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1. I t I?: almost the unanl® us opinion ••<!•§ 4<1«1l
ietrftlon officials nnd technicians In \ «hln ten -ho aw
on, or *T9 cooperating-; 1th the fiscal and! Monetary Ad-
visory Board, ttmt there la l i t t l e If ?any prospect for
Tif; rked recovery during; the next t*o

2. The/ also rec f;nl?e the possibility of • down-
turn in business activity before th* end of 1 •• .

1. $ith t aoder*ite Improvement In business the un-
employment s i t u t l o n will not be putoat«:ttl%lly lfferent
froai v'hB t i t i i Mi, '1th no improvement in business! the
number of unemployed - ' i l l increase because of the annual
accretion to the Isbor supply of more tfeftl he If million s
year, ?.rd because of continue technological th

M. Even under fsvorHbl^ eircuaptencec an improve-
ment lj-« busineF? could, in tfet flr«t plMt, bf1 only ffiod-
erate and, in the second place, co Id n-t DP continued
long enough to sustain an |iO billion Income. The laabllitf
of our economy to maintain even %}* rwod.*»st objective of
'SO bill ion 1? 4ue t° the existence of certain fun^essent&l

^ tnents wvlch heve h%9U develop ng. I t 1P more fttti
re ipperent th t P. profound change In our economy has

olsce since the SO'e. ^e h^v^ for the f ir?t tsue-
period in cur history • volume of saving? which at

a hlgfe level of Mitlonal lnoorae Is c^-nsioer? bly in excess
of the profitable outlets for iutfc

5. Some of thf? basic c angei w-ich are p r t ly re-
sponsible for the lower level of ItttilMti activity during
the JO'i are tf

(a) Certain Is-rge Industriee experienced th«
major portion of t r e i r pxpansicn during the H • • •
The^e have no* reached i degree of &at".rity which
ellaiin-tes them as potential outlets for lerge
©mounts of ne*" savings. Though we expect a con-
tinued growth of iiiOFt of theee industries the r^te
of expansion and the abeoiu.e volume of new saving©
they will absorb will be siuoh leafi then i t V©B in
-e K-'s.

(to) 8*sic diff icult ies in certain important
industries w^lch for ipttliil reasons do not provide
nearly so important tH nutlet for capital M they
^ld in prior decades.
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(c) The rfcte of population increase hap been
cut in heIf ftf coar*red -<ith the 20*0,

(d) The virtual cessation of foreign investment
"*hieh in the ?0'e accounted for r "U£hly frou one half
billion to ? billion dollart y- r.

(e) State nnd local boa leu Instead of providing
•• n outlet for savings of nearly a billion AelXari &
ye&r in the 20*® have actually in recent y*$re added
to %tm current volume of tftTiAgl through • n«~ t redac-
tion in outstanding In

(f) Sharply curtailed expenditure on ncn-profit
te building, i . e . , churches, clubs, universities,
In the 20fe the pe accounted for from p half

\llllon tc i billion dollars • f* r and they now are
! • • ! than ?00 million.

T e slscic cr < ted by the over-production of
buildlnw;« vhiA tcok place in the late ?0' F

will not be taken u; for sever* 1 y^ r<* ftt

(b) The trend of technological change over much
of industry in the direction of reduced eaount of
c- l t a l investment r aired per unit of out ut.

(i) The tax structure no* derives a gr**t*r pro-
ortlon of i t s total revenue fro^ tsxes thmt curtai l

conauaptlon than was true In the IQ98. This hag oc-
curred in tie State ?mi loc^i government as «ell M
in tne Federal tax structure.

(J) The serious reduction of certain foreign
a^rJcets for important export crop®, e.g., cotton,
vbeat, tobacco and hog products. The curtailment
of these nr-rfcets Is not ftv* to te«r»orfcry factors.

b. The situation is furtt4er s^^revated by tfcf fact
that tr.ose who have or control tlM M iMI't savings are
definitely ŝorc timid in uncierteklng h«alA#tt risk ventures
moreover, tlM increasing uncertainty, b- th economic, noli t-
ical MM Fccl^l, *•'• ieh Eai characterized t'! e p€;&t decade
has made people aore conservative in expenditure on con-

gootiK and like-'lete In ?/** lnv^tasent of their
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In addition, th*1 tax burden h&« increased e«
r l th tfet £©••, tfettf reducing the net profit i left to the
Investor or businene entrepreneur that h* ean expend as

7. The experience of the United irt'vtes Is not unl^u*
i lth regard to the ehsnged nature of the eccnoay. The
advanced European eoantrl*»ss have experienced the MMN con-
traction of outlets for their saving*. Soar of the a, Mw«

hAv« N^tiai ' l l 1 solved t i ^ i r problese b^ i TI»IF In-
lhaa a l l t)M M I ^ndustri^t of tht pn«t
, I . e . , f'ri^^*?nts. In MM OV th*af all ,

the problen hfte iMtffl rendered Xeĝ - acut« bj lla faat
U;̂ »lr t«?y progress hia? r^^uJted In 1 diversion of • l
portion of potenticl iATiA f̂ b-?ck intc 0

I . As .9. consequence of the 9% b-«ic oranges
faced • i th the ln^Tltablllty of • htm national income

either or both of thf following ba

(&) IIM iayXoywii of auffioient
outlets t.: a b s o rb thi s 1 ¥ i n e s • f a :' • 1 g^ • a t i t n • 1
income, and/or

(b) An Increased proportion of the national
income if? spent on c-nsuaere piitaj thereby reducing:
tfc# voiuae of iiti^ fmdi aai uiaraaaiag the
outlet$ fcr savings.

9. Tttraiag to the i^aedlete gitu/ition there are
nuaercus indlc ?-.tlone thft.t the prospects for fubstanti1

aatiaaal incoi&e in 1999 *»•" 19uo are net

sre only twa eleaaent* in ttee plctur-e which
art Oili h

(a) Inventory reduction h 1 been proceeding
for Rom*s ifionthiR nd a cessation or reversal of this
trend wtmlM be ft stlsiiu:iu?s tc production.

Expenditure on c:.neuaaprs goods h»%
Italttad deeplte tke decline in buftlner« activity.
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n tr.e Otfeer lid* of the picture ar* th*

(#) The urturn which began In 193$
l ie peelT In Pee«*$ber and since tteft ila* the level
of business activity ha« be^n downward.

(b) Mo significant increase in the n^t contr i -
bution to buying paver by the Federal Governawnt
naAer the existing program will occur thi» year
mud i reduction is sr.tici pa • ed. in this f--.urth : u&rt«?r

{c) There Is 111tie b'^if? for the expectation
tfoe.t our export? in 19^9 and 1>̂ O will exceed the
19M l*vel de*v lt^ the increased mHMMlt

i r to h^ve
•• plateau ;n>; then ->nt-& not ieei tc b«? &ny pros-
pect of a further MrtMi Ui f iaN of IMNM
tion.

(©} toe taut 1*1 i n o r c a e * In r.? 1. l road e^
buying tan be eJit i f t lpetei In th* ba l snee of

year.

(f) ffetlf i t l i t t l e prc8|;«ct of &n p
in r-ubllc u t i l i t i e s , ffel pr*»#llt c^p^clty of the
induftry 1?? »dequ«te tc ^*»et the med.& of the
eovs%r| even w\%h • iMtfi te Increase in Hie level
of bu s 1 n^ s 9 ac t iv i ty .

(g) fteepltf the incr^rife In orders for araa-
nts b th d-"s&pgtlc end from *bro.-><!, Ihe beftTj in-

(h) Th«re if n thing in DM y#oe>i»te of the
agricultural ?-itu-tlon to Justify the exp«otstti--"n
ttbat i t elII eupply s etla kiting infu*nce on

ec t iv i ty .

( i } The re i s 1 fur 11 > r p € l i t ! e i 1 f&cto r , n ̂ me1y
tl^re Till probably develop ft strong tendency on
the pmrt ct oertftln §?rc--ipg to forego the

of ljftj'fdi4- IP T-rofitc Sj postponing any
or plan I expaaelon until after thp election.
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10. Kven if there is a so4er- te increase in busi-
ness activity nejct pear t/e unemployment situation will
bt substantially the isme in 19l4O as i t i i now.

In 1937* 35 million persons w@re employed in non-
• gr 1 ouItura.l pu r su 11s. To iy lea• th«n J5 mi11ion tre
so employed. During 19*40 we a hi* 11 b«* doing well if ?e

in reach the volume of employment of 1937*

The non-^s-Tieulturf. 1 working population in lcjhQ
will be -̂ bcut 2 million g r a t e r than in 191? totaling
somewhere between J3 6M 35 »llllon person§. i i shoJld
have fully S million or iaore unesployed in 19^0 (co»-
pmx+4 ^Itb lesr than P million in 19?9).

In addition to this uneaoloyaent situation In non-
&^ricultu al lines, t3r̂  r€ is known to be & surplus l
supply on farm® perhaps fti lf=.rge sg 1.5 aillion working
persons tte t need to shift fmi farming Into induetrl&l
opportunitie e.

In view of the fact %}:• t there is no expectation for
tliftn a moderate rise In national latMi for the next

fifteen aonths, and. in view of the further fact that a
decline in business activity seme time during the next
fifteen months is a possibility, and, ©opt laportant, in
•ie* of the cnvlction that a sustained full recovery 1§
impossible unless action 1« taken to correct basic m

There is general -greasent aaong the persona referred
to foove that a ec?®pr^henslve program of action ghould he
initiated at once, euoh action to oe d^slfî ied to acc

things:

1. Make ISM important contribution toward the
elimination of the basic maladjustttents whieh stand
in the »iy of a eustalned full recovery. Tb-;ugh the
full effect! of this program viH not bn felt for
several y-• r?, i t it vitally important that such a

program be initiated .i;'t once for two

(a.) I t will take a long time before such
a program could be worked out and rut Into effect.

(b) I t i§ important to make clear to the
ublic that thll Administration intends to \m.nh

a further extension of New Deal principle®
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end 1̂1.1 ftd'wpt twa fin res designed to Insure
long-term and sustained prosperity, and that
thi® Adslnl^tration recognises the exi®tenet
of basic aeladju?taents and will take steps
to correct them.

2, A program of lniwdl te action desi^-ned to
insure a substantially increased national incoae
in X$ko and to protect us against a ©harp downturn
In business during the next'fifteen months.

S#SM of the leisures which can be undertaken
to correct basic maladjustment*? can be initiated
. ith sufficient rapidity to r&ise the n&tlonel in-
come in 19J;-0.

If to the Increase In national incoae Um% -ould
result froa ©assures undertaken to correct b&slo
m&ladjustments there bi added the further increases
to tin national income ^blch would result from
specifically designed to incre^pe in 19̂ *0 inv^
Afli expenditures, then an increase In the national
Income of *5 billion or 10 csn be Assured for next

Thf re 11 p%I r« Io b€ g@nert 1 11 gfteaaent in
group nsentloned e'mve Ifaftt Gongres? should net ad-
journ until an adequs te program has been inaugurated
Or, if Congress 1̂  to sdjonni, i t shculo *o so only
1th the distinct under5t«? ding th? t i t would re-

convene fcftor • short vecation prepared to deal wttk
these amjor problems, some of which have been before
uff for e long time.
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1.. I t It fliaoet the unanlacuB opinion >—»| Admin-
is t r tton officials nd techno clans In V*sklmgt«a *ho m
t] roughly loyal I* the Malftlstfmtte*, th t there is
11; t ie tf Mf prospect for mrfctJi recovery terlttg f* e
next t'*c ye;>rs.

T. They also recognize the possibility of i d<"rn-
turn In buslnese activity "befere the tn4 of

J. The r Kult of fne 19^0 election la
for the history of tbl? country and possibly for th« world
thi t *» believe tte. t we cannot possibly afford t« run
the r 1 ttk of go 1 ng 1 n to the 19*4-0 ele c 11 o n «1 th bu • 1 ne * a
l i t t l e batter than It \s now ? nd amybe vorse*

M-. The flakes are so great th& t we believe wt should
u every possible step to ssrurp -? substantially In-

creased n tlon&l Income In ^

PfF • of recovery, If enacted In t^ls
of Gong.r^s'?, •«] 'be successful In Uili objective; If I t
i i not enacted by Cong-re8* i t ^111 provide i pi*'tfor®
oa «hl«3a tine 19̂ -0 eltttlon tarn be fought.
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The Fiac&l and Monetary Advisory Board h&n been udviaed by
the experts of the treasury, Federal ^eserve Board «nd
national ^•eoureen Committee

1. The 193$ national income la esti&eted at {6? b i l -
l ion. For the e; lend* r year 1939 1* !• ef?tia*ted that
the n&tional Ineoint wi l l be between #65 ana, ffe b i l l i o n .

A national Income of sround ISO b i l l i on :

a, would provide substantial reduction of
unemployment.

b. *ould provide Federal revenues suff icient to
balance vh» current I t v t l of tMdl «%penditure« on
the baalp of the exit ting tp.x gtructure.

3. An income of 190 b i l l i on or more 1© r tialnable through
fu l l u t i l i sa t ion of our tmn power, plant and equlpaMsnt,
technology &n& natural resources, assuming the e l ia inat ion
of *om iaport&nt bottlenecfeg.

4. Also It le iaportsnt for Federal f i sca l policy to
take Into account:

a. oh&nges in the volume of the outstanding
debt of c ta t e &n& local governaentt and cbr ngea
in the volume and character of their dit

receipts.

b. cimnges in the voluae of ceipit»l expenditure a
being undertaken by prlv«te tnterrrlse*

e. the fact that available supply of credit la
ao great that present &n& prospective Federal
borrowing wi l l not create & shortage of credit
avi i lable ftt re":«ona,ble re tat for private enterprlee

In pursuit of th« objective of attaining * higher national
Income we s*tke the following recoaaiendatiens « ith respect to
f iscal policy for the next f i sca l year:

1. If taxes are to be Increased, those st leottd ahould
be such as Interfere least *ith add i t tons to / the aggre-
gate incoa&e of the African people. fh#se^¥tfong others,
f,£f JL, estate taxes, g i f t t^xes, lo^erln^tax; 'entesartions
^•^ificoae' r i ses , higher incoaa tax on al^dle brackets.

2. e advice &> in? t. new taxes which operate to reduce
tubaWsntl&lly con§u»er purchasing cower. Theta, rmong
^thar®, are: proeeaeing ts,3res, mj.lG® laj»gf l u t i on
payrolls, excise taxes.
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3. The Board notes vltti -oval the pr typed chr-ngee
*n the Nftdgtt presentat ion and recomaenis that the

riaoiplee eabodle4 in these change* be extended *>e
tAl as feasible.

Tor the p m y a a of adding to the nat ional i n -
next year, and of preventing what oroalsee to

oe I serious bet Iaaa+k 1thin the next ye&r or
no, notion should be talc^a to i l

could be i'urtiser stimil^ted hj addi-
tional governM^nt gctlvitipn financed through
••If filiiiitilg r̂vexTiSient cor pore t ions. A

on nuch Activities will b<* It* ter

J, l a cDfapr^h^nsSvf earrejr at e ..arted »i ta the
vie* of laawdlatelf a t t t l a i up axi i laar f to obtain &
nece*B^ry aatailti information »lth re«reot to the
current receipts end eipeaa'Hwe of i-tate, local and

«dainlr»tr&tiv# bodlta mA to a^aaftai in the
and mske-ur- of tfibi ir outstanding debt.

6, | |»f»a§»iate should be ^^de at once ttHit uld
:?os-8lbl£ engineering ^nd legal nlnnning of tarlaai rub-
l i e vflrke which f*jid b#̂  ̂ v^lleble for laioediste pfoaa<a
ion iten required to f iv i laaytaaad flax 1MXIIf la the

timing of public expenditures «.nd increfteed assurance
cf YAIUA rod u t i l i t y of the expenditure l t«el f .

: he *e arVMfaaaats are aaaa needed n^t only
of the current j$&#**l*«<ie of federal , State &nd l o c a l
public *rorks and r e l i e f ':^>&%&*m§, M l evc*n sore « s -

latallf aaaaste of the exteaalve reajneaaeat pi<agri
ing undert»ken, fo Mka eeptall ttMst th» rearn*«*ent

projgfrfta sha l l not o^ conUmif»>1 as S device to reduce
une»ployai«nt or to stiuail&te buslne^e a c t i v i t y , I t i s
e seen t ie l to feavt such plaae p#pfeate4l &e t-111 peralt
a r e a l j t ransfer Of eaploysrnt fro* &ra*#-..*ent Indue t r i e s
into n«"ede«; '-rcducUv«» public and pr ivate vorfce ;-roJecte
as toon flfl peek ec t l v i t y in the ar%A»ent - ; r o . n s ' ' l i MI
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