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Come Thoughts on the idministration's Progream

1., Choosing betwesen Public Works &nd Relief for the
yeers immediately shead of us is no mere problem in logic or
scononics,

The deelesive factors csn not be sueh ephemersl und
relatively ainor things as the exigencies of this or next year's
aarket for Goverument securities, the scule of Federal taxaution,
the present price or wage level, or the exact linmits of private
initietive.

Wisdom enough to ueke such & choice can pot be foumd
without eutting to the depths &t which lie suech besiec considera~
tione &8s the effect which the continuance of wholesale relief
would have on the work habits and hopes of our vhole people.
Where would three, {ive or ten years of & dole systeam, dirsctly
affeeting & third of the population, lesve us? The whole atmos-
phere of relief is one of defeut and of sbandoned hopes The
very flavor of work is effort end faith in the future, Compared

with such monumentel considerations ss these, many of the things

which we have been discussing are trivisl details, snd the clerity

of our thought should not be obscured by thea,

2. The choice ic not between two things, sherply dis-

tinet like black snd white, but is szmong nuny things, sach shading
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into the other, We shall not do one thing to the exclusion of
21l else - the cuestion is which ones we shell stress, Stated
g0, the probleam is:

a (&) ©Ohell we stress relief, reduced to the wini-
mua, weliting for the corner thet prosperity is behind,

(b) Shall we stress some such publie works pro-
gram ap the Hopkines document outlines, details to be
worked out end imperfections corrected.

(¢) ©Shzll we stress direct grents of bonuses to
privete industry, public works being kept &t & ainiaus
end relief continued on about the present scale.

(@) Ehall we stress glant projects which must
be executed some time, &énd which only the nation is=
big enough to swing, the cuestion of self-liculdation
being ignored, I instance {lood control of the whole
Hiesiseippl Valley and slua clearsnce ay saaples of
vhat thinking in these terus would turn wp.

3+ The decision whether to have & public works pro-

gram should not be made on the basis of how good & progrem we
can now state. Enough good projects on which to begin should
be deemed sufficient, coupled with some faith that more time,
experience and thought will develop other good projects in
sbundance, The thing should not stznd or fall on whether we
can, before Junuery 1, state & complete prograa on which we
will be willing to stend or fall, Indeed, a planning section
to develop good nrojects for the second and later years should

be a psrt of the progran,

In this conunection we might consider doing the following:

{(2) ‘nnounce explicitly and without tise limit
that publie works #ill be expanded wmtil &1l eaploy-
s«bles are eaployed, aend continued &5 long ¢s necessary
to provide them with employaent;
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(b) innownce the smount to be spent the first
year snd leave the smownts for later years o be dew
veloped by the planning section in the light of added
experience and of the conditions then existing,

0f cowrse, the foregolng has objectlions, but so does sny
other proposal that anybody cen make. Ae to any proposal, we are
of necessity dealing with rsuges of conflicting sdvantagee and
dipadventages,

4, Vhy use 5% in testing self-licuidation? Two per
cent would provide at least five-yeer money, end what long and
short time conslderations can be urged sgainst finsncing with
five-yeer notes that are as laporitent as having work ve, relief?
If 2% is fessible, then the pletwrs of the degree of self-
liguidation for the President would be quite different from
the one he has head.

5¢ Discussion to date hae assumed that the projects
proposed would be interest free for the full term. Why this
assumption? Ouppose instead we snid to & city, "We will take
your bonde beering 4% interest, which interest will not be pay-
able now but will be payable &z scon &g these bonds can be sold
in the merket on the 4% basis®, or whatever was ths normal mar-
ket for that city'es bonds, & restoration of the asrket for
awicipels would pey the Governament out completely., When we
talk of 55 end 60 yeir periods, this thing is much more than a
possibility, end substentially slters the pictwre we have hud

of the degree to which these projects are self-llcuideting.
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It scems wareasonable to assume, a8 we apparently have, thet
the market for mumicipals will not be restored at any time
during these thirty~-five to sixty year periocds.

6+ Why do we require self-liguidation anyhow? Has
that been thought through? Ang what is really the substantisl
objection to a project that is only thirty per cent self-
ligquidsted? I think we should try to analysze and answer thece
questions, and, for my own part, I think it would be wiser for
us to teke the broader view snd think in terme of prejects for
the Federul Jovernment which it is urgent that they be carried
out sometime and which only the nation ss o whole is big encugh
to carry out,

Finally, and in general, I think we should bear in nmind
that the Tressury's responsibilities in this malier are not merely
the negative ones of a eritic, but the positive ones c¢f an iaveator.
Horeover, snd more important, its pert is to contribute not merely
the techniques of finance but alsc statesmanship at once aagacious‘

and couragecus. : » a4\
/ /) /‘; A
. l/ L 1]
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Hovesber 13, 1934.

Before making commente on 2 tuilding program I shall take for
gronted certain asswmpiions in which I do not fully concur, but
which are more or less necessary to male in order %o arrive at the
bagis for & large bullding program.

(1) That in order to overcome the depression it is essential
to very greatly insrease the smount of building.

(2) 7hat private business and local goveraments are unsble
to sccomplish this, even though assisted by proper economic policies
ia regard to industrisl codes and wages.

(8) That it is of resl economic benefit for the Federal
government o pul money into & building program.

1 ehall also malce certain assumptiions in regard to the
character of this building:

(1) 7Thet taxes should not be much inereased during the coming
year mad thet the program should be carried on with the least possible
wadgetary defiodt.

(2) That 1% should act ss & stimalant rather than a retardation
of private aad sunieipal building.

(3) That it should as 1little as possidble interfere with
private eaterprise ia other lines and business.
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I suggest firet -~ that carefully planned inmerease in
direct Pederal projects be scattered at different points of the
country where unemployment is greatest.

Second - that a very cerefully devised system of bonuses,
not in execess of 207 of the eost,be used to encourage local and
state building of various natures, =nd extension of this into
the reilroad field and possidly the home building field on a

Third - this scheme should be accomplished bty the additionsl
inoentive of low cost. All Pederal work should be done at lower
than the going wages so thet private industry will not be dis-
turbed in employment relations and government money saved, and there
should be a general downward revision of wage scales of those in the
building industry on the expectation of more work.

The maximum expenditure for direct relief and for this pro-
gram should not exesed two billions of dollars, but that the R¥FC
may be permitted to losn a billion dollars additionsl if setisfied
with the security.

The administration will not be expected to expend this
full amount, but should spend with very careful consideration %o
business conditions ouly what seems sssential from a relief and
business viewpoin$. All payments for direct relief should be
matched by 2 like payment from the state to which the money goes.
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Rovember 16, 1934,

HEMORANDUM:
0 THE SECRETARY
FROM WR. PCCLES

I am enclosing herowith & memorandun outlining in a
general way some of my idess covering the Public Works pro-
grame I had intended to hand this to you pergonally before
you left, bubt you got sway before I was able to see yous On
account of the pressure of other work, I have not been able
to devots the time and study to this subject which 1%t reguires
and which I should have liked to have given to it.

I hope you will have a pleasant trip and a much de-
served rest.

I will either send to you or hsve for rou when you
get back & momorandum fully outlining criticisms of the Hous~
ing Administrstion and recosmendutions for its improvement.




This memorandum will be confined to & discussion of certein aspects
of the particulsr projects which might tentatively be incorperated in the
public works program.

Direct Federal

Direct governmentsal expenditures on public works are cspsble of being
carried out with a minimum of delay and upon & ecale which will give a
large impeiua te the caplital geods industries snd indirectly incresse in-
cones throughout the whole economy, The funde should be used for projects
which are useful and socislly desirsble, but which sre non-competitive
with private business. It is understood that various governmentazl agencies
have made surveys of possible projects end have detalled figures upon the
smounts that cen be efficiently epent in the near future.

The total volume of spending im direct Federal projects might be ten-
tatively set ut one and one-half billions for the next year, in sddition
te the present appropristions.

(e) Highways, In thiz field there are well equipped agencies, both

State end Federsl, thsi have numerous projects in the offing which

could be quickly started if funde were available. As & matter of

fact, the most successful pert of the publie works program to date

in putting out money repidly has been the work of the highway division.

(b) Eliminstior This i8 & highly desirable type

of publie expenditure both tov stlmulate business and to increase
public safety. While rallroazds would benefit from such a program,
the public interest is so lerge that the government should properly

pay the total costss The railroads could not make expenditures at
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present without rale increasses, which would nmullify the benefits

of the spending. Complete plsns, cost estinales, etc., have slready
been mede sc the work could proceed rapldly under asupervision of
engiaeering departmenta of 1hs rallrouds with the direclion snd ap-
proval of the Juresu of Publle loads. If high speed tralng are to
be used more in the futurs grade oroselug ollmination will susume

graster luportancs.

The possibilities ghould be thorough-
ly exjzlored although there may be difficultles in actually getiing
projacts slarted in the imnediate fuiure.

()

well be exiended to employ larger nucbers of men.

This highly beneficial work wight

Thasoe ere nerely suggestlons and in no sense ere sn exhsustive list
of &ll possibls projects. Other proposels ghould be currently subsitied
by the F.W.A. for consideration, mecompenied by sppropriste details on
engineering Jeasibiliity. In other wondls, the program should be kept ss
flexibls a3 poselble o that it ean be ewpanded or contracted as need
srised,

State sud Kunicipale

Up to the praesent the public works allocations to Stete and municl-
palities have been dramm down very slowly; and this has been one of the
mest disappointing features of the public works program. However, the
public works administraiion hns been faced with reny orgenizstion end
legisletive difficulties., OSoume of these have been ironed out sud if the
program wers now set up on & more liberal bmegis there would be prospects
of wore effective resulits. An additionsl two billiom should be approe
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priated to the P, W.A. for loans aend grants. Alsoc, the R,F.C, should be
required to set sside eanother 500 milllen dollars for the purpose of
purchesing bonde received by the P.W.h.

(2)

are vitel to provide & grester incentive for municipal and State

Larger grents

borrowing, This grant should be & minimum of 40% én all csses, with

disoretion in the hends of the Administrstor to incresase the pere

centage of grant to losn for communities which are in need of publie
coustruction but do not have the legel power to borrow. Provided,
however, that the limitestion on borrowing wes in the law at the time
the bill was passed snd not subsequently.

The bondz for the remeinder should be taken by the Public Works Ad-
ministretion on a 4% basis so thet 1T the muniecipality's credit ia good
they would first seck privaete capital markets to Flost their securities.
Also, the Public Works Administration could sell the bonds which they so
scyuired later, provided we experience a period of falling interest rates
snd business recovery improves the credit position of certain comsunities
which have borrowed from the F.W.4,

Losns also might be granted upon the sgelgnmsnt of delinuuent taxes
in a percentage to be determined by the Administrator.

In order to facilitate rapid spending certsin mandatory features
should be inecluded in the losns snd grénts nade by the Public Works Admin-
istration., Applications for spproval should be hendled within as short
a time as 18 reasonsble, A condition of allocstion should be the require-
ment that contracts will be let upon a basis which calls for completion
by the end of 1936, with heavy penaltial on the contractor for non-ful=~
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fillments However, exceptions zight be allowed by the Adwministrator if
there appears to be insufficient projects that can be completed on thet
basis or where efficient construction is impossible. In such cases a
relatively high minimum monthly expenditure should be required.

Certein lsbor and wege restrictions in the present law should be re-
woved, Permission should be given to pay wages st 10 to 20% less then the
stendard rates for similar types in the loemlities in question. In order

- to prevent contraecters driving down wsge scaleg to sbnormally low levels,
there might be some discrstion sllowed the Administrator in dealing with
wege and hour standerds in reglons where there is no well orgsnized laber
merket at present,

In order to avold excessive price incresses on business materials
and supplies it would be well to remove the present production restrictions
and price controls which have been built up under the N.R.As If this were
done, competition might be expected to keep prices from rising to aboormel
levels, in es much a8 we have excess cepacity in meny of the building supply
industries.

(b) Schools, More thought might be given to the problem of inerease

ing school facilities in certein regicas. There is no reason why the

advantages of education should not be given on & nation-wide basis
and the Federal Government grant sizsble asmounts to school districts
in order to provide better educational facilities to its citizens,.

(¢) Low cost housing, This is & field in which there are great dif=-

ficulties in meking much progrese in a short length of time and I do

net think it offers very good prospects esg & recovery messures, The

Federal Government perhaps could give & bonus for the cost of demoli-
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tion of glum areas provided projects are started by municipalities

or privete corporations and individusls which meet the approval of the

Adeministrator. In addition, any such projects would be eligible to

receive the 208 subsidy which will be discussed below under private

eongtruction,
Privete Construction.

(a) Begidentisl, If & subsidy of 20% of the cost were given on resi-

dential modernization end new construction it is likely that a con-

siderable amount of private residentisl bullding would be forthcoming.

This subsidy should be hendled through the Federal Housing Administra-

tion which has & nation-wide orgenisation which could successfully

determine bonus paymenis thus avoiding duplication of Federal agencies,

Bural modernization and construction might be hendled through advences

fade by the Farm Credit Administretion, asnd also this sgency could

determine snd distribute the subsidy.

The subsidy would be allowed only on building which is started after
passage of the legislation and complsted by the end of 1858, One billion
dollars might be ap;ropriated for this purpose which if fully teken up would
wean & total of flve billions spent for modernizetion and construction,

To make the campaign more effective 1t would be desirable to attempt
to get & union agreement to tske & 10§ cut in wages for the period of the
gubsidy on ell constiuvetion of all types of housing facilities. This con-
csssion on the part of lsbor would be in considerastion for the fuller em-
ployment thst will arise through an incresse in building activity, If it
ie deemed unwise to attempt to get en agreement celling for reduction at
least the government should receive & guarsntee from union lesders that
there will Ee no increage in wapeg during this periocd.
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Attached iz a schedule of comparative wages of skilled building
operatives in Coreign countries in relation o0 thosein the United States.
This brings out atrikingly the pressing need for & revision downward of
union retes for buillding workers in this countrye.

(b) Burel elegtrification. In this progream s meximum cost per custom~

er for installation should be esteblished wiih the goverament supply-

ing the rest of the cost with a subsidy of not to exceed 40% of the
total cost. This would be an egquitable method of desling with in-
dividual rursl congumers. Arrengements should be made whereby the cost
of installatior which ig borne by the consumer may be paid off at low

interest over a period of ¥ yeurs,

The prograu as outlined sbove calle for a total Federsl outlay of 4
billion dollers. ZShe 500 millions of R.F.C. funds would be self-liguidsie
ing as the bonds received are paild off or solds It is difficult Yo deter-
mine in advance how much of the 2 billions of PJW.A. funds would be in the
form of loans, # conservative sstimete might be 500 millions. Thus, §
billions would not be self«liquidating in any sense, However, the subaidy
idea should bring out & private capital expenditure of st lesst 4 or 5 billions
more, thus bringing the total expenditures on conatruction Lo somewhere spprosch-
ing the normal congtruction figures. Attached iz & schedule showing construction

exgenditures of sll classes by the yesr since 1925,
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Inglaad Zrsacs Lermay
Carpenters 40,15 28.2¢ 43¢
Painters 8. 8.8 40
Steaafitiers 40,13 57. 48
Stesnfitiers Helpers 20.5 3s. g9
Plaabers 40,18 37. 48
Plumbers Helpers 8.5 2%, 58
Building Helpers 28,8 ) 6

The sbove wages are only oslightly higher then the hourly
wages of skilled factory workers in ithe respective countries.

In vivid coatrast, ihe differentisls are much greater in
the United States., Comparsble wages in the above {rades are from
£1.20 to §1.86 per hour, shile skilled industrial workers recelve

G8¢ to 90§ per hour.

Source of Datas ﬁmrandu#tu H.0.L.Co by C. . Woolley, London,
Jnly 1?’ HMQ
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November 15, 1934

To: Secretary lorgenthau
Proms lr, Hoas

Subject: Meeting at Mr. Coolidge's home, November 13, 1984,

—

Present: Messrs, Coolidge, Zoeles, Gaston, Bell,
Viner, and Haas.
Statements prepared by Mr, Oliphant, Mr, Coolidge, snd
Mr, kchi were read, Coples of the first two papers are attached.
¥r, Eceles had not completed his statement but expects to have a
finished draft for you on Friday.
A suwmary of agreements reached, ete, are atiached,

{Attachments 3)
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1, Objective to get people to work and establish a normal level
of employment.,

2. A fiveeyear progranm should not be announced., Upper limit of
expenditure should be included in snnual budget without positive esti-
mates beyond one year,

3. Agreement should be had with labor (a) that wage rates on
Federal, state, and local government projects should be less than that
paid by private industry in order to prevent government competition
with private industry; (b) labor should also agree not to raise wages
during period vhen large govermment expenditures for construction are
being made.

There was considerable discussion regarding the gquestions of
reducing construction costs and wages and means of providing for ex-
penditures by local govermments which are now in financial difficulties, eto,

4. Projects should not be self-liguidating to the Treasury.
Self-liquidating projects would compete with private industry,.

5. There should be three classes or types of expenditures:

(a) Private construction to be stimulated by a bonus large
enough to induce repid expansion of private construchtion,

(b) State and loeal govermment expendibures - to be stimmlated
by & bonus sufficlently large te induce rapid expenditure,

(o) Federal - construction projects vhich serve a very useful
purpose which would not be undertaken by private industry - a direct
Federal expenditure not self-liquidating,
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Top limit of expenditures:

Mr, Zocless no limit in prineiple - however, he recoBnized that
funds would have to be appropriated in definite amount for any fiscal
year, The objective he felt should be to spend as mich as can be done
soundly and eificiently, which would probably be between four or five
bijlions within the year, depending upon tho amount of totally paidefor
Federal projects and the amount of private and municipal projects
induced by subsidies,

lir, Belly limit amount - budget must show a substentially
improved position over current year < this determining upper limit of
amount to be expended preferably for direct relief and obligations for
public wrks carried over from 1935,

Mr, Viner: limit smount - budget must show improved position
over 1934 - this determining upper limit of amount %o be expended for
congtruction, Presidemt should be given power to take care of any
necessary inecrease in relief expenditures, and should be given power to
levy a diseretionary sales tax to prevent budget from getting out of
control.

Mr, Gaston: limit amount -~ defieit 3} billion dollars plus
recoverables; not in full agreement with Ho. 3.

Hr, Coolidge: limit amount - deficit § billiom - not more than
2 billion in relief and comstruction bonuses, one billion for recoverable

loans,.
Mr, Hasgs Until some one has had time to smalyze this whole

+to

progran in detail about all I can do is/agree to the objective., How,
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for emample, is the bonus to private industry %o be removed without
eausing a severe reaction, Will bullding material prices advance,
tending to counteract the bonus, or necessitate an increase in the
bonus? Or are material prices to be controlled, ste.?

Unless the plan and all its rasifications have been carefully
enalysed the government may find itself with a "bull by the tall."”
On the other hand, a carefully worked out plan may be operated success-
fully and without particular hagard to govermment finances, MNr, Fecles
is now working out a detailed plan,
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