National monetery income ig & product of the volume of maney,fﬁezand
deposits and currency, snd the number of times it is turned over to income
receiverss During the depression we hsve witnessed s severe decline in
the supply of money cowbined with a greatly decressed rate of spending. At
present, derand deposits, the most importent part of our money, are approxi-
mﬁtely.zigzthird of their 18929 totsl., In addition, the deposite which are
in existence are circulsting at perhaps one-hell of the averasge rate of
turnover of the esrlier period, This sneans thet many deposit accounts ere
gterile so far ms the economic system iz concerned becsuse of the unwill-
ingness of their owners to uge them either to purchase goods or services,
or to place the funds into new investwents which would go into the hands of
corporations and business men to be used for the purchase of materiasls and
lasbor, This concentretion of deposits into & relstively smell number of
inactive sccounts was strikingly brought out in 2 study made by the Federal
Reserve Board for May 13, 1088 which showed that 45% of all deposits of
member banks were held in slightly over 46,300 accounts or one-tenth of 1%
of all deposit accounts. While these figures include both tiuze gnd deuand
deposits, demend deposits slone would probebly show & comparablé;;gzéggifev
tration mf' large holdings,

In order to increese businecss activity, employment and netionsl income,
it is esgentisl to have larger expenditures for goods end services. This
means the utilization of insctive deposits, an incresse in the total volume
of money by banks increesing loans end investments, or both. These are

Gifficult to obtain with business operating at « low level and the prospects

of profits smalle. As long as unutilized capacity exists to the extent it
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dose todaz,there is little incentive for new investment or borrowing by
privaete individuals and corporations to expend production,

The government, on the other hand, is in & position to increase ex-~
penditures, which if properly financed would provide new money to go
directly into the hands of spenders. This increese in consumer income
and expenditure would flow back through industry snd would promcte a
fuller employment of the lsbor supply snd a fuller utilization of existe N
ing productive capacitye. Only after thls process hes gained momentum end
there is the prospect of sustained business sctivity will corporations snd
business men begin spending thelir now large cesh balences, or start bor-
rowing on short or long term for working cepital or to incresse plant and
eguipmenta
Igsues and elternatives.

Ag I enslyse the situation we have reached an impasse of circumstances

althg the stage is set — @xcess bonk resevyes, low in /c'w'zfm?‘es nelativet,
that prevents an a grwclable recovery of privete businesg, At the peme fow "’

tize, there remsins 8 large voluwe of unenployment with steadily growing s
numbers of people becoming more dependent then ever upon public pelief,

This relief is now upon an entirely inadeuste bssis elther to prosote re~

govery or to assure a peaceful acceptsnce of the conditions by the unem

ployed for very long in the future. The governuent is confronted with the

Sos This povvse
necessity of uetormining its future course of sction,skbeh resolves iﬁ%; one oF ¢4,

follow tng =
three rajor lines of approschs.
1. To continue to follow the defeatist policy of doling ocut larger
snd larger smounte for relilefl with 1little prospect of more than
meinteining the status mugJ}n the hope that recovery will sometinme

daevelop automatically., Federal expenditures for reilsf cannot in-

cresge incomes sufficlently alove the present lewel to promote an
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increased demand for goods large enough to turn spending into the
channels of durabl§ consumption goods and hence have sn immediate
beneficial eflect upon the now stagnsmi capital goods industiries.
Increased expenditures om dursble goods notl only inerease the dew
zand for production in industries where the bulk of unemployment
occurs but alsc actuslly increases incomes, From the standpoint
of recovery Fedsral expenditures which result in an increase in
construction ars vastly superior to expencitures for relief.

£+ 7o adopt & policy looking towards genersl cost reduction thru-

out industry, invelving a curteilment of relief expenditures and

b

L oAb
en attempt to belsnce the Federsl budget would e taking a big

A

gamble that severe defletion would not set in, and that private

invegtment would more then fill the gep left by the decreased gov-

ernment expenditures which now become income to the recipients.

3, To start an aggressive campeign of government spending with the

dual purpose of providing work for all those who are capeble of

lsbor and are now involuntarily idle, and stimulate a revival of

privete buainﬂess activity@*w{/t-mm € ﬂwg(? . T Cmﬁs Pr o JﬂrIL v;-wc(*,...,‘.z,g,,%
The 1&%%;5 is the only one of the three that in my opinion does

not involve results which are distinctly dangerous to any administration.

One of the mosgt telling criticisws of the Administration is that it
lacks a definite and comprehensive pollcy snd is aimlessly drifting slong.
This condition cennot long sxist end retain public support. It is time
that a positive commitment is msde that the government intends to provide

employment {or those out of work and will sgyressively carry out reasures
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which attain this end. The following suggestions are offersd es the skelew
ton contents of & bold sannouncement to this effect.
1. Our grestest national loss is the weste of humsn snd matorial
rasources, which arises from unemployment =mnd low production.
2+ We must do collectively through governmental sction what private
businegs enterprises are unable to do individually,
3, Therefore, the government is adopting & fer reaching progras of
expenditures upon desirsble »rojects with the duel purpose of pro-
viding new employment and of reviving business activity {rom present
low levels.
4. The money spent on such projects will be new income and as it
moves beck through industry there will be a puliiple sxpsnsion of
nationel income,
£+ It is not the intention of the government to disturb or compete
with private business. Federal spending will be decressed as sgoon
as privete business takes hold, snd a fuller employment of labor and
existing capital facilities is obteined,
8+ With the expected inerssase in nationsl income there nesd be no
worry sbout a continued unbalanced budget becsuse deficits will
dlseppear and the public debt retirement begin.
7« Sufficient controls sre availesble and will be applied to check

. 5 ﬁ
X fﬂ,,’}’g/aff/ 2 in
an unwerrented Hoei. e,
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In order to assure the success of a public works program the follow-
ing features shculd be concentrated upong

1, No fermel commitneét with regerd tc the sbsolute volume of
expenditure or a set time limit should be made st presents These
satters are difficult to determine with sny sseurence of accurscy in
adVance,£2:§a;:€;conamic guestiong our power of prediction is limited,

€4 As a tentative position we should attempt to obtsin large
funds sc that the program can be established upon & besis calling
for large immediate expenditures. The objective being that expendi- G
tures will be expended until employment ig provided for all persons
who are capable end willing to work.

3, Wnile no brief is held for sny perticuler type of worke
projects the progrem as s whole should be approved and carried into
operation with & sminimum of delay., Large and rapid spending is
essential so thet consumer incomes will be incremsed fast enough to
give business a lerge initial and sustained stimulstion in order

2T hur. bﬁYYah/I;\f) PRR O P, Wf“fwdﬂﬂ-—w 3
that it may confidently increase production and employment, Thus,
a cumuletive increase of sales, production, and profits will more
than offget eny curtailment in private investwent that might result
from the possible sdverse effects thet large flotations of govern~
ment securities might have upon the cspitel nerkets.

4, To obtain beneleciel results the {inancing should be ar-

renged to provide funds which would not otherwise be spent. This

means cither the creetion of new money by selling governments to
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commercial banks or the reserve banks, or the giving of velocity
to existing deposite by sales to the holderg of new unutllized check-
ing deposit balances., In other words this program will be an addition
to and not ¢ subtrection from privete investment or spending.

fie o far ass practical the details of the program should be
highly flexible with & large degree of sdminlistrastive discretion to
expand or contract operations ss experience in the future dictates,
The problem of preventing Congress from {ying the administration's
hands by legislative conditions and restrictions is one that will

require careful engineering.

4dmipigiration.

There are thrse categories of the proposed construction program, (e)
direct Fedsrsl expenditures in specified projects, (b) State and munici-
pal prograus with Federal eid, and (¢) privete capital expenditures with
government subsidy, guarsntee, or sponsorship. Without ettempting to digw
cusg the advantepges and dissdvantzges ol szpecific projects there are dif-
ferent types of administretive probleme to be met in each class of the pro-
grax in order to sttein the objectivea proposed above.

(&) Direct Federal., The problem here is to have decentrslizetion

of control gmong the ceveral Federal sgencies which are charged with
the responsibility of carrying ocut the perticular projects which they
are best equipped to handle. A central executive beerd ghould be set
up to coordinste the progrem and to see that the projects are devised
upon 8 bsals that will secomplish the results which are sought, and
later, after the program is inaugursted, to speed up or contract the

various programs as a survey of changing conditions mey dictate,.
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(b) Stste and Municipal, Sc for se the Federsl Government is cone

cerned the approval and the financing of the projects which may be

subnitted by locsl bodiss must be handled with an organization which
iz e ecf
hes the power to meet the vui%gTEypesof problems which 1t will be

e e B

2
confronted with, snd Mghewe o grest deel of discretion inAits final

decisions.
(c) Privete expenditures. Of foremost importance here is to sdopt

policiea which will meke expenditures profitsble. At the moment high
lsbor and other costs are an important fsctor in curtailing private
congtruction, It is politically unfeasible to attenpt to apprecisbly
lower guch costs. Therefore, we must attack the other side of the
pleture by granting subsidies to draw in private capital. MNoreover,
the incentives should be such that s::z:téyxypeu of construction will
be attrsctive to large nurbers of individusls and business entere
priees., Also, the prospect of loss must be small so that lending
institutions will be anxious to place their idle funds in the hands
of borrowers., In summary, the watchsords of the program should be
profit, decentraiizatlon, and use of existing sgencies,
Con f he futur
@ith the revival of privste business sctivity to more normsl levels,
We o Poatead
it mey be that en unwarranted infletion may develops. Wermmet-weli.lipon
/047ﬁ§t:i;§;tary powers gt=oeeeesdwel to nrevent this possibility from becons
s Fwt Avwe Hhcipwitt b et v ConTrali,
ing seriously sctive, Later, we must be on guard to prevent the recurrence
of drastic defletions and depressions, &p;;:géé?tg monetary control would

9\.«..- e L T

agein be the first line of defense. AKowever, we might set up ey a perw

manent public works board which will be able to expand quickly projects
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that have been worked out in sdvence, thue supplementing wmenetsry sctien
; g o more effective

lalpga- s ol + 4y
and Mw effectivey Our taxing power zight aleo be,‘um& to

[

introduce grester glabllity inte our sconomic systei,
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