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Helmsnn, Henry Hermen

Legal Residence :

Would Replace '
Blography :
Comment |

Emcl‘li

Flint, Michigan, Federal Reserve District No. 7.

(M. 8. Szymcsak is from District No. 7; as Heimann's
office is in New York, he might be appointed from
District No. 2.)

Born, Aviston, Ill., Sept. 26, 1891; student, St.
Mery's (Kan.) Acad., 1905-08; LL.B., St. Louis b,
1914; auditor, Kawneer Co., 1917-19, asst. treas.
and eredit mgr., 1819-21, treas. 1921-27, w.p. Bame
and 4 affiliated cos., 1987-30; executive manager,
Hat. Assn. of Credit Men since 1950; ex-pres., of
same; Chrmn. Dem. St. Com. of Michigan, 1928-50;
delegate, Democratic Conventions of 1928, 1882;
member, exec. com. of Bus. Advisory Council, Dept.
of Commerce; vlce-chrmn. Industrial Com., N.R.A.

Suggested by Sec. Roper; Sen. Glass, letter of Oct.
21, 1955, to President: "It is my very definite
conviction that Mr. Heimann would prove & most use—
ful and desirable member." (See attached memo., ,
supplied by Sen. Glass.)



Mr. Henry H. Heimann was born in Missouri in 1881. His
father, now dead, was of German descent, and his mother who is still
living is an American of Irish descent. There 1s no Jewish blood in
Mr. Helmann's veins.

For two years he attended St. Mary's College at St.

Mary's, Kansas, where he took the liberal arts course. He then trans-
ferred to the University of St, Louls where, after two years, he grad-
uated, having completed the course in business administration, sccount-
ing and economics. He then attended the law school of 5t. Louls
University, securing his degree in law, after which he was admitted to
the Missouri Bar. He is a member of the “merican Bar Association.

In 1916 he went to Niles, Michigan, to do some anditing
work for the Kamneer Company, manufacturers of store equipment. At
first his work was entirely on auditing and accounting, but subse-
quently he took charge of coat work and then credit work, until he
finally was made vice president of the Kawneer Company in charge of
sales and finances. As he worked in the credit end of that business
he became active in the work of the local and National Associstiom
of Credit Men. In due course he became a director of the National
Assoclation of Credit Men and subsequently, in 1951, was slected
president of this national assoclation, Two months after his elec-
tion as presldent, he resigned the presidency of the association and
the vice presidency of the Kawneer Company in order to become
secretary, treasurer and executive manager of the National Agsocia-
tion of Credit Men om full time basis. He has continued in that
capacity ever since.

During N.E.A. he served as a member of the Industrial
Advisory Board of N.R.A. Later he became (and remains) a member of
the Business Planning and Advisory Council of the Department of Com-
merce. For some time he served as secretary to the coumeil. In
January 1954 he was appointed director of the Shipplng Board of the
Department of Cosmerce, in which capacity he served for four months
while on leave of absence from the credit association.

Mr. Helmann is a Democrat and, while he has never
served in an elective public office, he is not inexperienced in poli-
tica. He 1s extremely well zrounded in business and economic
subjects and 18 a profound student of business and economics. He is
a prolific writer on these subjects and, to asome extent, a speaker.
He is held in highest regard by credit and business men throughout
the country, and has been sound in the doctrines he has emunciated.
He is pleasant soclally, and an extremesly good mixer.

Mr. Helmann is married and has one daughter. He main-
tains his residence in Niles, Michigan. As a matter of fact, Mr.
Heimann's dutles keep him in New York most of the time, but he is
& reglstered voter in Michigan, which might be an lmportant factor
in any consideration of his name. It would appear to be a pafe
statement that business in general would react extremely favorubly
to the appointment of a man like Mr. Heimann.



MBIORARDUM

The legel division hns been reguested to furnish
en informal opinion as to whether Mr. Henry H. Helmann
(executive secretary of ﬂ-;ghmimnl Associstion of Credit
Men) whose residence is in -H?:, Michigen, snd whose main
office is in New York City, mey be appointed st lorge or from
some Federel Reserve District other than the one in which he
ragides or the one in which he has hia office.

Section 10 of the Federal Reserve Act provides in
part thet "In selecting the members of the Board, not more than
one of whom shall be selected from mny one Federsl Reserve
district, the Presldent shall have due regard to a felr representa-
tion of the finsnecisl, sgricultursl, industrisl, snd commercisl
interests, and geogrephicsl divisions of the country."
’ It is beyond chrllenge that the intention of Congresa
wos that the sblest men availsble who were represenbative of the
country should be eligible for appointment. The lew therefore
appesars to have been worded with this objective in view s is
indicated by the following statement which Senetor Glass made on
behalf of the Benking snd Currency Committee of the Fouse in his
report on the original E‘aderel Reserve Act (No. 69, 62d Congress,
First Sepalon, page 48):

"The provision that the President in making his
selections shell so fur ms possible select them
in order to represent the different geographlcal
reglone of the country has bean ineerted in very
genersl langurge in order that, while 1t might
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not be minutely mandctory, it should be the

expressed wish of the Congreas that no undue

preponderance should be allowed to &ny one »

portion of the Netion at the expense of other

portions, The provision, however, does not

bind the President to any slavish recognition

ng given geogrsphicel sections,"

It will be noted t]lmt. the law states with reference
to appointees "not more than one of whom shell be selected from
any one Federel Reserve district" aml that among other things
the President shell heve "due regard to a fair representstion of
the different commereinl, Industrisl and geographicel divisions
of the country". There is nothing in this langusge to prevent the
President when seeking to carry out the intention of Congress as
to finding the ablest, most representative sppointees s to designate
these sppointees from given districts. All that the law contsins
is a prohibition sgainst designating more than one sppointes from
the seme district. In other words, there is nothing in the law
to prevent the President from deslgneting sn appointee at large
especlally if, as in the case of Mr. Heimsnn, he is representetive
of the country at lurge. Indeed, the intemt of Congress to hove as
sppointees competent end representetive men would be carried out
by eppointing Mr. Helmunn &t large or from some district other than
the one where he resides or the one in which he has his office. Or
if it is considered preferable, Mr. Heimann may be selected from
the Fifth District, which includes the District of Columbia, since

he has frequently resided here snd been occupled st his Associntion's

office here in the discharge of his duties, which 1in foet, radiate




to all perts of the country. Moreover, he hes repeatedly
teen stetloned in Washington, not only in connection with
hie Association's work, but in connectlon with his member-
ship on the Business Planning snd Advisory Council of the
Department of Commerce and as & director of the Shipping Boerd
under the Depertment of Commerce.

It will be noted further that the law does not state
that an eppointee must live in or have his office in the district
from which he is eppointed. Hence only by narrowly construing the
lenguage of the law could it be argued thst Mr. Heimsnn must be
appointed either from the Chicsgo distriect or from the New York
district when as & matter of fact, since he beceme axecutive
secretary of his Associstion in 1930, with its btranches in wirtuslly
every state in the Union, he has been more representative of the ‘
country st lerge than of eny one distriect. Furthermore, uuralha
to be select:d either from the Chicego or New York districts, the
question of whether he was regresentative of the one or the other
would be more open to argument then to heve him desigmeted st
large or as "selected from" the District of Columbia. .

It hes repeatedly been evidenced thet Congress has
not desired so to dreft laws as to make them "minutely mendatory", but
that on the contrary, Congreas whether by lsw or by custom, has
recognized that the President's first concern should be to obtain

the services of the best men provided thet they nre representative




and that these considerstions should outweigh the mccident of
geography. Thus, while it has been en unwritten law from the
beginning of the Republic thet the different sections of the
country should be represented on the Supreme Court, the Senate,
fer from questioning, was glsd to amccept the sppointment of Mr.
Justice Cerdozo of New York slthough two New Yorkers, namely,
Chief Justice Hughes snd Mr. Justice Stone, were on the bench
at the time of the eppointment, In other words, the fact that
Mr. Justice Cardozc was eminently qualified and representative of
the country at large rather than of the section in which he had
spent his entire life was rig]:;trlr the gulding considerstion, and
the accident of his mloca tion was not permitted to stand
in the way of the cholee of & conspicuously desirable member of
the Court.

Similarly, lr. Feimann's el cuslificstions
" should bf the primary considerstion, mﬂ?ﬁe accident that his home
is inw and hies mrin office in New York, especiaslly in the fece
of the fact that there is no prohibition in the law barring his

appointment either at large or &5 from some other district,
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ECONOMIC CONSEQUENCES OF THE NEW DEAL
By Willlem Trufant Foster

What next under the N. R. 4. campaign? Can we consolidate
our gains and thrust the line forward in new sectors? Or have
we rashly taken territory which we cannot hold? Will the next
need of a vigorous offensive find us with most of our shells
fired and the rest duds?

The answer to these questions mey depend on whether we
distinguish in time between those phases of the N. R. A. whieh
can be relied on, year in and year out, and those rhases which
are effective, if at all, only as emergency measures,

We know, in any event, that the emergency which confronted
the new President called for an immediate, bold offensive, Such
actlon was imperative, because the poliey of inaction had brought
us to the verge of despair. To go forward, however, in accord-
ance with long-range planning was impossible: there were no plans.
We had always been content to plan to plan sometime in the plan-
less future. Meanwhile, Laissez-Faire had been the orthodox
religion; and the most respectable of economists and bankers
had been 1ts high priests. Slowly, reluctantly, we had lost
our faith in the Lazy Fairies, We had discovered that, in times
of stress, each rugged individual, pursulng his own profit, is
not gulded by an Invisible Hand to act for the common good. In
reality, he acts for the common harm, REach rugged employer,
each rugged banker, each rugged short-seller, each Tugged con-
sumer, each rugged boss of a trade-union local, so acts for his
own protection, when conditions are bad, as to make conditions
worse. That, we found out, is the ragged part of rugged in-
dividualism,

We began to realize that bankers, producers, and consumers
could have dealt a erushing blow to the depression, any day, by
collectively using their fighting powers. That, however, was
preclsely what they were not able to do. For we had intentionally
framed a sd-called Federal Reserve System which ecould not funetion
as a system; we had formed forty-nine banking groups, incapable
of colleetive aetion, each demanding the inalisnable right of
having as many bank fallures as it pleased. At the same time, we
had intentlonally forbidden producers to act for the common good
by Joint agreement; and we had provided gurselves, as consumers,
with ne agency for collective mction except the one ageney which
hed thus far refused to act - namely, the Federal Government, J

That is why there was neither program nor precadent to
enable the new President to deal adequately with the erisis which
econfronted him on the day of hie inauguration.




To start recovery, however, nothing more was needed than
& program which would appear sufficiently promising to change
the mental attitude of iﬁn nation. Every physical necessity
was at our command, and had been every day of the depression;
every productive resource that we possessed at the heights of
prosperity - men, materials, machines, money - everything,
We were certain, therefore, to go ahead, at least temporarily,
if we thought we could. Mr, Roosevelt first made us think we
could, ] en proceeded to act on ten basie, permanently
sound prineiples,. If he retains the courasge and the power to
follow through on these ten principles, and if he avoids
policles which elash with them, the New Deal may bring a New
Era, welcomed even by the most scornful of the Laissez-FPharlisees.

II
These are the ten principles: -

1. Every government, in formulating a national economic
plan, should start with the needs and capacitles of human beings,
not with financial statistics. Under the 0ld Deal, the procedure
was the reverse. It began with financial statistics. Then,
when the custodians of these statistics incidentally observed
the sad spectacle of ten million human belngs who were eager to
work but could find no work to do, the custodians coneluded re-
gretfully that nothing could be done about it, For, behold the
statistics! That was the Law, and Mellonws its Prophet.

Under the New Deal, we satart with the victims of statistics,
We observe that they are eageT to work, that there is plenty to
work with, and that they are yearning for an opportunity to enjoy
the wealth which they could readily produce if they had a chance,
Then, and not until then, do we take a look at the paralyzing
finaneial statistics: money in eireulation, so much; interest
on debts, so much; tex-exempt securities, so much; tax receipts,
so much; hoarded money, so much; sterile gold reserves, so much;
ccmmercial bank loans, so much; and the rest, Whereupon we
conclude: 'We made all these statistics; we can change them,°'

E. For, we have discovered, no recovery measures can he
even temporarily successful unless they do something to financial
statlsties. Every major business depression is a monetary
phenomenon, It is the result of the wrong volume and rate of
flow of currency and bank credit. The flow is right only as long
as the money Income of the consumers who want to buy 1s such that
they do buy, at the current price level, the lncreased output of
consumers' goods. Adequate consumer incame is the orux of the
problem. A business depression accompanied by a sufficlent flow
of consumer purchasing power is no more possible than a prolonged
drought accompanied by abundant rain, Consumption regulates
production, This truth was rescued from ocbsourity about ten
years ago. Since then it has become the foundation of the demands
of organized labor, the byword of the man-in-the-street, and the
second principle of the New Deal.

3. The third prineiple ie that consumer purchasing power is
subject to collective control. Neither currency nor bank credit



grows on bushes, or falls like manna from the skies, The flow
of money is not a result of natural law, Money does not manage
itself, Every currency is a managed currency, The only ques-
tion is whether it is managed intelligently, or the way we have
managed it in the past. The New Deal boldly takes the novel
position that man, who invented money supposedly for his own
convenience, can now make money serve his convenience, He can
se¢ to 1t that money finances consumption, and thereby he can
make certain the financing of employment and production.

When, however, money has been mismanaged, and the country
has suffered from rapid deflation, it is a proper function of
the government to bring about counter-deflation - thus reduocing
the real burdens of debtors and preventing wholesale repudiation
of debts; restoring, in the process, the dollar values of most
of the assets of banks, bullding and loan associations, and
insurance companies; protecting consumers' savings; and at the
same time establishing the only conditions under which business
as a whole can operate at a profit.



Early last Itz the President said in a radio address,
"The administration had the definite objective of raising commodity
prices to such an extent that those who have borrowed money will,
on the average, be able to repay that lﬂg;! in the same kind of
dollar which they borrowed." Early in ¥ the President re-
iterated that purpose. "Revaluation of the dollar in terms of
American commodities,” he said, "is an end from which the govern-
ment and the people of the United States cannot be diverted."

The policy was sound, The subsequent slump in business and in
confldence did not ocour until it became clear that the govern-
ment had, in fact, been diverted from its ammounced poliey.

4. There are two chief means of getting the additional
purchasing power into the hands of consumers: glfts, in the form of
charity, doles, and bonuses end wages. Of these two ways, wages
1s far the batéer, because t i1s the only way to strengthen
morale and increase production. Wages can be paid out only
through private works or public works. When there is no hope of
an increase of private works, through private initiative, the
only possibility 1s inecreased publiec works, or publie aids to pri-
vate works.

5. The wvolume of currency and credit used for this
purpose should be large enough to meet the needs of & country with
& proved preductive capacity of ninety blllions, The objective
is to create additional real wealth to the value of at least
thirty billion dollars a year, wealth which we are now losing,
solely because we are not employlng the productive resources at
our command; in other words, to produce each year enough additional
real wealth to pay off the total national debt. No smaller ob-
Jective 18 defensible.

After wages have fallen off nine billion dollars, federal
appropriations of a‘few hundred millions cannot be expected to re-
store consumer buying, That fact was emphasized before the
Senate Committee on Finance when it was timidly considering the
first feeble R. F. C. billl., The aim of the whole counter-deflation
program 1s to prime the pump of private business, Half priming
the pump is useless. 4 bold program costs less than a timid
program. As a matter of fact, insofar as the Program results
in the creation of public works through the use of labor and
materials which otherwise would be wasted, the public works cost
the country dothing. Such e program, it is true, requires addi-
tional bookkeeping work on the financial statlstics; but this work,
also, can be performed by men who otherwise would be idle.

G, There are various ways of bringing about the
necessary increase of currency and credit. For psychological
reasons, 1f for no others, those ways should be used which are
not commonly called "inflation." The program should be flexible,
for 1t 1s impossible to tell in advance precisely what effect upon
the price level and upon employment any one measure will have.

But, whatever measures are employed, the government should not

hesitate to follow through because of the current scare propaganda,
in which the printing-press fiascoes of Russia, Austria and Germany
are clted as sufficient reasons why this country should de nothing




at all, These are false analogles. Every governmment which
plunged into the chaos of riotous inflation was on the verge of
collapse, and used the printing press as the only avallable
means of keeping in power a little longer. Every Eovernment
which made this fatal mistake was heavily in debt to other
countries; had exhausted its taxable capaclty; possessed scant
g0ld reserves or none at all; and had no de nite, loglcally
chosen reflation goal. In not one of these five essentials

1s the United States today analogous to those countries which
are constantly held up as horrid exemples.

T Recovery from a major depression through govern-
ment leadership involves an increase of publie dsbt, No attempt
should be made to balance the Recovery Budget. Public debts
should be increased in hard times and paid off in good times.

The budget of current expendltures should be separate from the
budget of capitel expenditures, as ‘it is in the soundest of pri-
vate business enterprises. In following this poliecy the worst
that can happen to & nation which owes nothing to the reat of the
world, and fipances its entire program internally, is that all

of its people incur debt to some of its people for a fraction of
its demomstrated annual productive capacity, And no nation ever
fell from such a cause,

8. Each major industry should be encoursged, and if
necessary required, to plan production, distribution, and condi-
tlons of labor in the public interest, subject to such federal
regulations as are necessary for the protection of consumers.
The program of each industry should be an integral part of a
comprehensive, coordinated national plan.

8. An essentlal part of the New Deal program is the
recovery of private business. The incentive of private business
1s profit. The New Deal must, therefore, establish conditions
under which privete business has sufficient prospect of profit.

10. Finelly, we can carry out an adequate national
industrlel plan, regardless of what the rest of the world does,
or falls to do. It 1s not true that every industry can recover,
regardless of what happens ebroad; but it 1s true of industry as
e whole, This country can restore its volume of trade and em-
ployment, if need be, without the aid of increased foreign trade.
Before the crash of 1920, i1t 1s true, our so-called "favorable"
balance of trade enabled other countries to acquire a large volume
of American products for which American investors pald,. We be-
ceme vietims of the universal trade obsession that it is more
blessed to give than to receive. But our exceas of giving never
did go far toward offsetting the deficlency of conaumer buying at
home. The statistics make this perfectly clear. At present
we owe nothing to other countries on net balance, and we require
nothing of them except what they are eager to supply and we are
abundantly able to pay for.

Thls does not mean - Heaven forbid! - that isolation
should be our goal. International cooperation in the spirit of



cod will 1s highly desirable at this eritical moment; ultimately

t will be not only desirable but imperative, if civilization is

to survive. Nevertheless, in this emergency the United States,
single-handed, can achieve greater prosperity than it has ever
enjoyed, merely by using the resources now at its command. Soms
of us are old enough to remember when the Technocrats execited the
country. Let us hope that we are not toc old to remember the chief
lesson they taught: that our productive powers - powers which we
can use without permission from sbroad - will enable us to abolish
poverty, as soon as we use these powers.

In sny event, nothing we could promptly achieve by inter-
national conferenceas, in the present Inflamed condition of Europe,
would do so much for the world outside our borders as for us to
achieve, wlthin our bordera, the permanent success of the New Deal.

The New Deal was an initial success because it was based
on these ten principles. It must carry through on this basis or
fall., There is no alternative. It was not the emergency which
Justified the government in adopting these principles; it was the
emergency which enabled the govermment to gain support for prineci-
ples which should have been adopted long ago. Chief among the
economle consequences of the New Deal, if i1t 1s a success, will
be inereased feith in these principles in the years to come......




From "Economie Forum™ Veol. 1, No. 1
lo3z-ymmm

4 DISCUSSION OF BILLS, BANKS, BONUSES AND BUDGETS

In 1926, I said in an article in the *World's Work" that |
we were falling to buy the products of our own labor, partly
because we were sending too much money abroad, I polinted out
that we were increasing the net indebtedness of foreign coun-
tries to us each year, without heving the slightest idea how
they were ever going to pay their past indebtedness; and I
suggested that from 1986 on, whenever we sent more money abroad,
we should ecall it not business, but philanthropy. That is one
of the forms of saving whereby we prevented our own pecple from
buylng enough of our own products to enable us to keep on pro-
ducing, and that is one of the direct causes of our present
plight.

How mueh ean you save to advantage? You can save mora
cotton mills; you ecan pile up more bricks; but what good does
that do you? What good did it do New England? We bullt so
many cotton mills that we had to close many of them and run
the rest of them on part time. Then, after we had saved all
these cotton mills which we could not use, we went down South
and bullt a lot more cotton mills,

Well, 1f 1t turns out that in a profit economy, on
account of savings largely made out of profits, the people
as a whole are unable to buy the goods that they produce, and
we run into a depression like this, does that mean that we
must abollish the profit economy? Must we follow the plan of
Russia? I think not, Karl Marx and all the others who
have proved conclusively that it is impossible in a profit
economy for the people ever to get enough money to buy the
produets of thelr own labor, have proved too mush: for in
the long run we do succeed in distributing the products of
labor. The trouble is that periodically we fail. That
means that the profit economy does not work automatically to
bring about the proper flow of money to consumers, The
control therefore must come from outside the profit system.
That 1s the cue to planning in a free country.....

What I em proposing is not parlor soclalism, For the
moment, I am not talking about social justice, I am talking
about mathematics, It 1s utterly impossible, as this country
has demonstrated again and again, for the rich to save as much
as they have been trying to save, and save anything that is
worth saving. They can save idle factorles and useless rail-
road coaches; they can save empty office buildings and closed
banks; they can save paper evidences of foreign loans; but as
e class they can not save anything that is worth saving, above
and beyond the amount that is made profitable by the inerease
of eonsumer buying. It is for the interests of the well-to-
do - to protect them from the results of their own folly - that
we should take from them a suffieient amount of their surplus



to enable consumers to consume and business to operate at a
profit. This 1s not =soaking the rich*: it is saving the rich.
Incidentally, it is the only way to assure them the serenity and
securlty whieh they do not have at the present moment.

Why have we not controlled money in the past? Largely
because we have been brought up under the theory that control
Was unnecessary. We have been dominated by the doetrine of
lalesez-faire, Now all over the world, we are considering
economlic planning, because we have found that, in respesct to
the flow of currency and credit, laissez-faire simply does not
work., From Adem Smith, who told Us about the Invisible Hand
which is supposed to lead each individuasl, pursulng his own
interests, to do what is for the interests of all; down through
John Stuart Mill, who preached the dootrine that production
automatiocally flnances consumption and therefore no nation need
worry about distribution; down to the present depression in
which we have relied on "natural law®; down to this very wesk,
when I read in the bulletin of one of our largest banks that
"natural economie forees must be left alone to run their course,”
always we have shown a child-like faith in the "lazy Fairies."

The business man's favorite way of expressing this falth
is to insist that we must not interfere with the law of supply
and demand. It does not seem to ococur to him that we oreate
the supply and we create the demand; and we can change elther
or both, by collective control, whenever we decide to 40 50,....

In connection with the stock market orash and what followed,
billions of dollars of credit wemnt out of eirculation, end the
Federal Government did nothing to bring 1t back. There was no
plan, We were told that it wasn't necessary to have any plan.
Fach rugged individual, left alone, would do all that was needed.
We cannot place all the blame on Congress. No plan was placed
before Congress; no comprehensive plan directed toward sustaining
the consuming power of the people on a basis with the production
of wealth. TWithout such a plan, 1t 1s impossible under capitalism
to have sustained prosperity; and I question whether it will be
possible very much longer, without such a plan, to have capltalism.

The question is not whether we must have an smerican plan;
the sole questlion is what kind of plan we are to have,. It 1s
incomprehensible that the people of this country, should very much
longer stupldly continue to suffer the wastes, the bread lines,
the sulcidds, the despalr, which come with laissez-falre, and for
the care of the sufferers to have no offlioclal pollcy except
charity - oharity whiech they resent, and prognrly resent, and which
at best enables most of the rugged individuals among the wealthy
to escape thelr share of the burden, It is Iinconceivable, I say,
that an intelligent people should much longer tolerate this, We
shall elther have a plan which can operate under capitalism, or
we shall have a plan which will operate without capitalism.....
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What I propose is radical; it is far-reaching; and it has
some dangers, It might not work exactly as I hope it would
work. But to my mind, it is immeasurably safer than letting
things slide any longer. If I were a communist, I should be
heartily in favor of relying in this country on rugged individu-
alism., I should try to have nothing done through collective
action, for doing nothing collectively is the quickest way to
overthrow capitalism, "They alsoc serve who only stand and wait,"
but they serve the cause of communism.....

Some people question whether we should have a "managed
gurrency." Every currency ls a managed currency. It doesn't
Just happen. The only question is whether it shall be managed
intelligently, or as we have managed it in the past. The
cholece is between a system which certainly has gone wrong, and
cne which possibly might go wrong, We aﬁauld no longer refuse
%o create, By coIiuutiv- action, enough curreney and ecredit to
enable us to operate our machinery and employ our willing workers,
solely because there is danger of creating too much.

How can the Government put money into ecirculation? Well,
how have we prospered when we have prospersd? Chiefly through
the expansion of bank eredit, used in public works and in private
works, We can prosper that way again. The best possible Federal
device 1s long-range planning of public works. TWe should increase
the total expenditures for public works throughout the country at
the first signs of a business depression.

Qur present Federal administration, over and over again,
publiely and privately, committed itself to this poliey. It
even went so far as to ask the Governors of all the States, in
New Orleans in November of 1928, to cooperate in using $3,000,000,000
for publiec works at the first sign of a business depression, I
know something about this, because I went to New Orleans and helped
present the plan to the Governors' Convention. A telegram from
Mr. Hoover at that time amsked to have the proposal presented as his
plan. That was twelve months before the erash in the stock market.
Yet, in the first twelve months of this business depression, the
Federal Government spent no more on public works than it spent in
the highly prosperous year of 19E8. In other words, the plan
which we heard so much about fell down one hundred percent. So,
when anybody tells you that there must be something the matter with
this plan, as a means of preventing business depressions, because
it didn*t work this time, the answer is that the plan was not even
tried .

Another way of getting money into elrculation, and one of
the best ways, ls a possibly self-liquidating plan. I have been
tremendously lnterested in the project that has been drawn up,
in some detall, for cleaning out four square miles of the worst
housing dlstrict of Philadelphla and completely rebuilding that
area, 4ll our american citles are rotting at the core. Our
slums are a disgrace to the wealthlest country in the world.

This much, 1n falrness, we must say for the Russian plan, Ir
anywhere in Russlia, they had as many avallable trained carpenters
and masons and bricklayers and englneers and architects and all




the rest, and as much avallable steel and lumber and brick and
all the other bullding materials as we have here, they would not
sit around and stupidly heand out charity to the unemployed.

They would use the surplus men and the surplus materisls, and
they would c¢lean out these festering sores and make decent
dwelling places for the people. Incidentally, there would be
no unemployment.

Now, what can be done under ocommunism or soecialism, can
be done under capitalism in the United States, if we have sense
enough to set up an adequate flow of currency and credit in the
right channels. 4gain I say, nothing else 1s lacking that 1is
essential to sustalned Erasperitr. I advocate, then, as a part
of national planning, that the Federal Government make available
to the states and citles, on extremely low interest rates, suf-
ficlent funds for eleaning out and rebullding the slums,

To what extent would I carry out such measures? Suf-
flclently to bring back the price level of, say, 1928. Yes,
I am proposing inflation, and I am not camouflaging it under
some other name. I propose a correctlon of the dilsastrous
dellation of the last three years, and no more. One safeguard
against going too far is the horror with which we all look, and
rightly look, on excessive inflation.....

One way to get the money 1s by borrowlng it. That might
inerease the national debt three billion dollars. What of 1t?
The objeect 1s to gain $15,000,000,000 a year in production which
we are now losing, solely because we are falling to use our
productive capacity. TWould any private business be so stupld
as to hesitate to go into debt three billlion dollars, when there
was a reasonable chance of thereby increasing its profits fifteen
billion dollars & year? That, 1n effect, 1s what the Federal
Government is doing.

This is no time to balance the budget, not, in any event, i\
the budget of new capltal expenditures. This is no time to
inerease taxws. The time to increase taxes is when taxpayers
are prosperous, But we always do the wrong thing. In 1928,
when 1t was easy to pay taxes, we reduced them; now, when it
is difficult to pay taxes, we increase them. Mr. Mellon, under
an obsession that the national debt has to be pald off at just
so mdech a year, went right on paying off the debt in the depression
year of 1830 at the rate of prosperous 1988, The money should
have been used in 1930 to employ idle men and inecrease the national
wealth,

But the plan I propcse would, perhaps, endanger the gold
standard? I think there is no immediate danger, We have
encugh gold to meintaln the price level of 1928. In any event,
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the purpose of an economic system is to increase the well

beipg of its people. The purpose is not to maintain the gold
standard, If the gold standard prevents us from so using our
productive pesources as to sustain employment and abolish

poverty, then we should either change or abolish the gold system....

The measures which have been taken by the Federal Government
looking toward inflation are in the right direetion, but they are
utterly inadequate, TWe need more action, and we need it qulckly,
If we went far enough to restore the price level of 1828, we
should asutomatically reduce real wages without reducing dollar
wages, thus avolding strife. We should enable tens of thousands
of producers to employ men and make profits who cannot do that
today. We should thereby ereate real wealth - real wealth out
of which ultimately all taxes are paid. We should raise the
dollar values of bonds and stoeks and real estate and commodities
and farms, and thus provide a basis for further expansion of bank
credlt. We should enable tens of thousands of producers to
employ men and make profits who cannot do that today. We should
thereby ecreate real wealth - real wealth out of which ultimately
all taxes are pald, We should ralse the dollar values of honds
and stocks and real estate and commodities and farms, and thus
provide a basis for further expansion of bank credit. We should
in the process bring a lot of money out of hoarding, without any
of the ballyhoo eampaigns which, under present circumstances, do
more harm than good. We should wvirtually stop bank fallures for
the time being. That would not be enough. Eventually we shall
have to put all banks under one national system, with uniform
Federal examinations, reports and regulations, thereby depriving
each State of the inalienable right of having as many bank failures
as it pleases,

By the plan that I propose, we should prevent what may
otherwise be a catastrophic, general repudiation of debts, The
real burden of indebtedness in these three years of deflation has
been inereased, by the change in the value of the dollar, until
everybody who owes a debt on a farm mortgage, or a house mortgage,
or a benk loan, is now obliged to pay in reaml wealth about a
dollar and fifty cente for every dollar of debt. It is utterly
impossible for the debtors to meet these obligations,. The plan
whieh I propose automatically removes the unjust and intolerable
lnerease in the real burdens of debtors.

This plan, moreover, is in full accord with American tra-
ditions,. America was born in a struggle for freedom; america
was reared in local self-government and in universal free educa-
tion. We are accustomed in industry to individual initilative
and self-rellance. We have demonstrated the productive power
of the profit motive, We have proved that we can 1ift the
standard of living of our people higher than any other economie
order has ever attalned, as long as the flow of currency and
credlt to people who want to buy keeps pace with the flow of goods.

But we have also proved that we cannot safely leave that
flow to chance; that a corrective must be established outside the
profit system itself. That means Federal control; that means
national planning; and that means collective action on a scale
hitherto untried in the United States,




From "The Bowdoin Quill"
March, 1931

WE WANT WORK

Doles do not ereate jobs; they create loafers.

So we say to Senator McNary precisely what we sald to

Senator Brookhart a year ago. Speed up and enlarge the Federal
construction program, Cut the red tape. Abandon rlotous
thrift. Stop saving money and wasting men. Above all, after
wages have fallen off nine thousand million dollars in a single
jeoer, do not ine that an appropriation of fifty million is

adequate funda. Increase employment on public works through-
out the Nation, with some reference to the magnitude of the
problem.

Give the jobless millions what they want, Senator -
chores, not charity.

That is what the Liberal Party proposes to do in
England. In particular, 1t recommends employment of men on new
main highways, bridges, docks, and harbors; elearing up of city
slums; development of electric power; and extension of the tele-
phone system. The opponents of this program object that it
proposes to meet a erisls, in which economy is essential, by
spending more money. In reply, the Llberel Party declares that
capltal outlay to Increase efflciency i1s the basic policy of
every successful business. The development of the telephone
system in the United States 1s cited as an example.

This program of the Liberal Party is sound. It is
less waateful to employ men in doing useful work, which must be
done scmetime, than to leave them to deteriorate in enforced
idleness. The fundamental fact is this: Great Britain is an-
nually paying for idleness about half & billion dollars. After
the tenth winter of unemployment, it is clearer than ever that
the country must either continue to pay for idleness, or must
pay to end idleness. "The former plan,™ says Lloyd George,

leads Turther down the slope toward morass. The latter leads
back to firm ground. The refusal to apend money wisely in
national development does not save the money at all. It merely
diverts it to i1dleness. True economy 1s wise expenditure.®

What Lloyd George says of Great Britain applies with
even greater force to the Unlted States. For in this country,
with its hordes of idle gold and unused bank credit, there is no
excuse whatever for the penny-wise, pound-foolish poliecy which
refuses to allow willing workers to labor on needed pubgin works,

Ld



Radio Address, April 25, 1933
over a nation-wide network
of the Natlonal Broadcasting Company

FINANCING OF CONSUMPTION

Our finanelal world is organized - wvery efficlently,
too - for the purpose of producing anything for which there is
& buyer. That 1s true, even today. There 1s, in fact, a
superabundance of available currency and credit for the financing
of any producer who can sell his product. If a buyer appearsd
tomorrow morning in Tucsen, Arizons, with an effective demand for
& thousand whaling vessels to be bullt in the desert, the vessels
would be bullt - guiekly. A hundred banks, in spite of their
fright, would compete for a chance to finance the Arizona whaling

industry.

Consumption regulates produstion. Consumption, there-
fore, regulates employment, An economlc depression accompanied
by adequate consumer is no more possible than a drought
accompanied by abundant rain.

There is sense, it 12 true, in the old proverb, "You
can't eat your cake and have 1t, too;" but there is just as much
sense in the new proverb, "You can't have your cake unless you
eat 1t." That is to say, unless today's cakes are eaten, tomor-
row's cakes will not be baked. And in that case even the bakers
'111 hﬂ?ﬂ tﬂ jnin t\hﬂ b“&d—-lim‘-l‘lllillll‘ill

Our so-called national banking system - which 1s no
system at all - 1s intended as nothing more than a means of
finanelng production. We have always neglected the financing
of consumption. Yet there 1= no hope of preventing a recurrence
of "nard times" like these, unless we do finance consumption.

We must so manage our currency and credit that buying of goods
wlll keep pace with the making of goods.

Toward that end, we must prevent an excessive flow of
income intc the hands of those who save too much and spend too
little. Thus we can prevent those forms of over-saving which
were potent causea of this depression. The means are at hand:
the abolition of tax-exempt securities; increased taxbs on large
incomes; increased taxes on large inheritances; and excess profits
taxes. All such taxes are just. The burden 1s distributed
strictly in accordance with capacity to bear the burden. The
purpose 1s not to "soak the rich," but to "save the rich;" to
save them from their own folly - the folly of over-saving.

Such tax measures would tend to prevent the excess-
savers from retaining, in a period of prosperity, an excessive
proportion of the national income. Theae measures would help,
therefore, to sustaln the buying power of wage-earners as a
whole.
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FINANCING OF CONSUMPTION

But that 1s not enough. There 1s stlll a plece
n.!.ui.nﬁ from the jig-saw puszszle of business, as leng as the
individual worker who loses his job 1sa unable to buy as usual.
The worker's function as consumer 1s just as essentlal to
business as the worker's function as producer. I repeat:
Bﬂmwtlﬂﬂ r'aﬂl‘.t" pmduutinn- IR R

There are permanent causes of unemployment: movements
of population, for example, migration of industries, obsoles-
cence of Industries, and changes of custom, taste and style.

As these are permanent causes, there must be permanent measures
fer mainteining the consuming power of the displaced workers.
The only measure whereby we can hope to achleve this purpose
on a large scale 1s compulsory unemployment Insuranceé...ssssss-

But compulsory unemployment insurance 1s not enough.
We must also have compulsory health insurance: we muat provide
group medical practice for the sake of seventy mlillions who
fall, under the present system, to obtaln the needed care; and
we must provide group payment for physiclans, dentists and
nurses, thereby sustalning the income of another large group
of CONBUMATB. s vssssscs

We must do more. We must provide pensions for the
aged - for those who will be unemployed for the rest of their
lives; and falrer compensation for industrial accidents, and
better vocatlonal rehablllitation. We hear much about the need
of care of our dlsabled soldlers, yet in industry we have in-
Jured or killed fifteen times as many persons as in war. Still
the beneflts pald teo injured workers fell far short of main-
talning thelr buylng power.....cveuss

The jig-saw puzzle of business i1s still a mixed-up
mess. But there 1s new hope. At last, we have federal leaders
who know that the puzzle will not solve 1ltself; that it 1s folly
any longer to rely on the Lazy Falrles. They know, too, that
we cannot put the puzzle together so that 1t even looks 11ke
Prosperity, without the missing plece - adequate consumer purchas-
ing power. Happily, all the measures taken under the New Deal
are for the express purpose of providing the missing plece.




From New York Times, January 10,
lo3g

PSYCHOLOGICAL FACTORS IN BUSINESS DEPRESSION

It ie our own econsumption, our own buying, our own finances,
our own state of mind, which largely determine not only our
prosperity but that of much of the outside world. ‘fhis con-
elusion is fully supported by statlstlics recently complled by
Carl Snyder, chief statistician of the Federal Heserve Bank of
New York. TWe might make a rapld recovery from this depression
if we could dispel the 1llusion that the rest of the world is
chiefly to blames for it,

The fect is, we have a home market which will readlly
absorb a larger total vclume of eonsumers' goods than we have
ever produced, Just as soon as we devise means of inoreasing
consumer purchasing power at the right rate. We can do that
wheneaver we decide to do it. The volume and flow of money is
sufficiently subject to our control. Money is, in fact, the
only ageney of production whieh is not now ready teo do ite
part.



Released June, 1932
Taylor Scelety Bulletin

STABILIZATION THROUGH MONEY AND CREDIT POLICY

+s+++.80 far as the United States had any private
banking poliey in 1930 and in 1931, 1t was a policy of deflatlon.
8o far as the United States had any officlal publie policy during
those years, 1t was a policy of deflation. Until recently, the
dleadership of the banks and of the politiclans was mainly leader-
ship backwards. Business was forced to retreat in disorder,
supplied all the while with enough man-power and munitions and
eguipment to win the war.

.sss.0nce a depression is well under way, the needed
credit does not come to the rescue of business, as long as busi-
ness rellea on "rugged individualism;" for each rugged individual -
each bank, each corporation, each consumer - in pursult of self-
interest, does preclsely what makes the situation worse for busl-
ness as a whole.

The goal is clear and the path is clear. By collectlive
action, which necessarily means federal action, we should put
into use at once enough bank credlt to restore the price-level
of 1926-1928. This course would inevlitably put meost of the un-
employed back to work, and relieve charlty of the load which
evidently 1t will not carry, and which possibly it cannot carry.
Any so-called "economy" program which renders this course lmpos-
glble 1s false economy. The lmmediate program should lnvolve
an increase of natlonal debt, but no lncreessze of taxes. An
added debt of several billion dollars would not interfere with
prosperity. We proved that in the years from 1923 to 1928.

And once we have restored prosperity, we can retire the national
debt at the rate of nearly a billion a year wlthout hurting
business. We have alsoc proved that.

Credit inflation, carrled merely to the extent of un-
doing the deflation of the past three years, would sutomatically
relieve all debtors - all farmers and householders struggling
hopelesasly under mortgage indebtedness and all corporations
equally hopeless under bonded indebtedness - of the unjust and
intolerable part of thelr debt burdens, now fully elghty blilllons,
which have been heaped upon them by price deflation. Such a
course, morecver, would avert labor troubles by sutomatically
reducing real wages wlthout reduclng dollar wages. It would
bring money out of hoarding, without the ballyhoo campalgns
which, as any psychologist might have predlcted, have done more
harm than good. It would restore the wvalues of bank assets and
thereby virtually put a stop, for the tlme belng, to bank fallures.
It would increase the volume of preductlion to the value of at
least twenty billions a year, thus providing the real wealth out
of which all debts and all taxes are pald, insofar as they ever
are pald. On the other hand, without controlled counter-defla-
tion, we face the certainty of widespread repudiation of debts,
with incalculable resultant losses, materlal and mﬁrn}. We éica
in addition, the possibility of some kind of destructive, ra cal
actlon. The stand-patters are the best friends of Bolshevism.
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Sheum, T,Rlaina Eepublican fge 40-45

Pesidence: Tarkic, Missouri;8th Fed.Fes.Dist,
Would Replsce:Judge Thomus,of 10th Dlet., a8 sgricultural
representative on Board,

Gov.llyers states: (letter of Jan.13,1.58)

"hbout 40 years of age;collegs graduate,i.B.degree,Tarkic
College,Tarkio, Missourd. Hes been in the farming business
since he left college--a bi; cattle and hog feeder. Although
he hed some mishaps,dus to financial conditins,is making
progress in reducing the mortgsage indebtedness which is held
by the Federal Land Bank of St.Louls,

"Mr.Sheum married the daughter of Wiiliam M.Rankin,deceased,
who was & very prominent man in northwestern Missouri, Shaum
has a fine reputetion and is considered cne of the sblest
farmers in that section. Probably is.e directer of a small
bank in Tarkio,but is not thought to have other corporate

connectlons. Has slways been & leader in agricultursal organizations
in that section. Does not have en active interest in polities,but

is probably Rspublicen and is reported to be conaservetive in
tendencies.

"This information was obteined through the Furm Credit idminis-
tration at St.Louie from a bank officer in thut city who iz g
native of Tarkio and who hus known Mr.Shsum for mARY years. It
has alse been checked sgainet records in this office, since
Mr.Shsum was wonsidered for appcintment as s director of the
Federal Lend Bank of St.Louis scme time ego. Judging from his
educationsl backsround and experience, Mr.Shaum would be e
typical,intelli ent,ressonsbly successful farmer,although his
operaticns are much lsrger than the sversge,”

Seeretary Wallace ,in 2 tele, hone cunversation, said:
“r.Chaum is about 45;from 2 standpoint of ecomenmic reasuning
iz splendid;lives in town,but wwns 1000 scres of farm land;
dresses very welljman of sirong peraonslity;was o benk director
at one timezhas morigegs on farm,but if land sold would have
Some monsy left after clsaring ell debts;practical farmer end
livestock man--feeder.
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FEDERAL-RESERVE DISTRICTS

— BOUMDARICS OF FEDEMAL MESERYE DISTRICTS
sesss BOUNDARIZS OF FEDERAL RESERYE DRANCH TERATOMES
@ rroCmAL RESERVE BAME CITIES
& FIDEAAL RESEAYE BAAMCH CITICS
o FIDEAAL RESEPVE BANK AGEMCY
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I
Name Age Politics
v 1. 4. 8. Eccles 45  Prog.Rep.
\vr’r 2. M. 8, Szymezak 41 Democrat
1
. Vv~ © 8. J. A. Broderick 54 Democrat
fLLIJPLI ?
; V'r' “ 4, Ronald Ransom 53 Demoecrat
|
“/ * 5. Wm. T. Foster 56 Ind.Rep.
] o blog -
6. K. W, oumn 54 Democrat
VW 7 7. John McKee 44 Republiean

Fed.Hes.
District Replace QOcecupstion
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business admn. Comp.
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Business manj rench
owner
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Broderick, Joseph A, Deuocrat Age, 54

Legal Residence; New York, Federal Reserve District No, 2.
Would Replace 1 No New York district representative now on Board.

Blography ¢+ Born, New York City, Dec., 1881; public schools there; office boy,
State Trust, later Morton Trust Co., 10 years later became chief
clerk and suditor; completed course at School of Commerce, N.Y.
University; at 28 became an examiner N.Y.St.Banking Dept.; 2
years later sent to Europe to study foreign exchange branches of
jurimhnhudto-pplxmmtim gystem which he had
developed; also organized eredit bureau of N.Y.5t.Banking Dept.;
member of comsittee appointed by Sec.of Treas.to work out techni-
cal organiszation of Fed.Res.banks, and plan Buggested by committes
adopted in 1914; became chief examiner of Fed, Res.banks; in 1918
appolnted Secretary of Fed.Res.Bd. to succeed H, Parker Willis »
but continued also ms chief examiner and in that capacity ex-
amined all 12 Fed.Res.banks; resigned Aug.51,1819,t0 become V.P,
National Bank of Commerce in H.Y., in foreign exchange dept.,;
member, N.Y.Credit Men's Assn,; active in 4.I.B.,had part in
preparing course in post-graduate instruction,A.I.B,; while &

St. Bank examiner rendered conspleucus service, closing §
notorious banks and assisting Dist.Atty.Whitman in progecutions;
unfairly accused in connection with U.S5.Bank fellure, but sc-
quitted.

Comment t Will accept, but not seek appointment; will be glad to serve and
consider it an honor; has recently been resting but has several
offers as of the first of the year; ie highly competent with

broad experience; knows New York plcture and market, also Fed,
Res.operations; has high esteem of banking fraternity; is loyal
to Administration and would be very cooperative member of the
Board; knows foreign exchange, N.Y.bond market i Parker Gilbert,
in diseussing situation, strongly suggested him,

Letter of Gov. Harding to Hroderick, August 9, 1319;

"It is with sincere regret that the Board accepts your
resignation, feeling that it has no right to stand in the
of your personal interests. Your services during the whole

HReserve System, and have been rendered in a spirit so unselfish,
and you have at all times manifested such ability, loyalty and
zaal in the performance of your duties, that the Board feels
t.hl‘bymhnvndmymrpcﬂ,mdthntitmuldbeunﬂirtouk
you to make the saorifice which continuance in its service would
involve.

"On behalf of the Board and for myself personally, I desire
to express the highest fppreciastion of your work and to convey
the cordial good wishes of each and every member for the full
meagure of success which we are confident awaits you in your
new field of endeavor,"



—

At the mid-winter meeting of the New York State Bankers
Associatlon, at which Mr. Broderick was guest of honor, on January
21, 1955, J. Herbert Case, Cheirman of the Board of the Federal
Reserve Bank of New York, said:

"Looking back over the period which started with
1529, when Mr. !rcdniuktnokaﬂiun, we may well pay
that, during those few Yyears, he lived a lifetime of
varied experience. Certainly, in the memory of those
present, no six-year period in banking history has

to the collapse of prices on the New York Stock Ex-

change, which marked the beginning of a period when

bank failures were fashionable. Later, the eutumm

stock market crash and the succeeding business depres-

elon had the effect of shrinking the assets of our

finsneial institutions to such an extent as to ralse

here and there serious questlons as to the solveney of

some of ocur banks, The second cerisis, and I am sure

that our gueste of the evening will never forget it,
mnint.humlrﬁuaflam,mdwhaﬂladthe

Bank of United States episode. During the time that

this situation was under active discussion—and those
discussions frequently were carried on into the early

morning hours——Joe Broderick and T stood shoulder to
shoulder, and, I may say, saw eye Lo eye with regard

to it. I know that Mr. Broderick had a complete re— .
cognition of the serlous consequences, and of the R
repercuselons that were likely to result if the col-

lapse of the institution could not be avoided. I want

to record, here and now, that, in my judgment, no man

could have worked more faithfully or more intelligently,

in trying to save that institution from complete col-
lapse, than did Joe Broderick. It has been & great
satisfaction to me, as well as to all of his other
friends, that, when all of his #ctions in regard to
this matter were subsequently reviewed by the courts
in minute detail, at & time when public emotions were
running high and searching for & écapegoat, he came
through that grilling not only unscathed but with en-
henced prestige. No court record could ever disclose
the heartbreaking efforts and consclentious work which
he put in.

Bank Holiday
"The third crisis—one that celled for all the re-
sourcefulness, &ll the constructive ideas, and all the
energy that such a department head might possess, took

ce dur the early part of March, 1953 and has
Eli_:u ben:’;nﬁm as {ghn Banking Hnl_{ e The word



'holiday' has to many of us & curiously ironic sound
in that particular applicationm. Certainly there was
thrust upon the Superintendent of Banks and upon his
Banking Board, as well ag upon the directors and of-
ficers of the Federal Reserve banks, a tremendous re-
sponsibility; first, the responsibility of recommend-
ing wise action to the legislative suthorities, and
second—e& task almost impossible of satlsfactory ac-
unupliuhuntinanlhnrtntluuthnlb—d.qpcrind
of the holiday—that of determining the solvency of
over 1100 commercial banks, non-member as well as
member banks, in this district. The constructive
part which Joe Broderick and his Banking Board played
during that pericd will long be remembered with grati-
tude by the directors and officers of the Federal Re-
serve Bank of New York. Testimony as to his energetic
and consclentious efforts is reflected in the present
sound condition of the rehabilitated banking structure."



Legal Residence
Would Replace

Biography

Comment

Democrat Age, 53

Atlanta, Georgla, Federal Reserve District No. G.
George R. James.

Bom, cﬂlulhiﬂ, E.G-,Jﬂh 21, 1352} LL-B.,U- of
Ga.,1905; married deughter of late Senstor Hoke
Smith of Georgila; Adm. to bar, 1903, and prac-
ticed et Atlanta until 1922; V.P. Fulton Nat.
Bank of Atlanta, 1922-33; executive V.P. since
1885; director in several corporations; First
L.'l.ﬂl.ttu.. Chemical Warfare &mﬂ., U.S-A-,lﬂlﬂ;
President, Atlanta Clearing House Assn. ,1929;
Chrmn. bank management div., and chrmn. bankers
N.R.A. com.; A.B.A.; President, Ga, Bankers As-
en., 18952-32; Mem. Reserve Clty Bankers Assn, 3
dir., chran., fin. com. Ga. Tax Revision Asen.;
dir. (tress. 1953) Atlante C. of C.; Gen. Chrmn.
Southern Bank Management Conf.,1929,

Able, popular, attractive personality; active
in A.B.A.; would be best avallable selection
from South if General Persons unavailable,



Ronald Ransom, Born Columbie, S.C., January 21, 18se,

Son of Luther A, and Elizsbeth Chaffin (Cocke) Ransom.
Hemoved with family to Atlanta, Ga. 1881, Educated st
private schools. University of Georgla (LL. B, 1903).
Married Mary Brent (daughter of Hon. Hoke Smith, Atlanta,
u‘i} December 19, 1 « One Mm, Bﬂrbﬂ.‘l‘l. Admitted
to Ceorgla bar, 1903, and practiced at Atlanta, Ga, wntil
1822, Member of the firm Smith, Hastings & Ranscm (Hom,
Hoke Smith, Jack Haetings, Ronald Raneom, and Marion Smith).
Wes Counsel for the Fulton National Bank of Atlanta from
time of its organization. Vice President and Trust Officer,
Fulton National Bank, 1922, Later Vice President and now
Executive Vice President and Director of the same bank,

Director in charge of the Bureau of Personnel for Foreign
Service, Southern Division American Red Cross, 1918, First
Lieutenant Chemical Werfare Service, U.5.A., 1918, General

i Southern Bank Mansgement Conference, 1929, Wember
Bpeciel Relief Committee, Atlanta, Ga., 1952-35, Cheirmen
Georgla Rellef Commission, 1935, Tressurer Atlenta Chamber
of Commerca.

Presldent Atlenta Cleering Houue Assoclation, 1989, President
Georgla Bankers Association, 19%51-52, Chalrman Bank Management
Commigsion, American Bankers Association, 1932-54, Chairman

The Banking Code Committee, NRA, 1955-54, Chairmsn Committee

on Federal Legislation, American Benkers Association, 1954-36,
Member Committee on Banking Studies, American Bankers Agsociation,
1954-56. Member Commission on Banking Law and Practice of
REezerve City Bankers Association,

Democrat. Eplscopalian. Clubs: Capital City and Piedmont
Driving Club, Residence: 217 Fifteenth Street, N.E., Atlents, Ga,



b 4 NATIONAL RECOVERY ADMINISTRATION
Washington, D, C.

October 28, 1954.

Mr. Roneld Ransom,
Fulton National Benk,
Atlenta, Oeorgia.

Dear Mr. Ransom -

IthinkItuldyuummhafmmtIudtfn
friendships in Washington that I velue more than yours.

Thank you for your letter, but I must reverse the
order end eay that if it had not been for the broadness
of your attitude end your understending of men and economics
the bankers of this country might have been in an entirely
different relationship with the Government than they are

today.

Bankers owe you an immense debt which they will
not realize untll later on because, as you kmow, you
earried out the most difficult function that it is possible
for a men to do succesafully - that was in coordinating and
conceillating bitterly conflicting opinions and ettitudes
both within your own group and between your grbup end others,

You performed so adequately and so naturally that I
am inclined to think that even your intimetes did not
fully grasp the significance of what you were doing,

By the way, I sincerely regret to say thet it may
be that I shall not be able to get to Atlants until after
December lst, if at all this year.

Sincerely yours,

A. D. Thiteside, Enb&r

Hetionel Industrisl Recovery Board
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Legal Residence t

Would Replace 3
Biography 1
Comment ; 1

Newton, Messachusetts, Federal Reserve District
No. 1.
Charles §. Hamlin of District No. 1.

Born, Boston, Jan. 18, 1879; A.B.Harvard, 1901,
A!lo, 1904, Ph.D. Galu.llbil, 1m‘ LL.D. Colo.
College, 19135; Western Reserve U,,1918; inst.
English, Bates College, 1901-03; Prof., English
and argumentation, Bowdoin,'05-10; President, Reed
Cﬂllﬂﬂfﬂ,?ﬂrﬂlnd,ﬂrn. ’19.1”5; di—rﬂ‘ﬂm' F’Dllﬂ'ﬂk
Foundation for Economic Research since 1920;
lecturer at Harvard and Columbia; with Am. Red
Cross in Europe,1917; member, Consumers' Advisory
Couneil, N.R.A.; author of several books on AT -
mentation, and with Waddill Catchings (N.Y.steel
manufecturer, formerly with export dept. of J.P,
Morgan & Co., and until 1930 a partner in Goldman
Sachs & Co.,who financed the Pollack Foundation)
of "Money", 1923; "Profits", 1925; "Business With-
out & Buyer", 1927; "The Road to Plenty", 1927;
"Progress and Plenty", 1930; editer with Prof.
Warren M. Persons of "The Problem of Business Fore—
casting", 1924; contributes to magazines, ete.

A ploneer in writing and speeches on defects in
economic system resulting from fallure of con- ¢
sumer buying power to keep pace with productive
capacity; excellent speaker; ploneered in bring-
ing out facts recently stressed by Broockings In-
stitution but differing es to causes of economic
cycles and correctives thereof; recommended for
appointment by Henry I, Harriman, of Boston,
former President of the Chamber of Commerce of
the United States.;also by Sec.Dern,Gov.Curley of
MassjE.A.Filene,and many others (list attached).



Confidential

Reports indicate that these men, directly or
indirectly, have urged favorsble consideration
by the Senate Committee on Banking and Currency:

l!!_igxlilﬁ_ljgi Henry I. Harriman; Carl F,
enner, Fresident, American Hide and Leather

Company; Edward 5. French, President, Boston

and Maine Railroad; Edward A. Filene, Merchant;
Albert Bowman, Springfield Vt., Bank President,
formerly Director, Federal Reserve Bank of Boston;
Herlan T. Pierpont, of Worcester, director of
several banks and large manufacturing corpora-
tions; Earl Stevenson, President of Arthur D,
Little, Inc.; Karl T. Compton, President,
Massachusetts Institute of Technology; Kenneth

C. M, 8ills, President of Bowdoin College;

Arthur A. Hauck, President of the University

of Maine; Robert D. Leigh, President of Bennington
College, Vermont; James B, Littlefield, attormey,
providence, R. I., chairman, County Consumers'
Couneil; Edward C, Moran, Congressman from Maine;
V. Russell Leavitt, Manager, Paine, Webber and Co.,
Hartford; Warren M. Persons, Consulting Economist,
formerly, Editor of Harvard Economic Review; James
M. Curley, Governor of Massachusetts; Edith Nourse
Hogers, Congress woman from Massachusetts; the
Governor of New Hampshire, at the request of
Edward 5. French, andothers; Governor Bramm, of
Maine; and, presumably, Senators Hale and White,
of Maine, and other New England Senators.

Outside New England:

Senator Robert J. Buckley, member of the
Committee, at request of his campaign manager,
and at request of Harold H. Burtom, Mayor of
Cleveland, Murray Seasongood, former Mayor of
Cinpninnati, and others.

Senatom King and Thomas, of Utah, at request
of Governor Henry H. Blood, of Utah, Frederick P,
Champ, former President, Utah State Bankers Associa-
tion, and others.

Senator Robert F. Wagner, of New York, member
of the Committee.

Senator Albert W. Barklay, of Kentucky, member
of the Committee, at request of Governor Chandler,

of Kentucky, and others.
Senator Byrd, of Virginia, at request of

Governor Chandler, of Kentucky.
4 F &



Page #2

Other names, in files in Boston (not available here) in-
clude$ many if not all of these:

Robert Watt, Sec:etary, Massachusetts State Federa-
tion of Labor; James McConaughy, President of Wesleyan University;
Daniel Marsh, President of Boston University; John Cousens,
President of Tufts College; John Baxter, Erunswick, Maine,
Secretary of the NewEngland Council; Henry Shattuck, Treasurer
of Harvard College, and member, Boston City Counecil; Senator
Hastings, of Dalaware; Payson Smith, for the past twenty years,
Massachusetts State Commissioner of Education; Paul 8. Deland,
Edltor, Christian Science Monitor; Ralph 0. Brewster, Congressman
from Maine; Carl Snyder, Chief Statistician, Federal Reserve
Bank of New York; Malcomb C. Rorty, of Maryland, American
Founders Association, formerly Vice-President, International
Telephone Company, and chairmen of the Board, National Bureau
of Economic Research; Carle C. Conway; chairman of the Board,
Continental Can Company; James Lawrence of Boston; Salmon 0,
Levinson, of Chicago, author of The Kellogg-Eriand Pesce Pact;
Richard W. Walde, of New York, President, McClure Newspaper
Syndicate; Ernest K, Lindley, of Washington, President Roosevelt's
biographer; Morris Cooke, of Philadelphia; Edwin O, Childs, Mayor

or Newton.
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Legel Residence
Would Replace

Blogrephy

H

Republican dge, 44

Steubenville, Jefferson County, Ohio, Federal Reserve
Diatrict No. 4.
4th District not now represented.

Born, November 18, 1891, at Pittsburgh, Pa.; ed.,
public schools, Alleghany Preperatory Echool, Uni-
versity of Pittsburgh (night school) in banking and
commerclel law; worked summers with Crucible Stesel
Co. of America, 1805-06; messenger, Peoples Hational
Bank, continuing with this bank until it wes con-
solidated with First Natlonel Bank of Pittsburgh in
1921; 9 moe. overseas with tenk corpes during war;
becawe asst. cashier of bank at age of 22, rep-
resented bank in various recelverships; resigned in
1828 to develop oil properties inherited in Kensas;
operated as independent oll snd g88 producer 1925
1928; 1928-31, manasged and operated family real
estate holdings; 1851-32, represented Comptroller
of Currency as receiver for insolvent netional banks
in Ohioc and Penngylvania; 1952-55, with R.F.Q. as
examiner in charge of bank reorganizetions; 1955-386,
Chief of Examining Division, R.F.D., supervising all
comaitments by Corporation excepting railroad, self-
liquidating and drainege district loans,



In 1827 I was elected president of & Birmingham,
Alebame, bank. I bought as an investment st that time &
substantie]l block of stock in this bank, I borrowed from
Chemical Bank & Trust Compeny of New York $75,000, (later
reduced to §67,000) glving as collateral bank stock with
& market value of §140,000. Subsequently life insurance
wae pledged totaling $69,000.

I borrowed from Chase Nationel Bank of New Yerk
$20,000, (later reduced to $17,800) giving as collateral
bank stock with a market value of $54,000. Subsequently
life insurence was pledged totaling $18,000,

In 1951 business conditions became bad in Birming-
ham. A merket existed for my bank stock. I reslized it
should be sold as an investment. It was alsc true, however,
that if the presldent of the most important bank in Alebama
had sold his stock it would have caused a run on the benk,
loss to depositors, stockholders, and business throughout
the state. I did not sell the stock. The benk did not
close. I lost what I had accumulated. The bank was saved,

The bank stock deprecisted rapidly in merket walue.
The loans became undermargined. In the spring of 1856 the
two New York banks voluntarily proposed to cancel their
notes and to accept in lieu thereof the notes of a corpo-
ration (The Fiscal Agency Corporation) with nominel capital,
with the same collateral. In July, 189855, this arrangement
was consummated. At this time I entered into an sgreement
with The Fiscal n to pay to it all my
income over §15,000 per year up to $17,500 per year and to

pay it 75% of all income over £17,500 per yeer.

The present stetus ist- My obligeations to the
Hew York benks are cancelled and surrendered to me, I have
no obligations, legal, verbal, secret or otherwise tothem,
They hold the notes of The Fiscal Agency Corporation whose
stock is in turn owned Wy M. H. Sterne and John F. Fletcher,
of Birmingham, who are not related to me., The New York
banks hold the same colletersl originaelly pledged to them.
They own the life insursnce under an ebsolute assipgnment.
Premiums are paid with such income as Fieeal Agency Corpo-
ration hes,.

The collatersl held by New York banke has substantial
present market value. If held a reasonable time, it will
retire the New York obligstions,



In the event the appointment is tendered me I
will pay prior to taking office all other smsll banking
indebtedness I have and I will dispose of every share of
bank stock I now own.

(81gned)
John C. Persons




FEDERAL RESERVE BOARD

WASHINGTON
QFFICE OF THE GOVERNOR

Januery 11, 19%6.

MEMORANDUM 3
0 - THE PHESIDENT
FROM - M. S, ECCLES

I do not have & single dollar of indebtedness directly
or indirectly with any bank or broker, or any affiliation of
any bank or broker. I have never been connected with a bank
failure, and no depositor has ever lost a dollar in any bank
with which I have been connected in any capacity. No bank has
ever lost a dollar as a result of credit extended to any compa-
ny in which I have been active as an officer or director. A1l of
the companies with which I was actively comnected, owing any
money to any of the banks with which I was formerly connected,
can get such credit as they may be using at this time anywhere in
the market on & basis of their financial standing due to the de-
eirability of the credit.

I am not a stock merket operator. My total investment
in listed stocks when I came to Washington two years ago was
§18,528.29. My investment has never exceeded that amount since
and it iz $15,855.42 at the present time. My investment in
listed securities represents & very small part of my total assets.




January 7, 1938,

MEMORANDUM 3

L.

2,

L]

re: Confirmation mnd Senate subcomnittee
lhereog,

—

would be a vitally importent ad-
ditlon to the Senator Committee on Banking and
Currency to f£ill the vacancy existing at and
slnce last session because of the death of
Senator Cutting; he knows the subject better
than his colleagues, end would be invaluable
from every standpoint, particularly if Senastor
Glass is to make another fight against confirma-
tion; it might be suggested to Senstor Robinsen
that he recommend LaFollette's appointment to the
committee; this would probably assure it. Senator
LeFollette iz prepared, if necessury, to relinguish
one of his other major committee assignments in or-
der to go on the Banking Committee,

£epstor Fletcher, Chairmen of the Committee, has authori-

ty, if requested to use it, to designete & new sub—
comnittee to act on appointments; otherwlse, Senator
Glass, if he continues hostile, would dominate as he
did last session both as to confirpetion and the Bank-
ing Act of 1935; the so-called Glass subcommittee of
last session had a majority hostile to the Administra—
tion, whereas if a subcomnittee of 8ix, for example,
were gelected on the loglcal basis of saniority it
would not heve an enti-Administretion majority. Thus,
& subcommittes of the first Four ranking Democrats and
the first two ranking Republicans (a loglcel division
on the basis of party representation on the full com-
mittee) would consist of Senators Fletcher (Chairman),
Glass, Wagner and Barkley, Democrats, and Norbeck and
Townsend, Republicans.



FEDERAL RESERVE BOARD

ASHINGTON
Chairman W,
OFFICE OF THE XOVERROR
. January 7, 1936.
MEMURANDUM:

To - The President
From - Cheirman Eccles

In connection with our conversation, I am,
&g a reminder, taking the liberty of suggesting that
Senator Gless might be responsive to your suggestion
that he refrain from renewing his fight againet my con-
firmation. Doubtless it hes cccurred to you that he can
perhape be made to see how politically embarrassing such
& fight would be, particularly at this time, &nd after T
not only have served for & year, but you have already an-
nounced publiely your purpose to reappoint and designate
me as Chalrmen—an announcement precipitated because &
continuation of doubt as to my status and confirmation,
in view of the Senator's hostility, seriously interfered
with the discharge of importent duties of the chairmanship
prior to Februery 1. Presumably, the Semator will under—
stand thet if he were successful this time in encompassing
my defeat, it could only be interpreted as a defeet for Ad-
ministretion polieies with which I have been so closely
identified in the public mind and, therefore, would be
politically damaging. All this, of eourse, is wholly apart
from personal considerations, and I shall not oretend that
such & defeat would be & grest personal blow to me .

It has occurred to me, also, that the Senstor
might be responsive to the view that the President should
have as Chairman & man in whom he has confidence and who
is representative of his generel broad viewpoint end
aspiretions and that, therefore, & somewhat different situa-
tion &pplies to the chairmanship from thet as to the other
appointive members of the Board., While I am certain that
the Senator has been migleed as to my banking relationships
and is under missporehension as to my economic views, I
despalr of finding a ground of reusonsble reconmciliation
with him, and I anm, therefore, convinced that the only ap-
peal to be made to him is on the besis of his being willing,




in deference to you and your Administration, to avoid an
altogether unpleasant and, as it seems to me, needlese and
disruptive advertising of antagonism.

1 am also taking the liberty of suggesting that
you speek to the Senator with reference to his recommenda-
tion of Mr. Heimann, Executive Manager of the National As—
sociation of Credit Men, explaining to him that by reason
of geographical provieions in the law, Mr. Helmann, whose
home is in Flint, Michigan, and whose office is in New
York City, cannot be appointed if Mr. Szymczak and Mr.
BEroderick are appointed, since they are regpectively from
the Chicego and New York districts, which are the only
districts from which Mr. Heimann could be legally ap-
pointed.

Szymczek, who is young, industrious and able, has made an
exceptionally good record and has excellent standing with
the banking commnity, so that failure to reeppoint him
would work an injustice to him and deprive the Hoard of &
highly competent member. Similarly, as you know, Mr. .
Eroderick is outstanding by reputation, experience and ex-
ceptional qualifications. He outranks Mr. Helmsnn despite
the fact that Mr, Helmann is an unusual, well gualdfied
men, whoege appointment would be desirable were it not Tor
the legul restriction.

May I suggest, further, that you explain to
Senator Glass that it has been your policy with reference
to judielal appointments not to appoint men over sixty,
and that by applylng the same policy to the appointments
to the Board of Governors, it will be possible to work no
personal injury to the four present members, who are now
sixty-geven or more, if they are not reappointed because of
age. There will be no unjust discrimination, whereas, to
retain one or more while rejecting the others, would not
only do away with this impersonal reason and policy, but
would appesr to single out those not selected as the weak
spots in the Board, which Congress desired to remove by
its provieion for appointment of a new Board.

Perhaps, also, it would not be amiss to suggest
to the Senator that if he is to have & volce in the selec—



tion of some members, it would be unreasomable for him to
inslat upon determining the entire membership egaingt your
own preferences, and that aside from the great difficulties
encountered in obteining the services of some of the out~
standing men who have been sounded out, thers has been, as
the Senator doubtless knows, political presgure on behalf
of job-huntere end second-raters who have been rejected.
The Senator might respond favorably to the view that in
choceing & Board, you must comsider all viewpoints and the
countiry as & whole, rather than any individual preferences,
hutmrproromdmunenﬂ.-ltunnwlahtmﬂdb-
interested to know, for example, that among the pressures
there has been a considereble movement supported by the
netional ferm organizations, in behalf of Congressman Golds-
borough, among others, and that while you are desirous of
deferring so far as possible to the Senator's views, he
should be conslderate as well of your own viewpoint and the
difficulties and pressures under which ¥ou labor in connec—
tlon with &ll these appointments.




ATIONS

Golng off the gold standard s blunder.

Hearings before & subcommittee of the Committee on Banking and
Currency of the United “tates Senate, 1935, pages 685-684.

"Senator Glass. Vastly more fear and more wide-spread fear
occurred by taking us off the statutory gold standard than would
have prevailed had we remained on the statutory gold standard.

"ir. Miller. I have no hesitation in saying that I agree
with you 100 percent.

"eselr, Miller. I think the most serious blunder that any
country cen make in the monetary field is woluntarily, by its
omn action, to suspend the gold standard. I think we would have
been pushed off of the gold standard by the pressure of events,
but there was no occasion for ue voluntarily doing it. Ewents
would have done it, and we would have been off the gold standard
with, I think, a vastly better national prestige today than we
have. I think wisdom, foresight, would have seen that and would
have let the natural course of events take place. In other
words, play the gold standard to a finish, even though it takes
the last dollar of gold you have. We knew that we were in &
creditor position and that the gold would come back here after
the frantic fear had played itself to a finish.”

Hearings before the Committee on Banking and Currency of the United
States Sen=te; 1852, pages BB5 and £53.

"I say for the time being keep hands off of the sick
patient and stay out of the sick room except to feed, and bathe
and keep the patient warm.

fSsnator Brookhart. Let him die?
"lir. Miller. He will not die.

© "Senator Blaine. Who is the doctor that you will leave in
charge of the sick patient?
g |

"Mr. Miller. Nature is doing her work. She must be our main
reliance. Let us not underestimate our recuperative powers. You
can interfere and meddle, but in my judgment with wery little
good result. We are simply repeating our own history over again.
We have never had a breakdown that has not surprised us, and
our resort inevitably is to what I call baby peychology. We



take resort particularly to cheap money devices in the hope and
even in the bellef that they will somehow or other wipe out
mistekes, forgive debts, and set us all in good shape for a for-
ward movement." .

".s.1 hope you do not mlsunderstand my position there.
We are trylng to asslist nature but I do not think that this assist-
ance alone will accomplish results any more than I think it is
posaible to make the weather change by manipulating the barometer."

should it .

The Banking Bi11 Considered in the Light of 1927-1929," June 24,
1955, pages 57-38.

"fhat then can the new banking legislation do to improve
the situation of the Federal Reserve Boerd and insure a more
competent performance by the Federal Reserve System in the
field of open-market policy should the Federal Reserve Board
be invested with ultimate muthority and responsibility?

"Wy answer 1s to make the Board master in its own house
by giving it an assured position of complete independence both
in law and in fact. So far as can be done by statute law, it
should be imminised against any form of interfersnce, pressure
or influence, be its source financial or political,

"In order to give the Federal Reserve Hoard a position as
nearly immne from such influences as possible, I have proposed
that members of the Board should, if not immediately then in
due course, be appointed for longer terms of service, that they
should not be removable except by impeachment, that members
reaching the age of seventy should be given an allowance on
voluntary retirement, that the title of the Federal Reserve
Board should be changed to the Board of Governors of the Federal
Reserve System, and finally that the executive head of the Board
should be a chairman elected by the Board instead of a Governar
appointed by the President.”



Following are the most important names also considered, among

otherss

1. John H, Williems, Professor of Economics et Harvard, end

Sa

6.

economlc edviger to the Federal Reserve Bank of New
York; unwilling to sccept because of inadequate
selary, lack of pensions; coneidered in place of Foster.

Bs G. Emerson, formerly Assistant to Governor Federal Reserve

Board, then Deputy Governor Federsl Reserve Bank of
Dellss, now Vice President, First National Bank, Boston;
elso consldered in place of Foster; unwilling to accept
because of inadequate salary end lack of nensions.

former Undersecretary of Treasury, Agent
General of Reparations, now partner, J. P. Morgen & Co.;
unable to accept because of insdeguate salary and lack
of pensiona.

Lewls B, Willlams, former Cheirman and Federal Reserve Agent,

Federsel Reserve Bank of Cleveland; now Chairmen, National
City Bank of Cleveland; spoprecieted honor of appointment,
but beceuse of illness and other considerations, unable
to accept.

K. 5. Mexander, President, Puritan Bank & Trust Co., Meriden,

Conn.; recommended by Attorney General Cummings; do not
feel he hee qualifications or experience to messure up to
Foster; uniformly commenfled by numerous Meriden and other
citizens confidentially interviewed at direction of the
Attorney General; the only adverse comment being thet of
Fred D. Williams, Chief National Benk Examiner of Boston,
who said he did not regard Alexander as capable of being
& chief executive officer of a bank; believe he might be
used, if possible, in & less important position than that
of Board member.

» Executive Manager, Natilonsl Associztion of
Credit Men; very favorably impressed with Heimann per-
sonelly and with his qualificetions; think he would make
excellent member of the Board; however, his home is in
Flint,Michigen and his office 1s in New York; it is un-
fortunate that he is not from some other district as he
could not be appointed, under the law, from the Chiecago
or New York distriets except in place of either Szymezak
or Broderick.



P

7. Hilliam H. Pouch, President, Concrete Steel Co., Hew York,
former President, Nationsl Associstion of Credit Menj
ege, Bl; now seml-retired; an intensive campaign hes
been made to secure his appointment; feel he could only
be consldered after Broderick and Heimann from New York
District,

8. HRalph W. Manuel, President, Marquette Netional Bank of
Minneepolis; he has instigeted much propagandas to pe-
cure his appolntment; heads small banik with nooT re-
cordj(two affilinted banks had to be reorganized, with
substantial loss to depositors).

9. Malcolm C. Rorty, has personally writien to Secretary al-
lace and to Marvin McIntyre that he would be evailoble,
but know of no other support; is just past B0; has had
extensive experlence, but believe him to be set in
views, oninionated and non-cooperative; has been out-
epcken critic of much of New Deal programj now retired
and living on his farm in Maryland; suthor of "Rorty
Plan" to have government subsidize industry.

10. John C. Persong, President, First Natlonal Bank, Birminghan,
Ala.; question of personal financisl situstion involving
indireet liebility might make confirmetion difficult and
embarrassing to him; otherwise desirable, £

1l. Frank ¥, Foote, President, First Netional Bank, Hattiesburg,
Misslesippl; more pressure by fear hac been brought to
secure his appolntment than for any other personj
Senstor Harrison has been extremely sgrressive for him
for months; innumer.ble letters and telegrems have been
recelved from various perts of the country supporting
him; he is neerly 6l and seems older; aside from objec-
tion on the ground of age, I am confidentlally advised
by leading benkers in the South who have.served with him
en directoretes thet he is an incesssnt tulker, con-
suming more time than all other board members out to-
mether; he has had & successful career in his home town
as banker and business man, and isd’ good character,
habits and well thought of, but does not memzure up to
either Persons or Ransom.




goentatives Steaps and Coldsboroug the Chairman
and ranking mejority member, respectively, of the
House Committee on Banking and Currency, are both
desirous of being eppointed to the new Board; how-
ever, both are ineligible under Article 1, section
B, clause 2, of the Constitution which reads:

"Ho Senator or Representative shell, during
the Time for which he was elected, be appointed
to any civil Office under the authority of the
United States, which shall have been crested,
or the Emcluments whereof ghell have been
encreased during such time. . ., ."

13. [Ereston Delsno, Governor of Home Loan Bank Board; would

be an eminently desirsble member; however, he comes
from the 1£th Federal Reserve District, San Franeisco,
which is slready represented, and while he has lived
in Washington for the last two and & half years since
he became general manager of the H.0.L.C. the legal
question might be raised, especially by any member of
the Senate Committee on Banking and Currency who wes
hostile, if he were to be appointed from Washington
which is in the 5th District.

14. Nelgon W. Chegev, New York State denator; also over B0
highly regarded and has good record as small banker

énd in long political career; would heve to be BD-
pointed from Hew York District end both Broderick and
Helmann ere preferable from standpoint of experience
and general qualificetions.

The two most serious obstacles encountered in getting qualified men
to serve are, first, the inedequate salaries and leck of pensions for those
serving long terms, and second, the prohibition in the law ageingt a return
to banking business for two years after leaving the Board unless & member
hag served out hie full appointive term.
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All Names Buggested, in order of estimated merit

Worth considering (Nos. I to 69) Pages 1 = 10
To be avoided (Nos. 60 ta 78) . Pages 10 - 13
Ho information obtained Pages 15 - 14

Speoial Classifications

"Nith practical business experience Page 15
Aoquainted with Foreign Exchange and Foreign Conditions "
Familiar with Central Banking
With practiéal experience in Member Banks
Aoademic Economists
Hired Eoonomists but Unspoiled
¥ith Bxperience in Offlolal Administration
Congressmen
Too 014

Supplementary Notes (Om Nos. 26, BT, 86) Page 18
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Msrriner Eacles
Governor, Federal Reserve Board

wﬁ”’“ y108 Worlund Trwor, Wy, O

Formerly Credit Mansger of the Federsl Heserve Bank of ablanta. He under-
stands, better than any other Americen banker I know, the relstion of )
banking to money, and of both to the price level and the volume of tmeinemss.
(on these subjects I would only put higher Reginald McKenns, head of the
world's largest bank and formerly Chancellor of the British Exchequer who
has, for twenty years, fought for stsble money against an almost unanimous

tion of British bankers and who bas recently (Jen. 24, 19355) in ad-

sing his stockholders, asserted that "without an expansive monetary

policy adopted in suance of unequivoecal Governmental declerationg,the re-
covery (in England) could never have taken place.")

Lauchlin Currie (with Governor Ecclaes)

hesistent Director, Divislon of Research and Statistics
Federal Raserve Board,

Washington, D. C,

Formerly at Harverd Univeralty - Governor Eccles relies on him for date and
advice. Although very young for such a job, I believe he would be an ex-
cellent member of the Board and would function much more efficiently if mede
a full-fledged member of the Board than if continued in jhis present positiom,

Gﬂ! Hﬂ!nrl:. !- Wood
Chicago, Ill.

Head of Bears, Roebuck. Ome of the few business mem who thoroughly understends
the problems inwvolved.

Prof. James Harvey Rogers
Yale University
New Haven, Conn.

Professor of Politiecal Economy. Well informed, both factuelly and in economic
theory.

T. 4lan Goldsborough
Member of Congress

I think he will be far superior to Steagell although Steagsll probably would
ba go-tﬁl‘ The monetary bills in Stesgall's name heve been in all capes, I
m’n work of Goldsborough than of Steagall - except as to deposlit-in-
surance.
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credit manager. Hemphill thinks Foote would make an excellent member.
I do mot imow him, but would trust Hemphill.

8., Prof. G. F, Warren
Cornell University
Im’ H. Y.

or, as alternate, his associate

Prof. F. A. Pegraon
Cormll Univaralty

Iﬂ‘.‘lﬁl, N, X.

dlthough these men strum only eee one string end are not especlally ac-
queinted with benking, they know more sbout that one string (gold in re-
lation to the price level) than anyone else and ome of them, I believe,
should be oo the Board, provided it is certein that America ia to retain
the gold standard.

9. M. 5. Szymeszak
Member of Federsal Reserve Board

Fresident National Industiial Conference Boerd
247 Park Avenus
New York City

A good mmulisﬂ;ith good business connectlons (now "muszzled®)

_M_

11, F. R. von
Presldent Plaza Bank of BI. Louls
1230 Qlive Street
E.}- Lm.'lil-, o,

or, as alternate,

12. W. L. Gregory
Vice President, Plaza Benk of B4. Louls

These men, next to Hemphill and Vanderlip,seem to me to be the best equipped
bankers ia America. I think von Windegger would not accept, as he feels
tied to 5t. Louis. He regards Gregory as the "smartest young banker® he
mows, I have had such correspondence and conversation with both, and be-
ligve one of them should be on the Board.



15, Cerl Tn_nn-l

- Former Agslstant Secretary of Agriculture. I bave not bad direct contacts
} but have encugh kmowledge indrectly to be sure he would make a very good
mamber.

14, Winfield Riefler
Flemner Institute
mﬂﬂm, H. J.

v
L

Formerly on statisticel steff of Fetieral Reserve Board. Author of a plan
to control veloclty of deposits, recommended unanimously by the Board.
FProf. James H, Rogers agrees with mé thsat he would make an excellent member.

15.. Prof, Willford I. King
W} 258 Wooster Street
s New York City

Professor of Economice, New York University. Now President, after being many
years Secretary, of the American Statistlcsel Assoclation. Formerly Economist,
NHationzl Buresu of Bconemic Research, 4 remsrkably practlcal-minded man, for
an Academic economist. He hms a very clear mind and excellent understanding
of money and its relatiom to bther economic factors.

16. Ralph W. Manuel
President Marquette Hationsl Bank
Minneapolis, Minn.

)fﬂ.n} One o.f the few bankers who bave studied money in relstion to banking.
\ff

7, ~17. Carl Sanyder
Statisticlan Federal Reserve Bank of New York
35 Liberty Street
Hew York City

I have known him for many years, He is an excellent thinker and would be about
the best representative of the Federal Reserve System on the Bosrd that I can
think of, although many in the System would oppose him as somewhat hostlle to
the usual banker psychology.

[ $ecrebiny Wallace Iarowd %-ﬁ-j
g

18, J, J. Thomas
Member of the Federal Reserve Board



19. Desn Chester A. Phillips

Desh College of Commerce

ﬂ'hta mmﬂtar of Iowa
Iowa ﬂt’,

Somewhat Hke W. I. King.

Vice-President Continental Illtjnniu Bank
Chlcago, 111,

I e only a vague personal impression. Indirectly, however, from sources I
- ean trust I leern that he would be a promising msn — probably by far the
best among those now actiwely uuod.nt.o_dﬁith big banks.

21, Maxmillian Wellborn (.,U'}
Formerly Cheirmen of the Bomrd of the Federal Reserve Bank of l.;:hnt-n.

£2. Luther L. Bleke
President S,snderd Statistleca Co.
545 Hudsom Street
Haw YTork City

One of the few busines: men who bhave studied money in relation to business.

25, Profl Frenk D. Graham
Professor of Economlcs
Frinceton University

Princeton, N. J.

A constructive thinker,

24, Prof. F. Cyril James
Wharton Schhol of Finance and Commerce

University of Pennsylvanie
Philadelphis, Pa.

Probebly the best read gonetary economlst in America.

245 HNorman Lombard
Economic Consultant
50 Vanderbilt Ave.
Hew York City

Formerly Bxecutive Director, Stable Money Associsticn. He bes a good unded-
stending of momey and some business background.



25. Col. X, C.
Engineer, Formerly Chief Statistician and Vice President of Am. Tel. & Tal. Co.

014 Spout P
Ll“hfj Nd. ‘“

4 constructive thinker and practicsl business man,

HJ}:MﬂPh (%][M#—”é“ RamLodfd 71—:‘&-&.34,,.4&'/,@/ |

Lawy
District of Columbia

£68,

27. Dr. Warren M.Parscna

I ar
N
LM Able hﬂ“’ wide student.
N

Member firm Warren M. Persons and Assoclates, consultents eeim
Applied Economica.

Formerly Profeasor of Economics, Harvard University

12 Bust 4lst Sgreet

Hew York City

Good inmnetery economics, and mathematical statistics,
£8, Henry B. Stesgall

239, Geo. Harrison
Governor of the New York Federal Reserve Bank

0. Mlven T, Simonds
President Simohds Saw & 8 ecl Co.
89 Broed gtieet

Hewdorie—Gtty Bostan, Wiass,

Member Advisory Com, Graduate School of Business Administration, Harvard.
duthort Business Fundsmentals,

30a Jobn E. Rovens
Vice President National City Bank of New York
55 Hall Street
\ New York City

5
Q}F Was once President of the Stable Money Associstion. An exceptional banker,

'L& §1., Licnel D. Edie (Investment Comnsel)
Chairmen Edie-Davidason, Ine.
£0 Exchange Place "
Hew York City

Formerly Professor of ﬂnﬂén, University of Chicago. Author: The Banks
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and Prosperity, etc. A sound economist and business man,

Ambrose W, B‘ (Investment Counsel)
£20 Epst 7ml‘t
Rew Tork City

Investment Bdnker and business man. Organizer and President of Young Men(s
Executive Club. A student of money/relation to prosperity,
in

Jeff Busby
Ex-Congressman
Houston, Miss,

Wright Patman
Member of Congress

N. D.
Ex: President
Red Egnk, N, J.

Ha is alleged to be something better than a mers Journey-man banker end to
possess some constructive imagination, He is supposed to have written Bome—
thing for the Bankers' Jourmal and to bave published, or now has underway
& book on the History and Theery of Bgnking, The general reaction is that

« Alling is somewhat above the average banker, or business man in his
grasp of the social aspects of his profession, but that his mental quality
and the range of his information is by no memms superlatively good.

Professor of Finance, Penngylvanis University
Secretary of Banlking, State of Penngylvania
Philadelphia, Pa,

Economie Adviser of the Phdlsdelphia Record and the New York Post.
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B. H. Innen-hrm
120 Broadway
Hew York Clity

Lawyerj and eble and informed student.

M, K. Graham
Capitalist
Graham, Texas

huthor: Gold; An essay on Gold. Ome of the few business men who hes made an
intensive study of monem.

Edward C. -Romfh -
President First National Bank
Miemi, Fla,

An unusuel banker and upen-minded.

Leo Crowley
Federal Depoglit Insurance
‘Hmm’ D- C.

Suggested by Prof. Jom R. Commons. Helped Prof. Commons "immensely® when
he (Crowley) was head of State Bank of Wisconsin. Considered in Wigconsin
a8 & Democratic politiclan, but hes never held office. Was adviser i
Governor Philip LaFollette on revision of Wisconsin benking laws. Is friend
of Senator Wagner. Woyl be "bitterly attacked - all the better®. I do not
imow bhim but would trust Oommons.

Flororee
Iiﬂskﬂnln
How with Federal Deposit Insurance

Like Prof, James H, Rogers, a former student of mine, ,Since then I bave not
followed her but Rogers has and thinks that if any woman understands money,
it is Miss Helm., I would mt hesitate to follow Rogers' judgment, if a woman
is to be considered.

Prof. Harry G. Brosn
Professor of Economics
University of Missourli
cﬂlﬂ.hm, Mo,

Jobn F. 8inclair
Lawyer, Writer

420 Laxington Avenue
Hew Tork City

Formerly Economlc and Financisl Editor and Writer, North American Newspeper
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47.

48,

Alliance; also writer of dally syndicated column, Special Investigator Farm |
Credit lL:I.ninnﬂ.m, 1953,

Prof. Alvin H, Hensen
Econémist in the State Department
mm’ D_. C.

Professor of Economlcs, University of Minnesata, Minneapolis, Minn,
dn suthority on depressicns.

Fred I. Eent
Vice President Bankers Tpust Co.
New York City

Col. Leonard P, Ayres
Vice Predident Clevelsnd Trust Co.
Cleveland, Ohlo

Statistlclsn., Too close to orthodox benkers,
Prof. Wesley Clair Mitehell

Professor of Economics
Columbia University

Hew York City
Director of Research, onal Bureau for Economic Research. Cheirmsn, HResearch
Committes on Social s’ 1929 to 1855. Member, National Flanning Board,

F. BE. A. Authority en "Business Cycles.®

Prof, Edmmnd E. Dgy

Formerly Professor of Economics et Harvard and University of Miechigen, I think
be would make & moderately good member. Suggested by Prof. Frank Graham of
Princeton who thinks him "s strong cendidate®.

Willlsm T. Foster (56)
Newton, Mass,

Former College President, Economist, Writer, Lecturer, Member of Congress.
An able populsr writer on money.

George LeBlanc
Investment Banker
80 Broadmey

New Tork City

Formerly Vice President of Equitable Trust Company of New York, (First mean -
8o I am told - to be offered governorahip of Federal Reserve Board by



)/‘A) President Wilsan). He has, I think, more familiarity with foreign exchange
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and its history than any other man om this Iist.

Lgon Fraser
rmlf h&mt Bi I.. ﬁ. Basle
New York City

Recommended by Frof. James H. Rogers. I would trust Rogers. I do not know
him, Hs foreign expertence would help,

Prof. Frederick W, Boman
£14 Loma Drive
Iﬂl -‘ﬂgﬂ]—ﬂl, Gl_l.

Formerly Professor of Economics and Education, New York University. Leader,
Par liament of Man (formerly Civie -Forum Inst.)

Jolm K. McEee
Chief, Egamining Division, R.F.C.
Steubenville, Ohio

IhhfmaummtImmuubﬂhﬂthnthwﬂdhnur;pmr
selewtion for the Federal Reserve Board, He is represented ma ting a
politiclan of only ordinary ability and those who are in a position to lmow
seem to think that he is ever-rated as Chief Exsminer for the R.F.C. If he
is over-rated for his present position, he iz certainly not meterisl for the
Board,

Prof. Heary C. Simons
University of Chidago
Chiesge, I11.

A real thinker,

beirmen; Trens-American Corporation
San l‘rn.nn:l.ucu, Lal,

Suggested by Prof. Jobn R. Commons, I do not kmow him.

Lawrence Dennis
Oakcrest, 4 Oak Ridge Boulevard
¥ Va.

I am not personally scquainted. Robert Hemphill is end tells me Demnis (1)
has whitten a book on money; (2) bed had banking experience; (3) is young
(sbout 40); (&) knows political conditions and forelgn exchange; (5) lmows
money in mistion to memey - the important and rare quality required,

baw qu'r\]
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Ronald mu (53)
Vice President Fulton National Bank
B4lanta, Ga.

Sald to be of moderate ebility. He served on Natlonal Banking N.R.A.
Committee. Ia belleved to be the sort of person whow might throw favor

to the larger banking interests., However, atrness to Mr. Reansom it

ought to be said that he bas made himself prominent inm the 4.B.A. and has
taken an active part in bank management studies for several years past.

He wndoubtedly enjoys the faver of the group that directs the destinies of
the 4.B.A. If one could be sure that he would ®t be inclined to favor special
privilege and the larger intereats as ageinst the interesta of the depcaitors
and of bankers generally, he might be higher in this list. (4ee ,}..u)

J. L. Broderick (54)
Hew York City

So far as I can find cut, he would be a great misteke. He made a very good
record in his position as State Superintendent of Banking of New York but he
is merely, I underatend, a technlclan like Paul Warburg, or his son, or

Eugene Meyer.

E. W. Morrison (54)
Business man, ranch owner
San Antonio, Texas

Une person advises thet he*is a man of large experience and means, of good
intelligence with declided opinions., Another person thinks he bms public
utility interests end was assoclated with the Insull projects. Was at the
London Economic Conference.

Jo Ee Avolded
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Prof. E. W. Eemmerer
fialker Professor of International Finance
Princeten, H. J.

He is under cbligations to bankers for his fortune, He is tied to the old-
fashioned gold standard by his record as "money doctor® for nations. In this
depresslon be bes warned only against inflation, never against deflation,

Prof. 0. M. W.

Professor of Bgnking and Finanne
Harverd Univesity

Cambridge, Mass.

Too close to orthodox benkera.
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Prof. B. H, Beckhart
Columbia University
New York City

Too close to orthodox bankers.

Tom Smith
Bank President - Boatman's Bank
5t. Louls, Mo,

He would be as bad a mistake as Aldrich, who made such en sbfird speech in
Houston recently.

Prof. Ray B. Westerfield
Professor of Political Economy
Yals University

Hew Haven, Conn.

Presijdot Economists' National Committee on Monetery Policy. Too close %o
orthodox bankers.

Gen. J. C. hm
President First National Bank
Birminghsm, dla.

&lidf::thnvmmg m.(ﬂu M&; ﬁ"“) .

Prof, Jacck Viner
Professor of Economlca
Chicago Eniversity
Ciicago, I1l.

Speclal assistgnt to the Secretary of the Tressury 1954 to 1855. Too close
to orthodox bankera.

Bufus Tucker
Westfield, N.d.

Buch too close to orthodox bankers.

Prof. E. Parker Willis

Professor of Bgnking
Columbis University

Hew York City

L technielsn but not & sound thinker.
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Leland Hex Robinson
Investment Bgnier
50 Pine Biteect

Hew York City

Writes for financlel periodicals.

Ralph Weat Robey
Columbia University
New York City"

Instructor in Banking and Business.

C. L. fylwerd . (40)
Vice President Columbis Nationsl Hank
Emnsas City, Mo.

HBe certainly would be an unfo te cholce., He is known as & good fellow",
sble to mix well, but cer a0 the calibre that should be on the Federal
Beserve Board. He is in the new business department of his bank, and even
his omn friends are inclined to doubt his ability in the more serlous side
of benking, It heppens thet he is the brother of & very influentis]l Kengag

City politician,

Adolph C. Miller
Mamber Federsl Reserve Board
h-ﬂhingtrﬂn, Do Gt

Prof. ‘Hﬂl‘tﬂr E. S‘Fhr
Professor of Economlcs
New York University
Hew York City

Secrdary-Tressurer Economlsta' Hationsl Commike on Mometary Policy. Much
too close to orthodex bankera,

Prof. Harcld L. Reed
Professor of Economics
Cornell Tniversity
Ithﬂl’ H. Il

Too close to orfhodox bankers.

Prof, Lewis H. Haney
Professor of Economics
Hew York Tniversity
New York City

Hew York University Bureau of Business Research. Dgil;r column in New York
Evening Journal.
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B. M, Anderson, Jr, .
Econosist of Chase Natichal Bank
New York City

Has a positive genius for getting things wrong,

W. 5. hlesander {57)
Ex-President Puritan Bank & Trust Co.
Meriden, Comn, '

Hie bank in Meriden was on the ragged edge and his directors disagreed with
bim on the question of management, whereupon he resigned lagt Novesmber.

He is now looking for a job. He 18 only a falr man in the banking field
and gives no evidence of knowing central banking policies or money.

Rudolph Spreckels
625 Market Stpect
Sen Franciaseo, Cal.

Independent banker. Has stood Mgainst "the bankers®. Wos friend of the
older laFollette. I do mot know him except as I once met him in New York
(if be is the same Spreckels) eight years ago. At that time he most
certainly mew nothing much sbout money. I would not recommend him unless
or until I checked up on this.

No Information Obsained
L. R. Brown .tﬁ d-hl'?..“m Mm fan a.dmm/ﬂy

Wiriter, bank clerk fv’h-‘hz’ f Y
Hew Iu:'k City 4

N. W. Chenay I:.g]
New York State Sgna.t-or} Eden, New York

Een R. Connor
President small bank
Aida, Ohio

Preston Delano
CGovernor, Home Loan Bank Board
California

C. C. Gaspard (ﬁ]
Business man
New Orleans, La,

¥. C. Harris {ﬁ; (i.m?a(.u.#‘? crastbent b Haon - #e.34)

Deputy Secretery of Banking
Penngylvania



H, H, Heimagn (44)
Executive Manager Natlonal Assoclation of Creditmen

Flint, Mich,

Joseph Neughtaon
Comptroller, Pittsfield Third National Bank and Trust Co.

Pittafield, Masa.

Hglter Parker
t, Bgonomist
New Orleans, Le.

. Williem H, Pouch (61)
Retired business man; former president Netlonal Assoclation of Creditmen

Hew York City
Arthur Wellborn

First Viece—President Commerciel National Bank
Anniston, Ala.

Loobss: Arbhon W 03 @lmoait sitompring vt iy s
Lome vichity kot nparcid =g sgptfad 4
MM;”M’fH MM«M
Prssumatly o nilabie o Maxiwiilons
lelbfvrm (fee Ao, 1,),
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17 Snyder
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On ¥o. 26. Harlan Banddph may be confused with H, ¥. R, (No, 26), It is said
that Harlan Randolph,aad attorney formerly of Virginia, afterward moved to Atlanta,
where he now is, is a candidate, Georgia pecple questicned his character and evem
his hmesty.

On No. 67, further information. Honsld REanscm was educated as a lawyer. He
has handled trust mosowmts in banks, I% is sald by supposedly trustworthy peopls
that BEanscm is "too Ambitious™, and would probably consider his office chiefly as
a stepping stone, But he is capabls, in fact, rather brilliant and he ls thoroughly

honeat,

On ¥o. 66, further informmtion, Gemeral Persons was sducated as a lawyer,
He has had much sxperience politioally. He is in bad shape finanoially, having
been over expendsd in bank stooks., His embarrassment is now so serious khdtso
widely known that it would reflect on him, in publie opinion, if he were nominated,
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FEDERAL RESERVE BOARD @

WASHINGTON

January 24, 1936.

Dear Mr. President:

I beg to acknowledge your kind letter sent me
after our interview on Jamuary 22nd. I can only say that
I shall be the last person to expect or ask that your
conception of public duty should be moulded in any way by
our old-time friendship.

Ae to your expressed hope that I may remain in
an advisory capacity on the new Board, I can say that I
shall give most careful consideration to any suggestion
¥ou may make mlong these lines.

Believe me,

Very sincerely yours,

The President,
The Waite House,




Jammary 32, 1938.
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As sver yours,

@



A TEST OF MONEY MANAGEME!

are on the dole in Sweden,
fewer than during the prosper-
ous period of 1988 and 1920, The
total of registered unemployed was
43,000 when I visited Sweden last
August, and of these about 30,000
had jobs on public works. Only about
13,000 men therefore lacked work.
And since August, economic con-
ditions have continued to improve.
While America's indus-
trial production is still
about 26 per cent below
the 1929 peak, Swe-
den's is 10 per cent above
it, and the Swedes are
looking forward to enjoy-
ing an estimated surplus
revenue of 28,400,000
kronor, due to the greatly
increased revenue from
prosperous business, And
s0, Sweden is celebrating
:omplete recovery with
factories running full blast
and her workers employed
to capacity; in fact, she is
better off than in 1928,
How has she done it? 1
was trying to compliment
the Swedish economists,
and politicians in responsi-
ble positions, whom I had
occasion to meet, on their
splendid accomplishments.
But modestly they would
say, “We have not done
anything. Things just hap-
pened.” True, a series of favorable
circumstances have helped much,
and they were beyond control. Nor
has there been much in the way of
deliberate planning, at least in the
beginning, to overcome the depres-
sion. But just the same, the Swedes

I_ESS than five hundred persons

By HANS R. L. COHRSSEM

may rightfully claim as much credit
for haying conquered the depression,
as for having avoided war during
the past hundred years and for pos-
sessing some of the most progressive
social legislation, a high standard of
living, and probably the highest
standard of popular education on
social and economic problems of any
people in the world.

One of the outstanding economists

Am. Bw, Nrw Exch

Ernst Wigforss, Minister of Finance

told me that if anything, credit must
be given to the pood luck of Swe-
den. “Good luck” certainly did play
an important part, particularly if the
increased world demand for Swedish
products and the consequent high
prices are considered good luck, Yet,

s

3

America is endowed with far greater
natural wealth. America is largely
independent of the rest of the world,
she can clothe and feed herself and
produce almost everything for the
highest standard of living of any
country. America is financially
more independent than any other
country.  Still, natural wealth and
independence have proved in-
adequate to lift America out of the
depression, Instead of such
advantages, the Swedes
have acquired in years of
serious study an insight in-
to economic developments
that has led them to the
correct solution of their
difficulties,

In thus giving credit to
the correct and progressive
thinking of Sweden on
economic problems, it must
be extended first of all to
her teachers, and among
them in particular to two
great men that are counted
among the world's out-
standing economists, Pro-
fessor Knut Wicksell and
Professor Gustav Cassel,
Wicksell is sometimes even
called the father of the
present Swedish monetary
policy, for as early as 1898
he was advocating the
policy that the Bank of
Sweden actually adopted
in 1931, For the past
thirty years he and Cassel have
been fighting persistently to obtain
recognition of the very principles of
monetary policy that for the past
four years have been employed not
only by Sweden but by all the sterl-
ing bloc nations, comprising about

THE AMERICAN SWEDISH MONTHLY
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one-third of the world, which have
recovered most from the depression.

The essence of these monetary
principles is that money should be
constant in what it buys. That is,
a dollar should always buy the same
average market basket of goods.
When the buying power of the dol-
lar changes, your market basket of
goods becomes either smaller or
larger; you owe more or less, if you
translate your debt into goods.
Changing dollars upset the calcu-
lations of every business man, make
it impossible for budgets to be kept,
and change every contract in which
money appears. When the dollar
becomes cheap as compared with the
market basket of goods, then prices
rise, and the employee that gets the
same number of dollars in his pay-
roll can not buy his normal amount
of goods with them. But profits for
the business man rise, speculation
sets in, and the end is inflation. Then
comes the crash—inevitably, The
dollar becomes dear, prices of things
fall. The market basket gets bigger,
but the profits of the business man
disappear when his income falls with
falling prices, and he has to dismiss
his employees. 5o the wage earner,
instead of getting more for his dal-

Am. Bw ‘i‘mhrh
Profassor Eli Heckschor

lar, loses his job and has no dol-
lars at all to spend. There are bank-
ruptcies, foreclosures—this is de-
pression,

Gzenerally people do not know that
the dollar changes, because these
changes in buying power are difficult
to measure. The only way to meas-
ure them is by observing how the
average of the prices of all goods

FOR JANUARY, 1936

changes, and that can be done by
watching the price index. Unfor-
tunately, most people when they see
the prices of goods going up or
down mnever think that it is the
money that changes. They think
that the trouble is with the goods,

Wicksell and Cassel have shown
that so long as your money is stable
in gold, as it is under the old-
fashioned gold standard, it can not
be stuble in buying power over
goods, because the buying power of
gold- over goods is subject to
changes. In order to have a money
of stable buying power it is neces-
sary that either changes in the value
of gold can be prevented, or that
money 15 “managed” independently
of gold. Tt is clear that the value of
gold can be kept stable only when
all nations cooperate for that pur-
pose, But Wicksell and Cassel have
rendered an outstanding service not
only to the Swedish people, but to
society as a whole in pointing out
that a single country may keep its
own money stable, independent of
gold, by managing it according to
an index number that represents the
buying power of the money.

It makes little difference whether
yvou speak with a Swedish banker,
politician, business man, or econom-
ist, they all agree on these simple
fundamental principles: a gold cur-
rency is not stable in buying power
over goods ; this instability i& an im-
portant cause of booms and depres-
sions; the value of money must be
measured not in gold, but in what it
buys ; the buying power of money is
expressed in an index of prices; a
country can “manage” ifs money ac-
cording to such an index number and
thus keep it stable in buying power.

In almost every other country the
question of money is one of politics
and individual interests. In Sweden
the money problem is a scientific
problem, and it is being attacked
with the same rational, scientific at-
titude that a problem of chemistry
or physics receives. One is amazed
at the freedom from emotion, super-
stition, and prejudice, with which
the man in the street talks about
monetary problems. There is little,
if any, belief in the supposed virtues
of gold currency and the dangers of
inflation with a managed paper cur-
rency, beliefs that have dominated
monetary discussions in  America
during the past years.

The men that guide the Swedish

monetary policy are in  particular
free from such beliefs. In Holland,
France, and Switzerland, the coun-
tries still deepest in the depression,
the heads of the central banks had
told me that they remained on gold
because there was no “better” cur-
rency. An outstanding Swede would
never say such a thing. Ernest Wig-
forss, the Minister of Finance, is

Am. Bw. Newn Exch,

Professor Gustay Casel

considered one of the most serious
students of money. For years he has
been an active member of the
Parliament Banking Committes, and
he is seen frequently taking part in
public discussions of monetary and
economic problems. In his present
impartant position he is advised by
several monetary economists, in par-
ticular Professors Bertil Ohlin and
Gunnar Myrdal and Dr. Karin Kock.
Governor Rooth of the Bank of
Sweden is equally well infermed on
the subject., His advisers have been
chiefly Professor Eli Heckscher
who, in September, 1981, formulated
the new monetary policy of the Bank
of Sweden, and Professor Erik Lin-
dahl, who devised the Bank of Swe-
den consumption index according to
which the krona is being “"managed",
In short, the great influence of the
monetary economists over the think-
ing of the Swedish people has
eventually found expression in a
progressive monetary policy. Let us
see what this progressive policy con-
sists of.

Sweden did not feel the depression
until late in 1930. Until then the in-

flow of foreign ﬂw
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purpose.
bankers had lost confidence, and they
left the Swedes to their fate—al-
though to-day this refusal is con-
sidered another instance of Swedish

1831, England left the gold standard,
and one week later Sweden fol-
lowed.

Upon abandoning gold, the board
of governors of the Bank of Swe-
den suggested to the Minister of
Finance that in place of gold stability
the central bank should henceforth
attempt to maintain the buying pow-
er of the krona, in the hands of the
consumers, This announcement re-
assured those that were afraid of in-
flation. At the same time the Bank
of Sweden began constructing a spe-
cial consumption price index in or-
der to be able to measure the pur-
chasing power of the krona. In this
manner it gave a meaning to its in-
tention of keeping a stable krona.

Soon it became evident that there
was no danger of inflation, but that
there was a real danger of continued
depression. In January, 1982, the
board of governors again demon-
strated leadership in proclaiming
that a rise in wholesale prices was
needed in order to improve con-
ditions. A few months later this
view was confirmed by the parlia-
ment, and the central bank was asked
specifically to engage upon an ex-
pansionist, or “reflationary” policy.
At that moment the Kreuger crash
occurred, and, although it is general-
Iy considered to have hurt Sweden,
it actually helped in depressing the
external value of the krona., Here
again is an instance of “good lack™;
for, this slight additional depreci-
ation made it easier for the central
bank to follow out an expansionist

the building industry, But inter-
national conditions had improved,
increasing the demand for Swedish
products; a liberal public works
policy took men off the streets and
increased the purchasing power of
the people; and the easy money
policy of the Bank of Sweden was
taking effect in helping private in-
dustry to obtain cheap credit, re-
employ workers, and restore normal
production,

We may now better see what ouf-
standing part the monetary policy
has played in bringing back pros-
perity in Sweden,

The announcement in September,
1831, of the policy of a stable krona
at once restored confidence.

The parliament in confirming the
new policy and in emphasizing re-
peatedly the necessity of an ex-
pansionist credit policy and higher
wholesale prices, strengthened the
central bank in carrying out its
policy of money.

Without explicit directions
by the parlisment it would not have
been possible for the central bank to
take sole responsibility for its ag-

These directions, in particular, en-
abled the central bank to keep the
krona slightly undervalued, forcing
it to acquire large sums of foreign
money in order to keep the krona
low. The accumulation of large
sums of gold and foreign exchange
tended 1o increase the credit base at
home. In other words, keeping the
krona low abroad made money cheap
and plentiful for productive pur-
poses at home.

It was this easy money that helped
private industry to expand produe-
tion and re-employ the unemployed
80 rapidly,

A liberal public works pelicy fur-
ther helped to accelerate re-employ-
ment in that it increased the pur-
chasing and thus consuming power
of the people. To that extent pub-
lie works were also “monetary”,

A most important effect of the de-

valuation that was of the mone-
tary policy was it restored to
Sweden its position on

competifive
the world markets. It permitted
continued and even increased pro-
duction and employment in the ex-
port industries.

Moreover, it protected the indus-
tries that produce for domestic con-
sumption by keeping cheap imports
out and restoring to the manufac-
turers a nmormal margin of profit,
This promoted an expansion in the
production of consumers’ goods in
the course of which many workers
were re-employed.

Wholesale prices were raised
about 10 per cent, just sufficient to
restore the profits to the basic pro-
ducers, that had been lost by the
vious decline of the wholesale prices.

The crowning result of the Swed-
ish monetary policy is, however, that
the objective of maintaining the pur-
chasing power of the krona in the
hands of the consumers has been
fully attained, For over four years
this policy has now been in opera-
tion and still the consumption in-
dex of the Bank of Sweden, which
represents the purchasing power of
the krona, has never deviated more
than 134 per cent above or below the
normal 100 of September, 1931,
when the policy was inaugurated.
The krona buys exactly as much of
an average market basket of con-
sumers’ goods, of the shoes and
suits, rent, bread, and the many dif-
ferent things that the average family
uses, as it bought four years ago.
Recovery and prosperity better than
that of 1589, have been attained with
& stable krona.

In conclusion, therefore, Sweden's
monetary policy has been a success
on all counts.  Actual experience has
proved the monetary principles of
Wicksell and Cassel to be correct. |
asked an outstanding Swedish
banker what he thought the
future monetary policy would be
“It will be guided by our recent ex-
perience,” he said. "Never again,”
he added emphatically, “will we per-
mit monetary fluctuations, whether
entering from abroad via the gold
standard or originating in internal
credit expansion or contraction, to
change the purchasing power of the
krona and interfere with our pros-
perity. We will always strive to
maintain a stable krona." And this,
after all, is the test of a managed
currency.

THE AMERICAN SWEDISH MONTHLY
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THE STERLING BLOC
by Hans HI:. Cohrssen

THE PEOPLE'S MONEY

January 1936

Upward Trend in Denmark

In Denmark, which went off gold together with
Sweden, wide-spread monetary understanding has
led to the use of additional devaluation in 1933
to make her farmers competitive on the English
market. Her industry has made wonderful pro-
gress, employing more men than ever before.
There is still a farmer problem, cansed mainly
by the farmers' over-indebtedness, which seems,
however, possible of solution without further de-
valuation. The Governor of the Danish National-
banken, who was for many years Minister of
Finance, asked me to “tell your [riends in Amer-
ica that we have discarded the gold standard mot
to return to it. We want a stable money, and if
there is the possibility of obtaining an interna.
tional money system under which our krona may
remain stable in buying power at home, we will be
for it."

Diiaciah ts Nervuy:

Perhape the most fascinating story of changing
monetary understanding and its influence upon
economic conditions is that of Norway, It is of
particalar interest because it shows so clearly the
gradual development from the orthodox gold
standard policy to the present policy of managed
currency. During and after the war, the inflow
of foreign capital and reckless credit expansion
created wild inflation which was stopped in 1921
when a new Governor was appeinted to the cen-
tral bank. By wise measures he avoided s drastic
a recession as occurred, for instance, in Sweden
and the United States. But from 1924 to 1928,
merely in order to make possible the restoration
of the gold standard at the pre-war parity he
caused the krona to be appreciated 929, resulting
in a terrible deflation, bank failures, unemploy-
ment and bankruptcies. This policy was dictated
only by reason of national pride. Sweden and
Denmark had returned to gold at the old parity,
g0 Norway wanted to do the same—even though
most Norwegian economists were protesting against
what they called this “romantic” monetary policy.

mwwmhw
INLhMﬂﬂmeh'ﬂdm
serves that would have permitted the maintenanee
ﬂﬂlpﬂlﬂlﬂfﬁtluﬂlihpr.ﬂutpu
was no longer the main consideration. Upon aban-
doning gold, together with Sweden, the Governor
of the Bank of Norway stated “that we will en-
ﬂllmhm-lhtlhﬁlhlmﬂpﬂmhlﬁn‘w
of the Krona to the extent possible.” In 1932, the

official declaration of monetary policy as express

'dh;?uﬂmmlwuih-t“thaxmou;htm

hminhhednl:hulun:bl&-pou]hhin
order to provide a safe basis for the productive
life of the country.”

This was & momentous change from the roman-
ticiam of but a few years ago. Sentimental con-
siderations and tradition had given way to ration.
al thinking. In his latest report, covering the year
1934, the Governor stated this clearly. “The im-
portance of the step taken in September 1931 ia
above all that a check was thus put on the long
and continuous fall in prices, and this was in part
the main objective.” Like Sweden, Norway has
had a stable krona ever sinee September 1931,
that is, stable in purchasing power. Industrial ac-
tivity and employment have increased and recoy.
ery has spread through all branches of her eco-
nomic life.

Some of her economists have been demanding
further devaluation, such s Denmark has had,
88 at present the krona is still overvalued. But
as popular understanding of money is not as ad-
vanced as in Sweden and Denmark, this step is not
taken. Norway is depending for her prosperity
largely on foreign trade, and is therefore extremely
anxious to join an international maney system.
But she wante international stabilization only
under certain conditions the Governor of
the central bank has outlined in an admirahly
formulated statement. He said:

“It seems tolerably clear that we cannot at
present tie our currency to gold. Neither could
this be done in the immediate future. The step
whmﬁmmﬂ:hﬁmhﬁpn_fwm
international gold standard, No more could
mlhkmwnmmmyfwﬂpmmcy
which is ieself movable . , ,

“In accordence with the foregoing we will at
any time have to adjust the external value of the
krona in harmony with the capacity of our
country and with our interests. We have looked
to the sterling rate for this harmony, and in
view of the present situation there is no reason
to make a change in this policy.”

For additional coples and information
regarding Managed Currency write to

CoMMITTEE ForR THE NATION
205 East 4Inn STRRET Nrw Yoax Crrr
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MEMORANDUM
T0 - The President
FROM - Cheirman Eccles

Pursuant to your request on Thuraday that I suggest one
or more nemes for you to consider in £illing the office of Ad-
ministrator of the new United States Housing Authority, I am
glving herewlth some observations on four men—namely, Admiral
Christlen J. Peoples, Mr. Howard A. Gray, Mr. John Ihlder, and
Mr. Miles L. Colean,

These men are alresdy in the government service; esch of
them holds & responsible adminlstrative position involving pro-
blems and activitles corresponding closely to those which the
new position will involve; and each of them is glving a credit-
able performance. Any one of them would appear to be well
qualified by training, experience, and temperament for the dif-
ficult task of getting the new agency under wey without undue
delay and friction.

I have also made some inquiry, as you requested, about Mr.
Nathan Straus. I em told by a well-posted observer, whose Judg-
ment of housing pecple I have found to be impersonal, impartial,
and discerning, that Mr. Straus, though highly public-spirited,
is more zealous than practical, too vague and visionary, ex-
trevagant in his conceptions of what public housing should con-
slat of, and the kind of man who if put at the head of an im-
portant governmental agency would probably find himself in hot
water in about two weeks. Mr. Straus ispresident and prineipal
owner of the Hillside Housing Corporation, a limited-dividend
project in New York that was financed for the most part by PWA.
His prineipel business activity 18 as heasd of Nathan Straus—
Duparquet, Inc., which is engaged in selling equipment, fur-
nishings, and supplies to hotels, clubs, and restaurants.

Admirel Peoples, as you lmow, 1s Director of the Procure-
ment Division of the Treasury., He has done an excellent job
in handling the extensive construction mctivities that are car-
ried out under the directlon of the Treasury. Not only have
these projects been handled efficiently, economically, and with-
out frietion or eriticism, but the long previous experience of
hdmiral Pecples in places of important responsibility has shown
him to be & highly competent organizer and administrator.
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Mr, Gray is the present Director of the PWA Houslng Divislon.
Hls background is that of a business executive in steel manufacturing
and machinery manufacturing. He becams Director of the Inspection
Division of FWA in 19855, and was made head of the Housing Division
a year or two ago when thet divislon was reorganized. My informa-
tion is that he ls a qulet, competent, and hard-headed executive,
though not apparently possessed of any broad social outlook or any
broad grasp of the economic ramifications of housing. He is mainly
credited, however, with the noticeable improvement that has taken
plage in the PWA Housing Divislon since the management was changed.

Mr. Ihlder is Executive Officer of the Alley Dwelling Authority
for the District of Columbia. He is widely regarded as the ableat
man in the public-housing field. He has a broad background in elvie
and social work, in connection with which he has had & number of
responaible appointments; and, more particularly, he has had an
active official connection with public-housing activities for the
paet 25 yeara. Moreover, hls work &8s the executive officer of
houping agencies has been in the larger elties—Philadelphls,
Pittsburgh, Boston, and Washington. He appears to be the one man
who has accomplished outstanding examples of real slum clearance
and real low-cost housing, and to have done i1t without fanfare and
without friction.

Mr. Colean is Director of the FHA Large-Scale Housing Divi-
sion., He has developed the program by which a number of excellent
and economically-built projects have been completed or contracted
for under the limited-dividend provisions of the National Housing
Aet. It was the evlidence of what Mr. Colean's division has been
eble to eccomplish under the present hempering restrictions of
this legislation that led me recently to interest you in the need
for making this legislation more flexible end thereby obtalning un-
der it a much larger volume of rental housing through private means.

Oof these four men, I would say that Mr. Ihlder, because of
the nature of his experience and the quality of his performance
in the public-housing field, probably merits your first considera-
tion; but I think that you would make no mistake in selecting any
ona of the three others.

If I find reason to make any addition to this 1ist of four
names, or to amplify or modify any of the comments I have made re-
garding them, I shall arrange to have a supplementary memorandum
sent to you within the next few days.
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THE WHITE HOUSE
WASHINGTON

PRIVATE
T April 4, 1941,

MARRINER ECCLES

Why not put in Clarence Dillon
as non-banker Class C member of Fed.
Res. Bank in New York?
He 18 out of Dillon Read
except as stockholder. "
I want a non-Morgan man.
Will you talk with me about
it?

F. D, R
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THE WHITE HOUSE
WASHINGTON

April 18, 1941
PERSONAL & CONFIDENTIAL .

MENORANDUM FOR
AON. MANRINER 8. ECCLES

I am a good deal troubled by the faot
that Bectlon 10 of the Federal Reserve Aot
says that the President in seleoting the FRE
shall 'hﬂmmh-rmﬂwuu—
tatlon of the finanoial, agrioultural,
industrial and oommercial interssts and
geographioal divielons of the country®, I
take it that 1%t ocan bs properly sald that
you and Aansome repressnt, in a sense,
finanoe; that Szymorak represents commerce
and that MoKes and Draper represent industry.
This leaves agrioulture with no repressnta-
tion and this means that- thres out of therfour
intereste montioned are repressnted by the
present five meabers but t the fourth
interest mentioned 1s not 80 repressnted.
You will see my smbarrassment.

Insofar as the agricultural Alvisiona
of the country are conoerned, I am not
worried because the prosent five members
::Erount Utah, Georgla, Illinois, Chio

Bonneotiout.

What do you think?

F. D. R

"



Section 10, Federsl Heserve Act, as amended.

In selecting the members of the Board, not more than ocne
of whom shull be selected from any one Federal Reserve district,
the President shall have due regard to a fair representation
of the finencial, agricultural, industriel, and commercial

interests, and geographical divisions of the country.

State District
Finance - Marriner 5. Eccles Utah (12)
Finance - Ronald Ransom Georgia (6)
Commerce — M. S. Szymczak : INineis (7)
Industry - John K. McKee Ohio (4)
- Ernest G. Draper Conn. (2)
## jppriculture- A. G. Black D.C. (5)

#% - (Ed Flynn phoned that Governor Black, of the Farm Credit
Administretion, is from the District of Columbis which,
as indicated, is in the Fifth Federal Reserve District.)




Section 10, Federal Reserve Act, as amended.

L

In selecting the members of the Board, not more than one
of whom shall be selected from any one Federal Reserve distriet,
the President shall have due regard to a fair representation
of the financial, agricultggal' industrial, and commerecial
interests, and geographical divisions of the country.
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FEDERAL RESERVE DISTRICTS

— BOUNDAES OF FIOCRAL BESEEYT PIETERETS
e BOUMDANIES OF FEDERAL RESERVE BEANCH TERITORES
CAPPROITISLATE 1M THE ST, LOUI EMATINCT]
@  rEcERAL BEMEEVE LMK CrTES
®  PEDERAL RESERVD BRAMCH CITIES
O PEOERAL BESDNVE BANK AGEMCY
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THE WHITE HOUSE vl
WASHINGTON d ]

(SO ANDUM FOR Tii PAESIDENT

In accordance with your request of Saturday,
April 12th., I am herewith attaching Secfion
10 of the Feaeral Reserve ict as amended, which
wouid appear to substantiste my contention taut u
Hepresentative of Agriculture be appointea to the
Federal Reserve Eoard.

Respectfully submitted,




Section 10, Federal Reserve Act,

as amended.

In selecting the members of the Board, not more than cne
of whom shall be selected from any one Federal Reserve district,
the President shall have due regard to & fair representation
of the finencial, sgriculturgl, industrial, and commercial intereais,

and geographical divisions of the country.




_ g g
THE WHITE HOUSE il

WASHINGTOM

4=1T7-41

MEMORANDUM FOR THE PRESIDENT:
Ed. Flynn phones that Governor
Black, of the Farm Credit, comes from

the Distriet of Columbia.

E. M. W.
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THE WHITE HOUSE
WASHINGTON

April 28, 19,1

MEMORANDUM FOR THE PRESIUENT:

Here is a personsl snd confidential
stetement given to me by Merriner Eceles,
following our recent converaation, which you

may care to read.

8.7.E,




April 25, 1941,

TO - Mr. Early
FROM - » Mr. Eceles

In regard to our conversation aebout the Utah Con-
struction Company, you might wish to have the facts at hand,
possibly to pass elong to the President.

The Feclee Investment Company, organized twanty-
five years ago to take over various interests of my father's
estate, has held without change during all of that time 10
per cent of the stock of the Utah Construction Company. I
own 11 per cent of the stock of the Ecclea Investment Company.
Thus, I have an indirect imnterest in the Utah Comstruction
Company of just slightly more than 1 per cemnt.

While I have remained nominally as Chairman of the
Board of the Utah Construction Company, I have devoted my full
time to the work of the Federal Reserve System since I became
8 member of the Board and have been back to Utah, where my
business interests are, only ten times in seven years for com-—
paratively brief visits., My relationship to the Utah Con-
struction Company is & matter of public record before the
Senate Banking end Currency Committes when my nomination as a
member of the Board was before the Committee in April of 1935.

The Uteh Construction Compeny so far as I know has
not negotiated for any defense contracts. It has, however,
accepted emall participations in several defense jobs offered
to 1t by other compenies which have negotiated defense con-
tractz. In no case has any of these participations exceeded a
10 per cent interest. I have taken no part or interest in the
sscuring of defemse comtracts, directly or indirectly, for the
Utah Construction Company or for eny other company, nor have I
been asked to intercede in any way on rbehalf of anybody.
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August 6, 1941,

Wy dear Mr., President:

I greatly appreciate your deferring actlon on the appoint-
ment of kKr. Appleby until I may have an opportunity to advise further
with you.

When I talked to Secretary Wickard about Mr. Evans or Mr. Wil-
son on the Wednesday before you left, he said that either one of the two
men would be a very good choice. He did not then mention, nor had he ever
before mentioned Mr. Appleby to me. He asked me, however, to defer doing
anything until he could think the matter over and talx to me the following
Monday. In the interim, he apparently suggested to you that Mr. Appleby
was the best cholce and that neither Ur. Evans nor Mr. Wilson were avail-
able. That was hardly ericket.

I was interested in learning from Henry Morgenthau this morn-
ing that Secretary Wickard had asked him several months ago to recommend
to you the appointment of Nr. Appleby. From my conversation with Henry
as well as from other evidence, I have reason to feel that Secretary Wick-
ard has for some time thought Ur, Appleby had outlived his usefulness in
the Department of Agriculture and has heen trying to find same other place
for him,

It is my considered opinion from information I have that Mr.
Appleby has been a discordant element in Agriculture and I, therefore, feel
that he might be a discordant element on the Board. I do not see that he
would bring any strength to the Board with the agricultural groups and
Congress. Quite otherwise. He does not stand well, as the agricultural
member of the Board should, with the majority of the important farm organi-
zations, or with many of the agricultural members of Congress.

Henry Morgenthau feels just as I do about Appleby's appointment
to the Board. We would both like to see Bill liyers appointed, if he can be
secured. If not, then I would like to see you reconsider Mr. Evans who,
next to Mr. Appleby, would be Secretary Wickard's choice, as he has said to
mne.

I hope you will not feel that I am presumptious in writing you
8o [rankly about this matter, but I am intensely interested in helping you
get the best possible man for this position and to avoid an appointment
which 1s for more than twelve years and which we both might regret. The fu-
ture of the Federal Reserve System weans too much to me not to speak my mind
to you with reference to this appointment.

Very respectfully,

The President,
The White Housae.
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OFFICE OF WAR MOBILIZATION

WASHINGTON, D. C.

e February 26, 1944

MEMORANDUM FOR THE PRESIDENT;
SUBJECT: FPROPOSED MERGER OF FEDERAL RESERVE AND COMPTROLLER OF CURRENCY

I do not see that anything could be accomplished by your seeing
Ecoles and me about the above matter.

Ecoles telephoned me sbout your letter to him. I told him the
substance of what I had recommended to you, namely, that while there
ie merit in his proposal, under the language of the War Powers Act a

reorganisation eould be ordered if necessary for the prosecution
of the war, I thought Congress say you were using war powers to

do what they declined to muthorize in pesce time. He gaid he would
submit & statement justifying it in the intereat of the war effort
because of the activities of banks furthering the war. That statement
is attached.

Eccles sald he realized the opposition that would come from State
Banks and persons interested in FDIC. He, therefore, proposed to
eliminate FDIC and consolidate only the Comptroller of the Currency and
the Federal Reserve. This would affect only National Banks. He said
Mr. Delanc could be made Chadrman of the FDIC. I told him this would
lessen the objection but I did not know whether you would want to merge
the Comptroller of the Currency and Federal Reserve, and I still doubt
that it can be Justiflied as necessary for the prosecution of the war.

If you see Eccles, I imagine you would then have to see
Morgenthau before taking amy metion. I told Ecoles that I sew no need
of my golng to see you about it; that if you went into the matter again
I thought you should see Morgenthau and Eceles at the same tlime, hear
thelr argumentsand then declide it. I really belleve this would be
wise unless you have already made up your mind that you will not epprove
the merger, in which case I would advise Eccles that you do not belleve
that under the language of ths War Powers cyw should take such actlon.

C:T' « Fu Ba



THE WHITE HOUSE
WASHINGTON

February ¢z, 1944

MEMCRANDUM FOR
HON, JAMES F, BYRNES:

Do you and Marriner Eccles
want to have a talk with me when I
get back?

F.D.R.
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FEDERAL RESERVE SYSTEM

wamHINOTON 25

OFFICE OF THE DHAIRSAN

February 17, 19LL.
My dear Mr. President:

Your letter of February 9 coame as a great surprise as well as a dis-
appointment to me. I regret that you got the impression that the three Federsal
banking agencies duplicated examinations -- they never have, though the law
permits it -- or that the saving to be accomplished by eliminating duplieation
was the primary reason for a consolidation. The more important points which I
tried to make in our luncheon discussion were;

l. The need to have cne agency, instead of three, speaking for the
Government in all banking matters. This will make for unified policy, for
preater efficlency and avoidance of delays, friction and cross-purposes in-
herent in divided but closely related functions.

2. All the reascns given for the reorganizations you have brought
about in other fields of Federal operation are present in this case, namely,
to unify, simplify and otherwise improve Government administration.

5« The Federal Reserve cannot be as effective ms it should be in
carrying out national oredit and monetary policies in the banking field so
long as supervisory and regulatory powers are divided with two other Federal
banking agencies. All these interrelated powers should be under cne control
if they are to have their full influence in helping to combat either inflation
or deflation.

L+ Substantial economies in manpower and facilities would result
from merging administrative, legal, statistical, examinstion and other func-
tions of the three agencies in one headquarters in Washington (the Federal
Reserve Bullding is elready aveilable) instead of in several scattered offices,
and by having 12 regional headquarters instead of 36 as at present. I beliave
a saving of at least 25 per cent in personnel, or more than 1000 people, and
of fully four million dollars can be effected.

5. 1If the Federal banking organization is to be improved, it must
be done now by Executive Order; it would be diffiocult, if not impossible, to
accomplish it through the legislative mill because of political pressures from
the agencies concerned and from banking groups which seek to benefit through

divided authority.
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6. The personal problem is minimized at this time; Leo is so over-
burdensd because of his many other new and important duties as to necessitate
his leaving FDIC; Henry is inereasingly ccoupied with his heavy and growing
responsibilities; on the other hand, the work of the Board of Governors has
not increased and it has ample time to mssume additional duties.

As you will recall, I strongly urged the need for consolidation of
the Federal banking agencies, regardless of whether it was under the Fedaral
Reserve or some other set-up, and said that I would gladly step out of the
ploture if 1t would help to bring about this result. My term was expiring,
it was an appropriate time to withdraw, and it sesmed best for me to do so
in view of the way I felt. You gensrously said, however, that you wished me
to stay, that you agreed there was need for improvement, and that you would
do something about the situation.

I delayed sending this reply to your letter until I could talk with
Jimmy Byrnes. We have just had a long, frank discussion, and recognising his
feeling about the matter, I suggested a much simplor alternative which I think
would overcome the principal objections. You have already given much of your
valuable time to this matter. I greatly appreciate it and hesitate to msk for

more, but I feel that the question could be disposed of best if You would per=-

mit Jimmy Byrnes and me to meet with you.

Respectfully yours,

The President,
The White House.



BOARD OF GOVERNORS
oF THE

FEDERAL RESERVE SYSTEM

wamHinaTON 25

OFFICE DF THE OHAIRMAN

Pebruary 22, 15LL.

Dear Jimmy:

In acoordance with our telephone discussion on
Thursday, I am enclosing & one-page opinion by our General
Attorney on the President's authority to consolidate bank
suparvisory functions and a sumary of a very much simpli-
fied plan of coordination that seems to me to avoid all of
the objections, certainly all the important ones, as to
the more embitious program. I am also enclosing a sug-
gestion for a statement that might be Biven to the press
if the President is favorable to this alternative plan,

1 would greatly appreciate it if you could bring
this proposal to the President's attention and I hops, of
course, that you will see your way olear to giving it your
approval, as otherwise I would not care to pursue the
mattar further.

Singerely yours,

Honorable James F. Byrnes,
Director,

Office of War Mobilization,
The White House.

Enclosures 3



AUTHORITY TO CONSOLIDATE BAMK SUPERVISORY FUNCTIONS

A consolidation of Federal bank supervisory functions would
be within the authority granted the President in the "First War Powers
Act, 1941", !

The authority to redistribute functions together with the
limitations thereon is based on & reenactment of the Overman Act con-
ferring like powers on President Wilson in 1918. It is significant, as
& matter of legislative history of the Overman Act, that agencies, such
a8 the Federal Trade Commission, unsuccessfully sought Immunity from
Congress against the exercise of the powers being conferred. Thie is
some indication of the extent to which Congress, in the original statute,
deemed functions of the various agencies to be "matters relating to the
conduct of the present war" and whether a redistribution of their func-
tions would be "for the national security and defense, # # * for the
better utilization of resources and industries # # #n or otherwise within
the purposes of the legislation. Of extreme significance is the fact that
such an amendment to the Overman Act to grant immunity to the Federal Re-
serve Board was rejected by Congress. This would seem to be a pretty
strong indication that the Board's functions were deemed to be within the
authority then given the President.

In the last analysis, the real test of the authority depends
upon the facts of the particular case. In this comnection it is to be
observed that the functions of the commercial banking system and their
daily operations are directly related to and have an important bearing
upon the conduct of the war. How they perform in the fight against in-
flation is of vital importance. They also perform extremely important
functions as fiscal agents in the public sale and redemption of Govern—
ment securities. Morsover, it is important that, on the buying side,
purchases for their own account be in conformity with the Government
program. They maintain a "ration banking® system upon which the Office
of Price Administration must depend. They perform invaluable services
in the huge disbursement of Government funds incident to the conduct of
the war. Their lending operations, notably in comnnection with the Exec-
utive Order under which the Reserve System acts for the armed services
in the guarantee of loans, are vital to industrial and agricultural pro-
ductlon for war. It is essential that all of thess operations, so di-
rectly related to the war effort, be effectively carried out and the
more effectively and intelligently the banks are supervised, the more
effectively will this be done. This is most important in war time,

In additien to the foregoing, it is a fact that consolidation

and coordination of the supervisory functions will result in substantial
eavings in manpower and money.

2/19/i4



Summary of Alternative Plan for

ﬂboruuﬂg Fedearal Banking Agenoies

1. By Executive Order (a) merge examination, ohartering, legal and
statistical funotions of Comptroller of the Currency with like functions of
Board of Governors, (b) designate Chairman of Board of Governors as ex officio
: member of Board of Directors pf FDIC.

2. Appoint Comptroller of the Currency, who has been the ex officic
membar of the FDIC, as its Chairman,

These two simple steps, which would avoid reperoussions that might be
cnused by a three-way merger, would; give the Reserve System wndivided juris-
diction over its member banks; provide a liaison, now lacking, betwsen the Re-
serve Board and the FDIC; help to link national monetary policy with the exami-
nation and supervisory authority necessary to make that policy fully effective;
bring about substantial savings; unify, simplify and otherwise improve admini-
atration.

The chief functions of the Comptroller which relate anly to national
banks, all of which are required by law to be members of the Reserve System, are;
(a) examinations; (b) currenoy issue; (o) chartering; (d) liquidation of naticnal
hl-'ﬂk.l-

As to (a), the law now gives the Reserve System authority to examine
all national benks; the only reason this authority is not exercised is to avoid
duplicating the Comptroller's sxaminations, but in the performance of its duties
it 1s necessary for the Reserve System to have acourats current information as to
all banks, State and natiocnal, within its Jurisdiction; yet it either has +o rely
on the Comptroller's exsminations, though it has no volee in how they are con=
ducted, or subject natiomel banks to additional examinations of its own; tha
shocking history of bank failures in the United States » which has spent more on
bank e¢xamination than eny other nation, illustrates what an ineffective protection
bank exemination is; its main justification today is to implement national monetary
and credit poliey, for which the Reserve System has the primary responsibility
under the law, while the Comptroller has none; examination policy, carried ocut
separately from monetary polliecy has invariably tended to negative monstary policy
and to accentumte both inflation and deflation.

As to (b), Federal Reserve notes have so largely replaced national bank
notes as to make this once important currenoy function of the Comptroller all but
extinot and his title obsolete.

As to (e), the Reserve Board admits State banks to membership when they
oan qualify under the law, but must accept mutomatically as member banks such
national banks as the Comptroller may charter.

As to (d), the liguidation funotion has already passed so largely to the
FDIC that what remains of this work in the Comptroller's Office should be trans=
ferred to the FDIC.

The Reserve System, having 12 Reserve Banks with 2l branches, could
house with substantial savings the Comptroller's organization now scattered in
separate headquarters in Washington and the field, Under this plan, polioy=-
making as to all member banks would be unified and administrative operations de=

centralited. Merging the two examination staffs would make possible ome st
organiration, with savings in manpowsr, overhead, esto. Simi arly, the Comptroller's
legal and statistical work can be absorbed by the legal and research staffs of the

Board and Reserve Banks with further saving,



Staff Conditions in Comptroller's Office

The Comptreller's Office has suffered heavy losses of personnel.
The present force of examiners and their assistants is very much below
normal due to war conditions, and the top ranks are greatly weakemed. The
resignation of one chief has elready been announced. Another has had a
stroke; another has become superannuated; and still another has a serious
heart condition. Two of the top men, a Deputy Comptroller and a Chief
National Bank Exeminer, are dissatisfied and looking for other employment.
The Federal Reserve organitation alsc needs to be strengthened. In the
eircumstances there is an unusual opportunity at this time to develop a
single strong organication through a consolidation which would affectively
utilize the best menm.



Draft of Press Statement

In order to bring sbout a closer administrative coordination of the
three Federal banking agencies, the President iodl: issued an Executive Order,
under authority of the Pirat War Powsrs Aot, merging examination and regulatory
functions of the Comptroller of the Currency with similar functioms of the
Board of Governors of the Federal Reserve System, and providing that the Chair-
man of the Board shall be the ex offioclo member of the Board of Direotors of
the Pederal Deposit Inmsurance Corporatiom.

At the same time, the President has nominated the Comptroller of the
Currency, who has previously been the ex officioc member of the FDIC Board , to
be its Chairman, succeeding Mr. Leo T. Crowley, who requested that he be re-
lieved of this responsibility so that he may devote his time to his duties as
Foreign Economic Administrator.

These stepa, which will make for close operating relationships be-
tween the Federal bank agencies, have been determined upon after consultation
with Government officials having respomsibility for national monetary, credit
end supervisory measures affecting the banking system of the country.

The objective is to simplify end improve administration in the
interest of efficiency and economy in the use of manpowsr and facilities. The
purpose is solely to enable the Government to carry out its policies affecting
banks as efficlently and effectively as possible in support of the Government's
war financing program and the program for economic stabilication.

The banking system of the country is & vital factor in the prossoution
of the war, and Federal examination and supervisory policy has an important

bearing on the sucosssful carrylng out of national credit and monetary policy
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as it affects the banks. The Federal banking agency charged by Congress with
primary responsibility for monetary and oredit policy should be in a position
to integrate Federal credit polioy with supervisory polioy, and this will be
furthered by & merger of examination, reporting, legal, statistioal mnd other
work of the Comptroller's Office with that of the Federal Reserve System and
by the liaison whioh is provided between the Reserve Board and the FDIC.

mJ Federal Reserve System embraces &700 banks, holding 87 per cent
of the deposits of all commeroial banks of the country. It inoludes all
nationel banks; that is, all banks supervized by the Comptroller's Office.
All national banks are required by law to be members of the System. They are
subject to its regulations as well as to those of the Comptroller, whose
principal functicn is that of examination. .l.uﬂmri..ty to exemine national
banks 1s mlso vested in the Reserve System under the Federal Reserve Act.
In addition to natlonal banks, 1700 State banks have woluntari ly joined the
System. All banks conduct thelr financisl transactions with the Government,
including those relating to war finanoing, through the Reserve Banks. The
Reserve System is, therefore, the logical medium through which to bring about
& merger of Federal examination and regulatory functions affecting all member
banks, while at the same time providing for a representation in the directorate
of the FDIC in order to help bring about unified polioy in all Federal exami-
nations, regulations, reporting and related supsrvisory sotivities.

Substantial savings in manpower and facilities, which are desirable

at all times and particularly necessary in wartimes when an acute manpowsr
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shortage exists, will result from this ccordination. Eoonomies in time as
well as expenditure will be made possible by unificetion and simplification
in administering Federal law and in the issuance of regulations. By utiliszing
existing facilities of the Reserve System in Washington and in the 12 Federal
Heserve Banks and their 2l branches throughout the sountry, it will be
pessible to save space now ocoupied by the Comptroller's offices in Washing-
ton and in the field. In general, overhead would be substantially reducad,
separate offices would be unmecessary, separate staffs now performing similar
or like funotions in examination, legal, statistical and other work would be
morged, with a consequent saving of manpower, and further decentralization
would be brought about.

The underlying purpose is to strengthem, not to change, the dual
banking system as it has been traditionally organized under Federal and State
chartering and supervision, and to mrﬂut- the cooperative relationships long

existing betwesn Federal and State supervisory suthorities by continmuing and

extending, wherever possible, the established practice of exchanging information,

of consultation with respeoct to procedure and supervisory policy, and of con-
ducting examinations and making rapu;rt- on & cooperative basis.

Federal bankinpg and ur-:'lit policies thus organired and coordinated
can be more effectively directed toward common objectives of economic stability

during the war and in the transition from war to peace.
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OFFICE OF WAR MOBILIZATION

'llhiutbﬂ- D.C.

Februsry 7, 1944

MEMORANDUM FOR THE PRESIDENT:
I am sending this to you only because of Eccles' request
that I bring it to your attentionm.

J. Fu. B,

x 530



BOARD OF GOVERMORSE
oF THE

FEDERAL RESERVE SYSTEM

WARHINOTON 25

OFFICE OF THE OHAIRMAN

February 7, 1al.

Dear Jimmy;
%5193

At Judge Rosenman's suggestion, I am sending you here-
with & proposed statement for the press and a chart in connection

with the reorganization of the Federal banking sgencies which I
previously discussed with you. When I talked with Judge Rosenman
about the matter last Wednesday, I gave him two sets of coples of
& proposed Executive Order, of a statement covering the plan, and
of ancther statement showing the overlapping and duplication of
functions in the three agencies at present. 1 understood from him
that he would pass along to you cme set of these documents, to
which the emclosures should be added.

The preee statement in particular is important in show=-
ing the public why this reorganizetion 1s so urgently needed and
in showing the logic of the proposed plan of comsolidation. The
statement brings out the fact that Congress has placed upon the
Board of Governors primary responsibility for national monetary
and credit policy and that these policies cannot be successfully
carried out when subordinate though important relatei functions
of examination and supervision are lodged in two other separate
agencles.

1 would greatly appreciate having the benefit of any
suggestions you may have, and think it would be most helpful if
you could bring the enclosed statement and chart to the attentlion
of the President.

Honorable James F. Byrnes, Director,
Office of War Mobilirsation,

The White House,

Washington, D. C.

Enolosures 2

LEA



Press Statement Draft for Plam A

Under authority of the Pirst War Powers Aet, the President today
issued an Executive Order to consolidate and coordinate the funotions, duties
and powers of the Board of Govermors of the Federal Reserve System, the Fed-
eral Deposit Insurance Corporation and the Comptroller of the Currensy.
Funotions of the Comptroller's offise and of the Federal Deposit Insursnce
Corporation are transferred by the Order to the Board of Govermors of the Fed=
eral Heserve System.

The purpose of the Order is to establish at one point respomsibility
for the Government's supervisory functions with respesoct to all banks that are
subjeot to Federal jurlsdiotion, to coordinate these funotions with national
monetary and eredit policies, to effect scomomies, to avoid duplication, teo
decentralize and simplify so far as possible adninistraticn of Federal bank
regulatory powers, snd gemerally to support the national program for scomomis
stabilization.

The coopdination provided by the Order constitutes amother step in
the direction of more efficient and economical operation of the Federal Govern=
ment. By bringing together divided but related governmental functioms, it ac-
complishes administrative ilmprovements such as were effected by the establish-
ment of the Farm Credit Administration, the National Housing Agemey, and the
Forelgn Boonomle Administration, among others.

Beyond improved and simplified sdministration, the Order is intended
to assure olose coordination of the Government's monetary and eredit policies
with its bank supervisory and regulatory policies. It is essential that the
Government's responsibilities for these policies be carried cut as effectively
as possible in order to mid in the successful finsncing of the war and in an

orderly transition from war to peace,



The Board of Govermors of the Federal Heserve Bystem has been charged
by Congress with primary responsibilities in the formulation snd administratiom
of national monetary and credit policy, . The System embraces 6,700 banks,

"holding 87 per cent of the deposits in the country's commercial banks, and in=
oludes Illr national banks and 1,700 State banks, which have joined the System
voluntarily. Three=fourthe of all member banks of the Federal Bsserve System
are small banks, and 6,300 of the System's members, both State and natiomal,
are classified as country banks. The System, therefore, is representative of
all of the banking institutions of the United States and not merely of some
groups or classes of baoks., Bupervision of the State member banks by the Fed-
eral Reserve authorities has long been carried out in cooperation with the
State banking muthorities in all the States of the Union. In view of thess
faots, the Federal Reserve System is the appropriate medium through which to
integrate the related functlons exervised by the three Federal banking agencies.

The plan of coordination will make it' possible to effect substantial
savings in manpower and facilities. These uuTmu-iu, which are desirable at
ell times and partioularly necessary in wartime when an acute manpower shortage
exists, will result from merging the agencies in Washington, as well as in the
field. 8Similerly, further esconomy in time and expenditure will be made possible
by simplification and aveidance of duplication in administering Federal law and
in the issuance of regulations, as well as by utiliring existing facilities of
the Heserve Gystem in Washington and in the twelwve Federal Heserve Banks and their
twenty=four branches in prinecipal oities throughout the country. The three Fed=
eral bank supervisory agenmcies are now largely housed separately in different
loeations in Washington and throughout the country. Contacts of the banks and of
the State banking supervisors with Federal authorities will be facilitated by the



-5—

soordination. The placing of Federal responsibilities in the banking field
under & unified authority rather than under three separate banking agenocies
will mlso make possible further decentralization in ocondusting exsminations
and in administration of Federal laws and regulationa.

The purpose of the Order is to strengthen, not to change, the dual
banking system of the country ms 1t has been traditionally organised under
Federal and Btate chartering and supervision. It is intended to further the
cooperative relationships long exlsting between Federal and State supervisory
suthorities, both by simplifying and decentralising Federal administrative and
regulatory funotions, and by ocontinuing and extemding, wherever possible, the
established practice of exchanging information, of comsultation with respect to
procedure and supervisory policy, and of oconducting examinetions and making re-
ports on a cooperative basis.

Through thie Order, Federal banking and credit polioy and machinery,
brought together under a single Government authority and ccordinated with the
State banking authorities, oan be more effectively and effiocliently directed
toward common objectives of eocnomlo stability during the war and in the

transition from war to peace.
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OFFICE OF WAR MOBILIZATION 7/( %
Washington, D.C. q ?/4

Grace, I think the President may went to resd this memorandum before he

sees Secretary Morgentheu.

Azl J. F. B,



OFFICE OF WAR MOBILIZATION

WASHINGTON, DC
February 3, 1944

James F. Byrnas
Olrectar

MEMORANDUM FOR THE PRESTDENT:
Imatmkhﬂhnrhchltolﬂnthntmldﬂudhhmmﬂdﬂp

an Executive Order E%%MM the
government; that you him to talk to Judge enman [T] the
matter. I asked him to submit to me the order he said he had discussed with
you.

Yesterday afternoon Judge Rosemman told me that Escles had invited him
to lunch end submitted to him the two orders attached with accompanying ex-
planations. FEocles was very positive that you had determined to order the
consolidation. However, I feel I should send you this memorandum.

When I was a member of the Semste Banking and Currency Committee I
heard thie propogal discussed for several days. In my opimion Eccles is
fight, I think thet wes the opinion of the Committee at the time. Neverthe-
less, it was such a controversial subject that we were convinced we eould not
get the blll through the Senste and we did nothing. Later,'I had charge of
the Reorganisation Bill., LaFollette was on my Committee and he moved to
exempt the F. D. I. C. in order to prevent such a consolidation as is now
urged. The Committee voted with him. We defeated efforts to exempt other
agencles but there was no chance of cur doing anything with F. D. I. C.
Vendenberg lead the fight on the Reppblican side and there was strong
oppogition on our side.

Under the War Powers Aot you are authorized to make such consolidatioms,
but the law provides that the authority shall be exercised only as to matters
relating to the oconduet of the present war, Because the Congress granted
this power go freely, I kmow you would not want to do anything that would lay
you open to the charge that you used i1t to accomplish a purpose that was not
related to the conduct of the war ‘and that you were taking advantage to do
something the Congress had refused to give you muthority to do in time of
peace. Some may argue that making government more efficient is & matter
"relating to the eonduet of the present war" but I do not believe Congress
ever hed in contemplation that this power would be used for such conselidation
as is proposed. I feel confident that had 1t been suggested, the Congress
would have exempted this agency and meny other agencies.

Tou recell that the State Banks are under F. D. I. C. Their argument
ie that the Federal Reserve would foree them into the system. I do not
think you could sign the order without giving F. D. I. C. &nd
an opportunity to be heard. Crowley would not ke the consolidation but

ICTORY




in my opinion, would not stir up oppesition to it. Opposition would come
from State Bankers and from Senators and Congressmen who are united in
support of F. D. I. C. You know what would be the attitude of the

Treasury.

A hearing would divert a lot of manpower from the conduct of the war.
luuhuIlik-lnulnln&mhuI‘btlhuinth-uritlofmmponl.
I think, for the reasons above stated, it would be unwise to eign the order.

qumdiu‘nmmrofthilnmrmtnn&ummn.

A



EXECUTIVE ORDER

CONSOLIDATING THE BANKING SUPERVISORY AGENCIES OF THE GOVERNMENT

By virtue of the authority vested in me by Title I of the
First War Powers Act, 1941, approved December 18, 1941 (Public Law 354,
77th Congress), and as President of the United States, it is hereby
ordered as follows:

1. It is the purpose of this order, in accordance with which
it shall be interpreted and edministered, to establish at one point the
responsibility for executing governmentel poliey with respect tc super-
vision of banks by the Federal Government; to effect economies in the
use of Govermment workers; to eliminste unnecessary expense; to avold
duplication of effort end the exerclse of duplicated functions, powers,
and duties; snd generslly to provide & coordinested program cf bank super-
vision designed to support economic stability and netional credit puliur.:
The Bosrd of Governora of the Federsl Reserve System 1s utilized to
consolidete and coordinete the supervisory functions of the Federal
Govermment with respect to banks.

8, The following sgencies, funections, powers, snd dutiee are
coneolidated into and shall be sdministered by or under the direction and
supervieion of the Board of Governors of the Federal Reserve System:

(a) All functione, powers, end duties of the Comptroller of
the Currency end the Buresu of the Comptroller of the Currency, except

as otherwise provided herein, sre transferred to end shell be administered
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by the Board of Governors of the Federal Reserve System. Fxcept as
otherwiee provided in thie order, ell other perscnnel, books, records

. and other property of the Buresu of the Comptroller of the Currency are
transferred to the Boerd of Governors of the Federsl Reserve System.
All unexpended moneys appropristed to the Buresu of the Comptroller of
the Currency, not otherwlse transferred by thie order, are tranaferred
to the generel fund of the Treasury. All unexpended moneys derived

by the Buresu of the Comptroller of the Currency from assessments made
on national banke are transferred to the Board of Governors of the
Federsl Reserve System to be sdministered by the Board.

(b) The functions, powers, and duties of the bomsrd of direc-
tors of the Federal Deposit Insurence Corporstion are consolidated into
and shall be sdministered by the Boerd of Governors of the Federsl Re-
serve System.

(e] The funetions, powers, end duties of the Secretery of
the Treasury with respect to the licensing of the opening or recpening
of benke, the purchese bty the Reconstruetion Finsnce Corporation of pre-
ferred stock, capitel notes, or debentures from banks, end the supervi-
glon of the Bureau of the Comptroller of the Currency or the epproval
or appointment of the personnel of such Bureeu are transferred to and
ahall be administered by the Board of Governors of the Federsl Reserve
Eyetem.

3+ Other functions, powers, end duties of the Comptroller
of the Currency and of the Buresu of the Comptroller of the Currency

are redistributed as follows:
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(a) Functions, powers, end duties with respect to the ex-
amineticn and supervieion of building end loan essocletions loeated in
the Dietrict of Columbia, togathx.ur with all personnel, funde, books,
records and other property assigned to this funeticn, ere transferred
to the National Housing Agency.

(v) PFunections, powers, end duties with respect to the charter-
ing end supervision of Nationml Agricultural Credit Corporations, to-
gether with all personnel, funds, booke, records snd cther property
assigned to this funetion, are transferred to the Farm Credit Adminis-
tration.

(e} Funetions, powers, end duties with respect to the liqui-
detion of natiomal banks for whieh & receiver hmd been appointed, to-
gether with all related personnel, funds, books, records end cther
property of the Divielon of Insolvent Nationel Banke in the Buresu of
the Comptroller of the Curremcy, ere trensferred to the Federsl Deposit
Insurence Corporation.

(d) Funetions, powers, end duties of the Comptroller of the
Currency and of the Buresu of the Comptroller of the Currency with
respect to the printing, engraving, oustody and retiring of currancy,
together with all personnel, funds, books, records and other property
assigned to thie funetion, ere transferred to the Secretery of the
Treasury.

(e} Funetions, powers, and duties of the Comptroller of the

Currency under eection 30 of the Banking Act of 1923 are, with respect



=i

to each Federal Reserve district and the national banks located therein,
transferred to the Federal Reserve Agent of such district.

4. The functions, powers, and duties consolidated in this
order shall be exercised to avoid, in so far as possible, the duplica-
ticn of similer funetions or the performence of similar duties. Similsy
or corresponding funetions of the Board of Governors of the Federal Re-
serve System snd the Federal Deposit Insursnce Corporation mey be per-
formed through the means of either mgency, the expenge thereof to be md-
justed by reimbursement on the besis of the fair proporticn of the
services performed for the reimbursing sgency. To that end, personnel
ef either agency may be transferred from one sgency to the other but
eny personnel found to be in excess of the personnel necessary for the
administration of the functions, powers, and duties se consolidated in
this order shall be retransferred under existing law to other positiona
in the Govermment or separated from the services. The offices of the
Comptroller of the Currency, ell Deputy Comptrollers of the Currency,
and the directors of the Federal Deposit Insurance Corporaticn are hereby
vecated for the duration of thie order: Provided That, for such period
as the Bosrd of Governors of the Federsl Reserve System may find neces-
eary to effectuate the comsolidations herein ordered, the Comptroller
of the Currency, the Deputy Comptrollers of the Currency, &nd the di-
rectors of the Federal Depoeit Insurence Corporation may continue to

funetion in thelr respective capacities.
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8. All orders, rules, regulations, permitse, cbligetions,
or privileges made, issuesd or granted by or in respect of any sgency,
funetion, power, or duty consclidated herounder shall contioue in effent
to the same extent as if such consolidation had not ccourred until modi-
fied, superseded, or repealed.

6. Thie order shall bacome effective as of the date hersofl
and shall be in force and effect sc long aa Title I of the First War

Powars Act, 1941, remesins in foroce.

THE WHITE HOUSE



EXECUTIVE ORDER

COMSOLIDATING THE BANKING SUPERVISORY AGENCIES OF THE GOVERNMENT
'

By virtue of the authority vested in me by Title I of the
First War Powers Act, 1941, approved December 18, 1941 (Public Law 354,
77th Congress), end ae President of the United States, it is hereby
ordered as follows:

1. It is the purpose of this order, in accordance with which
it shall be interpreted and administered, to esteblish at ome point the
responsibility for executing govermmentel policy with respect to super-
vieion of banke by the Federsl Govermment; to effect ecomomies in the
use of Government workers; to eliminate unnecessary expense; to avoid
dupliecation of effort and the exercise of duplicsted functioms, powers,
end duties; and generally te provide a coordinated progrem of benk super-
vision designed to support economic etebility and paticnel eredit poliey.

2+ The Board of Governors of the Federsl Reserve System ia
utilized to consolideate and coordinate the supervisory functions of the
Federal Govermment with respect to member banks of the Federsl Reserve
System. To that end the functions, powers, snd duties of the Comptroller
of the Currency and of the Buresu of the Comptroller of the Currency are
redietributed as followa:

(a) All functions, powers, and duties, except ms otherwise
provided herein, ere transferred to and shell be sdministered by the

Board of Governore of the Federal Reserve System,
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(b) Functions, powers, end duties with respect to the ex-
eminstion and supervision of building and loen essoeclaticns located in
the District of Columbie, together with =1l perscnnel, funds, books,
records end other property assigned to this funetion, are trensferred
to the National Housing Agency.

(e) Functions, powers, snd duties with respect to the
chartering and supervision of National Agriculturel Credit Corporaticms,
together with all persconel, funds, books, records end other property
assigned to this funetion, are trensferred to the Farm Credit Adminie-
tration.

(d) Functions, powers, and duties with respect to the liqui-
dation of netional banke for which & recelver had been appointed, to-
gether with all related personnel, funda, books, recorde end other
property of the Division of Insolvent National Banks in the Bureau of
the Comptroller of the Currency, are transferred to *l;h. Federal Deposit
Insurance Corporation.

(e) Functions, powers, and duties of the Comptroller of the
Currency and of the Buresu of the Comptroller of the Currency with
respect to the printing, engraving, custody and retiring of currency,
together with all persomnel, funds, books, records and other property
essigned to thie function, ere trensferred to the Secretary of the
Treasury.

(f) Functions, powers, and duties of the Comptroller of the
Currency under ssotion %0 of the Banking Act of 1933 are, with respect
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%o each Federal Reserve district and the nationsl banks loceted therein,
transferred to the Federsl Reserve Agent of such district.

(g) A1l other personnel, books, records and other property
of the Bureau of the Comptroller of the Currency are transferred to the
Board of Governors of the Federsl Reserve System. All unexpended
moneys appropristed to the Bureau of the Comptroller of the Currency,
not otherwise transferred by this order, are trnnuru¥r-d to the general
fund of the Treasury. All unexpended moneys derived by the Buresu of
the Comptroller of the Currency from mssessments made on netional banks
are transferred to the Boerd of Governors of the Federal Reserve System
to be amdministered by the Board,

3. The functions, powers, end duties of the boerd of direc-
tors of the Federal Deposit Insurance Corporation are eonsclidated inte
end shell be administered by or under the direction end supervieion of
a D!pu;it Insurance Administrator who, for the purposes of this ur&cr,
shell be the Chairman cf the Board of Governors of the Federal Reserve
System. The Depoeit Insurance Administretor shell receive no salary
from the Federal Deposit Insurence Corporation.

4. The functione, powers, and duties of the Secretery of the
Tressury with respect to the licensing of the opening or recpeming of
banks, the purchase by the Reconstruction Finsnce Corvorstion of pre-
ferred stock, capitel notee, or debentures from banks, and the supervi-

sion of the Buresu of the Comptroller of the Currency or the approval
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or appointment of the personnel of such Bureau are transferred to and
shall be administered by the Board of Governors of the Federal Reserve
System.

5. The functions, powers, end duties consoclidated in this
order shall be exercised to avoid, in so far as possible, the dupliea-
tion of similer funeticns or the performence of similar duties. Similar
or corresponding funections of the Boerd of Governors of the Federsl Re-
serve System and the Federsl Deposit Insursnce Corporation may be per-
formed through the meens of either egency, the axpense thereof to be ad-
Justed by reimbursement on the basis of the fair proportion of the
services performed for the reimbursing egemcy. To that end, personnel
of either agency may be transferred from one sgency to the cther but any
personnel found to be in excess of the personnel necessary for the ad-
ministration of the functions, powers, and duties as consclidated in
this order shall be retrensferred under existing law to other positions
in the Government or separated from the services. The offices of the
Comptroller of the Currency, asll Deputy Comptrollers of the Curreney,
and the directors of the Federal Deposit Insurence Corporaticn are hereby
vecated for the duration of this order: Provided That, for such period
as the Board of Governors of the Federal Reserve System and the Deaposit
Insurance Administretor mey find necessery to effectuste the consolida-
tlons herein ordered, the Comptroller of the Currency and the Deputy
Comptrollers of the Currency, under the direction and supervision of

the Board of Governors of the Federal Reserve System, and the directors
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of the Federal Deposit Insurance Corporstion, under the direction and
supervisicn of the Deposit Insurence Administrator, may continue to
funetion in their respective cepacities.

8. All orders, rules, regulations, permits, obligaticne, er
privileges made, issued or granted by or in respect of eny agenoy,
function, power, or duty consolideted hereunder shall continue in effect
to the same extent as if such comsolidetion hed not oeccurred wntil modi-
fied, superseded, or repesled.

7. Thie order shall become effective as of the date hersof
end shall be in force and effect so lomg as Title I of the First War

Powers Act, 1941, remaine in forece.

THE WHITE HOUSE
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respect to National banks,



ederal n.rrI System 1» with the atra-
unutum:-prdﬂ.hn ﬂn;h-:nmnu-tw
banksj but the same holding company sometimes controls Nationmal
banks, supervised by the Comptroller of the Carrency; Stats member
banks, supervised by the Pederal Reserve authoritiesj and nonmember
insured banks, supervised by the FDIC.

Mational hnk:ﬂlrmrtlurmﬂunmnminp-l
mlhﬁ-ﬂuptmuﬂnrmﬁurmnmtnl-hrhﬂlhm
m.fm;uammmm.utumc. It has
mmmmmumnhmtm s into
reasonable but the information derived frem is tabulated
upq-td;zm of the three Federal suthorities for the class of
banks from oh it receives the reports. Eash agency obtains frem
the other the somparable informatien derived from its reports and
all thres, to some extent, publish the same information.

h}lurd of Governors has jurisdietion wﬂm banks,
regardless whether they are insured or not and they are
-ﬂ-rlu:-tofth!ﬂlrﬂ Reserve System, under Regulation U,
M“lubyhﬂiuhﬂihﬂmumﬂmnm-
ties. ® is also the case under the Board's Regulation W, issued
pursuant

All member banks, whether Maticnal or Stats, are subject
to the reserve requirement regulations of the Board of Governors and
to the Board's regulations governing discounting facilities of the
Federal Reserve Banks. mmmlﬂﬂhﬂ‘htmﬂﬂﬂl‘
and

of Governors, the actual performance of the examination fumction is
distributed among the three Pederal agencies. The Federal Ressrve
Banks, under the direction of the Board of Governors sxamine all
State member banksj the Comptroller directs the n-niuun of all
NMaticnal banks) mmmnum-tumumm
State insured banks. National banks Are sxamined at least twlos a



As a result of the diverse Federal supervisory policies,
banks may leave one jurisdietion in preferense for another; a
llumlhnk-rnﬂuplhuh-ﬂuithrhh_lmn
nonmeaber insured banks) & State member bamk may withdraw from

a National gharter or State bank membership in order to gain the
advantages that it sees in such setion. Such conditiens are not
condueive to respect for Federal supsrvisory authority.



Unified Orsspisation Foliar

Regardless of whioh Executive Order is spproved, the objes-
tive would be the same. Examination and other sdministrative poliecies
of Fedaral agensles would be scordinated. Iq‘mlmmﬁ

mmmmuum; State npc;ﬂlny authority and the
dual aystem would pot impaired. It would be sxpeoted that
the Oo and lﬁi.uﬂﬂ the FII0 would harmen-
ine enaral n&:ﬁl Mw-ﬂmm
under whieh duplieations in staff orgamisations would be sliminated

and sorrespondemos relsting to matters
its jurisdietion and there would be an squitabls apportiormant of
axpenses betwesn the FDIC and the Federal Reserve.

Eaok Boaminatioo sed Suparvislon

In Washingten thers would be only ome head instesd of three
M-rrmmu-mmmummuuuu
field headquarters instead of 35 as at pressnt. Thess flald head-

Federal regulsticos and as fiscal agents for the Treasury. They main-
tain eloss relstions with State supervisery suthorities in thelr
distrieta.
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If diffieulties, not now foreseen, should arise whigh would
prevent administration through the Federal Reserve
nbjmnmmuhmnmmu-m-rm
1nmnmmummmn. outeide the Federal Reserve

Statistieal sad Ressareh Nerk

The statistical work im the Comptroller's Office, which
lnnlyrdnnhrmnlorunﬂummmmwlu
Bational banks, and similar work of the FUIC's staff relating to mon-
member banks, would be combined in the Board's Division of Bank
Operations, where sush work is now dome in relation to reports of
State member banks,

All other ressarch and statistical work of the FUIC and
dthhm-!mnmnmldh-mrﬂntduﬁn-mm.
Instead of 3 sets of publications, which often repsat the same
information, there would be only one set.

Mlsuldation of lasolvent Mational Beaks

The work mow handled in the Comptreller's Office would be
performed by the corresponding division of the FDIC. This should be
easily accomplished because the funetions are almost identical, the
w-mmtmu-muﬁ.mum, and the eatire

operation, particularly as regards the Comptroller of the Currency,
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WASHINGTON

February 22, 1044

MEMORANDUM FOR
HON, JAMES F, mnm‘ﬂw

Do you and Marriner l{lﬂlu
want to have a talk with me when I
get baok?

F.D.R,

Letter from Hon. M. f. Eccles, Chairman, Board
of Governors of the Federal Reserve Syatem,
"“aahington 25, D. C., ?.»‘"l"',.-"M., to the President,
in reply to the Presidentts letter of 2/9/4L

in re duplication of exeminations by benks.

230



BOARD OF GOVERNORS
oF THE

FEDERAL RESERVE SYSTEM

wamHINaTON 25

DFFIQE OF THE OHAIRMAN

February 17, 19hlL.

My dear General;

I am enclosing the letter to the President
about which I just talked to you over the telaphone.
I greatly appreciate your willingness personally to
soe that the President gets this letter.

8incerel urs,

General Edwin M. Watson,
The Wnite House.

Enolosure
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