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RXF.CUI'IVE SESSION - CONFPIDENTIAL

O MAINTAIN THR CRRDIT OF THE UNITED STATES
GOVERNMENT

SATURD! ¢, MARCH 1%, 1933.
UNITED STATES SEAATE,
COMMITTER ON FINANCE,
WASHINGTON, D, C.

The committee met at 10 o'clock a.m., pursuart to ad-
Journment on yeaterday, in its hearing room in the Senate
Ofrfice bullding, Senator Pat Harrison presiding.

JHESENT3 Senators Farrison (Chairman), King, Georcge,
Nalsn, Rarkley, “onnally, Gore, Beiley, Clark, McAdoo, L
Loneryan, Reed, Couzens, Metcalf and La Follette.

The “hairman. 3Several members of the committee have
arked me Eo racord them es being present, and I am sure they
will te here in a few minutes, so we will proceed with the

hoerinc. The committee will come to order., We will follow

a i -

the same lines as on yesterday, hearirg these gentlemen brief-

ly this norning. And I want to say that they have shown a
vary fine apirit of cooperation. They are going to be brief,
end the committce will -pp?eoiate brevity because we want to
FO Into & conalderation of this bill, in executive session,
as s0on ns the leearings are closed.

‘Te com-ittesr will now hoar lr, Oreen, of thsa Arerican

sedaration of “.abor, Le 18 outsicde and the clerk wil) -a'

him in,

. . LR}

B
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0 into a conesideration of this bill, in executive session, (,?
as sooun ns the hearings area closed, % 5
e committee will now hear Nr, Oreen, of the Amerisan
tecderatton of Lator, lie 18 outside and the clerk will call fg
him in, A
Sanator tonnally. Xr, Chairman, eare you going to limit
hin?

Tre “Lairnan. 11 who are %o appear will be limited,
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“p, urnon, you may Lave e seat and proceed.

CPAT.BAT OP WILLTAN GRERN, PRESIDENT,
A'ERICAN FRCERATION OP LABOR, WASHING-

———

r, Green, Mr. C.airmen and members of the committee: I .
~am- over this morning to Just briefly present to you what I em
sure is the heart and mind and judgment of lsbor regarding the é
oroposal which you are considering, to depress the wages of

Govermrent employes still furtCar.

[N G

1 appreciate tha® :ese are very trying times, that we nro?

facing & grave emergency, tut I am confident it is neither the ;

doaire nor the purpose of members of Congress to take such sc- %
tion st any time as would seem to add to our diffioulties. ?

Trure are, &s you well knowe, almost 13 millioca unemployed i
people in the United States, totally unemployed. There mast hog

edded to that number perraps 8 or 10 million more partially

unenployed.

Now, we may be very certain that we can never bring 3hose i
unerployed pesople back ints active sorvice until thepe s sivm%~
%o all classes an opportunity to buy end consume goods, i

1t is inconceivable :ret improvement in sconomioc condie- .
tiors car te brought about by rurtho} depresring the very lime
fted buying-power of the poople. That very limited bnying-povél
e of the people exists at the ptesent time, ana it seexs to me

“hat conditPon will be accentuated if this proposed 15 per cent

reduction in wares !s %o e imposed upon poverrment emyMoyes.

CAsirtem g Y VYeap mmea *Yar 't eruld raln Ty



! apprecinte tha® trese are very trying times, that we m
facinpg a grave emeargency, tut I erm oconfident it is nolthor'tbo f
Aeatra ner “he purpose of members of Congress to take such age
tion et any time as would seem to add to our difficulties, |

Trnere are, as you well nmow, almost 13 million unemployed %
people in the United States, totally uneaployed. There must bog

added %0 that number pertars 8 or 10 million more partially )

ureriployed.
Now, wa may be very certain that we can never bring those :
unemployed people back intec active service until thete is zlnné
to 8ll classen an opportunity to buy and consume goods. |
It is inronceivable trat improvement in econuitic comile
tiors can e brouyht about by mrtho;‘ depressing the very iime-
ited buyirn, -power of the people. That very limifed bnylug-pwé
er of the people oxiah at the ppesant time, and it seems to lo
trhat conditPon will be accentuated $f this proposed 15 per cent
reduction in wages is %0 be imposed upon government empMoyes.
1 fear that the country .mld loso more than it would gain by
any such action.
An ] stated in a conversation I held with the Presidest

on yesterday, 1 sincerely hope we tan find ways and means by
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which we osn reduce government expenses without striking at thé
"

wage structure. .

I understand perfectly well thre qooooaity for finding jfi
ways and means through which we can reduce government expenses, !
but 125 million dollars teken from the buying-power of govern-:
pent erployes will in my opinion lnjvnimcaic conditions to t
far yrenior extent thad it could possibly do good to the é |
govermment, é g

Now, gentleren of the committee, I feel it my duty to '
come and tell you that this morning, because, as it seems to )
e, you would like to know the hesrt and mind of lador at the E

present time. :

Senator iarkley. MUr. Green, you realige that this pre¢- i -
posed 15 per cent ;oductlon neans a maximum, 40 you got?

Ur, Oreens Yes, sir; but you understand «-

Senator Barkley (Contimuing). 4And that {t includes the
8-2/3 per cent represented by the cut which has slgeady been
made,

Mr, Jdreen. Yes, sir; dut ««

Senator Barkley(Contimuing). So that it is & net recdue- ;
tion ;;\lesa than 7 per cent,

I'r. Ureon., Something between 6 and T per cent.

Senntor Barkley. A little over 6 par cent below what



NOW, pFONTieren Ol L0 CONMALLU®S, i JO0L 1y Ny GULY %O -
corme and tell you that this morning, bessuse, es i_b seens to
me, you would like to know the heart and mind 6f 1063r et the
preasant time.

Senator Jarkley. Nr, Oreen, you realige that this pro-
posed 15 per cent ::ocncucn neans @ maximum, do you :?ot?

“r. Oreen: Yes, sir; but you understend «-

Senator tarkley (Continuing). And that it imcludes the
8-2/3 per cent repri.iented by the out which has algyeady been
mado,

¥r, Greon, Yes, 8ir; dbul -

Senator Barkley(Continuing). 3o that it is a net reduee

tiorn of less than 7 per cent,

}re Green. Something between 6 and 7 per cent.
Senator Barkley. A little over 6 per cent below what

the Government e-ployes sre now receiving, -
Mr, Ureen, Yes; but the trouble with thut is this: That
it will not only depress the buying-powsr to that extent, dut,
in eddition, will enrourage employors in privete induatry to ‘
cut wages atn} furthsr, and insteed of yowr moving forward

e
we w111 simply be moving beck again. PFurthermore 1 feel quite
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sure that we all nndorctnnd what is mcant by the rcorguai:alicL
plan that 1s bound to follow, that there 1% be a very llrgn ‘
number of dlamioaulo from the Federal service, becsuse I ennnot
concelive of any reorsenigation plan that will not so result. |
Miat will mean an addition to the army of unemployed.

; want you gentlemen to nndoratnnd thtt I em apeaking in
a sympathetic tone, because 1 tpprocin%o tbo dlttlcultloa ot
the Presidont and of the nation. I want to be helpful in
evory way 1 can, But T cannot see where economic recovery
will be promoted through a further curtailment of the very
limited duying power of the p?opl;.

Senator !arkley. Mr, Green, let me ask you this, mnd I ;
have great reapent, as you know, for all your views.

dr. Green. I know that you 4o, Senstor. |

Senator Barkley. The situation presents itself to me in
this lighty If we have got to balsnce our budget and make ln;
core and outgo somewhat apprdximate each other, we have either
go% to do 1t by reduction in government expenditures or by |
levyirs additionasl taxes. Which would have the more doproaa-{
inf effect upor intustry and upon the employment of labor amd
upon public psychology, to reduce the sxpenditures of the

governmert or to pu: additional taxes on the people at this

time?
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have great respent, as you know, for all your views,
“ro. lreean, I know that you do, Senator,

Senntor Parkley, The situation presents itself to me 1n}
this 11¢hty 1f we have pot to balance our budget and meke ine
core and outgo somewhat apprdximete each other, we have Oithoé
(ot to cdo 1t by reduction in govermment expenditures or by f
levying additional taxes, Ihioh'would have the more deprtoc-;
ins effact upon industry and upon the tnploy-ont'ot labor cndl
upon public psychology, to reduce the oxpcnditurbn of the
govermment or to put additional taxes on the people at this
time?

Mr, Green, Well, I think it would be, of course, wnfor-
turate I1 {1 seemed necessary to increase taxes, But if it
resolves itself into the question of pomoting economic redéove
ery and saving the nation, then it appears to me it would be
far betler for us to find some way to increase taxes thern) 2o

dacrease ths buying power of the peocple. Senator Barkley, it



1s contradictory to add to our economic difficulties through e ?ﬁ;

| I

reduction in the buying-powar of the people and then appropr!.t@?’

funds to take care of the unemployed, And yoet that is just ihl&l{

| I
we are facing. b

Senator Barkley. Of course, I do not know whether anybody

h

has the key to this sittation to turn us uphill, We have been :
§
holcing hearings in this committee for two or three weeks amd |

ncbody has yet offered the magic wand which 1s goihg to do th&l?
thirg. Sut it soexs to me that to pass & bil) inoressing the
taxos on the people of the country enough to snywhere near
telance the budget now, would produsce such a paroxysm of fear .
in the minds of the people as to almost $induce a collapse. Thnef

‘s the faar 1 have although I may be exaggerating it,

—~— v

Mr. Oreen, Well, XNr, Chairman, that was all that I had to:

say oxcopt that 1 have a letter «o

e ————

The Chairman(Interposing). We thank you very much, Mr,
Green, g

Senator Gore. (me question.

- -~

Ur. Green. 1 have s letter that I sent to the President
on this subject.

‘The (rairman. Do you want to put it in the record?

Vr, ureen. Yas,

The Chairman, UGive it to the committee reporter and it

will be made a art of the record atysthis point,

X123 ARV CESTTURATYIAY ATY Y ADAR



taxes on van poople of the ADUNLrY SnOUpH LO BNYRNOr6 NIAT

balence the budget now, would produce such a paroxysm of fear

in the minds of ths people as to almost induce a collepse. Thas;

i1s the fear 1 have slthough 1 mey be exaggerating it,

Mr. Green, Well, Nr. Chairman, thet was all that 1 had to|

say excopt that 1 have a letter =«
The Chairman{Interposing). We thank you very much, Mr.
Ureen,
Senator Gore. vwe question.
Mr, Green, I have a letter that I sent to the President
on this subject,
The Chairman. Do you want to put it in the record?
Nr, ureen, Yes.
The Chairman. Give it to the committes reporter and it
will be made a rert of the reconi vnt.this point,
AMERICAX FEDERATION OF LABOR
Washington, D.C. March 10, 1933,
70 The President,
Tr.e Wnite House,

nsshington, D. C,

- o S—

e —
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Dear XNr, President: i

After spending a most delightful short visit with yow

e L
, . P SRR -
NINS b g O T e e
. v~‘4y.'v“§’}r (e 'il".qv:--,'e PO
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-

i
. .
today, my mind has centered directly and analytiocally upom gh.?*;c'

P

§ several matiers regariing which you gnve me most interesting

I information, but particularly upon your proposal to redwoe th.i :

1 s
! e
. Tages snd salaries of government employes to en smount approxis
| |
xating "ifteen per cent.

t
[ d ! =

; 1 tully sppreciate the tremendous difficulties which yon

are meeting and your earnest desire and sincere purpose to

; overcome tﬁoao difficulties through the use of constructive
and practical nethods., 1t seems to me, however, that esconomic
recovery {a of transcendent imnortance, and in order to reach '
this cormmendable objective we should do all that lies within
our oower to restore confidence, to increase and enlarge bnyiné
power and consuming power, and to oreate work opportunities fo¥
those who are unemployed. The pursuit of such a polioy ortcroi
in ry opinion, the only solution to our existing economioc and ‘
industrial difficulties.

An stated in the conversation I held with you today, 1
carrestly hoped that a recuction in wages and salaries of
govermment employes could be avoided., I still entertain such
& hope becsuse 1 sn certain that a reduction in the wages and

; sslaring of governnont employes will serve to reterd eoconomic
Y recovery throurh: a curtailment of burTing power far in excess
’ of the actual amount saved to the government through the im-

pcsition of any percentegs of wage reduoctions which mirht be

Bin . | |
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i
those who are unemployed. T[he pursuit of such & policy offers,

in my opinicn, the only solution to our existing economic and
induatris)l difficulties,

As stated in tho conversation 1 held with you today, ) i
eerrestly hoped that a reduction in weges and selaries of |
govermment omﬁloyas could be avoided. I still entertain . ;j
a hope becauae 1 am certain that a reduction in the wages ind
salaries of government employes will serve to retard economie
recovery through a curtailment of buying power far in excess
of the actual amount saved to the government through the im-
position of c;y percentage of wage reduotions which might dbe
applied.

The buying power of wage earners, csused by redustione ll.'”
wares, is $22,720,000,000 less them it was in 1929, It totels _



this amount after having made allowgnoe for & reduotion in the
cost of living amounting to 22.7 £. Obviously, it would seem f
unwise, in the midst of the great national emergency whioch Dow ;——
exists, to depress the li;itod buying power of the masses of thi%
' paople still further. Furthermore, I am very apprehensive ovnﬁ ‘-
the effect which s reduction in the salaries and wages of
govermment employes at this time will have upon the llnlg.llnté
ard ownership of private industry. I fear that a reduction 133
wageo and salaries of government employes will be followed by |
ar imposition of further wgge reduotions upca already impover-
ished employos associated with private industry. Such action,
in my opinion, will gerve to add to the social unrest and -
dustrial digcontent which now exists in the 1ndnatr1n1‘ooctlunl
of the lation.

The cost o; living plan which you explained to me was bo-?
ing considered as a sort of a wage~rate barometer, would, I '
fear, create a disturbed state of mind among government em-
ployes and as a rosylt further limit the buying powsr. A
stabls, standardized wage is far more scoceptadle to all i
classes of ®age earners and salaried employes than a changing
wage Laged upon the cost of Jiving, W%hen those who wogk for
wages Oor salaries are not certain as to whether the wages and

salaries they reoceive will be reduced or lowered corresponding



xa'.ﬂd t\mplo)‘(‘o A3R0JIATLNAO wWlILNn PIAVELD JIiGuavi J i Dwor weeswesryg—
ir my opinion, will gerve to add to the social unrest and in-

duatrial diacontent which now exists in the industrisl sections
of the lation, ‘
The cost of living plan which you esplained to me was e~
ing; considered :o a sort of a wage~rate barometer, would, IX |
fear, create a disturbed state 0P mind among government em-
ployes and as a result further limit the duying power. A
atatle, standardized wage is far more so0ceptable to all
classes of ®ape earners and salaried employes than a changing
wage based upon the cost of living. When those who work for
wages or salaries are not certain as to whether the wages and
sslaries they receive will be reduced or lowered corresponding
with an incresse or decline in living costs, they can not ,
balance their 1living budget and for Ehct reason thay refuse |
to exercise their maximum buying power. ZXaowing the heart sad
mind of Labor as 1 do, and understanding Ladbor's psychology
s well us tho opinions and feeling of government employes, I -

feel that 1 am but doing my duty when I sdvise you tt¥t in my



opinion all oclassepg of workers favor the eatablishment and
mairtensnce of a atedardised wage. They look generaily with

disfavor upon a wage fixed upon a cost of living Lasis,

L e et e v

1 sincorely hope, lir, President, after calm reflection,
and after giving eonaideration to the distressing eoonomic tnd;
industrial conditicn which prevails throughout the Nation, hhaé
you will find practical ways and means to reduce the cost of f
fovermment withdut imposing a reducbion in the wages and aall-;
ries of governmant employes and without changing the existing
standardized wage policy to a cost of living basis., ?

I hope you will accept this communication in the friendly,
synpathetic spirit in which {t is transmitted. I am writing
you in thia vein and in this manner becausc, as one of your
loynl friends I want to aseist and help you, and I most earnest-
ly pray and hope that you may succeed in 2he trying situstion
in which you have been placed,

Very sincerely yours,
Williem . Oreen,
President,

i
!

American Pederation of Labor, )

3enator Gore. MNr. Oreen, I inferred that your theory '!a?
that {f we reduced pensions and compensation allowances it E
would diminish the buying power of the people? ‘

dr. Green. But I am now talking about Lsbor, Senator.

Censtor Gore. Oh. I beg pardon,

The Chairman, MNr, Oreen was only discussing this pro-
posal from the standpoint of Labor.

Lenstor Lore. But won't you grant this propoaition, Mr,

Creer: I we reduce selaries while it diminishes their pur-



chasing power it inoreases the purchasing power of the tax-
payers who pay the taxes that are used to pay saleries. 8o-
it §s Just s nuestion of who will use the purchasing powery
those who earn it in the first instsnce, or these Federal
enployes who get it in the second instance. Isn't that so?

Vr, Oreen, A reduction of 125 or 130 million dollars in
selaries of government employes will in my opinion affect very
l1ittle the amount the taxpayers of the nation are callcs upon .
%0 pay. |

Seanator GCore., That is true in one way of looking et it,
tut 1f you apply that argument to everything you will never
reduce any taxes anywhere,

Mr, Green, 1 ﬂF not applying it to evarything. I em
sticking to my sudjeot, Labor, because we have an unemployed
sftuation which, as I see it, is very serious, Social unreotg
1s developing in every center, Almost 13 million people are
idle.

Senator Gore, Ye:,

»r. Oreen, Now, it seems to me & Dit inoonsistent to ro%
duce the buying pover of those who ars at work and then npproé
priate money from the Federal Treasury to teke care of the i
unemployed, é

Senator Uore. There is no doudbt adbout that, But where |
the weges paid or the compensation paid is so rmuch out of
proportion, 1t s a matter which must be taken into considere.
tion, Y&Q say Go have 13 million people not petting anytlisg ,
at all by way of wages, and yet you do not vnn; to diminish
t'e nay of those w),0 are receiving compon‘ntion.

Vr, uraen, 4811, you will never ba aile %0 Dring those

Ateny W T ~ e~ "
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13 million people back into employment until you create a =

A o

ket for poods, and you cannot oreste & market for goods Or COme: |
modities by destroying the buyinge-power of the country.
Senator Gore. What about the farmers, who are selling }
thelr corn at ten cents a bushel, and their cotton at five coueﬁA
a pound? . . v

{

i
L.

r. tireen. Well, they have sume food at least, -
Ser.ator Gore. But they are not adle to pay taxes on thgir%
}:orap and on their farma on whieh they grow their produoto.‘mmﬁ
yot you do not think that the Federal employes' salaries .honldé

be reduced,

Mr, Green, I think it vouih retard economic recovery if
you should engage upon & reduction in wages of Federal euploy.;
ot this tire.

3enaor Gore, AnG yet you think the producers, who are
selling their procducts for less than sost of produstion, ought
to continue to pay taxes in order that the governmant may get ' -
money with which to pay the ;llarlo- of yoop%:\uho have life f
tenure and retiremont privileges at given ages. ,

Mr, Green. Well, I contend that we cannot help thom by
injuring other persons. What we need to do 1s to try to help
the farmog'in other direotions,

Senstor Gore. If you leave purchasing pover in the pook-é
ets of any people of Bourss it will help them, and I think
*2Ae govarnment should be a nodel employer, but I do not think
1t 1ies in'the mouth of the Pederal employes to resist a re-
dustion in their sslaries that wsould serrespond with the re-

quond cost f livinz, 1 think to sontend otherwise weakesse

the caunpa of Labor,
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Mr. Green, Joratx Uore, time and opportunity will not
verait ma to o {auc @ diaounolon of that aubjeot as I should
l;ko to o, because I think I could convince you of the unwige-
Anm of this wage-cutting polioy,

The Chairman., JSenator (ore, might 1 suggest that Mr,

- ———

Craon was very courteous in agraeing to limit his statement to

four minutes. 1 imagine he did that on the theory that we b

would not (o into a lot of other propositions. I do not want '

to attempt to restrict any questions by memders of the commit-

R I

toe, but in ‘airness °: Y=, Ireen I might say that he was try-
inc to be a3 brief as ‘o0ssibdle,

Senator Gore, I was not aware of that, I em sorry,

ste Chairzean. Is there anything more?

Senator Gore, Yr. Orsen, 1 was going to ask you adbout
wasos of 311 e “ay being vald to carpeniers hers in Washingtonm,
and carpentars are ineistirg upon such wages at 8 time when
the government 1s appropriating 600 million dollars to feed the

unemployed. In spite of that eituation here ocarpenters are de~

manding <11 a day. Do you justify that?

Mr, Ureen. Senator Gore, I wish you might know the small |

number of deys in a year that s carpenter works.

Senstor Gore. I do know that,

Mr, Green, And his annual income even at that rate is
very small, because there is no building going on.

Senator Jore. I remlize that, but wouldn't it better to .
have two carponters working at, say, $5.50 a day than for one
carpoentar tc e working at {11 a day?

Yr, Grean, UWell, thore 1an't one working scargcely st

11 a 4ay now, and you rould not find room for two to ba worke

[ 4
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\ b
* Senator Gore. But that does not have anything to do 'lthg E

the atand you have taken, when sowme of the labor pooplq‘hovo

————

are aaking &1l a day.
Mr, Ureen. Senatar Oore, some day I will be very glad to
comn over to your office, if you will permit me, and we will

s1t down and talk the matter over, .

senator Gore. 1 will be very glad to have you do that,
he Chalrman., All right. We thank you, Mr. Oreen.

(r. Orgen left the committee table,)

e R & et A 1 et A it
v L

The “hairman. ?ero 1s the statemept of Nr, Tather C,
Staward, President of the Netional Pederation of Federsl Em-
ployes, which he merely desiresto present for the record. 1t ;
{s vary brisf and will be made a part of the record.

STATEMENT OF LUTHER C. STEWARD, PRESIDENT
OF "HZ KATIONAL FE_DBRATIO!I OF PEDERAL mmm’
WASHIKGTON, D.C,

Mr, Steward. FPederal employees, now as always, have the
best :nterests of their Country at heart. In timesof natlonnli
stress in the past they have amply proved their patriotism and
their unselfish davotion to duty, Today they are egually roldj
and willing to oooperate to the fullest possible oxt’nb to
bring about better conditions of 1ife and living.

The National Federation of Pederai Employees has felt
strongly that the reduction of mass consuming power delays
return to economic health, It continues to hold that belief.
‘iovertreless, in the present acute crisis Pederal employees
will cheerfully do their part to assist in restoring confidence
and stability,

lowever, the Natiinal ‘ederation of Peteral Raployees Qoeo

not believe “hat even an aimittedly temporary expedient justi-



e
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flies favoritism, disorimination, lowering of employment -tlnd-; .
arda, or the undermining of the merit system, and §t shall be g
ti'a purpoas of the organization to cooperate in the sdeinistre.
tion of the extraordinary pow:ro granted to Prcaideat'noo:cvol“5
{n connaction with Federel personnel to obvista these potmttli
dangers. ‘ ;{,’
The Chairman., The committee will now hear from Mr, i

Zdward J, Gainor, Pres'dent of th, National Association of |
letter ‘arriers. T
STATEMENT OF EDWARD J. GAIFOR, PRESIDEXY,
NATIONAL ASSOCIATION OP LETTER CARKIERS ,
WASHINGTON, D.C, .

Np, G‘nor. Gentlemen of the commmittee, I sm President
of the National Association of Letter Carriers, whioch is an
association of persons in the employment of the Federal Oovorn;-
ment, with 60,000 members. In the 20 years I have been Presi-.
dent of the Assooiation I have repestedly, in and out of seas-:
on, expressed the viev to our memdbership that no organisation ‘
or group of men had any right to seek legislation unless it |
was basnd upon the ground of public welfare. That is what we ! E
have done in the past. That is wvhat I am doing now, .

Therefore, Gentlemen of the committes, I want to subtmit
-« and 1 confess a great fondness for the present Chief Exeou-
tive -= thet for the past 10 years in foreim countries and
for the past three years in this country, the poliocy of at-
teampting to restore prosperity by reducing wages has proved a
coloosal failure, 1 would say the coloasal failure of ell
“ifma, It 18 a dsflstion policy that has persisted until our
present d4ifficulties must bde -y attridbuted to it,

In 30 secondtl will su: “atement I gutmitted in a



latter to the chairsan of the House PosS Office Committee re- 5)?
gariing wage reductionss It haa done none of the things the -
proponsents olaimed it would o, It has caused s deocline in f
annual wealth production from a normal smount of 90 billion !
dollars to i5 billion of dollars. And these figures are Senat-
or barkley's. It has &rled up our sources of revenue until inogif
come tax payments have dropped from 3 billion dollsrs to 1 bll-g‘i
lion of dollars annuslly. It has ctused vest expenditures for %
unsmployment relief, which are certain to expand. It has un-

balanced our national budget to a degree deyond precedent in

our history.

|
]
t

Therefore I submit, Uentlemen of the committees, that for
Congress to institute & policy based primarily upon & desire
for a restoration of prosperity, but which seeks to restore
prooperity by reducing wages, is fundamentally an orror; and
for the government on its own account and as an exsmple to '
others, to stand for such & polioy will defeat the desire that |
fs in the minds of titose who propose it. .

Senator, grrkloy. [f wo are confronted with the elternse ‘
tive of reducing government expsnditures or inoreasing taxes, ? :
which do you think would have the more depreseing effeot upon

the oountry?

I'r. Gainor, I contend that neither one is necessary, I

S e 4 -

quote your own stetsiert made in the Senate, Senator Barkley,
wherein you diracted attention to the decline in natiomal ine
come from 90 billion dollars to 45 billien dollars, Y
Senator Barkley. Yes, but you must remsaber --
Vr., Oulnor(interpoaing). Therefore iim prize purpose of

the adninistration is to eti- he eaonomic processes of



[ . -
the government ao as %o expand prodestion, vheredy you may W;’
-ﬁéro money rrom produstion oud of which taxes in the last ?ff
analysis have to be paid. The dAiffisulty now 18 «« and, aooer‘Li:
‘ng to recent reports, that figure has dropped to 38 billiom \‘
dollara -- you are confronted with the anomaly that for every i
aollar in every govermantal suddivision you have attempted to
save by dutting expenses, you have erpended two dollars in wa-
employnment relief. And there is no escepe from it,

Senator Barkley. The question which you commented upom,

quoting from figures that I save on the floor of the SBenate,

-

calling attention to a reduction in nationsl income from 8%

billion Gollars to LO dillion of dollars, raises this questioni

snether that en%ire loss shall be bDorme by those who are not

employed by the government, and those who are employed by the

i ——— s o s

goverrment shall occupy an islend of safety so that they nay
not share in this dec}ine in income,

Mr. Gainor. When you confess that situation are you also '
going to confess your inability to restore business, to re=
store production to 90 billion dollars a year, or to 150 b1111¢L:
dollars a year which it seems might be possible in improved 7

mass production?

o~ —— -
P -
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[
Senator Connally, kr, Oainor, I take it you are on a

salary with your association?

Mr, Gainor. Yes, sir,

Senator Connally. And have been for the paat 20 yeare?
Yr, Gainor, Yes, sir,
Senator Connally., Has your salary been reduced?

MUr, Gainor., MNo, sir.

Senator Gore., How much is your salary?



Ur, UOsinor, It 1s $6,000 a year,
Senator Connally, Don't you feel you ought to meke eete

saorifice along with everybudy else in Shis tine of dnncd‘ﬂ'}"z

¥r, Gainor., S8peaking from & personal standpoint I would

be willing to do it. but as an exemple 1 athor 18, Y

Senator Connally. You have not peduced your salary wiy,

havé you?

Xr. Gainor. Well, I of course have the shining exsmple |

of the Supreme Court Judges. S I

Senator Connally. Well, youwnderstand that we have re-

N S AT

s o

duced sur own sslaries as Senators and membders of the Houee? 3 ;

Kr., Cainor. Yes. And when we meet at our next conmtid

they may do it. However, my opinion is that our organisation, :
or our membership will bde oppq,oa %0 it because of the .:-lpll;
1t would set. We have not reduced the salsries of cur employes
in the office here, and we have eight of them, §

Sanator Connally. Well, you vill not 4o it if you cem !

prevent it, will you?

Xr, Gainor. Oh, yes. If we could recognise it as a

te

sound economic policy we would do it, As I have saié, I per- i

[

;4;

sonally would be,perfectly willing to do it, but as an exsmple'

I am opposed to it,

Senator Connslly. Has not all other labor besides avmé-
ment employes had their sslaries reduced? .

Kr. Jeinor., Sebdstantially, yes.

Senator Connslly, Including sarpenters and bdollermakers,
end so on?

¥r., Geinor, Yes, sir,

Senator Connelly, Why should Pederal employes be the



.. |

only people in ths world that do not take any reduotion during Lﬁi
these hard times? N

Mr, Galnor, Because I think you ought to de cot':.vin«l A
now that the wage reduction policy is, as it has proven, a i
dangerous if not a fatal dlundsr, end you will have to rovcroo"ig
your policy dbefore you cean have any ochanee of starting prosperd {i
ity agein. . .

Senator Connally, Then I take it you would rather have ni"
few people drawing full wages and a large number out on the

bread line?

lir. Gainor. Ko, sir. What we need is food and clothing g
and shelter. And we must expand into luxuries, and produce and @

sell sutomodbiles, snd get the country onvce more into e condi-

tion of enjoying purchasing power and using it, You canno$ .
restore prosperity by going back to the essential roquirantatlg i

. -

of the crude tool days.
Senator Oore. Then you think the farmers of this eonntry§ ¢
ourht to produce and sell corn st Gen cents a bushel and oqpeoﬂ B

at fivo cents a pound in order to maintain the goverment eme -

ployes? ! )
¥r. Gatnor. The farmwer 1A & manufecturer. He retains
his individualism, and cobsequently he must take the vicissie :
tudes that come from en individualistic business.
Senator Connally, That is about all he has left, isn't
1, Indiriiualisn?
Ir. Galnor, Yes, sir,
Jenator Berkley. low do you compare, if you have to

makn the comparison, te’ween the sonditiom of %2s men deliver-

ing latters cn the atreet st his originel nelary, with the

“C



scorea and hundreds of men, just.as worthy, who have no c.ploy-!éf

r

g

nent at all, or only »artial employment of two or three deays @ | -

.“s . b :

wank? 'ow can you make a comparison betwéyn the condition of fj)
; [

joa

thosm rmen and say that the man who delivers ipll to the unem-

ployad ougnt not to suffer any reduotion, in spite of the fact

PRI
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that scores of people on his route are not having any income

. ER
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at ell,

vr, Galnor. Let me snswer that gquestion. As 1 stated

bafore ==

N .
. . ‘ t,‘}":’}‘

senator farkley(Interposing). That bothars me,
‘'r, Gainor., As I stated before, our convention rcna-bor.4

this fact: That the man who does not work must be kept bg'thog
nan who does work. 1 further told the Letter 0ogyiors that g
cher ~ould r.ot expect to be prosperous when the rest of the

country was proatrate. Now, the man who does not work 1s 11v-%

tn, off tre Letter Caryior, and i1f I could tell you the fu}l N
story ol whet that sort of relief means it might prove quite i :
{mportant, Now, the question at hand is that of nctional
prosperity and tho welfare of the people. It is upon eh:;

1

which 1 predicste all my views, Will it be restored by re-

’ o 7
X

sieine wapes at the present time? And, furthermore, 1f it is f,
restored will any man here say to me that you can prevent ine @;i
flation? And then, on the one hand, we will find our wages
cut by “ongressional enactment, and, on the other hand, will
be paid by & 50 cent dollar. That has happened {n various
coun=ries.

fhe Chairman, Aay other questions of Xr., Gainor?

"Senstor Gore, You xe% a salary of $5,200 s year?

apr, Giatnor. “oia, siv.

M -

LT



| of Labor that the cost of living has declined from 22 to %0

- par cent,

ir, Jalnor. Yes, sir,

Senstor Uore, Lon't you think you ought to bs willing %o

take a reduotion oorresponding with the fall in ths cost of

”

11ving? r

Nr. Gainor. 1f you want me to angwer that question let me|

PRY -=

Senator Gore (Interposing)., Yes, I want you to answer 1t.! 2
r, Gatnor, ! sm going to answer it, but pleese don't uakf :

me answar it categorically. ,

1
{

Senator Gors, All right, .
ro Gainpr, In talking to a number of our wembers roooﬂ%ly
in n<diana, my home state, who nad been listening to en sddress

of Father Coughlan, they sald that bdelieving there comld de Lo

restoration of prosperity until the prices of farm products are! -

- oewiwme W

e
T
1
‘3

senator Gore, It is estimated I delieve by the D.pnr&nnnt;‘§

it

[

S, e~
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inoreased, tha: would some~ be paid in a chesper dollayr than _‘5W

to have a wage reduction decause they knew a wage reduction

would make for confusion worse confounded. L

Senacor Goro, PEut you have not answered my question,
whether you think your :alary ought to be cut from 20 to 30
per cent to correspond with the reduced cost of living. i

Vro. Gainor. On a basis of equality?

Senator Gore, Yes.

Nr. Gainor. VYes, sir, I will answer that by saying oer-

teinly, But on the bdasis of the pudblic welfare I sey oerssinly

not,

Sanator Gere, ell, that reans mMhing. 7Trst mesns an



o

anawer of yea and no. P

Mr, Cainor, It means everything to me,

Senator Uore. Yes, 1t means $6,000 a year to you.

vp, ualnor. Feocsuse after all we are goiné to be judged
ultimately by the way we restore prosperity.

Senstor Uore, Then you think the salaries of Federsl
ermployes ought not to be reduced 20 to 30 per cent to corrve«
pond with the reduced cost of livingt ;

Mr. Calnor. 1 certainly do, ind 1t uight be well to say

in this connection “hat we have taken sybstentially s ten per '

¢ 'rt cut already.
3enator Gore. Do you think if the sals™ies of goverrment
employes were cut from 20 to 30 per cent that a single one of

]

them would resign?

Mr. Csinor. HNo == well, I don't know whether they would <

H

rosign or not, but I would like to say ==

. Senator Gore (Ifterposing). Don't you think there are
several million Americens who would be willing to take their
places If they did resiin?

Mr. Gainor. ‘!ro you zoing to eonfine your observation
s a Senator to the immediate effect of a wage oute

Senator Gore., I em asking ycu some questions in order to
get your views, if you do not object, and I would be gled to
heave an answer to thenm,

Ur. :iainror. All right,

'

Sonatcr tore, Now, then, ¥r, Ureen made this point, snc

it was woll taken, :‘int the employment of carpentars is oapri-

ceious and not constant, and that thad ocgk? %S¢ be taken Ints

account, 'tat {z undoubtedly true., Eut “he employment of

VI
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vhese Fedara) employes is constant, I% is a matter of 1life

[P,

tenure, with ratgrouont pay when they pass the are linmit, and

-

they ! ave comfortable quarters the year round, There isn't
any uficertainty about their employment. Now, don't you think
they could well take a cut to correspond with the fall in the

price o1 living?

Mr, Ceinor. Let me snswer that question bdriefly.

o o

Senator Uore, Well, can't you answer it yes or no?
Mr., Cainor. Are you geing to insist upon an 133'05 yeos \f;
or no?

Senator OGore., Yes. . g

Mp. Cainor, Well, I don't feel that I can properly -

answer it in that way,
Senator Gore. There is no need for you to make a speech ?O

stcut that, because I am asking you the simple quoatldﬁ Vboth‘*_

o

you will take s cut or not, ;
s

MNre. Gainor. 1 steted that I was prediocating everything I.

said on the ground of the publis welfara. On that ground 1

answer no.

Senator Gore, Ilan't it really on the ground of private
welfare? Do you 1.1?752 advooate a cut in salaries when your ! ;
own aalary depends up;n the good will of those people whose .
selaries are about ‘to be ocut? In other words, you are not rroi
to flve me an opinion on that point, are you?

e Cainor. You say ] am not?

8enator Uore, lo,

¥r. Gainore. 1 say veo have stood up to every emergency,

nnd we atend at attantion now, to our cowmsiry’s call,

Seanator Goree, 1 believe as strongly ss you do in the



philosophy of high wages, but I think that matter ought to be .|

I MIEN

aaministored with some judgment and application to existing:
circumatances enc conditions. |
The Chairman. All right, W¥We thank you, Mr. Geinor,
(Vr. Gainor left the committee tadle.)

The Chalrman. ¥r. Flaherty wants to say one word for tho

National ledsration of Post Office Clerks.

Senator Connally. Nr. Chairmen, I do not ses any use in

the comnittee taking up e 1ot of time' on generalities sbout the -

phllosophy of wage reductions. If these gentlemen have any

el
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particular ratters tn present it seems to me we ought to hear

the~, but we arc all familiar with all that the last witness
l.as said. I ¢n not sae how we can get anything new out of

statements of that kind,

The Chairms .. I em sure that the members of the committes

- .
’ .

agree with what the Sanator from Texas has said. ‘

3enator Gore., Threre 1s no use of having these statements
from the paid representatives of thou various organisations of
goverrmmont employes. ¢ '
The Chairman, The committee will now hear Nr, Flaherty.
SCATEMEXT OP THOMAS P, FLAHERTY,
SKCRETARY&TREASURRR, MATIONAL

FEDERAT10X OF POST OPFICE CLERKS,
0 WASHINQTON, D.C.

'
“r, *laherty. jir, Chairman and Gentlemen of the committee
ln view of Senstor Connally'a statement there is probabdbly
nothing I could say that would be of value to you in this mete
tor, because I was going to dlscuss the genaral philostphy of
1t, luat elong the linea of the praceding witness. I feesl e
hr does aboud it, thut the committes and the Jongress s pProe

cred!ir.c in h» wrong direction, - 4+t you cannot econom!sge

3 mA- myr PR R 1" T T N BRC N YT POt G o - 1
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successfully by reduocing wages,

Senator :.ing. “han your philosophy is that if hich v‘dg”ol

are the sole cause of prosperity we better inoresse wages? .

Mr. Flaherty. Yes. I would go in that direction rather |

than in the other direction,

Senator King. And you would tax the farmers snd other
pocple in order to pay those wages to yout o

Nr. Flahewdy. On the other hand, reducing wages nerely
dries up the souvees of taxation.

| Senator L; Pdllette. Whom do you roﬁroaont?

¥r. Flaherty., fThe National Pederation of Post office
Clerks, 50,000, post office olerks in first and second class
offices.

Senator Gore. ~o0 you think that private industry should
not cut wases?

Mr, Flaherty. No.

Senator Gore. Do you think that private industry ocught
tc have let ont qul;yog they could not use?

Mr, Flaherty. [(hey could have used them if they had t;t,
started on this policy of deflating wages. ‘

Senator Gore. You think that priv.eo {nduetry ought $o f

have retained these 10 or 12 million wnemploysd and paid them !

salaries snd vagys'olthough there was not an opportunity for
them to earn salaries and wages?

Yr. tlaherty. <7hey would have had opportunity to earn
themm 1f thia policy >f deflating wages had not been entered
upon, because it is only naturel that vhem you start cutting
off the purchasing power of the people 1t leails to e vicicue

circle dowrwerd,
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3enator Gore. Didn't that sbarh decause of the w

demand for output?

Mr. Flaherty. Yes, which in turn I think wes stimulated '

originally by decressing wages, which quite paturslly browght | '

sbout the situation that you have mentioned.

Senator Gore., Oh, I think you have the ocart before the

&

e
%

i

W

§

T

et T

. :"7" il %*b".\*_-";&'j‘?t !

horse. .
The Chairmen, V:ry wel], Mr, Flaberty. We thank you. ;4,
(Thereupon, Nr. .Phborty left the committes table.) m
The Chairman. Before you go, Mr, Flaherty, let me ask

yout Does th-oA committes understend that you are opposing tiis :' |

lejielasion? e

e
L Y

¥r, Flsherty: Absolutely.

The Chairman, All right, Your position is understood, §
I am requested to make a part of the record a letter dy Mr, !

Kunkle, President of the Brotherhood of Keilway Clerks, Anchar<
i

age, Alaska, It will be made & part of the resord &b tils
point,

BROTHE"HOOD OF RAILWAY AND STRAMSHIP
CLEKKS, FREIGHT HANDLERS, KXPRESS AND
STATION BMPLOYRS,

lon. A. J. Mmong, Pebruary 2, 1933,

I'elegate for Alasks,

g

Weshington, D, C,

¥y Lear Wr, Dimond;

Witk reference to a meeting recently had with you while
in Anchorage we again wish to restate the mattsrs brought up
at that timo and respestfully solicit your adble support in the

enactment of whatever lezislation possible affecting the ewm-

ployes of the Alasks :ajlroed,



The matters in question !'ol*a | | o ,

1. In the ovont thet cona-ou -oneets uuoxum. nllh‘ f%,fﬂ
further dedustions in compensstion to Pederal albloytco, 16 1o’f§
our desire that steps be taken to have ehe'nnh Railroed exe

empted trom these dodu;bionc..

| As provided by the present Boonomy Aot H.R. No. 11267
(Pudblio No. 212, T2nd Congress), the employeeu of the Alaska
ilallroad have taken a reduction of eight and one third per
cent (8-1/3%) from their base rate prior to July 1, 1932, ;

Due to the high coats of 1iving in the Territory ofhllii:f”é
ka brought about by high freight rates, long tranaportation lutll

and limited turnover by Alaska merchants, it is our contentiom

that no further dedusction in compensation should dbe made.
The 1living costs for the bare necessities of 1ife are !

spproximately one hundred and fifty per cent (150%) higher

than Seattle, Washington. The minor luxuriea enjoyed dy

Fecderal employees in the 3tates, are, when obtainadle in |

81a3ka conslideradle hisher in gost. (Comnarative 116% of prioes §

A

furnished you,.)

efﬁ
The matter of wages has been sudmitted to our Grand lodc.
and we are sure your ooyeration would de very Ilehxlupf!iil&.. f'
by our Grand President, Mr. Geo. N, Harrisun, of Vine and Cours
Streets, Cincinnati, OlNo. i
2. Prior to thre enactment of the Reonomy Act, employees |
ol ke Alesks Hailroed, as listed under Section Three of the
attached Ueneral Circular No., 276, dated Yay 1, 1930, were
eranted scoumulative lesve with pay in accordance with Circu-

lar No. 293, dated (aotober 22, 1931, a cory :f which is also

sttached, numely, thirty days per year, eccusmleting for three

veny when the ii~onomy Act want into effect sl) leave waa sun-

'\
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cordanse with Ssotion 215 only r'ifteen days leave por unnum

will e pranted hereaf'tnr,

40 doubt when this act was up for oonsideration be-

fore Congress the faot that emplocses of the Alaska NHajlle

-

road were on a different basis regarding lsave than the
“ederal Employees in the 3tates was ovo?lookod and no
deparate provisions were mede for employses of the Alasks

. iz;
tatlcroad. lo,

(a) The restrioction of leave to fifteen days should

be removed anc leave granted at the rate of thirty days per

o bram
.

.annum as heretofore. As you knoi, when, employoes ocan aitii,yﬁ

AR

themsolves of leave out.ide the Territory at least fiteccnfiﬁ'_

days is taken in traveling back and forth to Seattle and
it is only on rape oocasions that tﬁby would be adble to
make connactlons at 3eattle so as to return in two 'o;kl
as the north bound boat safls prior to arrival of south
bound boat, Even in the Territory very little travel can
be aocomplished in {ifteon days. We have not goné into
the matter fully but are of the opinion that employess of
the Panama Canal)l are granted ths thirty days per year,

(b) When the Zaonomy Aot went into effect many of the
employees had accumulativohlenvo to their oredit and no
provision is mede for them to tako this leave at a later
dats. Accumulated laave should be made available for
amployees at the end of this fiscal year. Also when the
Yconomy Aot went into effoect most of the Podernl.ﬂuploy‘os
{n the States were on the thirty days loave per ocalendar
yanr basis, not accumulative, so that {f they have not taken
fifteon days leave oarned betwsen January ), 1932 and June

80, 1932, the leave was not availadble during the balance

of tho calendar year, In sume cases 1t is granted to thea

| -

1A



mtnm»tonatuomumxrmum i
{ vl
avatled themselves of it the most Shey would lose -uu u ig:;

fifseen days. On the other hand employees of the M
Rallroad who come within the provisions of m). lun

tn vbe habit of letting their 1eave acerwe in asccordence - ;"' i
with regulations so that they will have as clo“ %0 M ; A3 @
days as possidle to thelr oredis, 00 Shat 1% au be tvdh%
able in case they dasire to take sm exvended yrip or vach. | L
tion. | fk
() un Novempar 5, 1930, Ray Lyman Wilbur, Secvetary |-
of the Interior, 1ssued Order No. 465, concerning snnual B

i :
leave as affeoting Alaska Railroad employees wilch reads .dt -

followsas

i
'Annmual leave granted o employees ctationed in ¢

Alaska may be accumulated in the dlscretion of the heed {
of the Bureau or Office at the rate of two and one-half ,
days*per month for not more than three years and % un);
of not more than ninety days, éxclusive of dundays and 1;
nationsl holidsys, provided that such leave of absenoce u}
taken away from the Territory. Leave tken during she {
three years will be deducted from the otal acorued

leave,!

It 18 urged that the proviso restriotsing the leave

e L

peing taken in the ‘l‘orritw: be removed.

3, By Executive Order No. 5625, Lssued by President
Hoover, dated May 18,1931, employees of the Interio> De-
partment were granted Seturday half holidays the year

round, fhe clerical employses of the Aleske Rallroad are

granted this privilege seven months of tiw year, Ostober
§



AT e s L
-

to May, lnolusive. As payroll deductions and furlough

e Yy ¢ o o # e
) -
-

e ey o R

time are based on a five and & half day working week ia | -
scocordance with she Xaonoay AeS N. M. No. 11267, we feed

that the Saturday half holidey privilege should dbe md; 4y

<

i

the sntire year instead of seven months. The esdjustment
of this last question could no doudt de handled through
the Seoretary of Interiorw . i
Anything that 1t is possidble for you to ascomplish 3
along the lines mentioned above will cortainly be apprecs "
fated. )
Respectfully, b
(8igned) B, ¥, Kunkle

B, ¥, Kunkle, Presiaent.
Brotherhood of Railway Olerks.

Anchorage lodge No. 143S.

ccgt Ueo. M. Harrison,”

s —



The Chairman., Kow the committee will hear rmountauni ",

~f gome groups, very briefly, touching soldiers' legislatiom,

:
Senator Connally. Mr. Chairman, the reason I suggested |

what 1 did a while afo was not prompted by any intention to "'i

flect upon any witness, But it was to make plain that the *

Congress is already cumnitted to a reduction of wages in the | } '
{
1

Economy B1l1l, and therefore that ouwestion is behind us. My

{
fidea was that we should hear any partioculsr thing releting to |

!
i

this bill aside from the general philosophy of the matter.

The Cheirman. T.e comnittee will now hear a representative

of the American lLegion, Colonel Johm Thomas Teylor.

ot ———
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STATEMIET OF JOHN THUMAS '*AYLOR,

VICE CHAIKMAN, NALIONAL LRUISLALIVE COMMITTHRE,

THE AM3HICAN LROION, WASHINOPOM, D. O.

Nr. Taylor. I think you gentlemen should consider thas
you are not dealing with the quootian of Federal finances |
slone, You ase dealing with human lives and hman heppinsss. |
You are also dealing with millions of home-owners and farm-
owers throughout the nation. For, 1f you cest these vetorams
off as Federal benefiolaries, you will make countless thouse

ands of them the charge of small home-owners and farm-owners

throughnut the land -- citigens now struggling to save their

amall propert!es from tax foreclosurs.

S.+233, 18 entitlea "A Bill to Maintain Credit of the
United States Government." 1In apite of assertions to the
contrary, a true index of the oresdi% of our Government is
shown by the desire of financiers to purchase its obligations.
fhese are invariably over-sudbscridbed by tidlions of dollars, .
at low interest rates, when offered on the market, The otnbilf
ity and s0lidity of our Pederal oraiit i the one outasanding
fact in the financial orisic we haw been undergoing. '

It has been stated that the drustic veterans' ocuts propooi
od will increase the confidence of ov> olzlsoas in our Uovera-
mont. 1 take issue with the statement. The great majority
of the Congressman and Senators 4o not understand the full
offeot of the prOpoaeg veterans' bill. The American legion
only partly undsratends it, Printedw copics of the measure have

L

aot been availadle unzil this morning. I think the Senate
ahould know that instead of inoreasing pudblic confidence,
lmmediate action upor a bL1l of this character will destroy
the confidence of hun%rodl of thousands of veterana throughout

tho 1and.




i‘he Federal Goverraent osnrot ocarry on its rightful

otligations to the disabled veterans and reduce their benefits

h’ N&O0.000,(‘OO.
Veterans' benefits can be reduce. by s much less smount

wvith justice to both the veteran and the ocitizens of the

- e S gy - e e s i

United States who pay the bills. Before long The Legion will
{tself make recommendstions toward this end based upon months
of csreful study. [he amount which wveterans! benefits oeh de

justifiadbly out, can be determined only sfter thorough etuly

cen  wm b MEE cm S am e v e ———

by those familiar with vetarsns} problems.
No emergency reguiring instant action ccafronts the
Congres: in the ocase of vaterans' costs, such as has been med .

by vou in connestion with ths bank orisis. You aoted promptly

in th's latter conneotion, and properly so. bBut you would do !

wrong to rush through s measwe of suchdevastating effecs '.
disabled veterans without giving it proper comsideration. E

I'he roundo;'a of this nation vestdd the responaidility in
the Ceongress for the enaotment of Jaws. This bill would ph«A
this power in the Chief axecutive so far as veterans! legisle~
"tion is concerned. MNembers of the c%:g-oaa may thus transfer |
their Constitutione! nutl'xorlty, out they cannot transfer mu-?
responeibility for the results of such actioh,

The Ameriocan Legion has pledged its support to President
Foosevelt in restoring better times -- and will patriotiocally
asalist in every wey,

‘he Congress should recognize, however, <nat?the bank

cerisis s not related t> veterans' Poderal costs. On the

eantrary thoua-nds of small banks in the West and the Scuzh

Fave been arc ars now tu.eriuny aiced by disitled veteranu!



Government chacka. These checks average $35:50 a month for
_ 1,025,000 veterans of ull wars smd are a sure aource of mmey ' . -
to thousanda of small communities in distress. To withdraw
them now would leave both communiSy and veteran dopondaggfupanﬂ35
. atate ald. A

this !s the time of unparalleled distress for home-owners ff

anl farm-owners who are suffering from local and state proporti;%
taxes. The disabled soldiers fought for the Pederal 001.:!!0:&3%
fo shift their luppott from Pederal taxpayers to loocal and i E
state prorerty taxpayers at this time would bring locel and &
state governments a burden too great for them o bear.

bankruptcy of local government or distress of disadled
veterans would inevitably follow. This would add to banking
difficulties insread of reliesving them.

The Amarican lagion is the guardian of the welfare of ti»

!tsadbled., We could not escape thdis sacred trust if we woule,

If we 414 not oppose this threstemsd vetergns! szlash, wm 'ould! |

re faithless to both the living and the deed, i é

! ‘hia 1s not the time to beo stampeded. We should all koop%li 7
cool heads, and act withig our own responsidilities. 3 :

A special comuittee of ths Congress has spent months

investigating veterans! laws, That committee has net yet re-

e

ported. The Congress should await its asotion. ‘ ;
We sk the following: That the Congrass retain its ;f

suzhority over veterans' lsws; that the speciel committee l'o-' -

port its findings to Congress, and that these de comsidered by

the regularly coratituted cezittees of the Senate and the
Houses. [he Legilon will {taelf sutmit to these committees amw

~
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Fhe Congress would thus procesd in the orderly manner, to

which this important sudbjeot is entitled.
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fhe digabled veterans have earned (e right to expesct M -

trcatmeont from the Congress, a®d we agk that you accord i, ‘
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The Chairman. We will hear Nr. Kirdy, representing she
disadled American veterans.

STATEMENT OF THOMAS KIRNY, i

NAIIUNAL LZGISLATIVE CEATINMAN, DISABLED :

AMEKICAN VE!SRAKS, NUNSEY sUILDING,
WASEIKOTON, D.C.

Mr. Kirdy. HNr. Chairman, 4ue to the lack of $ime it is
not my intention to go into the detalls of this legislation.
Ne desire to acocept th!s opportunity to protest sgainst the ;
method in which the loglsh.uon has been prepared, This 10310-;T
lation dates baok 1l or 15 years.

You have this committee of the Senate; you have the
Veterans' Committes of She House, and a Pensiona CommiStes, and'

a speclal committes which has noS even reported. We feeli

that this legislation stould receive the deliberate considera- _
tion of those cormittess, rasther than deing rushed through in *
this way. Thi: legislation affests many thoussnds of men o ‘
will receive octts under the bill as now proposed. And we feel
that 1t should have the dcliterase oonsideraiion of the commiS-
tees end of the Congress. That is our recommendation, Mr,
Chairman.

3snator George (presiding). Thank you very mush, Nr.Kirdy,
[ belleve the next witneis is Mr. Ray, who represents the

Veterans of Foreign Wers.



STALEMENT OP L. 8. RAY,
. VICR CHATRMAN UF T'HE LEGISLATIVE COMMITTER OF THR
VETaRANS OF POREBIGN wARS, WASHINQTOM, D.C.
%r, Ray. Mr. Chairman and gentlemen of the o_n.cng
[he Speaker of the House of Representatives is quoted in the

washington Herald this morning to the effect shat a special

sconomy Committee of the Rouse after three minutes' considers-

.
:
i
i

tion reported favoradbly on a bdill seriously affecting num'i;

benafita. It also quotes a memder of this committes as saying

that the vetersna' representatives would de given a brief

N
*

? Y

msoment to discuss the »ropseed legislation defore your commit-

teo but that nothing we would say would prevent a favoradble
report.

Admitting that we are lobbylsts it must de n-_?.borod
that wa are lobdying for the men wvho wore the uniform in time
of wsr, the defenders of the flag.

The lobbylets who oppose the ntom represent the big

income taxpayers of the country who seek financial relief as

the expense of $he veteran. To throw the veseran back on his | ,

local comrunity for support by depriving him of the govera-
menta) benefits to whioch he has been el1d entitled s falee

economy, we feel. Shall we tell our veserans to go to the

.
t

Bl

N

I

1,990 chambers of conioroo bodies for bread and food for their

chiidreng

The President of the United Ssates has sought in his
progran expert advicn on many sudjects to guide him, but he
has not, to our knowledge, called in experts who know the

vetoerans' side in his conslderation of this legislqtion. The

Yeterans of Foreign Wars have showa their patriotism on foreign



i -

flelds and in hostile waters. Wnat they desire ia considera- P
tion before haaty aotion, and a plain agquare deal, f
It 1s not neceasary, Mr. Chalrmen, for me 0 %311 you {
gontlemer that thest men I represent are pasriotic. They are i
enxious to help in thia time of peri] as Shey were i 98 amd
'17, but they esnnot understand the justice or necessity of )
making the drastic cuts proposed in veterana' dsnefits, espeoc- f
1ally without a thorongh study of each item for outs proposed.
Fourteen years of study was given to legilslation for she

g e -
¢

benefit of World War Veterans alons. We appesl to you gentle- &
men not to act hastily in this important matter. These mmall |
allowances are all that stand between many thousands of these :
ox-service mon and actual want for themselves and their femil. :
ies. [ 4

And, in conclusion, =, Chairman, we hope that this legis-
lation will be referred to the standing committees of the Senczte )
and House and be given a careful study before any of tho:n .
drastic cuts are made in benefits that are now provided for dy
law for them, i

Senator Barkley. This has been referred to the standing 3
cormittee of the Senate that deals with it, and i s now befere ‘
1t. . ;

Mr. Ray. My 1dea is that each item should be given ocare-
ful study, as 1% was wvhen this lexlislation was originally
enacted.,

Senator Bailey. Do you not think that the President can
do that? v

Mr. Ray. ' do n¢t tdlrk that he ocan have ths Sime to



© e iy

give 1t the ocareful study that he should, that is as to sach
item to give it the careful study and considerasion that 1s
should have. |

3enstor Barkley. Do you mean each oleim?

N sttt o i VRl A .
. N e

Mr. Ray. No, sir; but the iSems making wp the claims
in general; the reasons that.-this law was enacted, and the ;
effect 1t 1a going to have on some 400,000 men and their §
families. } |

Senator Connelly. ILet me ask you a qpnuoai 'o_uld ‘
the veterana' representatives odbjecs to Shis d11ll 1f, mwu
of giving the blanket suthority to the President, “‘: e c?mld, k
stipula te that total dlsadility pajyu.ats, say, at' %he present —
rates should be cut 10 per cent; for instance, $50 a month,

and leave the provisions like they are today, and give the
President power to re-rate these cases? ’

Nr. Hay. And mske a straight cust

Senator Connelly. A flat 10 per cent ocut. f

Nr. Ray. That would certainly be better, Semater Omllt.
than the proposal dbefore you,

%
N
;~‘\

:'

’
Senator Connally., I am trying % get your idea. I am f ‘
in syapathy with your tdes, I will say that wach. But 1t seems
to me the vetorans are in position where they have %0 make

r
some sacrifices and to take some outs. Would that de satise

factory to the veterans, do you think, to give the Presidens
full authority to re-rate the cases, and in the €ase wvhore a
man 1s reted 3100 a month for totel disability, make that $90 )
for the totsl disability;: and to make a disability allowance
of 34C, 'natead of $50, and make that a straight ous?

I see “olonel Taylor nodding his head. Is that setls-

factory, Colonnl?



Mr. Taylor. If the basic law is mot disturbed, Senater, '
I think that 1a preferadle., We are odbjecting to any disturd. |
ance of the basioc law as it i s today. . ’

Senator Connally. Would that be acoeptadble?

-

Nr. raylor. It would be acoeptadle; yes, sir,
Senator Connally. Would your veterans' organizations ¢
before the country and say that we left it as it is, but thab ‘E,

1t outs off 10 per cent? |

Mr. Taylor. That would be acceptadle.

I
. o
] ¥

[ P
Senator.Connally. But not obanging the law at the pnnaif e

time. Thst would be acceptable? :
Mr. Teaylor. I sm spesking for the Legion only.
Senator Connally. How about yout
Mr. Hay. My statemant was, Senator Connally, that thet
would he much better than this. U am instructed dy national z
encampments which sre held each year, and I cannot say a man ,
who is permanently and totally dissbled, and who draws $100 & |
month, that he should take a 10 per ocent flat oust.

Senator Connally. No, hut at the same time you are here
representing him, and supposed to have discretion in any .
emoergency that comes up. I um desiring to be helpful, and 1% i
looks to mo like the soldier is going %o be stung, and I am |

4

wondering shether you gentlemen here representing the veteraas
]

would not rather have that.

Mr. Kay. If that must be dome, it would be bDetter than
cutting out hundreuv.¥of thousands.

Senator Barkley., Do you think it would be profitable %o
cut 10 por cent off the allowance of some man whe was injured

and ia totally and permeanently disadled, rather than taking ¢t



" off of & man who has become aick or dlaabled sinee She way, |-

and whose injury or troubie is not at all traceadle so his
\

 army swrvicst

Kr. Hay. shat is very hard to say, Senator, that a 10

per cent cut should be applied to any of these men.

|
Senator Barkley. I realize that; bdut if we make a 10 per .

cont cut it will ocut harder on those men who were injured 1ia
battle than on n& men who have injuries and 4id not receive

them as an inocident to army service., 80 that would be a matJ f

N

e e
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or percentage of injustice to the men who trace their disadil- ?1

fty to the war than 1t would to those who are being paid

disability sllowances regardless of service.

Mr. Hay. A temporary cut of a flat smount would mtnuny},

be wmuch bettar than the bill proposed, to do awsy with ocersain '

laws without the same smount of study deing givent hem as Jas

given them at the time of their enactment,

A

i

»
4

Senator uore. As ] understend yoyr statement, you ave not{

free, under the instrectioms of your mfsinu, to favor ﬂ' j

qt of any sise?
!

ur. Hayl Bxcept to object to this measure. .
Senator Gore. You have no discretion in the premises?

Mr. Ray. No, sir.
Sanator Barkley. You would have discretion to say, as
between two propositions you consider ded, which is She lesser

ovil?

Mr. Ray. Yes; I think if any cut is applied, it should
]

be made iemporary while this emergency lants.
L}

Senator Oore., | wmrorary cut as a means 3% coonomy Is

this emergency?

-
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Nr. Kay. Yos, sir.
The Chalrman., Thenk you very ameh, Mr, Ray.

]
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The ocommittes will hear Semator Means, representiag ¥ i'i{g‘f

Spanish-American War Vetarans.

SIATERMENT OF RICE W. MEARS, LEGISLATIVE OOUNSEL
OF THR UNITRD SPARISE WAR VETERANS, WASHINGTON,D.O.

Mr. Means. Senatora, I have just one question, and I teke

your time for that purpose, if you will bear with =, o u' [

place it in you® minds specificallys That, and that alone.

Prior to the Civil War, and Guring the Civil War, every

i

SR

. are
ongt
Af

i

act passed oy the Congress to raise troeps had a provision for -

bounties, pensions, or other emoluments. In 1862 Congress
oassed an act looking toward the future by taking in the '

veterans of all wars in the future, as well as the veterans of

the Civil War, granting to all pension rights. That was mna-;

ed in 190 give service pensions to Civil War Veterens. :
fhe Spanish-imerican War cime on. Now, mar® you, Shat is {

the only war declared that there was not a provision granting

|

e ‘thar pensions or bounties or other emoluments for the eniiste-

od men and officers off that war, We fell under the policy that)

was then in being for Civil War Veterans. When v! came out of.
the service we acoepted that policy. It never was paseed f ow |
us. In fact, we accepted the rates that were spproved in 1862,
¥e 414 not ssk for any facrease at all. We accepted that
policy. Ve adhered to it from ehac. date vo the present time.
file have never aske) sa & tody for anything at all until it had

previously been grented to Civil War Veserans.

Mark you, in 18394 you psssed a pension aot for Spanish



& . . L4
. N ’l
War veterans which 1s in words and figures aluwoss idemsieal .

with the Civil War Veterans' Act,

4
Meantime there has been & World War. You oreated a new ;;
mliey for the World War whereby yoﬁ granted 1incressed pay fer ;
the men: jyou granted family allowances; you granted insure j
ance; you granted voc.,nt!oml training; you granted a ditfbhf‘
ent rating sobsdule. Kone of thosedhings were granted for m'.
Veterans of the smun War. No one raised his voice in the s;
halls - { Congress to sey thnt Spmuh m Veterans should hln
the benefit of those provisions made for the World War 'om- l
ans. W adhered to our policy. We have never changed. ‘

Now what I desire t¢ dring $o your attention, gentlemen,

———— —— -

i1s this, and I will be drief, in deferemce to the request of
Senator Harrison. In granting this power to the President :
you are giving the rigat re-rate the World War Veterans, undor
this act. And you include us with is, What we are pls adin: u
that you 40 not disturd us in the provicicn which has deen thui
policy ever since we came under the proviaiona of the Otvi) i’
War veterans' Act, and not under thy World War Veterms' Act,
and under that same policy. ¢ ,
If you find 1t necessary and expedient co make any ouds,
well end guod, we will not murmur. Bus we odjeot to your |
plecing us in your nolicy with reference to the World War
Vetorans and reducing our rensions. We oannot prove what
tney cwn prove. 1Id other words, the Surgeon Ueneral's repors
will show you *hat at %hat cime there were no records. It
was ohysienlly impossible for us to prove aervice connection.

N¥e 414 not ave those tenefits,

Now this bill trisn t5 pu sh-War Veterans under the
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under the 10150y that controlied and guided the 0fvil War
Vaterans:s Do not change that noliey on ue at this minute.,
“hange your bill so as %0 place Spanish War 'o“nﬁu and 01'12;_
War Veterans under one policy, just as they have always bLeen, ;‘
instead of meaking an oxooptl::n of us and plaocing us with the |

norld War Yeterans,

. -

v e byree <ham

Now T could argue with you & long time as to our position,
but I do not want to5 do that. This is our one pleas O ; ;

- . o~

*his blll to grant to the Spanish-War Veterans exactly the

same policy as you grant to the 0ivil War Vetsrand. We have

e P~

been used to it all our lives. Do not ohange on us at this
movent because you are giving so the President the rMght to

reconstruct the World War Veterans' Act. Place us where we .
have always been placed, along with the polioy of she Civtl -
War Veterans, and then whatever you do we will not murmur. ; 4

Semator Connally. You mean b; that, thet you 4o not w=ns * :?
a cut? ' ;
Mr. Neans. If you cut 10 per cent, we will not RUrENr ;.
1f you find it necessary to cut more, we will not murmur, but E

8ive us the same rate as you give to the Civi) War Veterans,
and you will find us here not domn in the mouth as to what you |
find 1t necessary to do.

ibe Chairman. Henator, you do not have any doudbt that
unjer the power given the Presi‘ent under this di11 he coale
apply the sam polioy to the Spanish-War Veterans se to the
Civil War Vetersne?

Vr, Means. No: I do not so construe the :!}1, Mr. Chalp-



man. Of crurae, I have not had time to read 18] I hed to

vread 1t ast nights Bus what you are doing deliberately 1o }
changing the polley with refersnce to the Spanish War Veterems '

A putting them under she polioy‘setablished or crested for |

the World ¥War Veterans.

The Chalrmen, We will consider that very carefully,

Senator,

Nr. Moans. Ijust want to say this one thing, Mr. Ohair- ‘ j'
man and gentlexeh: Place us under the policy that you have |
created ss to the Civil War Veterana. And I make that ples to
you for tha* one thing. Do not shange us in midetresm. Where f
we are we are caught betwoen one side and the other. We are
entitled to the same considerstion we have received, anvi %o
renain under the nolicy created for the Civil War Veterans, and
for ths ipanish-¥ar Veterans at the time the act was passed.

Senator Uore. Senstor Means, 4o you rememdber how nany men
were killed in the Spanish-Ameriocan war?

Mr. MNeans. How many were killed?

Senator Oore. Yes,

Nr. Yeans. The Spanish War, by deolaration of the

Congrass, includes the Philippine Insurreoction, snd the Boxer
Hebellion e
Senator Gore (Interposing). No, I mean in Cuba, °
Mr. Neans. In Cubda? lc;; 1 cannot answer that.
Senstor Clark. [ man that died in camp 1s just as dead

as 1f he were killed in action.
Senstor Uors. I have heard the s3atement that 305 were
killed, and soma thousanis wourxied,

L

Ar. Means. 1€ you will taks -he en‘*ire Speniish Yar I ~an
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gl ve you t he figures,

Senator Jora., One hundred and ninety-eight thousand are

|
on the pension rolls now, ;f‘
Mr. Mesns. A 1itt:le less than 198,000. 2

Senator Core. Now 1t was about 50 years after the Civil |
sar Lefors they got s dollar a day.

Mr. Neans. No.

—— vt > S, mme a4 &

senator Uore. It was 19207
nr. Means. Yes; we got ours in 1920,
Senator CGore. Did not the Civil War Veterans get thelirs

|
about the same time? {

*

Mr, Means. No: they got theirs in 1890. The act paseed :

!

in -- ;

Senator Jore (Intsrposing). Noj; I do not mean that. I f
mean the dollar a day pension. |

Mr. ¥euns., Oh, you mean as to amounts? .

Senator Gore. Yes; the Civil War Veterans got the dolllé
a day about 1920. - ‘

Mr. deans. You are notv talking about the pensions for
age? Trhey got the first pension in 18U8, and that met with a
veto, and then it was repassed.

Senator QGore., Yes,

Yr. Means. And then later they got the 0ld age pension.

Senator (ore. Yis,

M, «eans. Yo have never come under that. We are still
under the disability pensions. In other words, it 1is measured
by our d1lsabilisy, I think you are confusing the two.

Jenator Oore. No.

Nre iaana, lat wa uy this to yon about the . panish Warg
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There were over 5000 dead. In the Philippines alone wo hed
over 6HY angagements in which there were ocasualties. It was |
the longest ?tr that you have engaged in sinee the days of tho% {
Revolution. }haro wes more, and a greater percentage of oiok-i

ness during that confliot than in sny war you have ever had, .

I'he casualties LY death were greater by far than any war you

have ever had. The engsgements of the troops, and the campaigas ~
wers largely in the tropics. More than 60 per cent of the ‘:
troops served in the troplcs. You remember the embalamed bdeef " i
scandal.

Senator Gore. You are talking about one thing, and I
about another.

Mr. Means. I bdeg your pardon.

Senator Gore. 411 I asked was when the bdill was passed
giving the Unfnn Veterans & dollar a day. Some gentleman
stated that the aversge of all pensions is $33 a month now,

Yir. lleans. I ®n sure I could nok say thate >

Senator Connally. What you want, Senator Oore, 1s when
the pension was made & dollar a day? =

Senator Oore. Yes.

Senator MoAdoo. General Hines oould prodadbly give you:
that inforwmation.

Gensral Hines. About $33 a month is the ovornso..

Jenat “r MeAdoo. ¥hen did that pension go into effeot for
Civil Aar Veterans with reference to getting that dollar a day?! —

Senator Barkley. [ thinx it was subseguent to 1912, I
voted for 1t,

OQeneral 'ines. It was about 1913,

.onnsor Clapk, It wag 191%,
I- ] | '\
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Senator Uore. [ know that is a mistake, becawge I ‘mag

assailed in 191} in my race for re-election because I was not .

for l¢.
Mr. Means. My offioce tells me 1% was passed in 1904,
The Chairman. The committee vill’otop the hearing now f

!
R !
snd 20 into executive session,

Senator Connally. 1 want to ask iry Kirdvy one Qquestiom, i
Mr. Chairman. He reprcsents the Blsabled American Veterans. ?
1 want to ask him if his organization would de willing to %
acceapt a 10 per cent flat cut.

Mr. Kirby. In view of the emergency ovur organisation :
would favor 1t on these conditionss tﬁ‘k 1t is purely tempor-’
ary, and, sorandly, that you leave the struoture as 1t stands,

and have the horigontal cut in every ocheck that goes out x

the Veterans' Administration.

The Chairman. All right, - y

Senator MoAdoo. Let me alk you this: The proposal here E
is to cut 15 per cent from the salerivs of GCovermment employ- %
ses. Supoosing it wae 15 per cemt, would you aceept hat? !

Mr. Kirdy. I think there would bo hesitarcy about that, ;
Senator, but our interest is in prgtecting that structure of

the law. :

'
Senator HoAdoo. If the cut wes 15 per cent all around,

you would acoept that?

Mr. Kirdy. 1If ovorybod{..ooopia {8, o will faver 1% ae
I ssid before.

The Chatirman. Very will, 7The scmmittes will now go

into executive session., We will ask ever)body except the
‘ - .



committse to leave tha room,

(Whereupon, &t 11310 e'clesk 2. ms the sommittee
went into executive session to eonsider the bill,)
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(After a ~hort tire in executive session engeged in the
* oonsiueration of the bill, 8. 253, the committee decided

to hiear 8 further stetement, as followss)

STATE» BN (T HON. ARTHUR A. BALLANTINE,
LNDES.CKETARY P THE TREASURY,

WASHIGTON, 2. Cs
i

The Chalirmen. Mr. sellantine, we 2ish that you wouléd i
tell s vta‘ the situezico s e to the conditiom of e

Treasury in the matter of the issuance of long term and

e eem——

short term paper. lan there Deen any ohenge in the adility

of the ‘ireasury to stll it at any inorease in the interest

ratest [

N LT RN R 7 I
I

Umor;ccrc tery :ellantine. I would 1ike to state
that Secretary #Woocdin was extremily sorry that he could not
ocome up before the Committee this morning, but he is so muoh
engaged with the banking situstioh that he could not do so,
snj he hes agked me *o respond to your oull.

The Chairmen. And we aro.nry cled that ycu ere jhere.

Undersecretary fellantine. :here has been an altogether f
striking adverse ochenge in the ability of the {reasury to do |
short term finanoing.  That ts ehown by the D11l fgsve of

“arc!l 0 Up hareh 6 we mmde an offering of Treasury tille.
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As you all know, they are the non-inbterest bearing odligatisns -
~— 30ld on e discount basis by competitive bids; anMd we made en

orrorlné on that date.

-« s - ——— . ¢ A - ety
o e T
o e e e - .

Sepnator Walsh. Of how mucht

-—rm

Underseoril.ary Ballantine. umty-ﬁn millsone,
Senator; and the discount rate at which those bills went was

Ay ot o

L¢ peroent, prectically 4.26 percemt. That is on an anmmal

rate for a 90 day obligation. The significance of that oan bo;

realized wvhen you go dack to the rates on previous issuwes. |

1 go back on the sheet which I have bLefere me to the fsewme oo

of Nove-ber 30. These issues are made from time to time and ’
"rolled over"; that is, they come due, and of ocourse under |
present conditions we have been replacing thea by new 1u§n.
as there was nothing else @0 do. On Eoverber 30,1.932. the
rate on the bill fssue was 13} hundredths of a percent pev

 anmom, practically one eighth per anmm.

The Chairman. One ois}m\ of one paroent?

Undersecretary Ballantine. Yes; and that was a hundved

million dollar issue.

~
Sevator Metoalf. Was that over-gubdserided? _

Undersecretary Ballantine. Yes; that was very much more
largely sudbsoribed than this issue.

Senator Connally. It was padded, was it not?

Undersecretery Ballantine. The bill 1ssuee I 40 not

think are 20 muoh padded.

Senator Connally. It was, thewgh, according $o the

press. ’

Undersecretary Ballantine. The certificate isswes and

the note 1ssues have undoudbtedly been padded on subsof’ption;

MIMQ ?—l I M"



but on the bill issue the bidder goes into resl ocompetition

on the rate.

It 1s regular competition, end the variation

in the amount of bidding is very great, Semator. Ordinarily

on these b1ll issues we would get three or four times the

amount offered.

We would offer 7% millions and we would ge$

250 millions to 275 millions of bids. On this issne of Nareb
6 we offered 75 millions, and I think we got about 9 millions’

of bvids.

In other wetds, there Iad been & tremeadous ahoot

umnu-mgwmmumumu.

The banks 41d not want to buy these bdills.

Marach.

Senator MecAdoo.

The banks all cles2d on the 6th of

Underfecretary Ballantine. Oa the 7th, Senator.

Senator ¥oAdoo.

I 40 not thipk that that is very .

significant:at all in view of the ocondition of the banks at

that time.

The offer was on tha 3rd,

Jenator Welsh. When were the bids offered ?

Undersecretary Hallantine. They were clewed ca m' é.
P
The 6th was the date for elosing, '

+

'

and the banks could not pay. But March 3 was a date when the

banks were open, unier the threstening conditions.

Semator Connally.

But hed not a lot of states already

put the clamp on the banks, on the 3rd?

Underseoretary Ballantine. Mothing like as extensively.
Of course Michigan had.

Senator Connally.

¥o; but you said thay were all oper.

As a nstter of fact, before the Federsl Oovermment ¢loeed the

banks more than thirty states had already declared/a moratorie

Uste
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| The Chatirman. There is no 4douds that the meratoriwm e
" tn Nichigen and in some other states had its effect om the
proposition.

Undersecretary Ballantine. There is adbsolutely no
doubt that the woratorium did; but the conditions underlyisg
the moratorium were not absent.

Senator Barkley. uJo you thiak it is a reflection of
the lack of confidence im the oredit of the Govermment that,
dus to the condition that the banke were im, the people d&id

-
-

b
%,

not know what was going to happen to their woney?
Underseorse’ary Ballantine. I think we have got to a

point where a great many of these things have met and have
produced and effected the result.

Senator gore. If I understand these figures rightly,
it means that there 1s a limit or a line beyond which the use |
and abuse of the credit of the Unitved States cannot go?

Undersecretary Pallantine. There certainly 1is, Smw

H

Gore. hobody has known, nobedy could tell in edvance, just

t
where the 1ine might be., But there is & line somewhere amd, ©

in my opinion, we have got right &p to the line.

H

7

Senator Connally. If you pere going to judge between
those two rates of &k and 1/8 of ens peroest, wonld you net
say that the abnormal condition wes the 1/8 of onme percent
rather than the Li!

Undersecretary Sallantine. That was the lowest rate.

Senator Connally. In ;;1 the experience of the Treasury
you never had anygbsng approximate the faet that you could
borrow money for 90 days at one-eighth of one paroont.?.

Undersecretary ballentine. The previous issus was .17




) | L . N
of a percent, and the one before that was .203 the one before
that, 21 and the one before that «19. It just happens to be
lowor. But all last fall we had had those very low rates. |

Senator Connally. But it was all abmormal, was it net, P
in the history of the finances of the Treasury?

~nderseocretary Bnhntiu.. That 1s true, Senatory dat
from the standpoint of the Treasury finanoes that oonditiom
which made it eany to finance was oms which was of enormous
denefit to us at the Treasury. It does not make any differ-
ence whether it was abnormal or not; we ocould do business

there. Now we have & condition where it is vastly more Adif- t ¢

“a

fiscult for us to do business. I agree with you, Semator, ’
that it was abnormal. |

Senator Gors. You say that these low perosntages were
sbnormali. Was not the abtmormalitv itself a pathological con-
dition whioh showed the hectioc state of feeling, that they
were not willing to put their money into anything else, dut 2t
would put it into Govermment securities, and that there rnny;
wae not any private finanscing in What N.po?

Undersecsretary Ballantine. Yes; I think it was Quns |
very much to the faot that money wis not flowing imto mw.
was not being used for commercial purposes. I think that 1e -
perfeotly true.

Senator Couzons. It 1s also tmo.. ia it not, that 4
is adnorwal for three months papert

Undersecretary Ballantine. I would like to be able to
know that, Sen:tor. Four ani a quarter ia a very extreordi-

narily high rate for 70 day paper. We have mever haA gsuoch a

rate in All the history of dill tssues,
|



.
Senator Walsh. Is not the recerd hie, that you

offered these bllls on the 3rd day of March, that the bids

were opensd on the 6th of Mareh; that badkers were sending im

. \ aRwmar e S e i Whger b S

their bids on the Lth and 6th, the 5%h being Sunday, amd P
that overy bank in thls country was closed om the morning of *
the 4tht Is not that the record? :
Senator MoAdoo. On the sorning of the 58h, was 1t nos? %
Serator Walsh. Noj on Inauguration dey every dank was |
closed. ;
Senator NaAdoo. Yes; that 1s righs. : 1
Senstor Walgh. S0 the banks were submitting bdide to |
you at a time when every bank was olosed. On tho L4th every

bank in the ocounti'y was olosed.
denator LaPollette. But on the 4ay they mede this
offer, it is my reocollection that some twenty-five or thirty b
states had dank hollidayv.
Undersecretary Ballanstine. But the bulk of the bidding
would be from the ingor Senters, like New York and Ohicage.
Senator LaPollette. Yes; Dut they certainly must have
had the matter under consideration in New York, for lew Yorx
went on the moratorium on. the Lth of Maroh.
Senator Walsh. A&very bdank in Yew York was olosed os
the Lith of March, and every bank in Boston and in Chicage.
Senator Cousens. That is not when tie Treasury received

theess dide, though.

The Chairman. Do you kind of intimate to the banks a

little bit in advance that you are going to issue these bills
et ¢ gertain time?

Undersesreary Ballantins. On the bill lssues we 4o

ook I . WOy
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0% usually, 3Senasor; but they had a good slear day. |
Semator nnrh.hy. on the 3rd, what time 4id you offer
thent That was on Priday, ves 18 mot? -

Undersecretary Ballantine. I¢ was made on the mornisg
of that date.

Sepator Barkley. HNow does the information go out to '~
the banks -« by wire or by ou'culu' letter from the m.
and when would 1% be recotvedr

Undessecretary Ballantins. Right that morning. The
barks would get {¢ u'ne woraing. It is sent to the Federal
Reservo Banks, and they send it to the danks, and they would
all have it that morning when they opened for business.

Senator Cousens. It is ammounced the day before!

Undersecretary Ballantine. Yes.

Senator LaPollette. The point I want to get on the
record is that it is not fair to leave the implication with .
the Semators that the bankers in Mew York were unsware of & »'
wvhat was going on all over the country. On the day that you
made this iassus there were many states in the Union already

on & bankiang holiday; and onr.ybodw knows that the beaks ia
New York and other centers where they hmd not closed were

[3

H

really in this situation and were oonfronted with the fact
that their own states wwild 6loss them within a few hours,
whioh sotually 4did happen in the State of New York; amd to
hold that up as & proposition indicating that the oredit of
the Government of the United States had collapsed seams to.n
perfeotly adsurd. You can collapse it if you keep talking
about it this way.

Undereecretary fAallantine, Ve mude the offering on



Thursday morning ~-

Senmator Buv,l:y. hat was the second, was iU pot?

l ‘Il

v. '_:“r‘,.,;’.q- "le“l-s-“
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Underseoretnry Ballantine. Priday was the date we

}
received the bids, but they had Thureday $o oconsideyis asd ‘

put in dids.

Senator Walsh. Then you offered She isswe om She

seoond, not the Shird? !

Uindersecretary Ballantine. We annoumced the offering

on thnt date, ard we received the bids on the 3rd. P

d" .

Senator walsh. And opened them on the 6th? i
Undorsecretary Bnntn'ﬂm. No.

Senator Walsh! When 414 you open them!
Urderveoretary Ballantine. A% 2 o'elook, Priday.
Senmator Walsh. Then you opened 'én- on the third?
Underseotvetary Ballantine. Yes; and the 6th was payment

]
_
e

The Chairman. Did you acoept thewm? i
Undersecretary Ballantine. Yes; we 414; ™t ws 414 =58 | ‘

got the money, because they could mot pay. They ’ad to poat-?
pone that. .

Senmator Berkley. If the banks bhad not been closed

would they have been aviilable Saturday? Could they have
made bids 3qturday?

on Friday. 2

Undersecretary Ballantine. MNoj bide oclosed at 2 o'eleek

Senator Jonnmally. Wny 414 you not get the soney, UWr.

Ballantine*

T .dervecretary Ballentine. Because the b ks were

~N



olosed.

Senntor Connally. 8o that had an effees en their bide
as well as on their ability to fulfill them after they were
made?

Undsrsecretary Ballantine. The whole sitmation had
an effect on thelr bide.

Senator NoAdoo. There was an abnormal u?nts.og, Are.
3ecretary, o.t course?

Underseoretary Ballantine. Yes.

Senator MoAdco. There was an abnormal t'tmea.u situ-

ation in the country; and you do not ann to infer that a
four and one-quarter peroent rate 'yuld have had to be peid
on those short time fotes if that abdnormal condition through-
out the country had not existed, do youf

| Undorsecretary fallantine. Well, that comes down to
saying whether that s & normal rete. That 1y & very high
rete, 88 3enator Cousens hag said, for this Nind ¢f paper
under normal conditions. '

Senator MoAdoo. I 414 not say the rate was abaormal,

but conditions were abnorwmal.

-  Unlersecretary Ballantine. May I say this, Sematoet
That wvhat is of interest w'ns at tho Treasury is wiat w
can get money for under the sonditions as they are and as
they will be. We ‘tro still going to de doalu.s with ocondi-
tisns that are very serioualy affected; and I will tell you
that this rate of L$ percent on the Hille is so-.othing ve
have got to face right now and efter the danks are open.

This v not going to change. We are going ts have diffisulty

in gatting this kind of monsy and all other kinle of money.
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There io a'solutely no doudbt in my nind thes the adopsien of

the recommendations whioch have been ua;o by the Precident in _
his message are essantial to put the finmances of the Treasury T !__
on a sound basis. We have boen going along and getting by
with these enormous defiocits, dut.the dell has rung; wve hwe
got to get rid of those deficits. We have got to get various
kinds of messages to the pooplo of this comtry that we are
laying & new rcunbtion; and one of the mew foundations that
we have got to lay, if we are going to properly deal with
pudblic fimanoes, 1s to say that wo are going to put this
Badget in order. I have adsolutely no doudt about that.

There are other things here. Conditions are admermal.

How are we going to build the Govermment's dusinesa out of
that absormal condition? One of the things that we have got
to do 1s to say that the Jovermment 1is going to be adle to

pay its bille out of its receipts, and not continue these
deficits. We bhave got to carry that .:su’ to tw buyers

of Govermment gecurities. ¥We have got the prodliem of this et
maturity on Narch 15.

[N :
Senator Walsh. How much 1e that? r—

Undersecretary Ballantine. $693,000,000. That oomes
due on March 153 and we down there are dealing with the
question of meeting that maturity and getting some wore WODey.
In the confidence of this room I nov tell you that that 1»
the most difficult and pressing prodlem. Uive ue sowething
to say to the financial institutions and the buyers of Govern-
moent seourities that tells them that the Geverument is going
to be right. ~e noed 1t. We need it desperstely; ead you

cannot onr-caphuuo. theo need of retting our flioances on this




basis. ’ A

Senator NoAdoo. MNr. &ontar;. may I ask you this
question? Do you mean to sey that this ®ill alone is
essential to the restoration of the Govermmnt's oredit
which you now seem to think is impaired beoceause of the high
rate bit on the last lssue?! Do you mean to sxy that the
passage of this bill will fwmediately cure the impeirment of
the orédit that you are diacussing?

Undersecretary Ballantine. I dc¢ no§ think that any
single thing 1; going to oure the condition, any more thanm

any single thing is going to restore former dusiness oondi-
¥ions; but I think the passegy of this bill 1s an indispene-
able step and prodadbly the most important single step.

Senator MoAdoo. If you offered $700,000,000 of Govewn-
ment short time obligstions on the 158h, do you think they
would be taken? ) ‘ '

Undersecretary Ballantine, !”’, the answer is an |
unqualified yes. . ‘

Jenator Gole. Is it tm, or not, that you canrot uee

ell the oredit of the United States and have it lefs, any

more than you oan eat your oake or your orust of bread and

have it left?

Uudoneorot:ary fallantine. Y think that is a sound
proposition.

Senator Uore. A pnumber of the banks had cloesd on

March 3 when these bids wers invited or submitted?

Undersecretary Ballantine. Yes.

L 4

Senator ‘iore. The danks ia Kew York uxt other cemters
had not closed at that timms?




Undersecretary Ballantine. That is rl;hﬁ ’

Senagor Gore. Those bankers knew that oertaiam outlets
for the investment of their funds on en sarning basis would
be closed and that they would have to look to these Govern-
ment seocurities; and ngdcr ordinary ciroumstances would not
that have forced competition on the part of these tanks te F
g0 into these Government securities if their faith in the
oredit of the Government had not been changed?

Undorseoretarcy Ballantine. I thipk it would have oper-
ated that way. ‘‘here was the best thing they could get to
earn something on. Why would thero not be ocompetition to ge$
that? That is how it had been operating up to that time.
Now su .denly we find that inatead of competiticn to get in
on these Govermment securities, the whole complexion of tne

situation had changed.

Senater Connally. On the other hand, the men that
would buy these securities are dusiness men and they would
want to get as mﬁ' for them as they oould.

Underseoretary Ballantine. Certainly. Astuslly theese
securities have gone to the banks, the bulk of them.

Senator Connally. I em telking about the dbanks.

They sre going to get as high a rate as they can? "

Underseorotary Bannnt:m. Certainly.

Jenator Connally. And the feaot “hat at the time the
New York banks k.ew that they were the only ones that were
going to get them, had some offect on the price they did,
4id it not?

Undoruo’ronry Ballantine. If that 1s so, why do we

hive only a 1little over enocuth to ocover the issue, inatead of



ordinarily havirg bids three times the smount of the issue?
Senator Connally. Becsause they had doubdbts as %o

wvhother thev were going to get the momey to pay for them.

Y>u said woney was not availadle because the danks were
tlesed.
Sepator vousens. MNay I ask the Secretary & questiea?

Is it not a faot that these banks were congested with short

et e v »

time Covermment financing?
Undersecretary Ballantine. Semator, they had some

64,0 mt1llton of bills, dbut I do not think that is true from
- the banks' standpoint. I tblnk.tho banks have desd not only

willing but eager to have thesze, because of just the condi-
= tions that Senator Guore has referred to. They have not had

demands for this ~onoy for bBusiness ~- sither have not had

the demends or heve not done 1t; and the banks hawe deen sager

buyers of tlwse Govemment securities.
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bonde also. Hov many did the Federal Riserve Banks have

at the time they were uq;xind te pay four and one-eightht
Undersecretary Bunu‘:tlm. Of course the Pedersl

Reserve Banks 414 not come in on this. They had an eggregate

of some billion, eight hundred millions of Guvermmeat securi-
ties --

cvenator Cousens. Of all kinds?

IIndercecretary Bal lantine. Yes.

dJen.tor Couzens. 4ué that in part respoasible for the
fect that the momber banks tould not get essistemoe, because

they had so ruch uovernment stuffy

Underseeretary ballantine. Ko; I do nst think so, te-

M3
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causs the Federal Reserve Banks are poruitbed, under the
JNass-3teagall Aot to use those for issuss of curremsy, amd
1 do nmot think it has iaterfered with the banks in that
respect at all.

Yenator Cousens. It was reported last week that
applications had deen made to the New York Pederal Reserve
Bank for money to help pay banks in Now York and Rew Jersey,
and had beon refured because they said they were losrled up
with Government securities that they comld not sell, and
therefore could not scoommudhbe thea.

Undersecretary Ballantine. I do not kmow anything
about the facts of that situation, dut I‘.oumoe see how, with
the present permissiocn of nsing these Govermment eourities
S t:nl: of currency ifssues with the banks' gold reserves,
that would have been a r;.aon. “he banke have Deen eager
to have these securitier. But let us assume the other weay:
lot us assum? that the answer that you suggest is correct.
What doss that meant That mesans that there ought to de an
offort -~ and I fully agree that there ought to be in time --:
to get these securities out of the denks ond into the hunds
of buyers. If that is your suggestion, I am in acocord with
it. ¥We wust look forward {0 that operation.

Sepmtor Couzens. That is the 7oint I wsa irying to

maie.

Underseoretary Ballantine. I sgree with you.

benator Cousens. /g only way to do that is to keep up
the Govermment credit and get rid of somé of these shors time
papers.

Undersecretary Ballsntire. I think that is absolutely



right. That is what we must Jesk fervard to, nnd, ia that

operstion, fixing the buiget on a sound basis is absolutely
indispensable. Without it I 4o not think we oan get rid of
the amount of short time odbligations we have, reéucing thea,
snd taking care of all these 8 dilliom 200 million of bonds
that ere now celladle -- I 4o not think we can scoomplish
those things.

Senator NeAdoo. Are they not .u-;/l:uubur

Undersecretary Ballantine. Yes.

Senator NeAdoo. We 4o not have to take %heeo up.
They are ocallable only. ihe Govermment has its choice to

leeve them or to pay them at a sutwquent date.

R
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"ndersecretery ballentine. They besacoms part of o prop.f‘;
tecruse we Lnve $6,268,000,000 actually beocoming due fn 1938, %i%
The Treesaury cannot it still end face an enormous masurity . i
such a9 thnt't one time. We have to be able, as we dAid def ‘2
in tre period after the war, to go ahend and get rid of some '
of thet, and reducs that amount, snd clear up our finsnocial : %
pteture. We dc not want a $6,000,000,000 maturity at s .15313 N
date; sand In al) this, en operation with the public must be

rade, vhere the public ccmes 1n snd buys the Covermmnt cdlie-
’ L
gatlons at sare stage. e cennct make that, we csnnot svessed

in that, until we ocen say to the publio that the Coveroment's
finances are in sound oondition and that we are operating on @
balsnced budget.

tenatcr leAdooe -, lecretary, let me get this straight.

‘d

As 1 underatand it, trere are $6,000,000,000 of fixed waturi-
ties due In 1938, 1s that your stutement? .
Underse~retary Esllantine. Yes. It 3a $6,268,000,000.
Senator NcAdoo. Is that & fimed maturitye? ”
Undersecretary Bellsntine. Oh, yes. ;:k
Senator MoAdooe Or 1a it merely calleble st the opticn .
of the Covernment? A-}
Senator King. It is fime:e.
Endersecretary Eajlantine. October 19, 1938, 1s the matur-
ity date. ,
censtor MoAdooe. Thet 1s four years from now.
Undersecretary “sllantine., Yea,
3enstor KeAdoos Why nhould that affeot ycur finanoing et
the romentt TWhy 1s It to be asscwed thet baetween now and 1938,

provi-fon rus be meie t hi's tims for it on v°me sort of e



pro.rem®  cur years from now 1s a long time. Wy hope the
reuntry will te ' omueh better condition then, and I do not

~ee why t!at particulur thin, should affect the aotion of this .
com-tttee ot thia time. It is fiwe lb’ e half yem's sheed.
we do not heve to get resdy with the ecredit of the United i
States voernment five and & half yesrs abeed of @ wmatwrity io%
raise money to pay it. -

Undersecretary Bellantine. If you have ncnriy 1.4

21,000,000,000 of dedt to manage, you csulot ..

Sepator YoAdoo. That matures over verious datese.

Undersecretary Fallantine., I knowf bdut you cennot mansge
1t from day to day. There must be financial plans. There -nog
be a achems of hendliug the debt, and if you have a grest
maturity like that, if you ¢re going to heve sny satislectory
ronittton of finences, ycu muet be working on that.

Senator McAdoo. 1s aot the only protilem at the moment ﬁhl' {
floating debt of the Tressury, the short-tern debtt That is ,
sll yru have to desl with instantdy. |

Unlersecretary Ballentine. Ve heve that to desl with,
but thet is by no means our only prodblem.

Senator NoAdooe 1 msan so ro; as the dedt of the Gowerne
ment 13 concerned, I ar om!tting future defiocits. X am talke
Ing about what actuslly exists now.

Undersecretary bellentine. 1 wish you sould omit those
future defioits. Then you would simplify our problem immensely.
Senetor MeAdooe. That is the thing we have to considers

but an far as the present floatipg dedt ias concerned, that is,

y- ir st'rteterm debt, thet jrotlem is heve, enl rou are Jicess-

f- t-at fr.~ day to Jey by renewing the cbligaticns with the



a
bani:s. That 18 ahout what 1% amounts $o0.

Undersacretary Ballantine., Yen,

tc make 't clesr Shet im my Juwisment 1% s wholly fellesliows %

say tlL.«t because these notes were s0ld lest fall at one-eighth

of 1 vep cent interest, these short-time odbligations, that thet
sr.1es anvthing so far es the oredit of the Government is oot
cerne !, ort way or the other, beceuse at thut time much of the
1'quidity of the bLanks which bid for those Londs was the result’
of the!r financing with the Reconstruvetion Vinence corpontioo.j
finsneing which was done with the express purpose of putting
the:r. in & position to :arry on ths business of the country.

In1tead of do'ng thet, ‘< m=eny instances they took those funds,

after becoming 1iquié, and invested them in short-time Treesury.
certificstes ot alrmost no rete of iaterest, im order to keep
themselves In a position of liquidily. They would not make
loans et all., Thet is the reason you were adle to get that
sbnormal rate.

Senstor rarkley. hy would any denk borrow money from the
Heconstruetion Finance Corporation at 4 or 5 per cent and reine
vestl it at one=eighth of 1 per cent?

Senator Eafiley. We should follow the statement by Senmtter
McAdoo with the statement that the fact that our securities
s0ld st the discounts of from four end a half to four end e
e!chth on haroh bth, is not as significant es it would eppeer
when y'u oconsider the eonditicn of the Few York banksa,

Senatcr VecAdoos That is what I steted dbefore. ! do not
tri‘% !t res any ~reat sl nificamoe.

Senator Welshe Na%w 7 cex & quertion, . Cheirman?! Ass'me-

ot

ol



{ng that the passsce of this 2411 will give notice to e
ccuntey of @ redueticn in the mnuval expenditures of Shis ﬂi'§4¢$"
ernrent cf spproximstely $300,000,000, snd thet that sot will
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tegd to strengthen the credit of She eowatry, what do 160 oy
sy tc the contemplated action of Congress $o apprepriete 35
500,000,000 to underteke some work $o relieve or lessen umeme ii
ployment? Wwhat effect will that have upon the eredit? -
'ndersecretary Bellantine., Senstor Welsh, it hed been my

undcrstanding that the psssege of this bill would make mach

y o
i

lerrer savings than the figure you mention. I may de in error ?

.

sy to that, .
Senstor Walsh., The maximum is $380,000,000.
° Senator Barkley. ¥o. That is omly for We! >ans.
Undersecretary Rallantine. 1 thought the totel ssvings
sere much larger.
Senator Walsh. 1 had in mind the vetersns. That 1as trws.
Undersecretery Ballantine. Let me deal with the first
sspect of that «- |
Senstor Walshe That i{s the argument the veterans are make
ing tv us. "Whet you are doing here now s cutting us and get-
ting ready to appropriste to give this money to somsdoldy else."
Undevsecretary Dallantine. The news that Congrass 1s deel-
ing in this wvery firm end vigorous way with the finances, grest=
1y reducing Government expenditures and puttirg Covermment fin-
ences '‘n order, will have 2 beneficisl effect of great importmmoe
upor. handling the Uovermment'y fitances. There is no que-tior
shicut thet, snd there 1s nothing we gnuld nay at the Treessury

that ~cull overemphesise the importemce cf that, in our vi.ew,

Senetor 'imlsh, 17, ir two nr three days, we apnropriate



¥500, 000,000 =
Cene’ r NeAdoo. Yor Peiiel rurpomes,
Senator Weleh. Por relief purpeses -- will 1t net -crott}
the strengthening of the credit that shis b1l will Omm
orirg?t
Undersscretary Ballentine. BSenator, you ere asking me
wholly and purely asbout the financial espects of an nddltlo-llt
bond issue, and 1 em only spesking of thet phase of 1t, the
o . loouc of
“’nanclal aspect. There canrot be sny question thet the,eddie
tionel b« nis complicetes our handling of finanres.
Senator Vielsh. It vi‘il have a ton‘dcney to undo what the

passase of this billl would dc,

Undersecretary Bsllentire. That operation of increeeing
tte bond 1easve rorks ic the ;tbcr direction. “hether it would
undo the beneficial effect of this, 1s snother questicn. But
here you would take & strong, significent, vital step to help
the hend''ng of our finences.

Senator tarkley. Assuming that the bond 1ssue should de for
® long term, end should not e oonsidered in the year-toeylbe
balencing of the budget, would the emsetment of svch a lew,
end the sele of suclk long-time bonds, meteriadly sffeot or
nullify trke psychoivsicel good that this dil1l would do?

Undersecrretury Fallantire. I want to answer this question
solely from the fineancisl etendpoints You are asking me the
qresti n in thet aspect of the matter, and not in the 11kt of
ery other queaticns of rolier that mey be invoded. They do not
1ie et 81l in the Treasury fleid,

~rnator Wealsh. Kxectly.
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Undersecretary Fellentine. I cennot see ¢ vitel 4iffer- ;
ence in the way rou put 1t, or where you say these bonds oome j
in §n your owr oclassification. The big thing is that thers
are that many more bonds, and our trouble is to get the money
for the needs we rsve now, If vou increase those needs, our
tonds beccme leas valum:le because there are more of them. If
¥ u incres-ed tre bonds, s¢e ®would have Just thst much wmore
'~aneing to dos We ere in a situation where that is not e
we lcome {inancial prospect,

Senator Ooorgc;' Vr. Secretary, may I ask j;ou e question?
Suprose we sere to effect virtually the same economies during
tre next fis~al year that you entio’pste might de effected dy
this partioulsr bill. Would vou oocupy, comparadly, the seme
position in the Treasury?t . .

Undersecretary Ballantine. If we make these sconomies?

Senator Oeorge. Yes; by a flat reduction all the way
down tte lime, by differec: methodse This 13 s parmament plece
of legislation.

Underse-reteary Ballentine. Yes.



Senator George. Of ocourse, I Tealise the 4differenee
dDetween a permanent out and & year-to-year out; but 1f the
Treasury were in a position to say that virtually the same
saving would be effected dy & diffent process, under &
different method, would that me aay matarial differ snoe
in your position at the Treasury?

Undersecretary Dallantise, I 40 not think I quite get
the question,

Senator George. I say, #0:lh it mterially affeos
your position?

Undereecretary Bellantine. Are you esking adbout some-
thing different from this d111? '

Senator Geccge. Yeo, sir, A

Undersecretary Ballantine., Ae far as $h¢ finanoisl
question goes, 1f we Mave a great amount of savinge thni
practiocally balance the budget, tiuat 1s the essential poimt
with ws.

Benator George. 8o far as the Treasury is comoerned,
that is what they are getting at? _

Underseczetary Mllantine., Oh, yeo. The ;otulttnl
polnt with us is brisging the Yndget inte balsace.

The Chalrman. Are there any further queetions of M.
mallantine? It i now twelve o'oloek.

Undersecretary Ballantine. I just want to say one
word defore I go, because I do rot think I will &0 my Iuty
hero 1f I 40 not eay 1%, and that is thas the Treasury prod-
l1em is & reslly acute prodleam, and it does 2ot matter how
we argue thie thing, or what ve say, or vdat our theories
are. It is an acute and real rrodlem, deserving the ut-

rost aesistazoe that Tau can--snd I know will--give to it.



Thie measurs is of enermous dbenefit. I would 1ike %o say

that in the moet esarnest way I oan,

Senator Waloott. HNave you made any estimmte as to vimas
thie will amsunt to?

Underescretary .hnuuna. Ve dave not studied the
b11l, Senator Walootst. .

Senator MoAdoo. hy‘ I eck & question, ¥x, Secretary?
Assume thit this dill e passed (\nd that everything that we
oan do at this end of the Avenue 19 dome, within reason, %
dalance the dbudget and aid the finunoing of the Governmeatts
obligations, and yet, when the $700,000,000 comes due shors-
1y, you find you are usable to sell the oertificates, or %
renew those certifiocates,

Undersecretary BMllantine. Senator--

Senator MoAdoo. Vait a moment. I say, cssume, ncw,
that the oresdit of the Government is 00 impaired, decause
of the thinge you thizk ought o bde dome or ought not to de
done, or beamuse the anticipated results from the things
you want done c’o not realised. Then what have you in mind
as to the ocourse that ought to bo taken by the Government
to seet these odligatiens? You must have considered thas,

‘1f the oredit of the Government i3 resching the point whewe
you think it is endangered.

Undersecretary Bgllantine. We have not made any planm
for not meeting our mtérity, Senstor, mext week.

Senator MoAdoo. I am talking adbout the $700,000,000.

Undersecoretary Ballantine. 7That is what it 1s. Ve
are going to meet 1%,

S8enator MoAdoo, How are you guing tc mset 1Y

Undersecretary Ballantine, Well, we iro going to 4o



it.
Senator MoAdoo. Whether this Vill is passed or not?

Underedoretary Ballantine. This will de of great ae-
sietance. We have to do it. €f we do not mest that mtur-
ity, where is the United Btates?

Senator MoAdoo. The point I am trying to make is, W,
Secretary, that the passage of this bill e not going to
deternine whether or not you oan finanoe the $700,000,000,

Undersecretary Mallantine. Benstor, I think I 4iffer
with you there. I think the passage of this i1l ie going
to be lmmemsely Beipful in meeting that. You asked me the
question as to what we are going to do if the Qim States
defaulte. I tell you that the United States le 2ot goiag
to default. Ve are going to do that some way, but—

Senator MNoAdoo, Wdll-

Undersecretary Pallantive. Just a sescond., But we
hive ah ewriously diffiouit task, and 1f you take this
action here you are going % belp vitally in our perfore-
ance of that task. Those are the factes. .

Senator King. As I understand Senater MoAdoo, 1 thisk
Senator NoAdoo assusee tXat this measare intrinsiocally i

. not right., I'an for it, dessnes I think we must reduoe
expenaes. The mudlio dewands that., They dellieve that sowe
of these amounts that are 1;01" uu t0 the veterans and %
employees of the Gcvernxent sre 100 muoh, and intrinsiocelly
we ought to make sixe reduction there. ‘

Senator MoAdoo, Senator, yvu have drawn a whelly

wrong inferonoe frox my etatesent.
L]
Benator Walsh, M., Chairman, I suggest that thte

table Mr. Jaillantilie das been resdiryg froz de put into the



- e

record.
The Oairman. Yes. It will De put 1= the recexd.

(The statement refexred to 13 as follews?)
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Senator Walsh. A note should be made of the faet v
that the laet issue, Pricr t0 the one of Maxedh 6, Wao on | -
March ), and the rate‘of dlecount them was 1.000 per oamt.

Underwecrotary Ballantine, Jvst adout one per oens,
Senator—ans 0.99 per oent for the one defoxe.

Senator Walsh. The Fedlruary 83 zate was .88 of ene
per oent.

Underedoretary Rllanting. I am glad you put thoee

Senator Oore. I want to ssk one guestion.

Senator NoAdoo., Senator Oere, will you allow me to
finish the one question I had, and to corr3ot the imgression
of Senator King?

Benator Gore. Yes.

Benator MoAdoo. I am not argaing that we ehouid not
4o everything we ru.o:nbly my to reduce gxpenses and to
out out waete in the ow;tion of the Oovernment. I am for
that, within reassonabvie limits, of couree; But I 40 mot
want to be persusded, and I cannot de parsundeéd, that the
spaotment of this Vi1l fe o0 %Wntn tat the finemoing
of the Oovernmsemt, tbe financiag of the:s edligatiens soon
mturing, is going %0 be seriouely affected. On the other
band, I want to say to Undersecretary Balliniine that I do
5ot say that the Covernwent would or might default. I know
1t will not. I know our oredit is iz a0 such condition as
that. But I agked you if, for any resson, you thought
that those maturities ocould not de =et, whethur you had

oonsidered any meagure, ocutside of Shaxe thie, dy which the ;

oredit of the Goveznuent wight be pretested and these odls.
gations iieodbargpd. -



. &

Underodoretary Sallantine., I zrefuse % cemsider o
eituation of defsuls. f
Senator Waloott. I 40 not think we cught %0 put the :
Underoccretary 1a that pesition here. |
The Chairman, Semator Gore wants %0 ssk you a gues-
tion.
Benator Oore. Io-it not true, Mr, Secretary, that we
mast refund the four or five billions of floating dedt of
the Oovernzent defore jxivate euterprise can md\;xy

finanoe iteelf toward recovery, either with long or sdert
time obligaticas?

Undersecretary Ballantine, We can have an amount of
short term dedt, Senator. I think we ought to reduoe the
short term debdt that we Mave, btut you touch on a véry vital
point which has not dbeen touched on hitherto, and that 1s
that placing the finances of the Oovernment in a sound oon-.
dition has & great deerizg upon the revival of bueinees.
Until we get the Government vhere it Cemses to be a dreg
in scxe forr or nther beosuse i%s revomues sre not egual %
its expenditures, we do not have a ohanee for the develop-
ront Of the oredit that mist flow inte businees.

Senator Gore. The Govermment, in theeo short time
obtligations, 13 adbeorbing funds that private mierprise
ndeds,

Underseoretary Bellantine. Whether private enterprise
neods ther at the moment or not is a Questien, %ut there

oan be no quesiion that ultimstely there ought t0 be a free

flow of oredit for bnmeiness, wod you sre net ®iag % arew
e ploture 0f business revivel ani ecuninees wrt.l the —



Oovernment bae ite ploture z)ght,

Senator Oore. Pow, W, Secretary, theee flesting
dedts mave got to de funddd into long time odligsticas, dave
they not, ocooner or latex?

Undersecretary Ballantine. As I ey, Senater, a m |
has to be. There le¢ a nermal pu:i- of the floatiag dedt '
that is a convenience to bdanks. It is cheap momey for the g
GCovernaent.

Senator Gore, That is a emall peroentage, ovem though
i1t abeorbs availadble funds, Uow, I come to this. You were
ssked what effeot Wie issuanee of $800,000,000 of long
tera donds tf relief work would have on the money market.
Would not that preespt and precooupy the field to that ex-
tent and withdraw it fros the refunding of obligatioms whish
the Government mist meet through that, cooaer or later--emd
sooner rather than later?

Unierooccretary Ballantine. Yeo.

Senator Gore. That is all,

Undersecretary Ballantisme. I think I might introduse,
Senator, a statement of the public dedt as it stood on Ped-
ruary 84, 1933. You might like to have that in the record.

The Chairman., Very well,

(The statement referred to is as followst)
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The Cheairsan. Are there any other gquesticne!?

Senator Oore, M. Omirman, 40 you not tbink thie
strtement ought to be “epi ocnfidetial?

The Chairman. Yes; I tiink this statement froa the
Undersecretary ought to de confideatial, for the mesbers of
the OCommittes.

Senator Walsh., Jr, Ohairwan, I think there is som

question about the wisdom of treating it ae confidéemtial.
We are procedding here to adopt some extreme legislation,
ard I thirk the oountry ought to Inov vhy we are doiag 1t

{1 we do i1t. They ought to know that we are doing it upea
representations that the credit of the United States 1s o0

severaly impaired--and the Treasury so informs us--that 1t

is necessary to do this,

The Chairman. I think, perbaps, there were sOB8 outo-}

pentes the Undersecretary mie that possidly should not de
given oui.

Senator Connally. For the present we ought not to
release 1%, Vo might relesse it latex,

Undersecretary Ballamtine. I have made this statement
on the dasis of a frank talk with this Committes that was
not pudlioc. If we have to mke & Treasury statesent adbout
the state of thé Government'e oredis, we would have %0 give -
that a good desl of thought. I ocertainly would not want to
sake & pudlioc statenent that the credit of the Governmat
ie impeired. ¥Fo such thing mis: be said.

Senator Cousens. My I ask you, M, Secretary, if you
oan prediot what effect the iifference in the interest rate
wouli have on the Maroh 15tk zelunding, or whether the pas-

sags of this b1ll wou'l have any effeot on the interest rate?
.
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Undersecretary Ballantine. 1 cemnot mmke & predictiom !
as to what the interest rate would de, frankly, Umatoer.

Senator Oousens. I did not ask you to name the inter-
estd rate, but what is your best judgmentt Wmat do you
think the differenas would bde?

Undersecrstary Ballantine. I think it would help. 1

oould not indicate the difference. The vital point is that
1t will help in getting that operation done. That 1is what
ooncerns us, t0 4o it. And 1f the message goes out here
that Congress 1o dealing vith the Governwent finmanoes in

* the way the bill proposes, it helps us to go ahead and get
it taken oare of. That ie vhat we muat do. That is far
more significant than the interest rate. I know the inter- 7
st ;:ate is ‘.:;.*ﬂe.at-f and in the end I think it has a de- ’
0ided dearing on the interest rate.
Ssnator Couszens. You oould not indicate how mmoh?
Undersecretary !d'.hntun. ¥o.

(Mhereupon, at 13.10 0'0100k p. m., the Committee
b | 4
went inte executive sesesiontd oocmeider reperting owt

the b111, 8.233.)



