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December 19, 1938.

The Filascal and Mone tary Advisory Board has been advised by
the experts of the Treasury, Federal Reserve Board and
National Resources Committee that:

1. The 1938 national income 1s estimated at $62 billion.
For the calendar year 1939 it is estimated that the
national income will be between $65 and $6& billion.

2. A national income of around $80 billion would provide:
(a) substantial reduction of unemployment;

(b) Federal revenues sufficient to balance the current
level of cash expenditures on the baslis of the exist-
ing tax structure.

An income of $90 billion or more 1s attainable through
full utilization of our man power, plant and equipment,
technology and natural resources, assuming the elimination
of some 1lmportant bottlenecks.

4, Also it is important for Federal fiscal policy to take
into account:

(a) changes in the volume of capital expenditures
being underteken by private enterprise, and any
hindrances or bottlenecks tending to restrict the
expansion of private expenditures;

(b) the fact that available supply of credit is so
great that present and prospective Federal borrowing
will not create a shortage of credit available at
reasoneble rates for private enterprise.

(c) changes in the volume of the outstanding debt
of State and local governments and changes in the
volume and character of their expendlitures and
recelpts.

(¢

In pursult of the objective of attaining a higher national
income we make the following recommendations with respect to
fiscal policy for the next fiscal year:

1. If taxes are to be increased, those selected should
be such as interfere least with additions to the aggre-
gate income of the American people. These taxes, among
others, are: estate taxes, gift taxes, lowering tax
exemptions as personal lincome rises, higher income tax
on middle brackets.
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2. We advise against new taxes which operate to reduce
substantially consumer purchasing power. These taxes,
among others, are: processlng taxes, sales taxes, taxes
on payrolls, excise taxes.

3. The Board notes with approval the proposed changes
in the budget presentation and recommends that the
principles embodied in these changes be extended as
rapidly as feasible. (See appended copy.)

4, (a) Por the purpose of adding to the national income
next year, and of preventing what promises to be a
serious bottleneck within the next year or so, action
should be taken to secure a large railroad equipment
program.

(b) Recovery could be further stimulated by addi-
tional government activities financed through self-
financing government corporations. These activities
should be, in the main, such as will facilitate
private investment and private expansion of private
industry. A special report on such activities will
be later submitted.

That a comprehenslive survey be started with the view
of immediately setting up machinery to obtain all necessgary
detalled information with respect to the current receipts
and expenditures of State, local and municipal administra-
tive bodies and to changes in the volume and meke-up of
their outstanding debt.

6. Stepe should be taken at once to provide for engineer-
ing and legal planning of various public works, such
public works to be ready for immedlate prosecution when
required to give increased flexibility in the timing of
public expenditures and increased assurance of value and
utility of the expenditure itself.

This program is much needed not only because of the
character of current Federal, State and local public works
and relief, but even more especially because of the ex-
tensive rearmament being undertaken. To meke certein that
the rearmament program shall not be contlnued as a device
to reduce unemployment or to stimulate business activity,
it is essentlial to have such plans perfected as will permit
a resady transfer of employment from armament industries
into needed productive public and private works projects
as soon as peak activity in rearmament 1s passed.
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DEC 211938

NATIONAL RESOURCES COMMITTEE
NORTH INTERIOR BUILDING
WASHINGTON

CONFIDENTIAL December 20, 1938.

Hon. Marriner S. Eccles,
Chairmaen, Board of Governors

of the Federal Reserve System,
Federal Reserve Bldg.,
Washington, D. C.
My dear Governor Eccles:

I enclose herewith a copy of a letter I wrote to

The President, enclosing a memorandum which I discussed
at the meeting yesterday morning. I hope that you feel
that { did right in this matter.

Sincerely yours,

ik

Frederic A. Delano
Member, Fiseal and Monetary Advisory
Encls., Committee.
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NATIONAL RESOURCES COMMITTEE
NORTH INTERIOR BUILDING
WASHINGTON

Deeember 20, 1938,
The President,
The ¥hite Houase.
My desr Hr, Proesident:

&% the confersmos which our Tizenl Advizory Comsittee had with
you yesterdsy, I did not pressat ¢ briel ststement which Dootor Ruml
and I bed prepsred and discussed ot the morning meeting et Seoretary
Horgentheu's office esrlisr in the day. At that mesting, the Come
afittes as 2 whole questioned the advisaebility of including my brief
stutement iu the serefully prepered stetement which ve later submitted
10 you. Hevertheless, Deersisry Morgemiheu saw no objeetion te ay
submitting 1% to yvou a8 sn expressicn of my viewa,

However, as our ¥hite House meeting lssted one snd e half hours,
I did not feel I wee justified ia teking say mors of your tiwe,
especislly as My, Hecles in part covered the seme ground, On second
thought, I thiak I wes wrong iz 2ot lesving this brief memorandum
with you, snd 1 therefore send it now, - beenuse I think 1% is importent
for us &ll %o renlize the hagard of ropeanting the occurrence of 1937,
The whole matter 13 to be cerefully studied hy sur Comnittes ead pre-
gsnted to you If the Commitiess esn arrive st = comwon understandliag,

Respsesfully yours,

(signed)

Frederie 4, Jeluno
dember, Fiscrl end Monetery fdvisory Committee.

Enel,

Federal Reserve Bank of St. Louis



NATIONAL RESOURCES COMMITTEE
NORTH INTERIOR BUILDING
WASHINGTON

Dacembher 19, 19738,

MIMORANIUM TU THE PRESIDENT:

I 2r making this separeie stevement, not bscouss of any
disagresment with the Report of the Board, but beosuss of my
desire %0 give empbasis to cartsis poiutes not covered or caly
nartislly covered ia the Hepors.

I belleve k=t & speciel report oz the poscible flasesl =ad
monetary situntion im 1940 is perticulerly nesded in ibes nesy
fauture, sinee Loam imprecsed by the feets prasentsd $o ue by the
experts thet resl deagsr of =nother sherp depresciosn in 1940 exists,
especinlly in viewr of the disappointing present estimatez on nee
ticmsl ineome for the yeor 1939,

I csmnnot but delieve thet the Federsl budget haw sa importsnt
influence oa nationsl imcome; also, that some expenditures heve zore
influence on netionsl ikeums than other expenditures, sad thot some
receipta have more iafluence then other receipts. Accordingly, it
gcams 0 me the pert of public wisdom o considar what we sre sble
to do ia the present state of our Tisesl sud sonetary imowledge to
protect our Nation agsinst the demorsalizsiion of maother economie
erisis; and, 1 possible, to sssist torerd thel higher natioasl
producsion, iacome, smployment, and stendard of liviag sad well~
belng which we are convineed sur untiomsl resourcez srs able sbumiantly
to provids,

( S i,-_i}:]ed)

= ¥rederia A. Lelmmo
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