
March 8, 1955

A SUGGESTED VIORKb PROGRAM

1» Increased S:%pendlture8 on Kqulpaent and Construction Essential
for Recovery

The hie: contraction of expenditures md hence of incomes,

h?s been in the fields of equipment and construction. Consumer

expenditure on perishable goods h* a declined only moderately

while annual expenditures for equipment and construction hare

declined by almost #15,0 )0,000,000, The problem of recovery,

therefore, is primarily that of bringing : bout a large expansion

of expenditures b corporation men, aunicirx lities, end hose builders,

2« kittle Likelihood of a "Natural" irxpcnaion of Such Expenditures

(a) Industrial olant snd equip» nt is at present greatly

in excess of current needs. It will not appear profitable to

business mon to add to their productive 9*p city until raich sore

of the existing capacity is utilised,

(b) The public utility industry, which normally spends more

than 1500,000,000 anmi: lly in new construction, is undertaking

•tlcally no new crpital expenditures at present. This appears

to be iue to uncertainty whether the industry will be permitted

to earn enough on new equipment to justify its construction,

(c) Railroads woul! like to spend more on naintRrance and

equipment but are unable to do so because of their low revenues.

Increases in wages nni prospective increases in tensions will,

in the absence of in increase in traffic, lecrease their eemings

still further.
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(4) Mttlatpfttltlea h*v* decreased their construction.

tares from or&r &£ bi l l ions annual y to |6 • or millions.

There Is l i t t l e prospect of tm^ii^d expansion tut 11 tax Irr onea in-

crease through increased eaployaMfct

(#) ^xpentiitttrcj* on HMlidentlal construction hr-vt) declined

from over H bi l l ions annually to #250 rail lone in 1.34. .-a I

pointed out in «pr rentf% to fkt ftniiiMl Kawrfwicy Council <m Ifereh

5th, tVr*- Ifl no pVMpttt of residential conptruction iacree.Blng unti l

either costs fal l or rents r i i

in ©ach of the febor© ~&8«0 i t la seea thai increased

©xpenditTar-s >n «*q7ilpn--nt tnd conatruetion WtS.% upon increased

TOT the ;>ro»iucts of industry. -Mt increosed riea&ais ;!eoend

upon increased I m m ) Mi iMfWNWd income* wait upon inero^s^d

x )©nditur<*8 on c.^mstruction tn\ eqaipaont* TVe isp^see c&n be

broken only b- vigorour? rsov^rn^en* t etion»

^o^? i-̂ uat fro Xnere\s^4 by U

expenHturoe, for oth r th^n refinancing

of taii which woul.i ot^.onrlse n t teVl b^en spent, tV private

expenditures of this nature stloalfitod b novernaant ^etloa, ia -

ere*oe the aatione.l monoy tnroa?, /n Increase of i n c o g s , by

th® dejMtad for ftOd*9 absorbs unutlli^ei >lant &nd

am^ns MVe traff ic TOT reiiroMls, lner©a»«® 'rop<*rty

values in c i t i e s $ «nd I—dj to fclrhor r*ntp—f r ctors ftU of vhich

stlaul^tc rsrlY&t© e-xt^enditures on oquipmrmt M^ ean.i.traction,
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j Incomes m*n a greater fMA from Federal

In- /pgim&r of .'ro.foc.y-'i '"< M»n U.tm^ff.

Our studies in-Hc»t<* tha t t-- rn-Hiur-' r of t!>;

Qor eraaont In the tttaMtef JMf L93J4 ^V.ich lucre s©d ineow^s on

b-lance, &ndl h^nen were inf la t ion iry# nnount^ to a

• / . 3 b l lUon^, or lean t%m ff of the lapMNMMdi I *lon;.l

»ai lees UMI tf of e nonaei incoa<->« Th# ^o.orrtti :t-?ee of

bMl—ft r« cov*»r; K«Mt4 In 1 M «.», in ay opinion, hi

a t t r ibuted d i rec t ly to tfe&t faettV* TIM eatount of ex/i<*aditu.r<3-,

| P ii BK I r?1,*'tl¥e to the r.aotmt MVSally » « • ! by the

oa oqalpsMmt aad construction* I Od i t s effect VM in

•I offset by continued l iquidat ion r.n! by fcMVMMd t*Vlaff

both of Fhich ri1 iucf? tpmAim* Thft ^vonmt whicls Lt I s int,«O'ioJ

to spen^ In tUr f i sca l ;'o« r 1 L*5« % . •' " i l tan ' i t I isfdl th

Milltoni p i l l b<? r »c*nt In '' r<?* > "t ^.Jfore Ju ly ) , i f

l i t t l e in ftxeees of th. t 9p«nt in the gai—dir y- ;4.

fhtf t i s no Wiotiy t'-^rvfort-, f;o ?, ^eet «ny ^ubwt.'ati t IH^-UVC-

m©nt with th« eyr^niiitur^ ft "-uch \ a^il' Mwjiunt* I t w ŷ look

fesoiutelyi out in r L timt to our MVWkl i a c o ^ ;!-ml the

Kblch «w hop« to Wigttf i | I IS* H b i l ' i o n o i l e r s , i t i s

i&ad#cf'tt«s.t## i o s t of our pPiMLMHI now resulted fros H

shr.lnk«f*e in bMtMM| tlMy wil l l o t be solroci t i a t i l ineoaeg M

< <• In thip c e- thr ' fejst ."Oil 1'* t1^ bol ;^f.t -olicy.
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If «« s^esd dost ever/ pttPf but not mfffitlMA to gtff the

required stimulus to pftfilii iffftuflHT* Tff| we o*& build up a

large debt It i s t i l l ftlt b© out o* tM depression* MM

been t&e history if Uw lljfiiHl of Iitjwl4g

4. Bii^lwiK^ .^&y I n t t o Have t u ^ . • jjfcyiauffi £>±£&Qt

^ 4 blliiona

% to p U P ^ «

ho»«irery MMiitMl to thij. flfttf^t The g i i i

i^.-el'ord, it to MJM UJJ© 01 te© W

La order t o tmmtn t t e l llllMWi

only |4 biilioriii, nevertiielees b^ th^ AM • ! Hi • M i

i t Is j i about M Ml 11 fin of &e» fe. . tar

revival o:' r«-sld«£ttiid 1—itfmtl— vfould (&) relieve

La 1MMU41 I ou^hijt Ul pffOpf tl<M to p

tiotk, (e) provide & MfeftAflftifti Ltttr<Mt or frtiftet to railroads#

(4) fcs d®c#iatr&lli@e KH4 tis&s earxied out rBpiitijj Md (•) M%

oj. oar pttpit f « better housing

if |

rsviv£.i CfcLDat corse about umia^d* 2 of

the 'FadwrmI Gov#ri»fBfc t in Ln t in. i#Xd kMrt gfwiidid on
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T~

the Msuftj>ti£m that 1% If the rcduct&nce of taatert ifcat in

anw con*traotLoa whtrtwa i t It rt*12jr th

: MptA to baiM thftt i s causing the trouble. L

M n r t t f l Btt Mtiiillallf ts r u&ve NMHISfctdl to

oiii atilioisa, s neg i ig l t i e flfttr#« If laes IMMMM are to

bo bui l t tad t l t o f t t t l m ®£d M§ &r& %Q l># iuacle M e?ci©i-

t i t 1- esMMfciaiX t£i&t Ml indue&•*&&% is 1 ox &

grant I subsidy or Bflt !•#« tbf i t i i

I tu-i,/, or i>b«5 cost of

« It ft

JUnMLi to ANHPiMM MM MMMMM OI' UMI I

nimili b® MlBJU9l̂ t#r#a tfa i iac&I a* i icH'j;; oi'

i . - . fig or 'tlirougto the H O

I c^rt i Ml 9l

ir j rec&lver or a sabrfiGy to Tils l a i mt% t f

# th rec^ur^«ji proviaed under the GrialaU. Cod«

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



§•

" Construction smst begin within three

acraths after a implication is approved, und mxBt be completed

not later than Daeeaber 31, 19S6#

*• SjOrf co3t housing and gluaa clearance* Ir. an effort

to promote the Xom cost hoiking and §lu«* clearance progm%

the Government night agree to pay the cost® of demolition of

existing properties and in addition to provide a jmbsidy to

cities! or corporatloa^ which ftfree to complete isuch

within a eta ted period of tiase e®& according to approved

standorde« Th®r« should b© no restrictions &g to rent&le or

financing* the »d«lnistaxation elmll be carried out b^ the

Housing Division of tb© P, W* A.

?• Obt1ecvion to the ^rooot&il. The anin ^bjeetlon to the

proposal li that increaein^ the amount of housing facilities

would tend to lower rente. This objection can be net fey pointing

out that our whol« program Is calculated, to bring about & sub*

stantial rise in incomes and henee In tbe demnd for housing

aceowBodations* The overwheialag iiarsortanee of the wmsB^nt of

Incomes in this connection is shown by the fall in renta during

the depression, despite the fact that no new bouses were being

built ami the population was Increasing* Building initiated

nom *ould lessen the danger of &n acute housing shortage with

& eonsequant real estate boos, when recovery is achieved.
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-T-

Over one-fourth of the house* built is

fro?* 1950 to 1958 were built with State i

Qersan experience with housing crubficUee indicates that the

public reception to such scheaea Is extremly favorable and

that it 1© » highly successful method of getting moztwy out

repldly* Th« German subsidy MM&#I(MI •# two part^f on® of

of the costs for alter&tiona to ho^#gf ami the second of

of ih« coats of aub-divlding l&rg© buildings• Succegatire

were taken up with striking ntpidilty and in the

from :mr®hp 1955 to '^rciit 13S49 uacRaploysient in the

tr«a©» f«ll frota dlD,'>X3 to *;MtQQQp while *&ploy»«it in tht

building material industries increased by 91$»

In this country we hare given subsidies to farmers* veterans,

ship builders, air ami ocean stall oarrlers^ and nth@ra» Altho^igh

our present proposal appears to be a sub^idj to home builders,

it should more properly be regarded &s a subsidy to labor in the

building and building aateral trades* It IB designed to bridge

the gap between eoatu and rent© which h&$ r^sulterf frora the

H« R# km It leaves the home builder !• the came position lie

«ould lm¥® occupied If there had bees no |« E. A« or rising costs*

It would be desirable to present the subsidy a» a subsidy to

labor and to attempt to secure asauroncefi that there will b# no

I M M M N in ??&g« rst©« a© long as hft® parograa is in oper&tion*

It «ould also be desirable to re-sove all price
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control® from the building codes*

9. 4jpttflt allocated for this aroffr&ŝ  It ia suggested that

§1 billion he allocated for subsidies to housing construction

and alterations* If taken n this would result la total expend-

itures of approidmtely | s billions.

Bm Subfli.di.e8 foi* lii3itiftitMLL

1* ifflff̂ Qt o^ gubsl^. It Is proposed that the

subsidy shall be 50$ of the cost of new construction*

£• Kt! liffliBi ' h * remainder of the required

shall be obtained from public flotation of municipal securities^

the market for which i s strong at present*

5» Rellftnce upon Xoc l̂ V^wi^stre.tlofit Vide cila«»

cretion shall b« left to local bodies in choosing projects

and they shall hare complete freedom in the method of spending

acmey, witb the exception that expenditures shall be non-cosspet-

itive in nature as this would be deflationary.

4» ^oedltlon* Tbm Adsdnistration should require

that the project® be completed AtMl a reason&bij short period

after appllc&tloiie are approved*

5. AJiAn^ft^rV/T ^ * administration should be

under the ?• W. A*

thm aajor reasons for this failure, In sy opinion, ere (a) the
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f the IMMN& subsidy WM too i?-mXl| (b) HH U »

MfVNUaji If too suutjr legal restrictionsg (c) p

BJMRI tftsl credit af iauiicl!?&litl«»« la eoaaftetiaa with tfea loan

nronrinloit Issf aeennioiiftd ĝr̂ mt «l«la^| and (d) thare Is toa

l i t t l # l«r©r«g»« th« toravisio&ft cmtIln«iS t̂ «w© » » d«0lenftd to

7m irnmmt ftlloeat#g* It t« Wjtt̂ eAt«d thai :"'l

nssutt t l totftl MpMtttiPti of $5? billions

If, if MHH i l N th i t tlOO million MSM&§ It Mrt t̂ -*id* It

l rnhrV not a loan for the

el«etrio faa i l l t ias In M3Pt!| MNMSt

ta mwkiMg ••MocR*l«>a» for * ^el f tc p f j i i t i I t is

In *.hlf» ftnosctlwit iipnittimfn Mi Hlirlwaya md

Bureau 9t ^sfelie IlirtHii QrmU aaNMMiMi t i n t Hilt in t»ball

p'« I t U

la th»? f :iir' N? r̂rayit© a ^ Mit loans* I t
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that the R# f i i -jcmld isake loan* on it liberal bmsis to nail*

road* for emtipfeent and ttalntrotanee purpose*• tdmiidstion- on

bel«oo* of the o\tt*tsiM31n-r Loana >f the I* " * C, m td b

fl&tlonafr ta effect an*1/ Tiutcl tend to <taf««t the otlwr p

of oar pro«ra«u

0bj#ctlv# of UMI rrogrwi Should fct to ln-

y to r « w »

relief« Thwr̂ f̂ rc* tt If & al«talB» to confine

la thoM t^o are now on relief lrre«ti#etlv^ |

of m^hasnm&tt It would fe# tnktalr opti»»

Isstle, h<Hî r«rf to expeet that It will rsmilt in a eoaplet® e©s«

aetloii of r*llef expeiadltiirs* in the flaeal Tumr 19S6* It le

proposed, therefore» that #1 billion b« kept la reserve for

relief Ml Mill relief r«yaeat9«

5» Conclusion

Th© proMeatlon of tbe abcrr® rrrofrea would ^sul t In total

expenditures i f soawi $9 bil l ion, with a eo§t to ih^ F^dernl

Governnen* **ne I onuecment Inereave its th© mtblie ctebt of M^f

$4 MiillMi f̂iei initial expenditure of It v i l l lon would ss

an incre«t^ in the national income of soae 10^, &n& with H
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subsequent secondary ®ff«*eifs chance* of stlmt"luting i r#a.X basi-

net* revival are assured* Oura is a profit economy and. In order

to get recovery w f l l l work through th« profit isatlve# Corpora-

tioa» 1MOT# pl»at^ of %mv*y ead borroda^ power *hleh th#^ ar« not

using* ?h© ia^ort^at thing Is to mk& i t =rofit«.ble fer tĥ sa to

nm i t ^ briaeia^ abgat a liurge iner«a«i for the dfnaauds of the

prodnetn of industa^r* If a mf f ielent stUnlnft IB mm applied im

r«lj upoa th» ŝ©at5Mi than getieratfHl to pull us out of th#

and m&h%® UB to utllltft our enoffooa* pissreleal

I shall b* pl#a^©d to tirepare • ôrê  ©xMustlv© trestm©nt of

th© ^hole nroblmn of rmemwey it ym RO da-sire*
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com&sxm

§9

of the abort ^ffegraa would ramtlt in total

of m*m 16-49 bi l l ion t&th • eo*t to the federal

and & eoneequast inerea*» in the public debt of

$4 billion* Tb« i n i t i a l

as iaortaiMi in the natlonftl

# (*) the

f (4) th# Mi l

trade prdbXeo* A

of fcllllon

to tvmQy the

ne*a

we mdlt POIV© ( l ) ouor

problem, (S) th#

t and (6) th

tsm$k& to resady th#

ret t r ic t ton of

tafclag i^opt® off

fit might Nttilf &%& patting thmn on ®ork r*ll«f; to

probl^s by i?ê n«fSil©g aud rochxctlos of capital structur««j

he m i •»tat* ^robltta bgr th© Qof̂ mBMrat talcing

and to rsasdf the International

ifo«t of t̂arnatlo

to

progras that mk»n uee of th@ l^rerags prlnelpl*

go a long

b«
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