
ABE MURDOCK 
1 S T DIST. UTAH 

-I 
C o n g r e g * of tfte ̂ n t t e b States 

H o w sfe of 
SHatffjmcton, 53. 

Hon. Marriner S. Eccles, Chairman, — — 
Board of Governors of the Federal Reserve System, 
Federal Reserve Building, 
Washington, D. C. 

Dear Marriner: 

After hearing your address at the Chamber of Commerce in 
Ogden last fall, I mentioned to you that one of my close personal 
young friends had written a very interesting article on you and 
your policy, back in 1937- At that time Cullen Barton, the author 
of the article, was studying economics at the University of Louisiana. 
He was attending the University of Louisiana on a scholarship, given 
to him as a result of his outstanding work in the field of economics 
at the Brigham Young University at Provo. He is now a professor in 
the same field at the University of Alabama, where he is considered 
outstanding in his field. The article was written at a time when 
your policies were being quite freely condemned, and it was really 
refreshing to me, when I read this article, to know that you had a 
very ardent defender in young Barton, coming from the same State as 
you did. At the time I called this matter to your attention, you 
promised me that, as a personal favor, you would read it and let me 
have your comments on it. You instructed me to mail it to you on my 
return to Washington, and to call it to the attention of Larry Clayton. 
I had the pleasure, recently, of taking to Larry over the telephone 
and mentioning it to him. He assured me that he would see that it 
got into your hands. 

I again request that you take time enough to read this article, 
and let me have your comments on it. 

Very truly yours, 

ABE MURDOCK 

AM:h 
Enclosure 
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UR. ECCL^S OF TH3 Fi2D3RAL HK32R71i) BOARD ALID IHS 
POLICY OF LOw INTSnSST A1XD HIGH RSS^RVES 

It seems that Ilarriner 3. Sccles, of Utah and Chairman of the 

Federal Reserve Board, has deliberately set out to earn a great and 

widespread unpopularity and it is this writer's guess that he will 

succeed beyond his dreams. 

However, before proceeding any further in this treatise, per-

mit me to present the setting, ./e are just recovering from a de-

pression which shook the country to its foundations. There are 

still millions of men out of work, and the combined earnings of all 

the people in the United States still are below the standard of 

1928-29. Nevertheless, certain symptoms already indicate that re-

covery may explode into a boom at any moment and while there still 

is time, Lj?. Eccles proposes to step hard on the brakes. For the 

first time in our whole history, an agency of government is going 
• 
to make a strong effort to keep prosperity x*;ithin bounds and not I 
0_et it run on into the gorgeous intoxication of boom days. 

Low most of us approve of that idea in the abstract, but when 

it cramps our personal style, we aren't going to like it a bit. 

Again, let us consider some of the forces the Federal Reserve Board 

must buck. Business men, after long, lean years, see again a chance 

to make big money and repair their fortunes. Bankers see dazzling 

opportunities opening up to make profitable loans with their idle 

funds. Farmers always like rising trices for their products; 

millions of workers welcome bigger pay envelopes, stuffed with the 

earnings of overtime hours, and Wall Street thirsts for a roaring 

bull market. But along comes this spoil-sport and stops the "whoopee" 

just when the party is getting good; all of which show just what a 

nice spot this man has picked out for himself. Digitized for FRASER 
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No doubt by this time the question presents itself in your 

mind, MJ"ust what kind of a man is he?" Politically speaking, he is, 

and has always been a Republican; financially speaking, he is a 

millionaire, having been the successful operator of a chain of banks, 

a large shareholder in the famous Six Companies, which built Boulder 

Dam, and the owner of heavy investments in sugar beet and lumber 

enterprises. 

When things began to go sour back in 1930, Marriner Socles 

listened to the conservative bankerTs dictum that the cure was to 

balance the budget, whereupon confidence would return and revival 

set in. He began to ask himself questions about that orthodox 

formula, "What makes a budget balance? What is this confidence they 

are talking about^" As soon as he did that, he was of course, a lost 

soul from the congregation of the faithful, ./ell-trained little 

bankers do not ask awkward questions; they listen to what the "big 

boys" say and repeat it, 

k/ell now, the way you balance a budget is either to cut down 

government spending, which means throwing people out of work directly 

or indirectly, or to increase taxes, which means taking money that 

could be spent in private business and turning it over to the govern-

ment to spend. If I go without a pair of shoes to pay increased taxes, 

it means there is just so many hours less work for everyone in the 

long chain from the farmer on through the tanner and the shoemaker to 

the retailer. 

Either government firing of men or private firing of men sounded 

to 3ccles like a queer kind of cure for unemployment. Nor could he 

see why it should create confidence. Just what was there in a pro-

gram of putting more people out of work to make a business man feel 

that he could sell more shoes presently? Digitized for FRASER 
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3y this time, Eccles was completely out of the herd and striking 

off along new trails; that is, they were new to him. He had never 

read the theoretic economists and he did not read them now. At least 

one of our present Commentators thinks 1 "it is a striking fact that 

he emerged with the general ideas of John Maynard Keynes without having 

read Keyness, and hasn't read him yet except in snatches." iCcclesf 

conclusions were that the way to get business going again was for the 

Government to spend money—lots of it—to make jobs. Granted, the 

Government would have to go into debt to do this, but when business 

revived, spending could be stopped and taxes collected to retire the 

debt, just as we did after the ,/orld >Var. 

3arly in the regime of the present administration, more specif-

ically February, 1933, ̂ ccles was called before the Senate committee 

that was trying to get advice from the "best minds" on what to do. 

iUccles told them, and his recommendations read like prophecy today: 

big relief funds, public works, aid to agriculture, guarantee of 

bank deposits, and unemployment insurance. 

As heretofore mentioned, he has always been a Republican, but 

regardless, he was invited to take a post at the Treasury. Glad to help 

put sorae of his ideas into effect, he became assistant to the secretary, 

much to the amazement of Utah, since millionaires do not ordinarily 

accept secondary government jobs. .Then Eugene Black resigned August 15, 

1934, iiccles was named head of the Federal Reserve Board—an important 

post even then, but by no means so important as it has been made 

since then. 

It is plain that the Democratic administration has been in-

terested in "easy money," the most obvious manifestation of which is a low 

See Ijbltc A. Rose's article in the Commentator for Larch, 1937, 
p. 87. 
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rate of interest. This for two principal reasons: (l) To hasten 

the day of recovery; and (2) To make the ponderous- Federal Debt 

as easy to be borne as possible, 

Chaiiman Sccles immediately set on foot a series of events 

marching in the direction of low interest rates. The early ones 

are listed here in chronological order but in abbreviated form: 

December, 1934—Effective February 1, 1935, the maximum 
rate of interest that might be paid on 
time and savings deposits by member banks 
reduced from 3 t o 

December, 1934- through June, 1935—During this period 
the Federal Reserve Board lowered the 
rediscount rate at nine of the Federal 
Reserve banks, ,/hen the reduction was 
finally complete, a rate of l^S obtained 
at the Cleveland and Lew York banks, a 
rate of 2>J at all others. This i3 an 
all time low, 

April 15, 1935—Rates for call money on the Hew York 3tock 
Exchange reduced from 1$ to 1/4 of 1 
irates on time money reduced from 3/4 of 

to 1/4 of 1 

Up to this time the policy of the Board, if it must be des-

ignated as in the direction of inflation or in the direction of 

deflation, was most certainly in the direction of inflation. Begin-

ning October, 1935, however, the march of events, quietly at first, 

began to change directions. 

October, 1935 The call money rate on the New York Stock 
Exchange Loans increased from 1/4 of Vfo 
to 3/4 of Vp and the rate on time loans 
from 1/4 of to Vp. 

i 

In November, 1935, the Board of Governors announced that 

effective January 1, 1936, maximum rates of interest that could be 

paid on time and savings deposits by member banks would be 1 c/o on 
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time deposits payable in less than 90 days, 2$ on time deposits payable 

in less than 6 months and not less than 90 days, and on all other 

time deposits and on savings deposits. A uniform maximum of 2 h a d 

been in effect on all time and savings deposits since February 1, 1935. 

Previously the rate had been 3%. 

In view of the large and growing volume of excess reserves, no 

further action directed toward obtaining easier money conditions was 

necessary during 1935. On the contrary, the continued growth of 

excess reserves raised the question of taking measures to reduce them. 
tTIn the last two months of 1935 total reserves of member banks averaged 

about ^5,700,000,000, required reserves about .^2,700,000,000, and 

excess reserves about ^3,000,000,000, while holdings of United States 

Government securities by the Federal Reserve banks totaled ^2,400,000,000. 

Thus excess reserves substantially exceeded the total amount of open-

market securities held by the Reserve banks and were likewise in ex-

cess of -T?2,700,000,000, the amount by which reserve requirements 

could at that time be increased under the law, which provides that 

requirements can be raised to not more than double existing requirements." s 

In the latter part of the year, the Board gave frequent con-

sideration to probable future changes in the volume of excess reserves, 

to possibilities of excessive credit expansion of the basis of these 

reserves, to methods of reducing and controlling credit expansion, 

and to the proper timing of such action. After a meeting of the 

Board of Governors with the Federal Open Ivlarket Committee on December 

17 and 18, at which these matters were considered, the Board and 
3 Committee issued the following statement: 

"The Board of Governors of the Federal Reserve System 
and the Federal Open Llarket Committee have given 
extended consideration to the general business and 

2 See Annual Report of Federal Reserve Governors for 1935, p. 3 
3 Ibid. 
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credit situation and to the recommendation of the 
Federal Advisory Council and are of the opinion: 

1. That continued improvement has been made 
in business and financial conditions but 
that the country is still short of a full 
recovery, 

2. That the primary objective of the System 
at the present time is still to lend its 
efforts to a furtherance of recovery. 

3. That there is at the present time no 
evidence of overexpansion of business 
activity or of the use of business credit. 

4. That the present volume of member bank 
reserves, which have been greatly increased 
by imports of gold from abroad, continues 
to be excessive, far beyond the present 
or prospective requirements of credit for 
sound business expansion. 

Therefore, the special problem created by the con-
tinuing excess of reserves has had and will continue 
to have the unremitting study and attention of those 
charged with the responsibility for credit policy in 
order that appropriate action may be taken as soon 
as it appears to be in the public interest." 

January, 1936—Margins on brokers loans increased from 
45^ to 55$ when the loan was collateralled 
by security which had risen 33$ or more 
above its July 1, 1933, price. 

Lay 11, 1936— The call money rate on the Kew York Stock 
i&cchange loans increased from 3/4 of 1>5 
to l>a, and the rate of time loans from 1$ 
to I^j. 

These early regulatory measures of the Federal Reserve Board 

7/ere all aimed at the adjustment of interest rates; first, in an attempt 

to promote recover:/ and later to repulse a boom. Excess reserves of 

member banks had for many months been in extraordinarily large 

volume, as a consequence of inflows of gold from abroad. In order 

to change a part of these excess reserves into required reserves 

and thus to eliminate the possibility of this part of the reserves 

becoming the basis of an injurious credit expansion, the Board of 

Governors on July 14, 1936, after long consideration, decided to 

exercise its power under the Banking Act of 1935 to raise member bank 
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requirements. The text of this Board1 s statement to the press was: 4 

"The Board of Governors of the Federal Reserve System 
today increased the reserve requirements for member 
banks as follows: On demand deposits at banks in 
central reserve cities from 13fo to 1 9 a t banks in 
reserve cities from 10% to 15%; and at the "country" 
banks, from 7% to 10^; on time deposits at all banks 
from 3fo to These increases which amount to 50^ 
of present reserve requirements, will become effective 
after the close of business on August 15, 1936. 

"This action eliminates as a basis of possible injurious 
credit expansion a part of the excess reserves, amount-
ing at present to approximately ^3,000,000,000 and 
expected to increase to nearly three and a half billion 
by the time the action takes effect. These excess 
reserves have resulted almost entirely from the inflow 
of gold from abroad and not from the System's policy 
of encouraging full recovery through the creation and 
maintenance of easy money conditions. This easy money 
policy remains unchanged and will be continued." 

This action of the Board in increasing reserve requirements 

materially reduced the excess reserves to an estimated level of 

^1,900,000,000. If they had remained at this level the System 

would have been in a position to control this excess since at that 

time they held ^2,430,000,000 in their portfolio of United States 

securities. However, these reserves continued to p̂iount to new 

heights, enhanced chiefly by imports of gold from abroad. December 

of 1936 set a new high level of member bank reserve balances of 

^6,800,000,000. From the effective date of the 50>i increase in 

reserve requirements of August, 1936, to the beginning of December, 

1936, total reserves of member banks increased by ^580,000,000. 

Of this increase, vl50,000,000 had been absorbed by an increase 

in required reserves resulting from a growth in the member banks1 

deposit liabilities, and ^420,000,000 had been added to the excess 

4 Federal Reserve Bulletin, August, 1936, p. 613 
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reserves of member banks throughout the country. 

As a result Chairman ICeeles intimfltadlssi that further action 

toward a reduction of mounting reserves would be taken. This intended 

action immediately focused the attention of bankers and financial 

observers on the probable amount of the increase. Speculation ran 

high as to whether the required reserves would be "stepped up" the 

full 50>£ possible or only an additional 2 5 O t h e r s speculated on 

the possibility of the Board asking Congress for new authority, possibly 

to raise reserves more than the remaining 50$ then existing under the 

law. It was generally agreed, however, that no further action would 

be taken by Mr. Eccles before late in January or early in February of 

1937, as this additional time would provide the Board with new figures 

on the gold inflow and return of year-end and Christmas currency to 

the banks. 

These prognosticators were correct in their guessing. No action 

xvas taken by the Federal Reserve Board until late January. On the 30th 

of January the Board announced a further increase in the reserve re-

quirements of member banks and in connection with its action, it issued 
5 the following statement: 

T,The Board of Governors of the Federal Reserve System 
today increased reserve requirements for member banks 
by 33 l/3/j as follows: On demand deposits, at banks 
in central reserve cities, froml9|f/i to 26>j; at banks 
in reserve cities, from 15>5 to 20>*; and at "country" 
banks, from to 14^; on time deposits, at all banks 
from 4 t o 6/a. For the purpose of affording member 
banks ample time for orderly adjustment to the changed 
requirements, one-half of the increase will become 
effective as of the opening of business on March 1, 
1937, and the remaining half v/ill became effective 
as of the opening of business on Lay 1, 1937." 

A review of the actual percent of required reserves prescribed 

by the Federal Reserve Board, effective on specified dates, is 

5 Federal Reserve Bulletin, February, 1937 p. 95. 
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presented in the following table: 

Glass of Bank 

Demand Deposits 
I, lay* 37 
& after 

xime Deposits 

Glass of Bank 
Aug.16;36 to 
Feb.28;37. 

Mar.1;37 to 
Apr.30;37. 

I, lay* 37 
& after 

Same Dates 

Central Reserve 
city 
Reserve City 
"Country" 

15fa 
10&Z 

22 3/4yo 
I7p 

26> 
20)o 
14/a 

4M 5H &'% 

4ho 6> 

This action completes the use of the Board's power, under the law, 

to raise reserve requirements to not more than twice the amount pre-

scribed for Member Banks in Section 19 of the Federal Reserve Act. 

One further measure was engineered by Mr. Eccles during early 1937: 

February 1, 1937—The rate on bankers* acceptance was 
raised 1/16 of 1 w h i c h , followihg 
a similar raise in January, brought 
the rate to 5/16 of 1%. 

The above measures are the chief ones which have been sponsored 

by Eccles. As heretofore mentioned, the legislation to October, 1935, 

was steered in the direction of inflation. At this period, however, 

Mr. Eccles threw the legislative machinery into reverse in an attempt 

to bolster Government control of credit and prevent disastrous in-

flation and boom days and has since pursued the course of deflation. 

Eccles yet is unsatisfied with the measures which he has im-

posed upon the banking world. In a comparatively recent statement 

i he made to the press he has refuted his early cure for the depression, 

j which he advocated back in 1933. He then believed the way to 

I prosperity was for the Government to spend large sums of money to 

create jobs for the mass of unemployed, which, in turn, would lead 

to a greater unbalancing of the budget. He utterly denounced the 

bankers* solutions created by means of a balanced budget. Yet in 
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his recent statement of March. 15, 1937, what does he suggest but 

an immediate balancing of the budget by increasing taxes on incomes 

and profits if necessary, "Only by this process," said he, "can 

\ monetary inflation be prevented." 

The question that many people of the present day are pondering 

over is, "Does this Utahn know exactly what he is doing, or is he 

merely on a merry-go-round of nonetary issues, standing questionably 

betxveen the "inflationary horse" and the "deflationary horse", 

not knowing exactly which to mount, or whether to jump off the 

twirling structure where the rubber cushioning is the thickest?" 

On first observation we discover two answers which appear to 

be in conflict: the one inflationary, and the other deflationary. 

At least three interpretations of the matter have been offered. 

One school holds that Eccles1 policy of easy money, lapsing 

into "too easy money", has been instrumental in generating a boom; 

that the chairman, seeing the handwriting on the wall in the 

language of rising commodity prices, now proposes to transfer the 

guilt to the hands of Congress by asking that body to raise the 

taxes in order to balance the budget. Judged by the spirit in which 

they received this suggestion the Congress is in no mood to comply; 

hence, say the members of school number one, Sccles will experience 

no difficulty in passing the blame when inflation arrives. 

The interpretation of school number two is that the Federal 

Heserve Board has promised to control inflation and appears undecided 
£ 

how to do it. Many bankers and financiers who as a class do not 

have a great deal of faith in government "tampering" with money and 

credit, hold this view. 

In a brief rebuttal aimed at these two arguments, it may be 

said that Eccles1 insistence on a balanced budget is no sudden 
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change of heart induced as a shelter against the supposed impending 

storm. In the beginning of the depression he held that the budget 

must be balanced when recovery arrived. 7 It may be said, furthermore, 

that the raising of the reserve requirements xvas not a hasty act done 

from the pressure of fear. Sccles asked for the power as early as 

the summer of 1935. It was granted in the Banking Act of that year, 

but was not used until more than a year later. As to the charge that 

the Federal Reserve Board wants to control inflation but does not 

know how, there are several factors to commend the choice of method. 

They will be developed in the matter now at hand, viz., Eccles* own 

justification for the policy which he has engineered. 

In the first place, he sees in the raising of reserve require-

ments no reversal of his former easy money policy. In his statement 

to the press on Llarch 15, he said, "I have been and still am an 

advocate of an easy money policy and expect to continue to be an 

advocate of such a policy so long as there are large numbers of people 

who are unable to find employment in private industry, which means 

that the full productive capacity of the nation is not being utilized. 

Under such conditions to restrict the available supply of capital and 

thus to make it difficult, if not impossible, to employ these people 

-tfould not only be anti-social but uneconomic." ® 

The raising of the reserve requirements was, in both instances, 

a measure designed not to make money any less easy, but a preventative 

measure to keep it from becoming too easy; not to improve interest 

rates, but to prevent the undue use of credit for speculation. The 

Board issued this statement on the occasion of the first increase 

in reserve requirements and reaffirmed it on the occasion of the 

second: "An increase in reserve requirements at a time when member 

Banker and Financier, Llarch, 1937, p. 12 
7 See Marc. A. dose's article on Eccles in the Commentator, Larch, 

pp. 86-89 
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banks held sufficient excess reserves to meet the increase results 

in making unavailable as a basis of credit expansion a portion of 

member bank funds for which these banks are not finding a profitable 

outlet. An increase at such a time has no immediate effect upon the 

supply of credit in the money market, but merely limits a possible 

future growth in this supply." ̂  

Interest rates seem to be behaving much as itocles has hoped and 

planned. It is evident from an examination of tables in the Federal 

Reserve Bulletins that the August, 1936, increase in reserves had 

practically no visible effect on the level of money rates. Since 

early December, 1936, when the news of the anticipated further increase 

in reserve requirements was rumored about, some of the more sensitive 

market rates have risen slightly. Interest rates charged by member 

banks have risen but slightly. The only real misbehavior has been 

on the part of Government bonds, whose prices have fallen as much as 

^12 on a thousand in recent weeks due to heavy trading. Some few 

bankers have sold bonds in making adjustments to meet the new reserve 

requirements. But this is not a full explanation for the fall in the 

price of bonds, if we are to believe the Federal Reserve Board, who 

attribute the fall partly to profit taking at the high levels of prices 

reached in recent months. 

One question remains to be answered: tfhy was this particular 

method of forestalling injurious expansion of credit employed? 

Open market operations have been named the most important instru-

ment of credit control in the hands of the Federal Reserve System, 

manipulation of reserve requirements as the second most important. ^ 

AS has been pointed out, something peculiar in the situation 

8 The ./all Street Journal, March 16, 1937, p. 1 
9 Federal Reserve Bulletin, September, 1936, p. 5 
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prompted the choice of the latter method. It is doubtful if the 

Federal Reserve Board could have used open market operations to 

much avail with a two to three billion dollar excess reserve in 

the hands of banks. Another reason the Board chose the method of 

reserve requirement increases was that such an instrument would steri-

lize superfluous reserves"while they were still unused rather than 

permit a credit structure to be erected upon them and then to with-

draw the foundation of the structure," ^ This was a general remedy 

for a general rather than a localized ill. Excess reserves were 

widespread, _is of January 13, 1937, only 197 of the 6,367 member 

banks lacked sufficient funds to meet the 33 1/3^ increase effective 

March 1 and Lay 1, 1 3 

Though excess reserves increased rapidly between the August in-

crease in reserve requirements and the latest increase so as to 

color the efforts of the Board with a shade of futility, there is 

every reason to believe that there will be no need to increase 

required reserves again soon. The special cause of the increase, 

viz,, the addition to reserves by abnormal gold imports, has been 

remedied. On December 24, 1936, the Treasury put into effect its 

program for preventing acquisition of gold froci adding to tte 

country*s banking reserves, tfhen new supplies of gold arise, either 

from imports or from new production, they will be offset by the 

sale to the public of an equivalent amount of United States Govern-

ment obligations, the purchased gold being set aside in an inactive 

account in the Treasury. This will keep the gold out of the country1s 

credit base. Incidentally, any outward movement of gold will be 

1 0 Federal Reserve Bulletin, April, 1937, p. 283 
H Gayer, A, D,, "The Banking Act of 1935", quarterly Journal 

of Economics, Nov., 1935, p, 109 
1 2 Federal Reserve Bulletin, February, 1937, p, 97 
1 3 Ibid, p. 96 
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offset by the purchase of government obligations to be paid for by 

drawing on the inactive stock, replacing the departed gold. Member 

bank reserves, henceforth, will neither increase or decrease as a 

result of changes in the gold supply. At any rate, the Board 

has used its full power to double the reserve requirements which was 

granted by the Banking Act of 1935, and has announced its intention 

not to ask Congress for the power to increase reserves further, £ven 

now they are substantially the same as under the National Banking 

System. 

The conclusions of this paper are that jUccles is an advocate of 

easy money for the present, since recovery is not complete and since 

the Government debt is of the proportion that it is; that there is 

no essential conflict in his policy; that the increase in reserve 

requirements anticipates and seeks to prevent an injurious expansion 

of credit on the base of an abnormal supply of gold resulting from 

devaluation of the gold dollar; and that his policy is deliberate 

and studied. 

Of course iSccles cannot be judged inconsistent if with a change 

in the business situation he changes his easy money policy. A 

general who attacks, then retreats at the opportune moment is not 

adjudged a hypocrite. lie is an opportunist. It seems that the 

prosperity phase of the business cycle is imminent. Eccles* next 

step, casting its shadow before in his statement of March 15, is a 

balanced budget and the firming of interest rates brought about by 

an increase in business demands for money, accompanied by greater 

tax revenues and a decrease in relief expenditures. The Government 

Inderal Reserve Bulletins, January, 1937, p. 1 
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is likely to be less interested in low interest x̂ ates in the future 

for these reasons, Moreover, the economic forces of the recovery 

and prosperity phases of the business cycle are going to assert them-

selves. For these two reasons it is ftg£&, to prophesy an increase 
15 

in interest rates as many of the bankers, are . confidently doing® 

If Eccles should under these circumstances begin to tighten 

money, there would not be contradiction but wisdom in his policy. 

See for example James Rowley. "The Future Trend of 
Interest Rates", Bankers* IJagazine, March, 1937, p. 196 
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March £6, 1940 

Honorable Abe Surdock 
Horn* of Representatives 
Washington, D* C« 

Bear Abe t 

This will acknowledge your letter of Mar Ob 9 with 
which you enclosed a copy of a paper entitled *Wr+ Xcclee 
of the Federal Reserve Board and his Policy of Low Interest 
and High Reserves*, written by JF. Cullea Barton, previously 
of Beaver, Utah and a close personal friend of yours* This 
paper was written at the tine *r. Barton was a student at 
Louisiana State University although he is now a professor of 
economics at the University of Alabama* You asked that I 
take the tine to read this paper and give yon ̂ y comnents on 
it. 

First of all, X can agree with you that the paper 
oones to a conclusion which is favorable toward me in spite 
of the fact, as you say, that I was being subjected to con** 
mlderable criticism at the time this paper was written* X 
caa9t feel too much gratification* however, since Professor 
Barton misconstrued some of qy statements to which he re-
ferred* 

Bearing in mind the fact that this paper was writ-
ten by a student, X think it is deserving of pgilme* There 
are some writers in the economic and financial field wfcm have 
posed as experts for a considerable length of time who em-* 
hlbit less comprehension of financial and mometary problems 
than the studen£~wrlter of the paper referred to* I doubt 
that it would serve any purpose for me to make amy detailed 
comments or criticisms at this time as Z am sure that Profes-
sor Barton today would not agree with some of the earlier rem* 
sonings and conclusions contained 1m the paper he wrote as a 
student* In general, however, Jt cannot agree with his conten-
tion that my position in the spring of 19S7 was inconsistent 
with my economic and monetary ideas as expressed In IMS* I 
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believed then, I believed in 1987* and X believe today that 
genuine prosperity can only cost about through the assured 
eaploynent of substantially all of those able and willing 
to work* X believed then and X believe now that with nil-
lion* of idle nen and billion* of idle none?, an easy noney 
policy is necessaiy, in fact, Inevitable* Xn 1957 the do-
cialon to raiae reserve requireaents was not at all a change 
in policy as was carefully explained by the Board of Governors 
and by ny*elf at the tine, and a* en* equally veil deaonstrat-
ed after the increase took effect by the fact that interest 
rate* continued to go dowa and aaple credit was always avail-
able throughout the banking systea* Xt was purely a cane of 
taking up the alack in the brake aeehanisa when the road ahead 
was obscure and the business nachine night gain too aueh speed. 
As it happened, there was no need to use the brake after the 
slack had been taken op and at no tine had X proposed H o step 
hard on the brakes*11 

Any discussion of easy money, reserve requirenents, 
discount rates or other strictly monetary natters seen* quite 
fruitless and academic at the present tine since oar problea 
is not at all one either of providing an adequate volune of 
aoaey or of restraining the use of it bat of inducing nore mm 
of the present volune* The problea regains essentially the 
sane as it has been since an adequate volune of aoaey was re-
stored following it* destructive contraction front ISM to the 
hank holiday* The national iacoae needs to be so distributed 
as to bring about a better balanoe between cGt^aare1 expendi-
tares on the one hand and savings for new investment on the 
other hand* Inch has been said and written on this subject bat 
X fear the Aaerlcan people are going to be very slow to give ay 
the old notie* that the nore noney we save as a nation the bet-
ter the nation9 s business will he* As a recent statenant re-
specting this problea and one that is writtea in layaaa's 
goage X casaot recoanead too highly the articles by Mr* Stuart 
Chase la Harpers Hagaslne for February 1940* Thinking yoa aqy 
not have seen thea I aa enclosing alaeographed cc>piê  herewith* 
X feel sure you will find this stiaulatlng reading* 

Tours sincerely, 

I* 3* Secies 
Chairaaa 
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