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February 14, 1938. 
Chairman Bccles Recovery Program 
Lauchlin Currle 

Attached are some thoughts of mine on the recovery program* 
I have some progress to report on the railway proposal. Mr. 

Eastman asked me to luncheon on Saturday and told me that he and 
Mr. Wright had taken the matter up with Colonel Young of the 
Pennsylvania Railroad. In general, Young1a reaction was favorable* 
taking the position that it would be a losing proposition for the 
Government and favorable to the railroads,, Mr. Eastman asked him 
for the names of railroad men in the Treat and South who might be 
sounded out, and he suggested Budd of the Burlington*and Hillf President of the Louisville and Hashville. Mr. Eastman is going 
to get Wright's reaction on Monday, and if favorable, he thinks you 
ought to see him. It occurred to me that Wright might be the man 
to work out the plan in detail* According to Mr* Eastman, he possesses 
the full confidence of both Secretary Ickes and Jesse Jones. Eastman 
and Wright might head the new corporation up. I know that Eastman 
chafes at being on an elevens-man board and I don*t think he is particu-
larly interested in the division of motor carriers to which he is 
assigned. I know he is out of sympathy with Cheiiman Splawnfs full-
dress conference idea. 

LBC:em 
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Confidential 
B# Currie February 14t 1938# 

mm moxmsa ok a eecotory mxmm 

JL * Keed of a, Program 
Th& case for the need of a program mist first be established* 

This is difficult to do convincingly a# it I0 la the realm Of forecast-
ing* is "theoretical** and people generally have a bias toward optimism. 
Ilia case against a ̂ natural* upturn this year that will carry through 
May bo made on the following liness 

1* An expansion, of th® n&tlonal income depends upon a steady in-
crease in expenditure® la the production of goods and services other 
than those designed to be bought out of current income by consumers* 
This increase mx&t be great enough to laore than offset current saving 
out of Income* 

2* Thie means that increased expenditures nust occur in one or ell 
of the following main categories* housing end automobiles that are not 
purchased out of current inoo&eg durable producers* goodsj increased 
inventories} increased expenditures of public bodies over and above 
taxes* The last three represent the creation of consumers1 incone not 
counterbalanced by & corresponding or sore then corresponding Increase 
in conouraers* goods* The firet tv;o represent expenditures by consumers 
in excess of current lnco&es* 

s* •Automobiles* In view of the high level of Installment purchases 
of automobiles last year end the Ion level of output this year* It is 
possible that the aasount spent on autosaobiles this year will be no great-
er than deductions out of current income for purchases this year and last* 
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In other words, it is doubtful whathsr co&au&ors will i t h e i r 
Indebtedness on balance for motor cars at least until the latter part 
of the yaor* If, as likaly, tha contrary happens, this fcill be 
a depressing factor* 

4* jjfctta&a* if cofits m m too high on the basis of lest year*® 
national inoosae, thay are certainly too high in relation to the current 
national income* Th®T® is little prospect that costs will fall suffi~ 
oiantly faster than rants to load to a substantial building revival* 
H# 0« !»• 0* expects to hav© to foreclose on 50,000 more properties by 

8« Durable producers* floods* Large excess capacity ha© again 
appeared in all lines* Considerable new equipment was installed in 19S7« 
Some capital expansion plans wore carried o w into this year but will 
be largely completed by 

suiter* for ex&&ple§ of the $80 million progress 
of V* 8* Stfiel for this year* $40 million Is scheduled to be spent in 
the first quarter* A considerable lag of producers* plant and equipment 
expenditures behind an inerease in productive activity ia to be anticipated* 

6* Inventories. Further reduction rather than a net increase la to 
be anticipated* Ifcis la deflationary aa it represents noney withdrawn 
from tha incone stream* 

7# &roendltures of Public Bodieŝ  On present plans, an excess of 
Federal activity-craating expenditures over activity-decreasing receipts 
will occur this year* It my$ however, average no saora than #50 million 
in tha first six laonths and #100 million In tha last six taonths, hardly 
enough to sake a significant Impression on total community expanfllturea* Digitized for FRASER 
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Bo information is avr.il&blo on the ralktion of thss current expenditures 
of Oth&r public bodiea to th$tr receipts* 

ffxportg. k® eocpeetefi to di&iniah from now o& in reflection 
of lower prices and elaek^nim business activity abroad* 

9* Corrcluaion» In viw of (a) tht> unlikelihood of any si&nifi-
oant inore&ao in ̂ xp^dltures for housing* &utonobileaf durable protluoara* 
goo$ef invantorlea anrt exportoj (b) further it̂ adiate declines in durable 
producers* gooas expenditure*? ssmd exports; (c) continue liquidation of 
lnvantoriea ana eonmui*? croditj (d) contimumo* of currant saving out 
of iaconajamd {©) the rol&tivaly a&all ©xcase of Federal Government 
©aponfllttiraa, it appears lifcaly that business activity and prioea t*ill 
fall to lower lovala in the second half of 1938* The only thing that 
appears likely to be able to provant this* is the adoption of a vigorous 
reflation program by the Federal Covarn&ont* 

XI «* Requlreiaonts a Pro-am &ust Meet 
She program should provide for a sufficient laagnitude of expendi-

ture^ ahould be capable of early initiation, should bo flexible and 
provide for gradual t&p off whoa and 80 desirable, should b© simplet 
should be popular, ahouid have favorable longer~tera iiapli cations for 
stability* and ahould call for tallest possible increase in the public 
debt. 

It is difficult to satisfy all thes® requirements and a certain 
assount of compromise will be accessary* For aacmsple* W« P# A* espenfi 
tures can be made large, and are speedy and flexible and ai&plet Howevart 
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they do not fit the other requirements so wll# The following are 
sosae eo&a&ante on the individual requirements* 

I do not think thst it ia possible to be vary 
precise here* A definite schedule of, expenditures by jsonths is open 
to various objections} (a) it ia practicable and to propose it 
lays one open to the charge of being unre&listicj (b) it implies a 
knowledge of the relative quantitative magnitudes of the various depress-* 
ing and stimulating forces at work we simply cannot pretend to possess; 
(o) la dealing with on unknown future it would be as dangerouo to under-
shoot as to overshoot our mark* ®e mm%$ in large partt feel our way 
and be prepared to modify the schedule upwards or downwards as appears 
wise. 

An Imedl&te problemw camming for the moment that the alterna-
tives sire open to ust is to decide whether we want a l̂ rge volume of 
expenditures lmediately and then a tapering off, or whether we want 
expenditures to be Increased up to a point that can be sustained, sayf 
for a year or more* In view of {a) the aoraentu& deflationary forces 
have alrendy acquired % (b) th** length of ttae it takes for new capital 
plans to be matured and Initiated and} (c) th*i very bad psychological 
repercussions of a renewed collapse after a sharp stimulant, t should 
prefer not to ran the risk of shooting our bolt end exhuasttng our anssunl-
tion# After ell, 0* W« A* was cut down abruptly at the beginning of 
19M when It appeared that it was going to cost a great deal. 
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On the wholet my feeling is that we ehouia work up as soon 
as possible to an amunt we feel can he sustained for a year or 
more* 1 thick it is safer to get an upward trend established and 
to keep it upward for a considerable period* $he mlatonmcs of 
the trend is more conducive to confidence than the sharpness of it* 
With reference to the amount of additional monthly expenditures 
necessary, soue guidance can be derived tzm. past experience* During 
1934 and 1938 say net figure of the of activity-creating expendl-
twee over activity-decreasing receipts averaged nearly #270 million 
a month* This was apparently sufficient to overcome the combined 
deflationary forces carried over from the big depression and the 
aftemath of the 1933 booklet, and to get us started upward* Xn the 
present circumstances a figure somewhere in the neighborhood of 
#300 million a month should do the trick in turning the recession 
and getting us started upward* I estimate that my net figure wlll> 
on present plnns, tend upwards during this year, averaging perhaps 
|S0 million a jaonth in the first half and #100 million a isonth in 
the second* Therefore we should plan for at loast an additional 
#200 million a month* 

Bpeedi ISuoh of the discuaeion under (1) above is applicable 
here* The program should be initiated before business declines still 
further* 

3* yisxlbllity* Many of the elements of the pro gran under dis~ 
tiUSSXQn are either not subject to quick control or are swhs% 
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unpredictable in Magnitude m& timing* Ibis applies with particular 
fovao to tax revenues* W* A* expenditures, however, should provide 
for & certain amount of flexibllity, although, because of the usual 
1 eg la relief requirements behind mploym®n%9 not as mch ae could 
be *&sh@d for* 

4* Slnnlicit^ tPhe program should, as far as possible, bo con-
fined to essentials tm& capable of boing easily grasped and understood 
in order both to be adopted by the Administration and accepted by 
Confess* 

5, PoTmlarlty, The political an0le mist always be kept In u&nd* 
lly hunch is that spending no euch le not popular* Th© program should 
be directed towurtl broader social and scono&le objectives, a continua-
tion of the Hew Deal program, rather than appear to be merely a return 
to the old spending program* One hss to allow for weariness **nd the 
dulling effect of fa&Sllartty* this applies particularly and unfortu-
nately to P* W* A« and to a lesser extent to P. A* I think the 
pro grata should be capable of being dramatised as a "bargain year for 
housing1', "physical rehabilitation of the railroads*, the "abolition 
of personal Insecurity from old age, sickness and disability", etc* 

6* Longer-run implications* So far as possible, the program 
should contain elementa that are capable of future development In the 
direction of longer-term stability* for example, steps can be taken 
u m to remove the anticipated deflationary effect of the Social Secur-
ity proijrm In the next few years* A national health program wuld 
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pay large dividends in increased productivity and well-beln̂  in the 
future* Measures might be incorporated in the program which way 
lead the way to cheaper housing accommodation in the future* Any 
action that tends to transfer expenditure fro& the peak to the 
trough of business festivity has enor&ouely Important loug&r̂ run 
implications* 

7* In view of the facts that {a} jaost people persist in conoentra-
ting on the gross national debt and ignore offsetsf and (b) muny would 
regard a substantial increase on top of the increase in recent year* 
as distinctly alaxtaing, it appears desirable to contrive a program 
that Sriil entail m little increase in the public debt as possible* 
It appears like a good time, therefore, for the Treasury to comrart 
some of the assets the Government has acquired into cash* It also 
appears desirable to finance t&v program as far m possible through 
the device of having Ooverassent corporations borrow directly fro** th$ 
public* 

ojmxm oir a mmvm go nag aarag mmimmiTa 

3L ~ Qenê al Remarks 

I think that a five-point program mde up of W* P* A« {and Eural 
Kehabilitation), housing (both public and private}* railroads! Federal 
•Boll Authority* and health s&id old-age security best meets the require-
ments I have just discussed* It isf in the first placet sjUaple and 
easily grasped* W* P* A* and assistance to private housing provide 
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the of flexibility* and i?mgaitude» Public fcouaing* 
railroad battamanta, foil Authority end mara&aed health 
and old̂ aga ojqpaiiAlttwiia will soma along l&tar to payoit $ dii&tnu-
tion of f* A* â eaditttroa* Stoo lant thrae elements will fc«*va 
wide appeal and thai? ttavalopuatt* be u contribution to future 
stability* they ean W aa furthering bueic Hew Deal 
objective*** Puhlie aftaiatatiaa to private housing and* to a laaa&r 

Fedaral for h&nltfc ho&pitula* provide lawr« 
age. f&a publia touting* railroad Stoll Authority proposals will 
involve a negligible* eoot to the yader&l budget in ao&jmriaon with 
tha iat&l wzprnlttutm thay will bring sifeMt* 

B ^ S S s s 
All the above of a program ra*?utra lag!elation* 

It in tepa*ati*a thtt it be fteeured before Gonsraaa adjouma* 8o&* 
of the ob&taalas in the «ra$ (a) the f«ot that a hou&ins bill 
has juat hmn paa&ed* will be so&o diapoaition to wait for 
raaulta bafora m&elm W further wnraa to aaaiat prlvata hou&ing* 
(b) An laaroaaad relief appropriation for the remainder of thia fiaaal 
yoar ia pandlng* It srili fee difficult to raopea thia mttar again 
for thia fiao#*l ya&r* (a) fhasra ia Mill a ̂ideaprafcd M&tsatatioa 
that budinosii la at it* low point and will improve by itoalf In the 
aaeond half of tha year* 

In vi*» Of thaaa factor* and iha Ordinary iaevitabla dalaya in 
mmvim lobulation it is «oing to ha difficult to aaaura any addi-
tional *pmitwi obova i*hat ia oahoduled for tha ramalnda* of thia 
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fined yean 
In these cireu&nt&neea I am wondering whether it saî ht not be 

good strategy to rush the amendments to the Social Security Act, 
revive F* A. under cover of a health and hospitals pro&rm, emend 
the S. H* A#, and provide for th$ setting up of the Federal Hail*. 
road Squipnent Corporation and federal Toll Authority, Hone of these 
would be generally thought of as federal pending for pu&p prising 
purposes, although they will begin to take effect in the second h&lf 
of the year and will be in full swing in 1959* Then, later in the 
spring, whan and if business and residential construction fails to 
pick up, present to Congress the enlarged P* A* «• private building 
subsidy plan a® more frankly spending recovery measures* 

XXI - Individual Points 
1* »# A. and Sural Rehabilitation̂  Corrigtm Gill is assemb-

ling materiel on the W* P. At part of the progranj Isokiel, on rural 
rehabilitation* 

Z9 Old Afee and Invalidity Insurance* I hnve roceived assurances 
that the following proposals will receive a large naamrro of support 
in the Social Security organisation and fron many outside exports# 

(a) Advance the date of payment of benefits to January 1, 
1930, in lieu of 1942* It is estisaated that this would bring in 
over 800,000 persons 65 years or older who will have made contri-
bution on incomes aggregating $2,000 or over for a t̂ o~year period* 

(b) Change the fornula on which benefits are based In such 
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a >my aa to increase average benefits to #17.50t which la approal-
mataly tha average for old-age pensions on a mans test basis In 
the states* the det?*tls of this proposal have been fully worked 
out in the Social Security Board* 

(c) Provide benefits for surviving widows and provide a SO 
per cent supplement to the existing benefit v&en the wife is depend-
ent* 

(d) Assume for the purpose of the Act that any covered worker 
who becomes permanently Incapacitated has attained the age of 65* 
This would call for about #150 million a year* 
The combined effect of these four proposals nould be to increase 

out-pay&ents under th$ old sections of the Act by #400 million a 
year* will in very large measure offset the present deflationary 
effect of tha excess of contributions over benefits* It wuld aid a 
far more needy and deserving class than would the remission or reduc-
tion of old-age taxes* Practically every dollar paid out in this way 
would be respsnt* It would be enorrooû ly popular as It ̂ ould provide 
security for hundreds of thousands of older men and their wives and 
for hundreds of thousands of others who have recently become incapaci-
tated* Zt would* of course* remove the dread of economic dependence 
from millions of others* 

3* A Rational Health Prô rarig Aaerica has lagged behind in the 
provision of adequate ssedic&l care for a large portion of the people* 
There has recently been an upsurge of interest and concern in this 
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pioblesa* This is evidenced not only by an outpouring of speeches, 
books and articles but also by the remarkable growth in the number 
Of parsons participating in purely voluntary group ho??pital insur-
ance* The ntaesber of such persons increased from 500,000 in April 1957 
to 1,000,000 in Deoe&ber* A survey just concluded has brought to light 
the wide prevalence of chronic sickness* Conditions in the South ere 
particularly shocking* There tmnt bo hundreds of thousands of cases 
ĥere a siisple oi>eratlon» say, for hernia, would make people self-

sustaining who are now dependent* There is a deficiency of 400,000 
hospital beds* {fl*8 billion) in relation to 1929» when the mcaber was 
admittedly inadequate* Th® rehabilitation and conservation of our human 
resources should certainly cô e before the rehabilitation and conserva-
tion of our physical resource 

Specific Proposrde 
(a) Increase expenditure for eternal, child and general public 

health wrk provided for in Titles 5 and 6 of the Social Security Act* 
(#40 million). 

(b) Make Federal grants-in-aid to assist states to provide gen-
eral medical care to needy poor and to others, otherwise self-sustaining, 
unable to obtain medical care* Such grants would be conditioned on an 
eq.ua! sum being appropriated by states and local bodies* The Federal 
grant-lib-aid could amount to between $50 and 1100 in the next fiscal 
year and anount ultimately to between #100 million and #150 million* 
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Proposals (a) and (b) would ensure an additional oonblned 
Federal* state and local expenditure of 1150 million- #250 million 
In the next fiscal year* 

(<*) Hospitals* In addition to the deficiency of #1*S billion 
just mentioned* I m informed that $600 million should be spent for 
special hospitals for the chronic aiok$ plus maother #250 million 
for modernltsatlon and needed outpatient clinics of existing hospitals* 
A program to iseke up at least a part of this deficiency (which ia 
currently still growing) should be inaugurated immediately* Both 
W* P* A. and P* W* A* have &o*iuired experience In this special type 
Of work* A formula can be devised of varying the Federal contribution 
according to naed so that, on the average9 states and local bodies 
will contribute about as ctuch as the Federal Government* The Public 
Health Service could be brought In to provide standards of specifica-
tion* It is estimated that local bodies could be induced to natch 
#100 million of Federal noney during 1939* 

The combined health program would result In an expenditure of 
Federal funds of between #200 million and #250 million next year, 
which* with local contributions, wuld result In a total expenditure 
of between #300 million and #400 million* 

4* Federal Toll Authoritŷ  There appear to tm to be many dangers 
In having Congress hastily authorize important projects without adequate, 
disinterested and exhaustive study* Since, In any case, it Is doubtful 
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Aether a significant amount could be spent in materials and labor this 
year on any project authorized, I should favor action at this tHaa 
being confined to the astabliefcsmt of a federal Toll Authority* This 
Authority wuld have Ita capital purchased* say, by the yt 
or the treasury, and be empowered to i&sue itfc own debentures* It should 
be authorised after thorough investigation, to initiate projects (sub~ 
ject to the approval of the Pre aidant? or proposed federal Stabilisation 
Co&mittee, if established?)* Soma provision should be made so that in 
the future its operation a would have a compensatory effect. If, for 
instance, it decides that a subway for Washington, a certain elevated 
highway, vehicular tunnel or toll road is economically justified, it 
ehould go ahead with all the preparatory vorlc, but delny the actual ixftia-
tlon of the project unless business activity is low or tending dô n*mrd* 

5* Houaisfu As I understand it, your present ideas are as follows J 
(a) For a limited period, provide that Wp P# A. shall furnish fFee 

labor on private and public residential construction Up to 10 per cent 
of the H, A* appraised cost of a ne^ dwelling unit {exclusive of l&ndf) 
Ihls would be conditions! on the W» P* ability to supply the type 
of labor opacified by the contractor* If the contractor finds the labor 
too unsatisfactory he jaey make a nm; requisition* (Should P» A« be 
empowered to hire acre wrkora to m&et contractors* requirements if it 
is able to attract such tjorkers at its security wage?)* 

In order to obtain a rough idea of the sise of the subsidy, it say 
be pointed out that on 800,000 new dwelling units, appraised at $U& 
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Million It wonltl mount to #1£0 million* 
(b) Bli&in&te (for a lira tod period?) local authorities* 10 

per cent contribution Of capital for S# H* A. houaing* Should 
the requirement that alixraa aist ha diminished concomitantly ̂ith 
the erection of new properties he aliasin^d? Off hand, this re-
quirm&nt appears objectionable* I should also favor the elimina-
tion of the* requirement that the #500,000,000 fund shall be appor-
tioned asaong the statesf and put it on a first cotse, first served 
basis* 

(c) Utilise the essp̂ rlence, pexmssm 1 and land of the 2km 
Security Administration by securing an appropriation for a limited 
mount of low-cost public housing*. You proposed giving the completed 
properties to local housing authorities. I should think there would 
be some political objection to this ̂ hich night be met by turning 
proportion over to local housing authoritiee*,at half the coat* 

(d) I ssa not sure of the present status of the proposals to set 
up or assist corporations to engage in large-scele low-soat housing 
for denonstratlon purposes* 

Conclusion 
The broad character of the program harein suggested, and its 

tteing, is as follows* 
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1938 
1* Inoreaea W, P* A. and Sural Behabilitntion* 

Provide eubaidy to private housing and extend public housing, 
S# Batabliah Federal Railroad Equipment Corporation and eeoure author-

ity to purehaae non̂ emaulsstivo prafarred stock of railroade* 
Begin operational 

4* Bst&blish Federal Toll Authority* 
8. Increase health and hoapttal expenditures* 
6# Aaand Social Security Aat# 

,1989 
1. Diminish ?» A* 
£# Diminish aubaidy to private housing* 
5# Inoraaaa Equipment Corporation*8 operations* 
4« Begin Federal Toll Authority operations* 
5* Inoraaae old-*a$a and invalidity psymenta* 
6# Increaae health and hospital expenditures. 
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