Mareh £0, 1979,
Personal nnd Confidentiel

Honorable Henry Horgentheu, Jr,,
Seeretary of the Trasssury,
#ashingion, D. C,

Dear Hemry:

In necordsuce with the coaversation I had with
you on Baturday, I am emeclosiug herewiih « letter to be
deliversd to the President setting forth ny views on the
sontenplated asendments to the old sge insursnce PrOgIr,

Although the letter is shorter then the memorandum
I laft with you on Seturday, the substance is the same with
the exeoption of the last paragrapi.

Yours sinecerely,

LBC:em
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March 20, 1939,

The President,
The White House.

Dear Mr, President:

In my capacity az a member of the Fisesl and Monetary
Advisory Board I have carefully considered the thrse main pro-
posels made by the Social Security Board in conmection with
smerdments to the old age insurance progrem, viz., commencing
benefit paymesnte in 1940, libarslizins benefit provisions, and
permitting the scheduled tax ipcrease in 1940 to go into effect.
I & in favor of coumencing benefit payments at the earliest
possible moment, and of liberelizing, to the fullest extent
feasible, benefit provisions. I am opposed to the scheduled in-
erease in payroll taxes,

For three years the collection of payroll taxes in
excess of benefits, with the resulting sccumulation of a reserve
fund, has imposed & serious drag on recovery and has necessitated
inereased Govermment expenditures elsewhere. On both unemploy-
ment and old age insurance account the deduction from consumer
buying power amounts t0 ome billion dollars & year for the years
1937-39, This deduection will be even grester in 1940 unless in-
crensed benefits exceed imereased tax collections, Actually, it
eppears that the tax ineresse will yield from $250 million to
$300 million additional, while the contemplated increase in
benefits will amount only to between $100 million and $200 million,

I+ appears an opportune time to raise the whole gues-
tion of the fimsncing of old aze insurance., The trend in all
other countries, and in expert snd popular opinion in this
country, has been asw=y from the reserve fund principle. ZEven if
the tax inerease is postponed, the reserve fund will continue
t0o accumulate through 1942, If the tax ig iancressed, this will
tend to extend still further the period over which the fund will
Erow,
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The President. ool

In view of the gravity of our msjor economic problem
of deficient consumer buying power relative to our produetive
capacity, I urge that no further ineresse in the payroll tax rate
teke place mext year, The economic repercussions re-ulting from
& contimued excess of tax collections over bepefite will do more,
in my judgment, to Jjeopardize the comtributory system than would
postponing the scheduled tax increase,

I sm confining my recormendetions to the speeifie pro-
posals placed before the Advisory Bosrd. I cannot refrain from
adding, however, thet in my judgment the proposals of the Soecisl
Security Board do not meet the demand in this country at this
time for an adeguste national 0ld sge seecurity prosraum,.

Kespectfully,

M. S, Eceles

LBC:em
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