June 15, 1939.

Honorable Henry Morgenthau, Jr.,
Secretary of the Treasury,
Weshington, D. C.

Desr Mr. Secretary:

To complete your set of memorandas I am en-
closing & copy of the statement on o0ld age security
I left with the President. I should very much appre-
ciate it if you could give this statement some study
as T am thoroughly convinced that a nationsl old age
pension progream is inevitable and that my feers re-
garding the adverse effects of the pending benefit
amendments will be amply borne out by the middle of
next year. '

I should also appreciate your sending me a
complete copy of the meterial presented yesterday to
the President by the Fiscal Board.

Sincerely,

¥. S. Eceles,
Chairman.
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June 13, 1939.

sound. It is operating as agimtem'm dui@oatatiumn
iz a surfeit of saving; it is decrsusing consumption when we have in-
adequate consumer buying power. It would be appropriate to & capitale-
poor country where & curtailment of consumption was necesssry in order
t0 divert more resources intoc the meking of plant and eguipment. It has
no possible economic justification, however, in our capitel-rich, con-
sunption~poor economy.

2. The old age insurance DGR s is nullifying Tecovery
mﬁotm Administration. By the end of this yesar mearly $2 billion
ated in the Pund w have been vith&rmfmmasmﬁon. Hence,

tht ctfm of nsarly $2 billion of deficit spending will heve been come
pletely offset. Even under pending amendments amother ome-half billiom
dollars will be added o the Fund in 1940.

The stimuletion of consumption i e .“ 15 wanping in ;ewlarity.
field of old =ge pensions offers the most fessible avemue for inereasing
consumpbion relative to income. Ve heve closed this avemue and our old
age program is intensifying rather than easing our basic problem.

“ 58 g n  BEES in }JAMG m 1:’__‘ te & {31 af Qm
age pensions 1 sainde ei & DL m Gl senere mms.
Through the at t on of con mn, m"‘" has been able to sustain

a high level of aetivity with 1&59 capital expenditures than formerly.

5e Tho m 0 ) is politically
mlmmble, The Federal Govermment is eallecting Mavy taxes for old

Ety and ns only disbursemenis have been through the separate
mu assistance systems. The reel demand in this country is for old
age pensions for the existing aged population, ratber than for old age
insurance for the gainfully employed in certain occupations. A comtribu-
tory system will never be allowed %o develop unless the sged amd the
people in uncovered occupations, ineluding sgriculture, ars adeguately
cared for.

Sendmeits ste wmbellovebly complicetod, edmisisiratively inpossibls,
m in operation will mais:a the old age imumm program terrifically
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unpopular. They will merely result in payments to & relatively few

people who can qualify on more or less erbitrary and accidental grounds.

To those who can gqualify, the payments will in many cases be hundreds of
times in excess of taxes paid. Others will have paid taxes dbub, for veriows
reasons, which will appsar completely srbitrary to the individuals concerned,
they will not gualify. It is ® sOnservetive estimete that during the next
few years not less than 50 to 100 thousand persomns who pay taxes will be dis-
qualified eech year from receiving benefits by certain arbitrary provisions.
These exclusions will be concentrated on the groups least esble o bear thenm,
such ss employses in the low wage areas of the South, in regioms of heavy
unegiployment, and in aress where the charscter of the industries is such
that rates of sickness and disability ere above normal. Thirty-one per cent
of the women in covered occupations will pay taxes and yet will not be able o
gqualify for benefits. IEvery Congressman will heve in his district substan-
tial numbers of persoms or survivors, or dependents of persons who have re-
ceived more wages and paid more texes than some persons or surviwers who
have received benefits but find themselves nevertheless disgualified. 1In
other words, pending benefit smendments, instead of making the old age in-
surence program lesspolitically vulmersble, will, by the middle of 1940,

meke it more vulperable to atisck.

groutly bm&du tha mm ut the existing old agc asaistance program,
would preserve regiomal differentials in payments, would permit the con-
tridutory systen to evolve naturslly, would contribute epormously to the
growth in consumption, and yet would not enmbsil eny more federsl and siate
appropriations than are now being mads.

& i o DT Ta politically feasible.
In the Gallup poll reported Feb » 2
they "believed in Govermment old age pmions‘ Iar pensions of sl.o a
month for a single person and 360 for a couple, 87 percent signified their
willingness "io pay s ssles tax oy an income tex in order to provide such
pensions®. In the Gallup poll reported on April 21, 1939, in answer to
the question, "Do you think Federsl spending should be reduced by 10
percent on 0ld age pensions"] 86 percent replied, "Eo." In the Fortune
poll, reported im April 1939, a substantisl majority of the people who
believed thet the President "is essential® approved of larger pemsions,
whereas a substentiel majority of the people who coupletely disapproved of
the President were opposed to larger pensioms. By ecomomic groups, 63
percent of the poor favored lerger pensions. The Fortune comment on this
poll was to the effect that "more libersl pension legislation would
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apparently be not only popular but politically expedient for the Adminis-
tration.”

old people, it ia but & qmtiw uf tim hef‘ara awh & gmgm will be
initiated. In that cese it mey happen thet this Administration which has
the intereats of the lowest third of the populztion st heart and which
hais blazed the way for the adoption of security in old age as & national
policy will be blamed for collecting billions in texes for old age in-
surance while a subsequent sdministrstion will receive credit for adopting
an effective old-sge program with little, if eny, additionel cost to the
Govermment.
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THE SECRETARY OF THE TREASURY
WASHINGTON

June 23, 1939

Dear Marriner:

Thank you for a copy of the statement on old age
security which you left with the President. I have read
it with interest but confess my position on the matter
remains substantially the seme. However, the subject of
social security is in no sense a closed issue with me and
I shall be glad to discuss the matter further with you in
the hope that our differences in opinion may be resolved.

There is enclosed a complete copy of the material
presented to the President by the Fiscal and lonetary
Advisory Board on June 14, 1939.

O

Sincerely,

AN

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

of the Federal Reserve System,
Washington, D. C.

Enclosure

C
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