November 12, 1985

Desr Steve:

In sccordance with the request thet I received
seversl days ego from your assistent, Mr. Hassett, I am
transmitting to you herevith & memorandum contrasting
present economic conditions with those of two or three
years ago, and giving particular consideration to con-
ditions in the South,

You will probably find that there is more
material here than you intended that I should semnd to
you, but I have underteken to supply & fairly compre-
hensive picture of the recovery of Southern sgriculture
sgainst the larger background of economic recovery in
the country as a whole,

I hope that you yourself will have an oppore
tunity to look this memorendus over, for it is not con-
fined to & recital of statistical changes, but contains,
in relstion to these, some suggestions in whiech I think
you will be interested.

Please call on me if I can supplement this
material in eny way or if there are any parts of it that
are not altogether clear.

Sincerely yours,

#. S« Eccles
shairman

¥r, Stepher Early
Assistant Secretary to the President
The ¥hite House
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November 18, 1935,

MEMORANDUM:
70 « Wr. Hassett

FROM - Miss Egbert

In accordance with your telephone request
of this afternoon, I am enclosing an extra copy of
& memorandum contrasting present economic condi-
tions with those of iwo or three years ago, and
giving particular consideration to conditions in
the South.
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November 12, 1938

08 ¥r. Stephen Early SUBJECT: FNotes for use in pre-
paring President's speech for
FROM: M, 5. Pecles Homecoming Day in itlante.

This is & report of progress. It is more particulsyr-
1y a report of progress in Georgis and in some of her sister
States of the South; but what has been going om in Georgis
and in the South generslly reflects, snd contributes to, what
hes been teking place these past two years in the cowmtyy as
& whole, just ss what has been tsking place in other sections
reflects, and contributes to, what has been going om in Southern
sgriculture, in Southern industry, and im Southern commercial
enterprize.

The report, them, is one of progress in our agriecul-
ture, industry, snd commerce from deflation, depressiom, devas-
tation-—one had almost added despair--to the bullding of e
solid btasis for recovery snd to the attainment of a large messure
of recovery itself,

But it is & report, slso, of progress in the restoration
of lost hopes and lost opportunities, and in the restoratiom of
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lost walues both human and saterisl. For there has been progress in
restoring the morsle, through restoring the sarulng sower cnd the ine
come, of millions who hsd bacome disheertensd; progress in reaewing
their courage %o take up the lubors of esech sew day; progress in re-
newing people’s fsith in the worth as well as the dignity of human
endesvor and lamen achlevement, in renewing thelir confidence that this
endeaveor and schievementi would once more be justly compensated.

In other words, the farmer and business man in Ceorgia and
elsewhere in the South can agsin make = profit, the workers on our
Southern farms, in our Southern factories and mercantile establish-
ments, and in our Southern mines cun agein go ocut to their labors in
the morning without dresd as to =hat the day will bring forth and return
to their homes in the evening without fear that tomorrow's employment
is insecure. 4nd those for whoam the sgricultural and business recovery
has not yet advanced far enough to give & return to private employment
are no longer living in the demoralizetion of want and insecurity for
thelr families and themselves. For these last, of course, there must
be & further report of progress as the South, in comwmon with the rest
of the country, contimies to add to the gains that bave been made in
agriculiure, industry, end commerce during the past two years; but we
have alresdy come & long way, & very long way, from the conditions that
prevailed here in the derk months of 1952 and the early pert of 1923,

£11 of our people are sware, of course, that progress has been
made in the South during these past two years, but iz the extent of
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this progress fully comprehended by our people? Here in Atlante there
is published esch month by your Federal Reserve Baunk a Monthly Review
of finaneial, sgricultural, trede, and industrisl conditions in the
Sixth Federsl Reserve District. The States located wholly or partly
in this Uistrict are Ueorgia, ilebama, Tennessee, Florida, Missiseippi,
end Loulsians, The Honthly Beview of the atlanta Bank is a reliable
guide to economic conditions in the Sixth Distriet, for the information
that it assembles from numerous sources is euthori:ative, and the come
ments that it makes on conditions within the Ulstriet are impartial and
ungolored by political or partisen considerntion of any kind whatsoever.

If we turn back to the fank's Review in Jaumuary 1932 of condie
tions in the Sixth Distriet in the previous year, we find that erop
values in these six States fell in 1981 to §544,522,000, or less then
half the figure of 11,118,114,000 for 1929; end thenm a year later we
find the Bank reporting crop values in these six Stetes fell still
farther in 193¢ to 372,054,000, a third of the figure for 1929, Here
in Georgla the fall in crop values was at an even grester rate then
for the Sixth District as & wholej they fell from $228,518,000 in 1929
to $101,867,000 in 1981, snd then to §67,089,000 in 1932--lese than 30
per cent of the figure for 1929,

Of wholesale trade we read in the Nonthly Review of the Atlanta
Bunk for Jamiary 19352: “The volume of sales during Decembder by 119
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reporting wholessle fimme . « « sveraged 22,7 per cent smaller
than in Ducember 1930. . « « For the year 1951, total sales Wy
ell reporting wholesals firms heve aversped 24,5 per cent saaller
then in 1880.% 4 yesr later the story of wholesule trade asg ree
ported by the Jenk's Nomthly Heview (Januery 193%) wes still
one of decline. "The totel wolume of ssles during the year 1082
reported by 107 wholesale firms in the Sixth District," the Bank
stated, "was 24,7 per cent smeller than during 1981, the decresses
ranging frem 17,1 per cent in drygoods to 41.0 per cent in eleoc-
trical supplies.,”

Turning to retall trade we find the seme story of decline
in businese in the Sixth Distriet. In Jemusry 1982, the Bank's
Honthly Review stetest “Decembar ssles this year were 1€.5 jer
cent less than in lecenber & year sgo, and for the entire year 1951
department store sales have been 11.8 per cent smsller than in the
year 1980." A& yoar later, in Jaumpary 193z, the Bunk reported:
*Locenbar sales in the Sixth District.. were £4.5 per cent less in
doller value than in December 1338l, and for the twelve months of
1982 they were u8,7 per cent les: tham in 188l. . . . Turmover
for the month, and for the yser, wae less than for those periods
& year sarlier. iccounts receivebls at the end of December
WOre + o« » 19 per cent less than a year ago, and December collece
tions « + » were £i.4 per ceat smaller than in December 19%1.%
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For the year 198l, the bank reported 1,698 business
failures in the Sixth Distriet and poiated out that this was
an increase of Z1.% per cent in the mumber of fallures over 1330.
Bat throughout the year 155k commercisl failures in the Gixth
Uistriet contimsed, and notwithstanding the toll already takem im
1930 and 15Z1 there were 1,673 additionmal fallures in 1932,

So this story of the steady disintegration of agricule
ture and trade and industry in the Cixth Federsl Reserwe District
might be gleaned at great lemgih snd in groat detail from the
published records of your itlanta Reserve Dank in its Honthly
Roview--the decline in crop wvalues, in wholesale and retail trade,
in builaing snd construetion, in memufacturing and mining sctivie
tles, in the stocks of merchandise on hand, in commodity prices of
all kinds, in the bank debits that reflect the volume of business
transactions settled by check, in bunk losns and investuments, in
comaercial deposits and savings deposits, end in ull such items
as reflect in cold stetistics the dismsl story of economic collspse
in this ares of the South prior to the closing down of the whole
banking sad finsncisl system of the country in March 1933,
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Bat contrast the conditions which your Atlants bank reported
at the begimning of 1985 with thowse which it wes uble to report for
the idxth District at the beginning of 1985, In its Honthly Keview
for Janusry of this yesr, the bank saids

*In December (1954) the volume of retall trede in the Sixth
Distriet incressed by more than the ususl seasonable amount and was
at the highest level for any month in four yoars. . »

"Departsent store sales, reflected in figures reported cone
fidentially by sixty firms. . . were 19,1 percent greater than in
December, 1983, For the year 1984, total seles by these firms were
25,5 percent greater than in 1985, and were also grester than in 1938, , .
Wholesale trade , . « for the year was 5.4 percent greater then in
1988, 36,9 percent greater than in 198K,

"Bank debits to individual accounts at twenty-six clearing
house centers in the Sixth District, reflecting the amount of business
transactions settled by check ., . . were 18,1 percent greater than a
mntm The inmovease of 14.8 percent over the month compares with
an average gain of 15,1 percent at the seme time for the past seven
years. «

"Loans were slightly less than a yeer ago, but investment
holdings 18,9 millions greater, and demand deposits . . . were 42.4
millions greater than a year ago.
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"Building permits lssued ob twenty reporting cities . «
mmmmamtmmummmmt
greater thas in 1852, Contwest averds in the Distriet as & whole
» « » wore 856 percent greater then for 105i. « «

*In the six stabes loested vhelly or psrtly in the Sixth
Federwl Heserve Distriet, principel crops produced in 1834 were
valued st $740,577,000, & galn of Hl.5 parcent over the walue of
xmmmmmmummmormmu
1982, *

bew let us brimg this stovy still more nesrly dowm to
dake =~ Lo the end of the third quarter of the yesr 1885, The
lionthly Review of the ftlante Benk fer October stetess

"The volume of trude st both retail and wholesule im the
Sixth Federsl Reserve Districet iscressed further from lugust to
Soptesber snd wss grester then & your agos « « Activity st texw
tile aills end produstisa of pig irom in ilsbesn increcsed over
the nonth and weg grester them & your agos
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"Total bullding permits lssued at twenty reporting cities
of the District . . + were 113.,7 percent greater than in September
last year, and for the nine mouths of 1985 the total hsg been 68.9
percent greater than in that pert of 1984 and larger than for that
part of any year since 1980, Building and construction contraects
awarded in the District as & whole ineressed over iugust and were
grester than a year ago. Notwithstanding the shorter month, cone
sumption of cottonm and production at reporting mills increased
from iugnust to September and was greater than a year ago. Plg
iron production in ilabsma was inecreased 14 percent from August
to September and was 57.9 percent greater then & year &g0s « «

"Press reports indicate that the Couthern pine market con
timues on a satisfactory Dasis and 18 showing improvement, Ree
tall yards bave contimued to buy only for their current needs, but
at present this represeats s satisfactory quantitye. « «

*In the three states of this District for which zeparate
figures sre compiled by the Census Buresu, totel consumption of
cotton inereased further in September by 8.4 percent, and was 65.4
percent greator than a year earliers o »

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



- -

*Reporting mills in the District produced more cloth and
yorn during September than im fugust znd elso had 2 lerger nusber
on payroll thenm at the end of lugust. Operaticns st cotton seed
oil mills in this Distriect, during jugest ond September, the first
two months of the mew cotion ssuson, wore substenlislly sbove the
ssme period lsst yser, &s reflected in the reeeipts and crushings
of seed and in the production of the princlsel cotton seed products.

"Production of electrieity for public use in the United
Ztates in August vag the largest ever produced im that month. In
the six states of this Distriet, production incressed .4 percent
from July to iugust, and increased 3,7 percent compared with ilugust,
M,mﬂmthohmtmlruwmﬁihcnmm'

These accomnte of progress snd recovery are token from but
two issues, Jenwery sad October 1955, of the Honthly Review of the
itlanta Reserve Bank., 43 with the aceounts of deflation and de-
pression from the sswe unblased and dependasble source, they may
be resd st grester length snd in fuller detsil in the montheto~
month mblished record. Slslilasr agocuste of conditions in the
rest of our Southern Stutes over the swme pericd sre to be found
in the monthly published records of the Fifth Federsl Reserve
District, with iis hesdouarters in Zichmond, =nd the Zleventh
Vodersl Reserve Distriet, with it hesdguarters in Dsllss. Through-
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out the rest of the countyy, furthermsors, the story of progress
snd recovery in sgriculturs, tesde, industyy, end finsnce, 48 re-
lsted ssch month by the Federel reserve banis, is much the same.

4 fow swmaples will iliustrote the exbtent to which
sgriculiure and business generslly hewve recovered from the depth
vhich the depresgion resched three years ago. Hers in Georgia
crop valuss rose from S67,080,000 in 1982 to 7161,445,000 in 1084,
In other words, they mmltiplied approxisately teo snd a half times
in two years, This wes somewhel better than for the itlante Fow
sorve Distrlet ss s whole, but even so c¢rop walues ln these six
stebes doubled betwean 1982 and 1884, with o rise from $572,054,000
to §740,677,000.

Comparable figures on erop velues for the yeur 1985 sre
a0t yet awailable, but we do koow that cssh luncoms frow farm
asorketings i1a the country s o whole, extlusive of rental sad bese-
it payments, is slready ss grost for the first nine months this
yoeay &8 for the whole yoar 188523. In 1582 caesh incowme from fars
sarketings wes $4,528,000,000 for 12 wouths; for the first anine
sonths of 1085 it wus 14,506,000,000., Hentel end benefit payments
during these nine months amountod to 408,000,000, and brought the
total cesh inceme to our farmers for that perled up to 84,710,000,000.
For the full yesr 1985, the tobal cash income from ferm sarketings,
ineluding spproximately $600,000,000 for rental usd benefit payaents,
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will run to an estimsted total of £6,800,000,000, This will be ma
incresse over 1932 of 43 percent, axelusive of rentsl snd benefit
payments, or 57 percent Including thoss paymenis.

in example of how this recovery of sgriculture, which has
been particularly msried in the South, provides an outlet for the
production of ouwr ssmufsctburing indastriezs, which :re more largely
concentrated in other arecs, is strikingly afforded by the regis-
tration of sutomobiles individuslly snd comsercially owmed here in
the Stabe of Georgle, In 1029 ths nusber of sutomobiles registersd
in Georgls was $50,000; in 1952 this hed fellem to 288,000, By
the end of 18984 the number hed inereased te 377,000 - that is, the
wusber of registrations incressed hy 500 in tso yesrs, snd by 1084
there vore more sutomobliles reglstered in the State of Georgle thun
in the so-called boos yesr of 1928,

The sutomobile industry hae had & remarkebls recovery from
the depth of the depressicm, Ths Jesend of the isericsan peopls for
sutosobiles is one of the wonders of the sge, For yesrs before the
depression began we contlamed to demand mors and more sutomobiles,
snd we revolutionised the charsoter of cur lives, the location of
our houwes, snd the nature of our regrseilon o adept curselves to
the new conditions cresbed by the moler cer. This chenge wws go
fundsaental thet most people combimued Yo drive thelr carg during the
past fov yeurs nébwithetonding the sewere pressure of hard timesy
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end therefore, with the curg bulld In the late 0% lurgely morn
out during the depression, the sutomobile industry has boen the

firgt to show s real sustained recovery. The example of Ceorgls
in ineceased regletrabtlon of sutomebiles wes semevhst excepbionsl,
but meverthelsus, in the yesr 1934, sutomebile registrations in

the United States lmcressed by 1,108,000 cavs,

It ie not to be suppesed, though, thet zll the incressed
income of our people has gone to buy matomebliles, or that zll of
it has beew spent, Javicgs scoounis thet during the depression
wers rapldly depleted are egeln lnoressing lu owr banks. In the
Novembar lsswe of bhe megezine *"Banking®, whichk is the journsl of
the imericon Benkers Asseclstion, there sppecrs en srtlcle which
sbates that sevings doposits, including time deposits aud rostel
savings deposited in banis, lncressed during the yesr exding Jme
29, 1085, by 1899,079,000, The article goes on to suy that this
gain in savisgs deposits vas geseral thremghout the United Stetes
and thet s most satisfuctory dewslopaent during the yesr was &
gadn of 1,785,082 in the number of gevinge depositors. The srticle
sttributes these gsins in ssvings depeglis snd sunber of depositors
to tso fectors, nemely, "grester confidesce in banks uad inersssed
sernings by the peopbe®.

The index of imdustrizl preduction in the United Ststes,
eoupiled by the Board of (overnors of the Pedersl Heserve System
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on the besis of the aversge for the years 1923 to 1825 equaling
100, fell to « low point of 58 in July 1982, This low point repro-
sented & drop from 125 in June 1028, That is to sy, it was cut
in half in the oourse of three yesrs. During the first nine sonths
of the present year, 1885, the index of yruduetion sversged 87, an
ineresge of B8 percenti over the aversge for the corresponding perded
in 1932 and en incrosse of 50 pervent {rom the low polaé of that
yeurs,

In 1329 electric power producticm in the United States
resched & totul of 87,352 nillions of kilowett hoursy in 1982 1t
had fallen to 85,158 millisns. This yesur to the ond of the third
querter slsetric pemer production hed inecressed 17.3 percant over
1882, In feet, electric power is being preoduced in greater volume
for the yosr 1985 then it was for the gprevious pssk year 1929,
Here in Georgis slectilic power production during the first nine
sonths of this year was approxisstely ss great 2s during ghe full
yoor 1832 end substentislly in creess of sroducticn for the yeer
1928,

inother impertent evidence of the extent of  rogress and
recovery in business gensrally is the index of corporats esrmings.
The compilation asde by the Standurd Ststistics Compsny of the earn-
ings of 181 cerporetions, ineluding industrisls, eailresds, snd
atilities, with the year 1926 taken as & besgis of 100, shows that
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in the quarter ending Wsreh 51, 1988, tho ledex stood st 4l.4 ss
compared with 22,0 for the seme guarder in 1882, st 50.8 for &
prelisissry sstleste for the cusrter ending June 30, 1885, as conw
pared with 16,6 for the same guarter in 1382, and st 2.4 for &
prelisinary sstizete for the -usvber ending Septesber 30, 1985, as
compesed with 6.0 for the suse cuarder in 1852,

The extent of the progress suds and the recovery altsined
by the country's meomfecturing industries ls strikingly shown by
the seyrell figu-ess. The mmibor of wpe cerners employed in all
sur neoufectaring ladustries In 10862 hed fallen to sn average of
54874,000 for the yesr. During the first nine seoths of 1955 the
musber of wage esrnmers employed in these msmufscturing imdustries
hed risen Lo sn sverare of 6,807,000, an incresse of 26,7 percent.
The aversge of the weskly pesyrolls ia these industries in 1932 was
95,957,000, luring the Tiret nine months of 1985 those sverege
wpekly peyrolls rese o $158,480,000, sa incresse in the two years
of 48,7 pereeni.

i we all know, the prosperity of the middle 0% rested
priserily on the greet setivity of two industries, sssely, the
sutomoblle industry end the consbructlon industry. The extent to
which our presmad induatrial recovesy bas beon sbtelned by & vigorous
revival of sulomoblile production hsg slrscdy been indicsted. In the
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constraction industry, howewer, the deprosslon went wueh desper uad
hos lausted much loager, znd recovery has been mach less complete

then in the sutowsobile industery, OCur grestesdlag in busluness re-

covery geserslly iz la the Pleld of conmbrucilion, sad 1% is probeble
thed oaly when both residestisl rad industrisl construction adwvence
10 @ substantially bigher level than they hewe yeb stisined will full
rocovery and prosperiiy be cchileveda

fevertheless, definite progress in the field of construction,
und especially in the fleld of home-bullding, has been sede during
the past year. CGempilations mide By the Fe Vs Dodge Corperstion,
sovering resldentizl construcilion conilyscts swoerded in 37 Stutes,
show.4 total for the first den nonthe of 18585 of §394,000,000,
This is sn iseresse of home-building is these 37 Stetes of 98 pere
cent over the corresponding period of 1088, Homeebuilding in the
fouth hss incroused &b su even grocter rete them in the countey as
= whole, Fere in the itlants Pedorsl Reserve District home-building
in the first three cueriers of iLhe year wes 180 percent grecter
then nt the peme period for 1982; in the Nichuond Federe) Beserve
Tistrict the incresse wes 71 percent; in the Tallee Pederz] Feserve
Uistriet the incresge sep 115 parcants

Even with this merked increase of regldeatisl comstruction
in 1985, bowewer, we sre still fer below the woluse sitained in
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predepression years and far Prom moeting the coumtry's need lor
pow housing. This is the fisld in which the greostest opportuaity
1ies for further industrisl recovery smd in which the grestest
challenge is made to the initietive, the inventiveness, and the
rescurcefulness of indugtrial sad fipencisl enterprise.

Frow this recital of some of the evidesces of jrogreess
cond recovery during the past two yosroe-gvidences taken froam the
sume statlisticel sources ou shich your business men snd benkers
rely--it should be plain te ewery cne that e rsdicsl chempe in
the trend of laericen business has oosurred in btwo short years.
ix enornous mexsure of recovery haus been brought aboub; and it 1s
tize we realised this, tisme our business men snd beniorp in particue
lar reelised 1%, and overcsme the inertin of humen bhought that
causes too meny still te think end telk in terms of the depressiom
FeErBe

Jast as ib wes ALfTleuls for seny to reslise in 1920 that
things would not keep going up and up snd ap the way they hed been
going since 19i%, so it hee been hewd after these racent yesrs of
depression to realisze that things ave not golsmg to otay at low
lovels forever--in facl, sre for the most peart no longer at low
lovels. DUven when things bégin to turn upwerd there is & feeling
that the upturn may bde temporsry; end 1t therefore takes o falre
1y continuous period of sdvancesent before the skeptical aind of
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asn scoepte the fect thet & chenge has ocourvred in the Mundssentsl
trend, Such 2 chenge hes oocurred here in the South, snd in the
country at lurge, during the past teo yoarsy but only when this
change is fully revognized by the ssjority of sctive men cen @
full messars of prosperity be restored. Uto¥ that the deflationary
trond of busineas has for the batter part of two years been de-
cisively srrested and reversed, nothing will speed recovery mors
then & widespre:d recognition of the fmet thet recovery is here,

Sow, how was this decleive and repld recovery from & dew
pressice of such uppsyelleled severity broughi sbout? It wes not
the resald of fortuitous cirecusstance; no olemsat of chunce or fate
suddenly changed the course of deflsticn; we did met get out of the
viclous spirel of defleticn end chuage the trend of business and
sgriculture by letting mature take its course. Aind the trend was
not changed by & pelicy of lsisses-feire, such s meay of our lecd-
ing sconomlists and bunkers snd business maw wrged; nor was the trend
changed by tlzid, helfehesrted, reluctent, snd insdecuste moasures
of intervention on the part of Covernmenit, such sz were belatedly
sdepted in 1951 and 1932, hy the iAdsinisiretion thes in power in
“aghingbon. The deflation was arrested, the depressien wus ended,
the recovery wes begun, becsuse, bogimning with the besk hollday
in sereh, 19385, your Pedersl Governmant intervened vigorscusly,

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



Digitized for FRASER

- 18 -

decisively, sad on o sufficlently lazge seale to put en ond to de-
flation snd to ootablish s bese fros which sconeale recovery could
procecd,

Private eanterprise did not do this beesuse privete enber-
prise could not do it. The will to de it wus not lucking, the
desirs to do 1% wes not lacking, the intestion to do it was not
lneking, the offort to do 1% wss not lacking; bub our Dankers sud
our business mem found themselves camght In & poserful and self-
wegelersting liguidation that swept walues snd incomes lower end
lower, sad that carrisd more sud! sore bunkers, business men sad
farmers into inescapeble bamkemsley. Yo ome knew vhere or when
the process would stop.

Only the Federal GCovernment had the nesns to lntervene «f-
fectuslly; bui the Federsl Gowernment 4id mol istervens unidl after
the defletion hed been under way sore than twe years; end it did so
then only beecsuge its interventdon was sought by benkers and busisoes
nen vho hed Finally ocome to realise thel they wers thezselvss uncble
to stem the deflsticmery tide. #ind so the Hecensbruction Pinsnce
Corporation was gset up, and the Home Loan Beak “ystem wes orguaized,
By mesns of these sgemcles tegether with the Fers Lend Bsnk Systes,
whieh hed boen estublished in the Vilson idmimistrstion, Covernmental
intervention wes fnvoked in sa offert %o shore up our crusbliag
soenoale struciure.
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The offort, aa we koow 2ll too well, feiled, The vulnous
collapse of prices and velues, #ith its truin of evils evidended
by beakrupteles, foreclosurss, bread lines, snd widespresd human
alsery end priwbion, contimued. The intervention of government,
28 then employed, served %o cushion sameshst the succossive shocks,
bat it wes oot carvisd far enough, it wes wot pressed vigovously
engagh, 1% wes not scde large enough to cope with & deflation of
such wegnitude snd forwe s5 was by thet tize wnder way,

Governmental interventlon wes nol, therefore, in 1888, a
oew pheponenon in this couatry or in this erisise The wnbulancing
of the budget was nol & new phenomonon ln 1983. It, too, had begun
in 188le-raluctantly, o be sure, bui novertheless inwvitebly us
the country's banks, inssresce cospanlss, railrvesds, furss, ond
romess o the unbaliselmg of the budget wes another sspeet of
sovernsestel inberventlon thed wes not them eu-rlied far ensugh W
be of Pective, so that by 1881, vhen the procosses of deflation hed
besn golng on uncheshked for mere then four yesrs, = much greater
apbalencing of the budged wun inesospeble.

The Adsinistretion thed in Hereh 1533 replaced the ide
sisistretion shich hed falled in ite belsbed zod fesrful snd ire
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resolute offorts &t intervention, adosted and cwried om mesy
of the policies of its predocesser; bui by no msans Lisorously
or by helfwey mesgures barren of resulis. The tle Lo gold, ssd
with it the tie % the demeralised gold price lovel for con-
sodities throughoal bthe world, sus boldly broken. Yo leager
could our recovory =fforis be scholeged end nullified by panie
drains of golds The emtire benking system wos closed to halb
the penic withdrawals, to weod out the wesk unite, snd to ree
ostablish & banking system im which publlc comlidence could be
sustaineds Through the Heconstriction Finence lorporstien capitsl
wse liberally poured lnte beuks thet had boen wockensd by the de-
Flstion,. |

In 611, the feconstruction Finsnes Corpeovetion hes losned
some $6,000,000,000, sud in that proeess hos seved frew fallure
thousands of banks and other flnmsmelsl, industricl, comsercisl,
und egrioultarel enterpelses; sod sleeady, it is o be noted, move
then 18,000,000,000 of these lowns have beeu repeids Through the
Fera Credit jdministrstion sore than 25,000,000,000 has been b
oat in long-ters loens to fermers, ond through thils process thousands
of furms have been saved fros foreclosure. Through the Houw Owners?
Losn Corperstiom, which has lsased menrly 5,000,000,000 ou longe
term eredit, = sisilar service has boes provided for urbsn home
osmers. Io short, throagh the sgpregete leading of these three
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groet governmentel oredit agescles the wstionewide pressure for
liguidstion was definitely removed, the vielous spirsl of deflstion
wes ended, and the bullding of « base for recovery was bagun.

But 1% wes not suough slome to pour evedit iato our crusbling
finencial siructure. In the course of the defletion, some §17,000,000,000
of the country's bank depasits had besm wiped culs Our netlomsl ine
-ome, sz represeated by the country's production, hed fallwa from
£61,000,000,000 in 1920 to $39,500,000,000 in 1832, Yol only was
i% nocessary, therefors, to use the government': credit snd une
belonce the bodget in order to supply credit thet priwste aguncies
wars unsble or unwilling to supply, bt 1t wss sleo necessary for
the government Lo use its oredit and Murther wnbslsnce the budget
in order to inject new purchasing power inte hands that would use
it to ineresse the dessud for goods, to esmploy more people to make
these goods, snd thus in turm creste o further ineresse in desand,
In Partherence, therefors, of this next step in the procvess of
rocovery, as well as in the interest of grest bumssiteriszn considersw
tions, sore then 2,500,000,000 of Federsl funds wers put into our
scenozic systes by the Federsl ‘mergency “ellef idministration snd
nearly $2,000,000,000 by the Pablic Forks Administrations

0f course we have recovery. ‘o have it becsuse we have
planned for it, provided for it, and pald, through sn unbelanced
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budget, the price thet 1% wus necessary %0 pay, flrst to stop the
deflation, and then o bring resovery sbeout, The countyy's money
sapply, =8 & result of povermmentsl loams snd expenditures, was
broaght back %o its predepression lovel in cur banks., The country's
income, &5 & rosalt of the lupetus glven t%e sreduction by governs

£41,900,000,000 in 1958, snd to $48,500,000,000 in 1984, ¥e do
oot yob kuow ehat the netiensl lncemw will be feor 1855, but we
can say culte pesitively fres the evidences which have beem related
hare that it will be grestly in axcess of the $48,500,000,000
resched in 1084

Jush s the deorease ln the nationsl income resulded in
# decresse in Federsl revenues, snd ot the spsue tins crected the
need for sxtrsordinary Federsl outlays, o0 the incresse in the
national incoms will sutessticslly incresse the Federsl revesuss
sne diminigh the need for extroordlasry Federel outlsys. This hes
already been evidenced in the growing receipts of the Treasury,
even apert freos sny chenges in the Sax lews, sed in the smeller
demends thsd sre nov being mede on Federal lending egencies. Ine~
erensing invomes, incressing srelfite, and incressing ssles ell
contribute to these inereased tux ylalds. Purthersors, repaysents
to the govermssabel lendlns sgencles should hesceforth exesed new
loens, therehy contriduling towerd the reduction of both the deficit
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snd the coanbiagent lisbllities of the goveroueat. Ploslly, the
progrese of recovery sill result in groster esplogment in privete
industry sod in reduced descads on the Yedersl Governsenb %o prow
vide esployments

Thus the budget will be balanced when the need for axe
penditures decresse mnd the sbility o pey lewes incresses. This
is ike preper way to balinco the budgeb rathor than Lo atiempt to
belanoe 1t by curtailing expenditures in the deplhs of deoression
and reising tex rabes when the ability %o pay texes 1s aluost none
axistents
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