he would normelly have sammed ae wages, including
tharein the value of maintenence on shipbonrd calculnted at the rate of
82,35 per day, fram July 25, 1938, to Februsry 25, 1939, and from the
date of this Decision to the date of offur of reinstatenent, less his
net sarnings during snid period; provided, howover, that the respondont
shall deduct from the mmount thus duo him, meales recoived by him during
such period for wark porfomacd wpon Fedoral, State, county, smicipal,
or cther work—rollef projocts, nnd pay over the amount, so deducted, to
the approprinte flscal sgcacy of tho Fedoral, Stats, coummty, municlpal,
or othir govornment or governmonts which sapplied tho funds for sadd
work=rolicf projects:

(e) Upcn spplicstion, and the first avolinblc snll-
ing dnte after such application, offar to 1imm Rooves, Henry A. Lothan,
Tilline Gedfroy Burms, Bieard B. Hughoe, Gordon Noeelay, and Cherles C
Belt, immediste and full reinstatement to thelr fommor or substantially
cquivalont positions, without nrejuiica te their senlority or cother
rights snd privilegos provicusly enjoyed by them, dismissing, if nccessnry,
thuga who have been hired to roplace thom;

(£} Moo whzlc William Rocvne, Honry A, Lathan, William
Ccdfroy Burns, Elwmard B, Pugbos, Gordon Feeley, snd Cherles O, Holt, for
any loss of pay they mey suffer by resson of any rofusel of thelr an—
plicathuu for reinstatement, as provided in the section entitled ®
Remody ., ® by nayment to each of them n sun of money equal t+ that which
he wuld normally have earnad s wagzs, inciwding thoreirn the walue of
neintensnce on shiphoard enleulntod at the rato of 82,35 per dny, fron
the date of any such refosal of hiﬂ licntion to the dnte of offer of
reinstatement, lces hie net cnrninss during said poricd: provided, how-
evar, that tl'u'.- respendent ahrll dc-’mt froa the emeunt thus dus him,
monles recelved hy him during sald peried for work performad wpon Fodersl,
State, county, mmicinal, cr cther mrk-rolief projects, ond pay over tho
amcunt, sc deducted, to the nppropriato fiscal rgency of tho Foderal,
State, comnty, mumiciprl, or cther governnant or governsents which sup—
pliad the funds for said woric-reliaf projocts:

(g) Post immcdintaly nntices tr its auployees in consplo-
usus places on ite docks prd on its weesols, and andntain such notices
for n period of at lonst sixty (60) consocutive days from the date of the
posting, stating: (1) that tha respondont will not engnge in the nrmuct.
fraz wndeh it 1s ordersd toc coase and desist in parmgrachs 1 (a), (b)),

(e¢) of this Order; (2) that the respondent will tnke tho affirmative mtim
required by parngraphs 2 (a), (), (e}, (4}, (o), nnd (£} of this Ondar;
and (3) that the rospondent's esployees are free to becomo or roowin meo—
bors of the National Maritime Union of America, affilinted with the C.I.0.
and that it will not discriminate agninst any employee becuse of member—
ghip or activity in that organizaticn;

(h) Notify the Regional Director for the Fourth Ragion in
writing within ten (10) deys from the date of this Order what stepc the
rospondent hns talen to comply herewlth. )

Signed at Washingten, D. C., this #9=fiay of W
J, Warren Madden
Chalrman
Edwin 5. Smith

Mamber

Wa. M. Lolsersem
Tember
{SEaL) MATIOAL LAPOR HELATIONS BOARD
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IEMORANDUN FOR LAUCHLIW CURRIE:

#ill you see Wagner and lieade
about this, The renerzl ides is

oretty zood.

F.D.R.
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THE WHITE HOUSE

WASHINGTON
Lay 3, 1940
LELORAIDUL_FOR THE PRESIDENT:

Re: Finance Pequirenents of Small Business

4 dey or so before we discussed this
matter Jerome Frauk renewed his proposal
and i1t eppeers to huve sroused & good desl
of interest end &pprobetion. It occurred
to me thet with the eddition of your idee
of diversification, it comes quite close
to your view. I am cttaching & brief
summery of the plen, together vith some
outside comment.

If you think you would 1like to asdopt
this plen with certain nodificstions, you
night consider letting Senctor Mead be cne
of the sponsors. It might be edvineble,
however, to have Wegner's neme precede
Mecd's, since Vegner ie the Cheirren of the
Comdttee and the "Mead Bill" has scquired
certein connotetions.

{f—{@
Lalichlin Currie




l. A regional industrial finesnce compeny will be set up in each
federcl rescerve district.

2. Each such finence company will procure its capitel primerily
(and perhsps entirely) through investment in its own common stock by privete
pergons who, through directors elected by them, would manage end control
the finsnce company.

3. However, if and to the extent that ony such company, in order
to procure sufficient eepital, needed governmental assistance, the government
would give such assistence solely by buying the preferred stock of such
finance company. The preferred stoct would have 2 low rete of preferred
dividends. It would either heve no voting power or, =3 a class, the power
to elect only one director. The proferrcd stock would be redeemable at the
option of the finsnce company.

Governmentsl assistence in this form, to the finsnce conpenies,
would avoid the eriticism of the kind of govermmental assistence heretofore
proposed. Such criticisms would be applicable if the government purchesed
the bonds of any such finsnce companies. For, if the povernnent owned the
bonds of such a finance company and if thot company did not succeed, the
government would Lecome the owner of the finsnce company and wowld thuas
become, in effict, the ommer of the securities of business enterprises in
which the finance company had invested; in that way the government would be
in control of numerous small and medium sized business enterprisea.

4+ The plan involves & recognition of & findamentsl difference
between (1) funds required by mecium end small sized business for working
capital end (2) funds for such enterprizes to be used for plant expansion,
i.e., fixed capitel. A emall or medium sized business een ocbtain funds for
working capitel without danger, by borrowing through the issuance of bonds
or notes. But funds for r capital nt not to be bo Such funds
should be obtsined, by any medium or small sizer business, through the ssle
of 1ts stock. As Mr. Owen Young said in May 1939 before the TNEC, where
money is borrowed to buy mechines ond the 1like, to fill orders, the money
should not be borrowed "beceuse you ean't liquidate the cost of machines
out of orcers.” Whst such tusinesses need for such purposes 18 not loenders,
tut partners. The reason is as follows:s Fixed capitel is, by its very nuture,
not liquid, and e business slump mry interfere vith peying interest on the
bonds, or peying the principsl when it comes tue, thus precipiteting benk-
ruptey. What o small or medium sized businees needs for purposes of crpitul
expansion (as distinguiched from working cunital) is, therefore, not loens
but money procured through the sele of its stock.

For thet resson each of the regionol finance companies would

heve the primery purpose of buying the gtocks* of small and medium sized
businese corporations, the proceeds to be used for eapital expension,

* Prefernbly common stocks. SEC experience shows that preferr:d stocks are,
gencrally, bad medicine for most investors. Meny authorities on finence sgree
with thet attitude. That may seem to be inconsistent with the purchase of
preferred stocis of the finsnce companies by the government. The answer is
thet the government is not in the same position es the ordinary investor; also,
it is trying to sid business rather than attempling to sct s an investor.
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5« As ebove noted, funus for working capital, nceded by promis-
ing end deserving small business enterprises can ap.ropristely be procured
by loans. It might be provided that the finance companies coulc make losns
for working cepital of, say, not to exceed $20,000 each,

6. The self-interest of the ovncrs of the common stocks of “he
finance companies would go to insure the fact thst investments of the finsnce
company would be made in small and medium businesses which showed a reel

In other viords, the finsnce conpenies would not be eleemosynary
institutions or rescue agencies.

7+ The need for such compenies is shown by the faet thet an
issue of stock by a smell or medium slzed business, in the amount of
£100,000 to $1,000,000, cannot be distributed through investment bankers
to the public at less then about 20 per cent of the face amount o the stock
issue. Thet is no fault of the investment banker; his overhead on & small
issue mrkes such distritution highly expensive. But the cost to the issuing
business is prohibitive. Mot of that cost has nothing whatscever to do
with registration under the Securities Act since the edditional cost, of
selling such a smell stock issue resulting from registration amounts to
only 1/2 per cent to 1 per cent of the face smount of the issue,

The virtue of the proposed finance company operctions is thet the
finance company would not distrilute to the public the securities of the
companies in which they invested but would holc themj therefore, the huge
cost of public distribution would be avoided.

8. If enc to the extent thet fuch regional finence conpenies do
not receive assistunce from the federal government, there is no nzed for
legislation relating to their creation, It is to be noted, however, the
type of company engaging in such financing is incluced in the investment
trust bill now pending in Congress, so thet any such compeny would be subject
to federal supervision of the same kind as other investment trusts, i the
investment trust bill becomes law,

9+ Quite legitimately (and also to avoid opposition from invest-
ment benkers) each regional finance company should be authorized to assist
investment bankers by agreeing to teke some unsolc portion of small end
reasonsbly promising stock issues of local businesses. Anc it might also
employ underwriters to market the stocks of such businesses afterp those
stocks have been seasoned in the portfolio of the finence company.

10. The regionalization of such finence componics is of very
considerable importance beesuse people in cach locality are far more likely
to kmow of promising business enterprises in their repions then would
investors in some distent portion of the country. Our internsl frontiers
can best be opened up by those aequainted with the regionul business possi-
bilities,



Attochments

Copies of editorial comments on Frank's recent speech
of April 25, 1940 on regional finsnecing.

Telegram from Beardsley Ruml.

Excerpt from testimony of Owen D. Young tefore the
Temporary Netion:l Economic Committece.

Copy of Frank's recent speech on regional financing.
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April 27, f?d{?‘

Capital for Small Business

It Is generaily admitted that s gap exists In
the financlal machinery of this country In so
far as the capital needs of the small business
enterprises are concerned. The cost of ralsing
equity capital, in particular, for such compa-
nies 1s all but prohibitive, a fact which places
concerns of this category at a distinct com-
petitlve disadvantage with thelr larger rivals,

In the old days it used to be that well-to-do
Individuals in the community flnanced the
smaller local enterprises. Today, however, such
Individuals are apparently more inolined to
put their funds into nationally known securi-
tles Listed on the big exchanges,

Numerous proposals have been put forsard
to meet this need, with the two best known,
perhaps, the first and second Mead bills, The
first of these messures would have provided
government insurance for loans mads by
banks to small business, The second messurs

imthrmdmtmmdm“mupn.
|Federal industrial loan corparatjon within ths
!m:m Reserve system, to be financed by the
United States government. But Jerome Frank,
|who outlined his ideas on this subject on
| Thursday in n talk at Clevelund, has, It seems
(to us, & much sounder approach. Mr, Frank
would set up reglonal “investment companies,”
and instead of lending money thess institu-
tions would provide equity capital for amall
enterprises by buying thelr sscuritiss, In

several respects Mr, Frank's osal tends to|
’mvmﬁﬁ—imﬁ*m weak-

riesses [0 U1ie Mead bill and In other proposals

squity capital, which {s what most companles
really need and should have, Agaln, whils the
| government would furnish capltal, it would in-
.&ﬂ.?ﬁﬁ'ln the preferred shares of the insti-
| tution, It would have “little or no control” of
| the banks' affairs, The risk capltal, repre-
sefited by common stock, would be provided by
private Investors. In the third place, he does

gt envision an eleem Institution, but a
In%tﬁrimmﬁ!&%%rm& run on

& profit-making basls. And, finally, the or-

gunizstlons would be d by local persons, |
on the theory thet they would be T bert

| Judges of local condlitions,

As we say, thers will always be diffculty
induclng private Investors to take rlaks if
are to be deprived of the advantage of
risks as they are in such an Important
today. But to the extent that somse new
of faclity Ls required to mobilies capital

mall business Mr. Prank seems to have
best farmuls that has

™
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TELEGRAM

May 2, 1940
1:26 P.M.

JEROME FRANK
CHAIRMAN SECURITIES AND EXCHANGE COMMISSION

CONGRATULATIONS ON YOUR CLEVELAND SPEECH. I HAVE JUST
RETURNED FROM ATLANTA WHERE I HAVE BEEN VISITING ONE OF
OUR STORES, DAVISON PAXON COMPANY. I AM CONVINCED THAT
A REGIONAL INVESTMENT COMPANY SUCH AS YOU OUTLINE WOULD
BE A GREAT BENEFIT FOR THE SOUTH ATLANTIC STATES AND
WOULD CONTRIBUTE MATERIALLY TO THE ECONOMIC WELLBEING
AND STANDARD OF LIVING OF THE REGION. THIS THING WELL
DONE WOULD START MANY OTHER THINGS GOING. HOPE TO SEE
YOU SOON. BEST WISHES -~

BEARDSLEY RUML
R. H. MACY AND CO., INC.
TREASURER



Excerpt from Testimony of lir. Owen Young

Before the T.N.E.C. on lMay 17, 1939.

Mr. Young. Well, I think --°I don't think you can deal
with it through loans, Senator. . . . . The faot about it is

that there is all the difference in the world between loaning

& company something where it turns over its capital and can

pay it back and lending money to buy machinery or something

of that sort, and have it fixed capital where it can't pay

el L A

back. T M
[ *2rnn N £

The Chairman, But I understood you to tell me, in your
opinion, there is an opportunity for adventure ocapital.

Mr. Young. Yes; equity capital but not loan capital.
I am making that distinction in reference to your term "loan
capital."

The Chairman. It isn't altogether clear to me vhy it
was an economical and wise thing for General Llectrie to borrow
money to adventure in this field and why it would be urwise for
a small enterprise to borrow money for that purpose.

Mr. Young. Oh, it isn't unwise for the small company to
borrow. rlease don't misunderstand me.

The Chairman. Then I didn't get your explanation.

lir. Young. Suppose a small company has a block of orders

here and it needs to buy materials and pay wages in order to get

them out, but it has the orders and the buyers are here. There




is no reason why they shouldn't borrow money to carry that and

pay it out of the proceeds of the sale.

The Chairman. Then it comes down to this, that a loan
which is on security in the business is & perfectly proper loan -=
Mr. Young. mo; if you will pardon me just a mimute. It is

quite a different mavter vo borrow money to buila machines to

fill those orders because you can't liquidate the cost of the

machines out of the orders and, therefore, you have en unlimited --

there is no way of paying them back; you can't turn the machine

over to the bank very well.

The Chairman. But if the machines were to produce a product
for which there was en insured sale in an expanding industry,
would net that product be a --

lir. Young. (interposing). It would over e course of time.

The Chairman. Put that, of course, is what the little
business enterpriser says he can't get end what he should get.

Ir. Young. Vell, what I think, he may be mistaken himself.

I don't think he wants loans. He needs partners to put up

money with him. That is what he needs.

Mr. Frank. Isn't the difficulty, if he borrows against a
fixed plent and if for any reason there is a temporary recession
8o he isn't able to earn enough to pay the interest on the loan,

he is going to be foreclosed:



Mr. Young. Banlaupt

lr. Frank. Therefore, what he ought to have is a flexible
condition where those who advance the money are his partners and
will take potluck with him in those periods of recession.

Ir. Young. Quite right.

lr. Frank. Mr. Young, I gather you think, if new and
small and medium-sized enterprises are to be aided, that you
would prefer to see that aid, assuming Government weren't to do
it, come in the form of equity financing rather than dispropor-
tionately through lcans.

kir. Young. I don't think that locans will solve the
problem at all. I have had some experience in watching the
applications of the Federal TNeserve bank in Yew York, where L

am chairnan of the board of directors, and the great numben of

cases that apply there for loans, even on a S-year term, are

cases which reed permanent fixed capital, capital to be imvested

in new machinery, perhaps in new improved machinery, in the

development of processes, which in the nature of thihgs can't

be paid back.

Vr. Frank. And even if the loan were of loqﬁ term, the

fized charge through intercst might put the small, growing

business in a precaricus position if there cama temporary




recession and default, whereas equity financing would avoid

that embarrassnent.

Mr. Young. It would avoid that embarrassment.
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I find that no member of the SEC has visited Cleveland since former
Chalrman Douglas was here in 1938, That is much too long a tilme. As it ls
one of the leading financial and industrlal centers of the natlon, we are
very much Interested in Cleveland and its problems. In fact, we have, as you
know, opened one of our few branch offlces here within the past elghteen
months, under the directlon of your distingulshed former State Securltles
Commlesioner, Dan T. Moore.

Mr, Justice Douglas, when he was here, some two years ago, addressed the
Cleveland Chamber of Commerce's "Committee of the Banks and Investment Bankers
of Cleveland.” I wonder Lf you recall what a resounding chellenge it was to
the financial leaders of your ecity. He polnted out that the propertion of
the magnitude of your indusiry and wealth in the Fourth Pederal Reserve
Distrlet far exceeds your geographic proportion of the natlen, but that your
financlal leaders were not obtaining thelr pro rata share of the nation's
financial business. He pointed to the concentration of financial business
In New York and showed that, slthough in the two years Just preceding hls
talk, the Cleveland Federal Reserve District had been the domiclle of ecore
porations offering 12 per cent of bonds and stocks, dealers in the Cleveland
district had particlpated in only sbout 5 per cent of all issues and had ac-
tually managed the distributlen of only a little over two and one-half per
cent of all lssues,

In coneluslon he sald:

"Undoubtedly, then, there s & considerable supply of funds available
for long term investment and a large demand for long term funds originating
in the Fourth District. Much of this might be matched reylonally, but now
goes to New York to be matched there. Suppose a part of these amounts were
handled locally to form the basls of a reglonal capital market. What would
that mean to you and to the Fourth Federal Reserve District?

"I hardly need te tell you thet !t would mean more business for the in-
vestment bankers of the District, for the trust and reglstrar depariments
of your commerclal banks, and for lewyers and auditors of the Disfrict;
for printers of the prospectuses, ete. It would, indirectly, mean more busi-
ness for your banks In the form of loans on new securities and wider op-
portunities for investment, All of this is an important aspect of the prob-
lem, no doubt. To me, however, there are other aspects of at least egual or
greater consequence, though they may seem somewhat intanglble.

"First and foremost, I should expect simpler and more conservative
finance, where finance is brought closer to the locus of businees and where ine-
vestors are brought closer to {lnance and Investrment.

"Second, I should hope regional financing would produce better planned
finaneing, since under that system, there might be greater freedom from the
scramble in the capltal market for the issues of temporarlly popular industrles.

"Third, I should lope that reg¢ional finance might be able to develop an
adequate organizatien for the supply of long term capital, partlculagply In
equlty form, to enterprises of moderate size.

"Fourth, I should expect that a reduction Lin absentee financing would re-
sult in a reduction of absentee ownership and management, with all of the ad-
vantages which flow from keeplny business at home for the home folks.
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"Finally, I should sxpect that the development of regibmal capital mar—
kets would bring new capltal and new brains into the investment banklng in-
dustry and the financlial management of local business, This is not meant as
a reflectlon on its present personnel. But reglonal capital markets of suf-
ficlent stature should help retain and employ the best of lts own sons at
home.

"The development of reglonal capital markets seems to me to be eminently
desirable but it will not come just by talking and writing. PReglonal capital
markets, even under the best of conditlons, can grow up only if local bankers
and leocal businessmen want them. With lecal patronage, development of re-
glonal capital markets is possible., Without lt, it is impossible. The prob-
lem therefore at this stage ls largely in your hands." ¥

I understand from friends of mine in Cleveland, that Mr. Justice
Douglas' talk made a great impression here and, what is more important, that
at least some leaders in your community decided to do somethlng about it. I
understand that, as a result of their activity, the pro rata share of the
Cleveland District's participation in stock and bond issues has substantially
increased. :

I entirely agree with what Mr, Justice Douglas sald about the importance
of regional finance -- and not only as to its importance but as to the fact
that the inltiative In fostering it must, in the final analysls, rest with
the leaders in those regions. They have It In thelr power to jive more sub-
stantlal ald In promgting the promising small business enterprises in their
respective localitles. And many small businesses need and deserve such ald,

When I say that I am not to be understood as belng opposed to all big-
ness in business. I belleve that there are some industries where oblgness s
today almost indispensable. But to say that bigjness ls necessary and desir-
able in some industrles ls not, by any manner of means, to say” the same thing
of all industries, There are many areas of American 1ife in which there is
no need for blgness. It is foollsh, therefore, to make an antithesis between
big business and small business. Zach has its legitimate place in the
American scheme of things.

Do you remember the First Grade Reader story of the little ply and the
big giraffe? The little plg sald it was better Lo be small and the blg gi-
raffe said, no, it was much better to be big. They arguved all morning, but
neither could prove hils point. Flnally, as they walked along, still arguing,
they pasced a high wall., Kow, on the other side of the wall there was an
orchard, and both the little pli and the big gireff wanted to go inside and
eat the apples and the tender leaves. The little plg looked and looked, but
eould find no entrance. But the giraffe had no trouble in reaching his long
neck over the wall and eating all the leaves he wanted. "You see,” he sald,
it is much better teo be big." Then they walked on until they came to
another orchard enclosed by a high wall, This time the girafie found ue
could not stretch his neck over the wall tu eat the leaves. But Lhe little
plg found, at the bottom of the wall, a hole which was just laryge enough for
him to squeeze through., Inte the orchard he went and ate his fill of the ap-
ples. Then he returned to the giraffe and said, "It ls really much better
to be small."

Blgness as such ls not a virtue, XNeither is littleness. To worship
either, as such, is a neurotic obsession. To f{ear either, as such, ls a
neurotle phobla. The fear of size, as such, is silly., The worship of



littlerdess, as such, is equally silly. In some sltuations, bigness is more
deslrable. And the situation in which it is better varies with technological
conditions, Blgness and littleness are relative terms, - Life is not static
and no size-formula can be gtatlec: Moreover, there can be no perfection:
There is, usually, not a "best” but merely a "better.” And, when blgness ls
preferable, devices must be sought which will offset, If possible, its defects.
It will not do to show the defects of blgness, in any glven context, without
asking whether littleness, in that same context, would not be worse. And when
it comes teo reducing bigness, one must ask, “"How much reductiom is now desir-
able?" There ls need for scepticism concerning the dogma that the blggest is
always the best. There is alse need for scepticlism as to the opposing dogma
that littleness ls always the best. Both dogmas are equally fallacious. As
to any specific Industry, the guestlon is alwoys pertinent! "“Whai, at this
particular moment, 1s the most desirable size?"

It is; accordingly, folly for anyone to say elther "I am for big busi-
ness™ or "I am for small business.” It is wiser to say, "I am for both, each
in its proper sphere.” The result of not recognlzing the folly of any basie
antithesls between the two is that a false lssue is presented and that, as a
conseguence, many persons, who qulite ratlonally defend the rlghts and needs
of blg business in certain industries, pay altogether too little attentlon to
the rights and needs of small business. In many sectors of American 1ife,
small and medlum sized businesses will elways be the backbone of American
business., They often receive insufficient consideration frem financlal lead-
ers and government. -

Local industries and reglonal industries must thrive and prosper. It is
imperative that they, as well as the glant corporations, should have credit
and capital facillties. And, with Justlce Douglas, I feel that, as u general
rule, the fountain head of capital and credit for most local and regional in=-
dustries should, as far as possible, be in the locality or reglon where they
are located.

How I know that you have heard a great deal of talk about how the SEC
interferes with small business, and ¥ou may wonder how I, as a mermber of what
is said to be such an cbstructlionist agency, can consistently express Sympa=
thy with the needs of small and medium slze business., The answer is & simple
gne: By and large, the S8EC has practically no effect on small business,

That it has is a popular misconception. The fact Is that, out of the millien
or more businesses in this country, the SEC has ln its entire life come in
contact with preotably no more than a few thousand. By and large, we affect
only those who want to sell thelr securitles to the publie.

Naturally, I thilnk you here in this audience know that those are not
small busi.nesses. They are medium slzed businecses. As you know, lssues
under #100,000 are exempt from the SEC requlirements. And a onc=hundred thou-
sand dollar lssue ls a small issue only from the standpolnt of a blg company.
From the standpoint of the very great majority of businesses in America, such
an issue is a bly lssue. I assume that most of you are representatives of
small and medium sizel business and I am sure that few of your companles have
much more than $100,000 of stock or bonds outstanding in the hands of the
publiec.
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But very likely there are many of you who have felt that your capital
credlit facllities were not what they should be, You have felt that it lis
uch too hard to obtaln the Foney you need for the leJjitimate expansion
ur business - even when you have orders on the book which would justify

an expansion. That, at least, Las been the problem of thousands of
 -businessmen all over tle country. And there is no” possible question

it is a very serious proetlem, not only for the particular businessman,
for the country as a whole.

We have stories of retallers and srall manufacturers who could net

fi cank loans without pledging as collateral so much of their inventory
te conduct business Lecame virtuelly impossille, ke have stories of

* businessmen who have had to go to the commercial loan companies or to

aclors or ever in some cases to actual usurers to cbtaln witally

sary caplital at laterest rates so larde as to be literally stagdering.
e uave other stories ol busiressmen whose erylug need was for partners
vest equity capital and wuo ecould find only creditors who Filed the
ess debt so high that the siadow of barkruptey was often vislble around
orner. I sm not to be understond as tlaming all those who make such
for the harsh terms they may exsct; for, frejuently, the nature of
loans, by ordlnary lenders, Justifies such terms.

‘nere are two distinct problems lrvelvad: [he first has to do with
ively small loans for working capitsl. The second has te do with funds to be
for plant expanslon. It is with the letter, Lecause of my SEC experi-
thet 1 am primarily concerned,

\s 1 nave suid on meny occaslons, I as Lin favor ol seeinyg a great deal
2quity money and a great deal less deti money go into business,
lally where funds are needed for plunt expansion. [lhere is very little
lcity In debt. Interest charges are fixed, regardless of economic con-
'8, American business is a Jrowing, chenging, thking. But an exvessive
. of interest charges, on funds used for capital expansion, is a statie
The two are, to sy mind, often lneompatible. Let me dive you a word
‘e of what I mean. On the one hand you have a epirited horse (American
88) -~ rarin' to go. Or the other, you have a lLuge stake in the
| - representing debt created in the past. iying 1he horse that wants
forward to the stake which holds hlm to the past, Jou have the stout
f fixed interest charjes on the debt. On the other hand, to carry my
e further, if you release the lLorse and give him an able rider in the
f 4 psrtner with equity money, he will really go places. ’

t is signlficanty that, ior many years since the last world war, an
sing numter of our Jiant industrlal corperetlions in our prosperous
ind industries have lssued few, if any, bouds, but insvead, have done
tirnancing largely through stock. }

he following editorial in the Wall Street Journal, for February 5,

ls apposite: "4 nows article in a recent issue of The Wall Street

1l recorded the fact that many corporations are now applying cush in

of immediate working cupital rejuirements to the reduction of debt,
vent of preferred stock or reduction of arrearages in cumulative dlivi-
'n senlor lssues., detter het earningds of the lutter part of 1828 have
"ated these processes wnd it ls antleipated that gJood earnings of the
- juarter will carry further this work of simplifying and lmproving
ital structures of a covsiderable number of corporations. Reduction
¥age or floating uebt obviously fortifies any unit of business
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enterfrise, both for the perforiance of its ecomonic functions anc for the
conpensation pf those who have covicitied thetir investrent Fumds to the use
of its managenent. dAetlrement of prererred shares and. reduction of accumu-
lated unpaid dividends are measures of a somewhat different brder but still
thay help materlally toward a stronger capltal structure, one better adapted
to mest contingencies either of suddenly expanding operations and the
borrowling that may entall or of contracting bysiness volume and resulting
smaller earnings. '

"1t was noted in.the article referred tc that these aprlications of
earned income will in rany instances bring nearer the time when dividends on
common stogh may be resumed or begun. That reans more than merely the pe-
cunlary benerlt of comson stockholders. A large corjoration of which the
common shares are 5o remaote from dividend possibtilities as to be little more
than trading chips is far from ar ideal set-up from any folnt of view,
whereas a corporatlon sble to pay couron dividends not oLly enlists the ac-
tive interest and support of all its security holders byt also, under. favor-
able general conditions, way obtaln needed capital for expanslion without ine
curring the foteaitol uisauvantegd of fizeu inlerest charges,” S

Unce that would lave buen considered heresy: once it was thought that
it was always good business for a corporatibn te lssue an lmmense amount of
bonds st low Interest rates to pprocure meney which the corporation, could
employ to earn a much larger rate of resurn for tlie stockhelders. That kind
of pargin trading was once considered invarlably wise.

“ut rany of those who mansye many of our prospercus big: companies no
longer adhere tc that business doctrire. and, Lf it has proved unsound with
reference to many bij businesses, surcly Lt ls even mors unscund for a small
or redium slzed business, whick frejuently nas less capaclty to atand up-
under the impact of a business slump at a time when it has o large amount of
interest to pay or a large amount of debt prircipal to refirance. A:pro=-
portlonately large amount ‘of bonded debt for big tusiness, and even more for
small business, is a constricting thing., It produces lack of elastlclity,
the inabllity to adjust to bad bus'ness weather.

Since much big busiress kas found Lt wise and possible to avold the con-
striction resulting from a large proportion of bonded dett, every effort
should be made to make the same possible for srall business. And that meams
that there must Le more egqulty fipancing of the small, promising buslness
enterprises.

A large propontion of financing by such enterprises tarough bonds in-
volves dangers to the lovesiors i those btonds and to the owners of the,
stocks In those enterprises. lhe chlef danger ls that, Lf, becsuse of & de-
fault in interest puyrentz or the arrival of the naturity date, the bonds
come due in a perlod of recession, tarkruptecy or reorganizatlion is precipl-
tated; and bankruptey or reorganlzatlion ls, Jenerally, harmful to all
investors,

kore and more that fact ls coring wo Le recognized, In Cctobér 1928, a
committee conslsting of some of our leadind conservative barkers, lnsurance
company executlves, and other buslress men, pubtllelized such views in an im-
portant book called "Uebts and necovery.” I earnestly recormend that Fyou
read 1t.”

* You will find thet thome exronded in a speech of mine, Too Muck Inter-

est in Jnterest, which I made cn September 22, 1298, GSee also my bock,
Save Anerica First (1938) pp. A85-384,
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To aveld any possible misunderstanding, let me say, parenthetlcally,
that my preference for lncreased equity financing is personal and must not
and does not affect my conduct in helping to adminlster the statutes which
the SFC enforces. Under the Public Utilitles Holding Company Act of 1935,
the question of lawful financing of gas and electric utilitles companies does
come before us, frequently. But there we must make our declslons in accord-
ance with the standards set forth by Congress in that particular Act, and the
applicatlon of those standards cdoes ot authorize us to disapprove of bond
finaneing of such utility companles, Lf it conforms to those statutory stand-
ards., In other words, if the management of a utllity company elects to lssue
bonds, we have the power and duty to interfere with its Judgment only to the
limited extent that its judgment flies in the face of these statutory stand-
arda; on a few occasions, we have been required to hold that a proposed
utility bond lssue was excessive and violative of that Act; our position, in
such cases, was substantlally the same as that of the Interstate Commerce
Commisslon which, under somewhat simllar provislons of the Transportation Act
of 1820, has, not infrequently, over the past twenty years, refused rallroad
companies permission to issue an excessive amount of bonds in viclation of
the standards of that Act. But, except for cases, reloting solely to bond
lssues of utllity companles within our jurisdiction under the 1835 Act, the
SEC has no power whatever to pass upon the amount of bonds a eorporatlon may
issue. Accordingly, when I express a preference for increased equlty flnanc-
ing I am merely stating my personal non-officlal attituds. That ls, however,
an attlitude based upon a study of a very large number of cases invelving in-
solvent corporations which have gone into bankruptey. For, under the Chandler
Act, the SEC makes advlsory, reports to the courts in connectlon with reorgan—
lzations of bankrupt corporations; and, In connectlon with such reports, we
learn much about the disastrous consequences of excessive baond finaneing.

I know the problem of equity Flnancing for the prosperous small or
medlum sized buslness is not simple of solutlion. ©But I believe the soclutlon
must, In considerable part, be regilonal. And I bealleve that communlties like
Cleveland, with lts great financial, industrial and human resources, can
sclve Lt. I would like to relate to you one suggestion which I have made on
several occasions. It pertalns to the establishment of samathing which, for
lack of a better name, might be called reglonal industrial eapital instltu-—
tionas.

You are probably thinking, at once, in terms of further government con-
trol over business. If that worries you, let me say that it also worries me,
If I felt that what I have proposed could not be worked out without giving
the government ownership or centrol - either direct or indirect - of American
business, I would be opposed to it myself, The instltutions which I propose
might require some financlal support from the fovernment. That would depend
upon how much support could be obtained in the communlity. Under no clreun-
stance, would the government contribution be made in such a way that the
government might eventually take over any businesses which the lnstitution
might have alded, But I am getting ahead of myself.

In short, I know from my experience on the SEC that there is no way in
which most small business enterprises can ralse capltal ln amounts from
®50,000 up to even ©1,000,000, unless they have some special connection with
an underwriter. Most Individual underwriters are not equipped to handle
security lssues of this slze except at an excessive cost to the lssuer. This
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is not a ecriticlsm of the spirlt or motives of the underwriter, but it is

a frank analysis of thelr capacitles. Our figures show that for small lssues
of common stock reglstered with the SEC, the underwriting charges alone run
to nearly 20 per cent of the lssue. When the cost runs that high, even I,
with my predllection for equity fimancing, must acknowledge that debt finane-
ing s unavoldable, no matter how unfortunate that may be,

I do not deny that it costs the underwuriter a great deal to market secu-
rities of little known enterprises and that his risks may be high, I am not,
thereforé, blaming him for charging a large price for his services.

But I feel that money which costs that much is too expensive for rost amll
American business,  And for that matter, the underwriting charges for small
bond issues and small preferred stock lssues are also so very much larger than
for big business that little and medium sized buslnesses are placed at a
terrific competltlive handlcap in their race for thelr proper share of the
nation's business, $

So I have proposed the creation of these reglonal institutionsd. The
plan has not been worked out as %o detall, but roughly Lt is as follows: 1In
each of the Pederal Reserve Districts,'a financial inmstitutlion would be set
up, with the common stock owned by private persons in the district. In order
to stimulate private investment in the stock of these institutions, the gov-
ernment would invest in thelr preferred stocks, carefully safeguarded so as
to have little if any voting power. But, the privately owned common stock
would control the institutlon and elect the officers and directors. Each in-
stitution weould, In turn, buy the stocks of deserving and growing local busi-
ness enterprises, A good finanéial conditlon, which needed money for capltal
expansion, Generally speaking, the institutlons would not make loans. They
would supply equity capital instead of debt.

In other words, each of those institutions would be a sort of speculatlwve
finanece company or Investment trust, I want to emphasize that I belleve they
should not be eleemosynary lnstitutlons, They should be run for a proflt.

We all know that there are hundreds of persons in every community who think
they ought to get capital for everything from making gasoline out of salt
water %o operating a rocket service to Mars., But we also know that there are
plenty of good promlsing businesses which, with a little additional capital,
can prosper. And you business men in the community know those situatlions
better than anybody else. That is the principal reason why I belleve so firm-
ly in localized control of the proposed financing companies. An investment
committee made up of local business men ecan Judge better than anybody else
which are the deserving situatlons and which are not, They can also judge

the llkelihood of success of a given venture in thelr particular community.
They can know, for example, that a glant market might succeed ln one neighbor.
hood because of competitlve conditlions, while it would have very little chanc
in another. Those are judgments that cannot, nearly as well, be made from a
distance,

Those reglonal finance companies, as I envislon them, would not merely
themselves invest In the securities of prospercus small busliness enterprises,
deserving the opportunity to expand, but would also, in apprepriate clroum-
stances, participate with underwriters in the distribution of the securitles
of such busineases, ;



Naturally, it would be tooc much to expect that all the investments of
the flnance companies would succeed, Some, of course, would net. But I be-
lieve that, with a wise selection, most of them would. And I belleve that,
from time to time, it would be often found that some expert management ed-
vice, such as could be supplied by the institutlen, would pull a business,
in which it had invested, into the black when it had gone into the red.

That at least has been the experience of private groups whicH, on their
own initiative, have attempted that kind of project on a small scale. Mot
long age, I was talking to a man in Néw York who does almost exactly what I
belleve these instltutions could do. He takes a stock interest In a small
tusiness which appears promising at & price agreed upon as fair., He then
sends one of hils own men ocut to study the business and glve management ad-
vice for ms long as may be necessary - a month or six months. He supplies
that management service at no charge., His only profit comes from an improve-
ment in the value of his stock through an improvement in the affairs of the
company. He tells me that, of course, he turns away a great many unworthy
appllications; but he also has to turn away many very promislng situations.

He is an enthusiastie supporter of the reglonal flnance company idea., He sayE,
incldentally, that he has put none of his money into enterprises in New York
City —== all in small business on Long Island, New Jersey, Connectlcut, etc.

As a matter of fact, the investment trust bill now tefore the Senate
makes provision for this type of company — frankly speculative -- frankly
for speclal situations. I believe that finance companies of thlis nature will
ald materially in filling the gap, but I doubt whether such companies,
managed from New Yerk, can get down into the local .situations. By and large,
I thihk they will have to place thelr funds with companies a little larger
than those I have in mind. But size is no measure of potentiality. A smell
business venture, in many industries, has relatively as much chance of suce
cess as a large one. I would be worrled about America if I did not belleve
that. And I think it requires a knowledge of local cenditions adequately to
know the prospects of the local. industry.

There are two things I want to say about my proposal. First, I do not
regard it as a panacea; I am not a perfectlonist and therefore do not belleve
in panaceas. I merely regard it as a step In the direction of filling the
E°P ln our underwriting machinery which presently makes it too difficult for
small and medlum slzed companies to obtaln capltal., Becond, I do not suggest
i1t as an alternative to, but rather as supplemental to, the plans sponsored
by Senator Mead of New York, which would provide governmentally alded credit
facllitles for small business, :

I want, once more, because it ls so irportant, to stress the desirabllity
of reglonalization. Greater reglonal Aautonomy is Irportant because, I repeat,
in many areas, local needs are best known to those- in the locality. Reglional-
lzatlon, as to security lssues for capltal expanslon, seems to me to be of
very considerable Importance. Feor not enly ls there need, in general, for
asslstance to the growing small business enterprise, but there is specific
need for stimulating business agtivities in the several reglons of our country
where toddy there ls too little such activity,
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Now if I am correct in thinking that there are internal frontiers which
call for development, then it seems to me that it follows, that, insofar as
such internal frontiers are to be. opened up through financial assistance to
business enterprise, it is necessary that there be localized or regional
finance companies for that purpose, so that the regional possibilities will
be studied by those who are interested in and sensitive to them. Centrali-
zation of all such financial institutions in any one clity is likely to
foster insensitivity to local potentialities almost to the same extent as
now exists as the result of excessive centralization of investment banking
in New York. The urge for reglonal development must come from, and will re-
celve it2 most intellident encouragement in, the several regions,

What I have been discussing is, of course, part of tke larger preblem of
Stimulating an increase of the flow of savings into capital expansion, in or-
der to add to employment and to our natlonal prosperity. In connection with
that entire problem it is well worth considering whether some form of tax ex-
emption should not be given tu those who make irvestments that augment capital
expansion which would not otherwise occur. That is a large topic and I ecan do
no more here than suggest it for consideration.

And while I am talking of tax laws it may be well to refer to another
periinent problem: One deterrent to equity financing is to be found in pro=
visions of the income tax luw which perait the deduction of bond interest (as
distingulshed from dividends) from gross income in determining taxable net in-
come, There would seem to be a need for considerin: some revision of that
provision of the Revenue Act sp as to stinulate equity financing; that is a
problem not too easo to solve and I shall not attempt to work out a solution

of it hLere.

I have said that the government could stirulate interest in the regional
industrial capital companies by sutiscribing to their preferred stoels., It is
by no means certain that such governmental participation will in all cases be
needed, There is no reason under the sun why & group of Cleveland men should
hot get together and do the job themselves -~ form a corporation to be known
as Cleveland &nterprises, Ine., or Cleveland industries, Inc. If you did, I
believe it would succeed. I believe it would also increase the prosperity of
Cleveland and revcal apain the private iritiative that Las made Cleveland the
great city that it is. And I would like it better if done entirely by private
funds than if with povernment participation. I am not urging it on you, be-
cause it is rot my business to do that. But I would be happy to discuss the
idea with any of you to whom it appeals,



EET AT Ve %@d

Perhaps the most significant bit of news relating
to the creation of more jobs for the unemployed came
last week in the address which Jerome Frank, chair-
man of the Securities and Exchange Commission,
made in Cleveland urging that equity capital be made
available for small businesses in America.

Mr. Frank suggests that regional corporations be
established with or without government aid, but the
control to be in private hands. He points to the diffi-
culties which small businesses now have in getting
new capital. It is refreshing to learn that this subject
has not been side-tracked by the Administration. It
goes to the heart of our economic difficulties.

For unless small businesses are able to get capital,
all the trade and business of the United States will
drift into the hands of larger and larger units. The
big companies already have adequate surpluses but
the small businesses which must keep alive the sys-
tem of free competition are handicapped.

Legislation designed to furnish ecredits to small
businesses was opposed in the last session of Congress
by commercial banks. The latter have steadfastly
refused to permit commercial deposits to be used for
such purposes and have argued that short term eredit
was ample and that long term financing should really
be done through common stock instead of bonds,

EQUITY FINANCING Chairman Frank takes the same
PROBLEM IS view. He believes it is a problem
NOT A NEW ONE for equity financing and in ad-
jacent columns we present ex-
cerpts from his address. In passing it may be noted,
however, that this problem has been before us for
many years. As early as August 28, 1933 we said in
an editorial in The United States News that a ayn-
tem of regional credit corporations was a vital neces-
sity. We outlined at that time a plan for an inter-
mediate credit system for American business and
while the essence of that proposal was the sale of
long term debentures through regional corporations
with the Reconstruction Finance Corporation ready to
make a market for such debentures as it has done
with Federal Housing Authority mortgage loans, the
plan suggested by Mr. Frank turns wholly on the use
of eqmmon stock with the RFC as an owner of junior
securities or preferred stocks.
But we should not overlook the fact that equity
capital is scarce even for small business because

1 MONEY FOR JOBS

BY DAVID LAWRENCE

many New Deal laws have made it difficult for small
businesses to make & profit. The payroll taxes, for
example, take a disproportionate toll out of the gross
income of small companies. Why should a business
that loses $25.000 a vear pay out of its capital an
additional $15.000 for payroll taxes?

“UNDERWRITING Any tax which is so wholly un-
COSTS AND related to capacity to pay and
RISKS HIGH" to profits as the payroll tax is a

vicious deterrent and should be
removed. There are other deterrents, Rigid and blan-
ket arrangements imposed by the Wage and Hour
Law have unquestionably hurt smal] businesses,

We need, therefore, to re-examine the opportunity
of small businesses in America if the free enterprise
system is to be maintained, It is encouraging that Mr.
Frank has portrayed so candidly the plight of small
businesses needing capital. He is to be commended for
drawing attention to this weakness in our economic
structure. Excerpts from Mr. Frank's speech follow:

“Since much big business has found it wise and
possible to avoid the constriction resulting from a
large proportion of bonded debt, every effort should
be made to make the same possible for small business,
And that means that there must be more equity fi-
nancing of the small, promising business enter-

“lI know the problem of equity financing for the
prosperous small or medium-sized business is not
simple of solution. But I believe the solution must, in
considerable part, be regional. 1 believe that com-
munities like Cleveland, with its great financial, in-
dustrial and human resources, can solve it. I would
like to relate to you one suggestion. It pertains to
the establishment of something which, for lack of a
better name, might be called Regional Industrial
Capital Institutions,

“You are probably thinking, st once, in terms of
further government control owver business. If that
wﬂum.letmeuym-titnlmwﬂu me, If I
felt that what I have proposed could not be worked
out without giving the Government ownership or con-
trol—either direct or indirect—af American business,
Imﬂdhupmndmitmmlr.mmmiuu
which I propose might require some financial support
from the Government. That would depend upon how
much support could be obtained in the community.
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Jerome Frank, chairman of SEC, makes a significant suggestion that regional
industrial capital institutions be established with Government help but *

private control—needs of small businesses for equity capital are stressed.

Under no circumstance would the government con-
tribution be made in such a way that the Government
might eventually take over any business which the
institution might have aided. But I am getting shead
of myself.

_ “I know from my experience on the SEC that there
is no way in which most small business enterprises
can raise capital in amounts from $50,000 up to even
£1.000,000 unlesa they have some specinl connection
with an underwriter. Most individual underwriters
are not equipped to handle security issues of this
size, except at an excessive cost to the issuer. This is
not a criticism of the spirit or motives of the under-
writer, but it is a frank analysis of their capacities.
Our figures show that for amall issues of common
stock registered with the SEC, the underwriting
charges alone run to nearly 20 per cent of the issue.
When the cost runs that high, even I, with my predi-
lection for equify financing, must acknowledge that
debt financing is unavoidable, no matter how unfor-
tunate that may be.

“I do not deny that it costs the underwriter a great
deal to market securities of little known enterprises
and that his risks may be high. I am not, therefore,
blaming him for charging a large price for his services.

“But I feel that money which costs that much is
too expensive for most American business. And for
that matter, the underwriting charges for small bond
issues and small preferred atock issues are also so very
much larger then for big businesa that little and
medium sized businesses are placed at a terrific com-
petitive handicap in their race for their proper share
of the nation’s business,

PLAM BASED OM “So I have proposed the cre-
PURCHASE OF ation of these regional institu-
COMMON STOCKS tions. The plan has not been
worked out as to detail, but
roughly it is as follows: in each of the Federal Re-
serve districts a financial institution would be set up,
with the common stock owned by private persons in
the district. In order to stimulate private investment
in the stock of these institutions, the Government
would invest in their preferred stocks, carefully safe-
guarded so as to have little if any wvoting power
But the privately owned common stock would enn'l:ml
the institution and elect the officers and directors.
Each institution would in turn buy the stocks of de-

serving and growing local business enterprises, in
good financial condition, which needed money for
capital expansion. Generally speaking, the institutions
would not make loans. They would supply equity
capital instead of debt.

“INVESTMENTS
WOULD NOT ALL
BE SUCCESSFUL"

“In other words, each of those
institutions would be a sort of
speculative finance company or
investment trust. | want to em-
phasize that I believe they should not be eleemoay-
nary institutions. They should be run for a profit.
We all know that there are hundreds of persons in
every community who think they ought to get capital
for everything from making gasoline out of salt water
to operating a rocket service to Mars. But we also
know that there are plenty of good promising busi-
nesses which, with a little additional capital, can
prosper. And you business men in the community
know those situations better than anybody else. That
is the principal reason why I believe so firmly in
localized control of the proposed financing companies.

“An investment committes made up of local busi-
ness men can judge better than anybody else which
are the deserving situations and which are not. They
can also judge the likelihood of success of a given
venture in their particular community. They can
know, for example, that a giant market might sue-
ceed in one neighborhood because of competitive con-
ditions, while it would have very little chance in
another. Those are judgments that cannot, nearly as
well, be made from a distance.

“Those regional finance companies, as [ envision
them, would not merely themselves invest in the
securities of prosperous small business enterprises de-
serving the opportunity to expand, but would also, in
appropriate circumstances, participate with under-
writers in the distribution of the securities of such
businesses.

“Naturally, it would be too much to expect that all
the investments of the finance companies would suc-
ceed. Some, of course, would not. But I believe that,
with a wise selection, most of them would. And I
believe that, from time to time, it would be often
found that some expert management advice, such as
could be supplied by the institution, would pull a
business in which it had invested into the black when
it had gone into the red.”
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THE WHITE HOUSE
WASHINGTON

ey 11, 1940

Re: Ver in Relotion fo Fisgel Probleme

I am listing briefly some fiscol problems thot
you meyr went to conslider in commection with the
tensificetion-of war end possibly incressed
netional .dsfange expenditures.

1. Texdtion. I would remind you thet we heve
on hand & good excess profits plan prepered by
lendolph Paul which could be quickly drufted.

2. Gold Zrofit.

3. Debt Limit. I heve an informel oplnion from
the A, G. thet for the purpose of the stotutory debt
limit, sevings bonde nre being currently cerried
around -,300 million too high.

4 W. 4 study of ways and
neens of mobllizing in this cowmtry Allied regources
in other countries?

5. Iex Collcctions. Cuggestion of ineressing
collectione through 1ore perconnel.

e
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(Title 50 - United States Code - War)
CHAPTER I - COUNCIL OF HATIONAL DEFENSE

Seetien 1. Creatien, purpess, and composition of couneil, A ocoungil
of Natiomal Defense is hereby established, for the ssordimation of indus-
tries and resources for the Dational seeurity and welfare, to consist of
the Seeretary of ‘ar, the Searetary of the Euwy, the Secretary of the
Interior, the Secretary of dgrioulture, ths Seeretary of Comuercs, and
the Seoretury of Laber, (aug. 29, 1916, o, 418, par, 2, 35 Stat, 848),

Par, B, Advisory commission. The oounell of Netlemal Defense ahall
Dominate to the President, snd the Fresident shall appeint, an tdvisory
somnission, consisting of not more than seven persons, emch of whom shall
have speoial knowledge of some industry, publie utility, or the devel spment
of some natural resource, or be otherwise speoially qualified, in the
opinien of the counmeil » for the performance of the duties hereinaftaer pro=-
vided. The members of the advisory commission shall Berve without sompen-
sation, but shall be allowed aotual *xpenses of travel and subsistence when
attending meekings of the eomrdseion or engaged in investigations pertaining
W its sotivities., The advisory cemmission shall hold such aeetings us
shall be called by the counoll or be provided by the rules and regulations
- adopted by the nm}l for the condwt of its work, (Aug. 29, 1916, o, 418,

Par, 3. [Duties of council. It shall be the duty of the Counoil of
National lefense to Supervise and direct investigetions mnd make regomnenda-
tions to the President and the heads of executive departmente as to the
losation of railroads with reference to the frontier of the United ‘tates
82 a8 to render possible expeditious soncentration of troops and supplies
to points aof defense; the soordination of military, industrial, and eom-
@msroial purposes in the loomtion of branch lines of railroad; the utiliga-
tion of waterways; the mobilisation of military and naval resources for
defense; the inorease of domestio production of artioles and materiale
sisential to the support of Wrmiss and of the people during the interruption
of foreign commerce; the development of Seagolng transportation; data (1]
to amounts, location, method and means of production, and avilability of
military supplies; the Elving of information o producers and maufssturers
a8 to the olass of Supplies needed by the ailitary and other services of
the Government, the requirements relating thereto, and the oreation of
relations which will render possible in time of Deed the imnediste consen-
tration and utilisation of the resources of the Natlon. (Aug, 29, 1o18,

e 418, par, 2, 39 Stat. 649, Nov. 9, 1921, o, 119, par, §, 42 Stat, 212).

Par. 4. Rules and regulations) subordinate bodies snd committess,
The eouneil of National lefense shall idopt rules and regulations for the
Sonduct of its work, which rules and regulations shall be subject to the
&cproval of the Fresident, and shall prexide for the work of the advisory
commission to the end that the speoial kmowledge of sush comnission may
be developed by suitable investi ation, research, and inquiry and made
available in conference and report for the use of the oouneil; mnd the
council may organisze subordinate bodies for its assistance in spesial in-
vestizations, either by the employment of experts or by the creatien of

=3 ' . ‘ ¥ ey



committees of Specially qualified persons to serve without Compensation,
but to direot the investigations of experts so employed, (Aug. 29, 1916,
Ce 418, par, 2, 39 Stat, 650).

Par, 5. nReports of activities and exp nditures, Reports shall be
subnitted by a1l subordinate bodies and by the Advisory commission to the
Gouneil, and from time to time the council shall report to the President
or to the heads of exsoutive departments upon special inquiries o sub-
Jeets appropriate thereto, and an annual report to the Congress shall be
submitted through the President, including as 11 o statement of the
aotivities of the counell and the agencies subordinate to it as is con-
sistent with the publie interest, including an itenized &cocount of the

&8 the publiec interest will permit, Prnvidod, however, That when deemed
proper the President &y authorise, in smounts l?i;ﬁnhd by him, une
vouchered expenditures and report the Ero88 sums 80 authori sed not
itemized., (Aug. 29, 1916, c. 418, par, 2, 39 Stat. 650),
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May 17, 1940,

ORANCUM FOR TH: PRES
Re:

After the railroad presidents refused to go aleng
with our proposal, those railroad labor executives whom
I had not seen got eold feet, since they were afrsid
(they sald) that thie managements would tell the men their
leadere hnd sold them out fn this instance. I accord-
ingly met with about tweniy of them the other night and
got them to pass a formal motion to the effect that they
would not oppose the reclproeal borrowing feature provided
the preamble of the bill showed Congressional intent that
this was a temporary plan and that when experience accumu-
lates end permenent financing 1is decided upon an outstend-
ing obligations of the Maritime Fund would be p=id off.

I did this without bargaining or making any coumit-
ment. However, the unions snd the AAR gre et ouds on
inereasing the railroad uneaployment insursnce benelits.
The AAR 1s enceavoring to heve 'its bill, which provi.es
for very little increase in benefits, sponsored by Lea,
who, of course, is Chairman o the Committ<e. The unions
feel that the Chairman should not sponsor the AAR'"s bill
in opposition to their own bill, They elaim, morcover,
that Lea is holding up hearings on their bill, They have
appecled to me. I told them that it is doubtful whether
I can help them. Howev.r, I should be glad, if you wich,
to let Lea know thet his sponsorship of the AAR bill will
not be permitted to be interpreted as hdmfnistrative

sponsorchip.

I feel that I hove estanbliched excellent relutions
with railroad labor sand if you think You couli go this
far, it woul. help :reatly to cement thonm,

A\ﬁuc_.l_;1 ;

Lauchilin Curcia
Lo
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THE WHITE HOUSE
WASHINGTON

May 21, 1940.

MEMORANDUM FOER THL PRESIDENT 3
Re: Rural Rehabilitation Loans anc the R.F.C,

On February 13 you told me that a shift of the
ruresl rehabilitetion loan progrem from the Budget to
R.F.C. was not contrary to your wishes, if it could
be arranged with Jesse Jones. An arrangement wes
amicably worked out at my - suggestion between Jones and
the F.S5.A. I informed the Budget Buresu to this effect.
Yesterday morning Jones offered the amendment. He called
me lest night and again.this morning saying that the
Budget Buresu had objectec to the amendment as being
contrary to your program. I have been unable to get in
touch with Smith. Jones says he will heve to withdraw
his amendment unless the Budget Bureau's objections are
withdrawn. ’

Wiould you cape to sign the attached note to tie

Bureau clearing the matter and authorize me to tell
Jones to leave his amendment as offered?

T

Lauchlin Currie
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