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flated costs of national defense. Mr. Tru-
man has requested Congress to levy taxes 
'"til It hurts." Added taxes will hurt, and 
we can only pray that the confiscation of 
more than a quarter of national Income for 
the expenses of government will not cause ir-
reparable damage to the economy. Sooner or 
later, as a new tax bill Is drawn up, the time 
will come for separating the men from the 

N boys. And if that day brings an additional 
tax of 15 cents on every 10 gallons of gaso-
line, or 30 cents more on a carton of ciga-
rettes, or 60 cents more on a fifth of whisky, 
let us,grouch and grumble and howl to iyr 
heart's content—but let us pay it in the grim 
realization that far worse sacrifices could be 
demanded of us all. 

STATEMENT BY SENATOR HARRY F. BYRD 
RELEASED ON FEBRUARY 4, 1951 

To pass a quickie tax bill of $10,000,000,000 
to be followed by another, as requested by 
the President, would be a most unwise 
procedure. 

Two so-called quickie tax bills have al-
ready been enacted In the past several 
months. The Treasury estimates that the 
tax take will be Increased from $37,000,000,-
000 In fiscal year 1950 to $55,000,000,000 in 
fiscal year 1952, even If no further tax in-
creases are enacted. 

We have taken off the fat. Further huge 
tax Increases will dig deeply Into the lean 
meat and possibly Into the very bone struc-
ture of our economy unless they are eased 
by elimination of nonessential expenditures. 

General Eisenhower has warned that our 
war-alert status may last 20 or 30 years. We 
must husband our financial strength and 
tighten our belts for the long struggle ahead. 

The country is entitled to a firm financial 
program from the administration instead of 
piece-meal quickies. Our financial pre-
paredness cannot be attained by piece-meal 
Implementation such as the President pro-
poses. 

It is essential to pay as we go, but the 
people of the United States will not accept 
huge tax Increases In good spirit unless they 
are accompanied by: 

1. The closing of all loop boles in existing 
tax laws; 

2. Improved tax assessment and collec-
tion system to prevent tax evasion; and 

3. Elimination of every dollar of nonessenr 
tlal spending. 
E C O N O M I E S U N D E R T H E H O O V E R R E C O M -

MENDATIONS—CORRESPONDENCE BE-
TWEEN SENATOR LODGE AND HON.. 
HERBERT HOOVER 
Mr. LODGE. Mr. President, as Senate 

author of the Lodge-Brown Act which 
pleated the Hoover Commission, I re-
Ifeitly wrote to former President Hoover 
M&ing him to state the economies which 
could be effected by carrying out the re-
maining recommendations of the Hoover 
Report. Mr. Hoover estimates that total 
savings of over $5,000,000,000 could be 
achieved. I believe this estimate is, if 
•anything, conservative, and I hope that 
the members of the Appropriations Com-
mittee in particular will read this corre-
spondence and put into effect all of the 
true economies which it recommends. I 
ask unanimous consent that my letter 
and Mr. Hoover's response be printed in 
the body of the RECORD. 

There being no objection, the corre-
spondence was ordered to be printed in 
the RECORD, as follows : 

JANUARY 8, 1951. 
H o n . HERBERT HOOVER, 

The Waldorf Totoers, Waldorf-Astoria 
Hotel, Park Avenue, New York, N. Y. 

DEAR MR: PRESIDENT : T h i s I n q u i r y is a d -
dressed to you as the former Chairman of 

the Commission on Organization of the 
Executive Branch of the Government. 

We shall soon be asked to raise additional 
taxes to finance the expanse of our defense 
efforts. This will focus, more than ever be-
fore, public attention on the need for eco-
nomic and effective Government. I therefore 
ask you: 

1. How much of your Commission's recom-
mended changes, lnnovatlons>and reorgani-
zations remain yet to be accomplished? 

2. What is your estimate of the dollar sav-
ings to be expected If these remaining recom-
mendations are carried out? 

As Senate author of the act establishing 
the Commission, I have a continuing Interest 
in this whole subject and wish to do all I 
can to promote its reports. May I have your 
permission to use your reply in connection 
with my efforts on behalf of this objective? 

With kind personal regards. 
Very sincerely yours, 

HENRY CABOT LODGE, Jr . , 
United States Senator. 

NEW YORK, N . Y „ January 26, 1951. 
T h e H o n o r a b l e HENRY CABOT LODGE, JR., 

United States Senate, 
Washington, D. C. 

M Y DEAR SENATOR LODGE : I h a v e y o u r l e t t e r 
of January 8. Your continued interest in 
the Commission, created under the Lodge-
Brown Act, is most gratifying. 

The opening sessions of the Eighty-second 
Congress offer an opportune time to con-
sider again the proposals of the Commission 
on Organization of the Executive Branch of 
the Government. International circum-
stances now require that this program to 
achieve efficiency and economies In the Fed-
eral Government be brought to fulfillment. 

Much has already been achieved In the 
field of Government reform. The Eighty-
first Congress approved 20 public laws and 
26 reorganization plans, embodying recom-
mendations of the Commission. These, to-
gether with administrative actions taken 
within the executive branch, mean that 
nearly 50 percent of the Commission's rec-
ommendations have been authorized. The 
attached Report to the American People, pre-
pared by the Citizens Committee for Reor-
ganization of the Executive Branch of the 
Government, details these reforms. 

Savings from those reforms already au-
thorized should eventually approach $2,000,-
000,000 annually, according to estimates of 
the Commission's task forces. Those recom-
mendations not yet adopted should provide 
additional savings of similar proportions. 
These savings estimates were based upon a 
$40,000,000,000 budget. A budget of $70,-
000,000,000 could well Increase certain Items 
In these estimated savings pro rata. Al-
though It is difficult to estimate such in-
creases without complete research, it would 
not be unreasonable to hope that fuU enact-
ment and faithful execution of the recom-
mendations could bring total savings of over 
$5,000,000,000 to the Nation's taxpayers. I t 
must be realized, however, that such vast 
changes take time. 

The full savings and efficiencies from the 
work of the Commission can be accom-
plished. However, there must be acceptance 
Of three fundamental responsibilities: 

First, the responsibility of Congress: The 
report of the Commission on Organization 
was a complete plan for the orderly organi-
zation of Government. Even those portions 
of the plan now In effect will not yield the 
maximum benefits as Idng as some other 
Integral parts are missing. Remaining rec-
ommendations, applying to both specific and 
general aspects of the Government, require 
enactment by the Congress. 

Second. The responsibility of the executive 
branch. Savings do not automatically fol-
low passage of a law. Savings follow only 
upon skillful and vigorous application of re-
forms. Federal officials and employees must 
(a).demonstrate a desire to Install the re-

forms and save the money, and (b) demon-
strate skill and talent in applying those re-
forms. In the final Instance, of course, the 
degree of Federal efficiency and economy is 
dependent upon the officials and employees 
of the executive branch. 

Third. The responsibility of the citizens. 
Active citizen Interest and demand for better 
Government must continue. Public momen-
tum behind Federal reform is the key to ac-
tion. Constant citizen attention must be 
focused on the problems of Federal manage-
ment. It must be expressed through an 
ever-vlgilant Congress. Otherwise, the value 
of the reforms will atrophy. % 

Administrative economies may seem small 
by contrast with necessary huge increases in 
Federal expenditures for defense. Actually, 
the potential economies suggested by the 
Commission reside only partly In the realm 
of measurable dollars and cents. Over the 
long run, better administrators, working with 
up-to-date methods within a sound organiza-
tional structure, are found to do a more 
efficient, and hence a more economical, job. 

This points up the necessity for prompt 
action on the Commission's remaining recom-
mendations. Among the";, first priority 
must be given to proposals for better per-
sonnel management. The need for attract-
ing and holding capable administrative, 
scientific, and specialized personnel has been 
greatly accentuated by the emergency. As 
the Commission said: "High caliber execu-
tives can eliminate cumbersome and waste-
ful forms of management." No matter how 
good a watch Is, someone must wind It. 

Among the other vital reforms ahead are 
these: (1) Consolidation of present over-
lapping, duplicative, and wasteful Federal 
activities in water resource 'evelopment and 
other public works, and the provision of ade-
quate review and supervision for all proj-
ects; (2) reorganization of the Veterans' Ad-
ministration in order to provide more ef-
fective and economical service to cur in-
creasing numbers of veterans, particularly 
with respect to life Insurance; (3) centrali-
zation of policy determinations and of super-
vision for the expanding Federal medical pro-
grams in order to permit full utilization of 
our limited facilities, both private and pub-
lic, and, at the same time, to conserve our 
precious and limited supply of medical man-
power; (4) a top-to-bottom overhauling of 
the United States Department of Agriculture 
and the transfer to it of control over the 
public domain; (5) comp'etion of the stream-
lining of the Post Office Department and rip-
ping out all vestiges of politics; (6) a com-
plete review and reform of the abuses and 
malorganlzation which the Commission 
found in many Federal business enterprises. 

Item 6 above offers a particularly fruit-
ful field for congressional activity, as the 
Reconstruction Finance Corporation review 
of the Subcommittee of the Senate Commit-
tee on Banking and Currency so clearly 
demonstrates. 

Adoption of these remaining Commision 
recommendations will alleviate, to consider-
able extent, the Increasing burden falling on 
the taxpayers. Your appreciation of this 
fact and your foresight in establishing the 
Commission is commendable. 

You are at liberty to make such use 
of this letter as you choose. 

Yours faithfully. 
" HERBBST HOOVER. 

THE MANAGEMENT OF THE PUBLIC DEBT 

Mr. ROBERTSON. Mr. President, I 
ask unanimous consent to proceed for 
2 minutes to make a statement concern-
ing the critical situation which has 
arisen over the management of the pub-
lic debt. 

The VICE PRESIDENT. Is there ob-
jection? The Chair hears none, anil the 
Senator from Virginia may proceed. Digitized for FRASER 

http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



A 'l^L^i Q L^o 

1152 C O N G R E S S I O N A L R E C O R D — S E N A T E FEBRUARY 8 

Mr. ROBERTSON. Mr. President, 
during my 6 years of service in the Vir-
ginia State Senate I was a member of 
the finance committee which handled 
both taxes and appropriations. Having 
through that service become familiar 
with the financing of the State govern-
ment, I was happy to be privileged to 
serve for 10 years on the Ways and 
Means Committee of the National House 
of Representatives and to participate in 
the framing of 12 tax bills, including the 
financing of World War II. For the past 
3 years I have served on the Senate 
Banking and Currency Committee as 
chairman of the Subcommittee on the 
Federal Reserve System with jurisdic-
tion over the problems of banking and 
credit. My 24 years' study of fiscal mat-
ters have at least given me a keen ap-
preciation of what is involved in our 
present unprecedented inflation, al -
though I confess that a lifetime of study 
of either taxes or banking and currency 
would be insufficient to give any man 
expert knowledge of all the intricate de-
tails of either. 

Knowing how deeply concerned I was 
over the present disagreement between 
the Treasury Department and the Fed-
eral Reserve Board over the plan an-
nounced in New York on January 18 by 
the distinguished Secretary of the Treas-
ury for the management of the public 
debt, the chairman of the Senate Bank-
ing and Currency Committee, the Sena-
tor from South Carolina [Mr. MAYBANKI, 
requested me last Monday to make an in-
vestigation of the matter and report to 
him whether or not I thought a public 
hearing on the issue involved by my sub-
committee or by the full committee 
would serve a useful purpose. 

On the following day, after conferring 
with officials of both agencies, I an-
nounced to the press that, while the 
problems confronting both the Treasury 
in the management of the public debt 
and of the Federal Reserve Board in the 
management of currency and credit as 
a brake upon inflation were bigger and 
more difficult than ever in our history, I 
felt that full and frank conferences be-
tween the officials of the two agencies, 
with the public welfare as the north 
star of any agreement being discussed, 
could result in an area of agreement and, 
if so, such a means of settlement was 
much to be preferred to a public hear-
ing. I have never stated, as reported in 
at least one newspaper, that the issue 
Is a dead one and that I had washed my 
hands of it. 

On yesterday the Senator from South 
Carolina and I interviewed at length the 
Chairman of the Federal Reserve Board 
and the chairman of the Executive 
Committee of the Open Market Commit-
tee of the Board and found them willing 
to enter into negotiations with the Sec-
retary of the Treasury along the lines 
we suggested. The Senator from South 
Carolina and I urged immediate action 
since the issue was so vital to the Nation, 
and since all members of the Open Mar -
ket Committee were in the city. The rex 
suit of that conference was communi-
cated to the Secretary of the Treasury, 
who this morning invited the Chairman 
of the Federal Reserve Board to confer 

with him as a preliminary, I assume, to 
the type of conference suggested by the 
Senator from South Carolina and my-
self. Since the confidence of the public 
in the value of Government securities, 
without which there can be no success-
ful management of the public debt, is 
involved, I hope that partisans of a high-
interest rate and partisans of a low-
interest rate, concerning which at the 
moment there is no categorical answer, 
will be restrained in their comments un-
til we know whether or not a policy 
geared to the general welfare can be 
agreed upon by the two agencies in 
question. 

During my service in the Congress I 
have found Mr. Richard L. Strout, of 
the Christian Science Monitor, to be one 
of the clearest and most accurate re-
porters on fiscal affairs. His article, pub-
lished in the Christian Science Monitor 
of February 6, entitled "Reserve Board-
Treasury Row Breaks Out Into Open," 
is a clear and accurate description of the 
issue involved, expressed in terms that 
a layman can understand, and I ask 
unanimous consent that the article be 
published in the RECORD at this point. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 
RESERVE BOARD-TREASURY ROW BREAKS OUT 

INTO OPEN 
(By Richard L. Strout) 

WASHINGTON.—A first-rate row has broken 
out between the Treasury and the Federal 
Reserve Board. 

It Involves the conflicting personalities of 
stubborn Missourian Harry S. Truman and 
crusty multimillionaire Marriner S. Eccles, 
Mormon banker. 

It" involves the pocketbook of nearly every 
American. v 

The majority faction on the Reserve Board 
charges, in effect, that the administration is 
doing a job of controlling inflation at the 
grocery store but at the same time is pump-
ing out Inflation for all it is worth at the cor-
ner bank. 

To which quiet-voiced ex-small-town 
banker John Snyder, Secretary of the Treas-
ury, retorts in effect: "taint so!" 

Mr. Truman is listening to his old friend 
and close Intimate, Mr. Snyder. 

MAJORITY SEE SNYDER WRONG 
As contrasted to Mr. Snyder, most Federal 

Reserve officials, the great majority of the 
bankers, and pretty nearly all economists 
say the Treasury Department and Mr. Tru-
man are wrong. 

This Is no mere academic squabble. 
It Is true that it Is extremely complicated. 

There is not a man in a thousand who can 
understand the ramifications of the credit-
finance system and how bank loans and In-
terest rates are turned into credit. 

But there are two things to say: first, com-
plex or not, the Issue could hardly be more 
Important because In the final analysis It in-
volves the'success or failure of Government 
efforts to lick Inflation. 

Second, although the windings of the 
banking credit system are intricate as a city's 
gas mains, the Important thing to the aver-
age citizen is not the winding but whether 
when he strikes a match he gets gas. 

In the same way it is the pragmatic effect 
of the complex system that is Important 
rather than expert understanding of details. 

Inflation Is caused by a scarcity of goods 
In comparison to a plentiful supply of money 
and Credit which bid up prices. 

The Eccles school In the Reserve System 
charge that under presidential and Treasury 

Department pressure they are forced to sup-
port an "easy money" credit policy with low 
interest rates. 

THE SNYDER ARGUMENT 
Secretary Snyder likes low Interest rates. 

The reason is natural. The United States is 
enormously In debt. If Interest rates are low 
he does not have to pay so much on the debt. 
Interest payments are now $5,800,000,000 
every year. Long term interest rates are 
about 2 y9 percent. Raise that interest rate 
as much** one-half of 1 percent, says Mr. 
Snyder, and presto, the Government's inter-
est payment jumps $1,500,000,000. 

This has to be added to the taxpayers' tax 
bill, Mr. Snyder points out. 

On the face of it it is an open and shut 
case. Low interest rates seem good for the 
taxpayer. 

But now comes the other side of the argu-
ment. 

Low interest rates for Government borrow-
ing mean low Interest rates for everybody 
else. Stripped of details the argument goes 
that low interest rates encourage specula-
tion, business activity, inflation, Just when 
the accent should be on belt-tightening and 
austerity. 

Says the Eccles school the taxpayer stands 
to lose Infinitely more by an easy-money 
policy that sees the basic value of the dollar 
depreciated by Inflation, than by the hard-
credit policy (higher Jnterest rates) even 
though the latter boosts the cost of carrying 
the Federal debt. 

PERSONAL FEUD INVOLVED 

A bitter personal feud has got entangled 
In one of the great financial controversies of 
the day. 

Until a few years ago Mr. Eccles was Chair-
man of the Federal Reserve Board. His 
caustic independent comment and differ-
ences with Mr. Snyder got under President 
Truman's skin. When Mr. Eccles' term ex-
pired Mr. Truman politely reappointed him 
as a member of the Board but replaced him 
with good-natured friendly Thomas B. Mc-
Cabe as the new Chairman. Mr. Eccles was 
demoted. Many thought the wealthy Mor-
mon bachelor would resign from the Board. 
He stayed on, quietly seething. He is ' a 
tough fighter. 

The interesting thing is that Philadelphia 
Banker McCabe seems to have come over 
to the Eccles viewpoint on the basic oppo-
sition to the Treasury's easy-money policy. 

The big row burst into the open this week 
when the showdown came. 

Mr. Truman called to the White House for 
•a peace meeting the entire Board membership 
and heads of the five Federal Reserve big 
city banks. 

Following the meeting, quick statements 
by Mr. Truman and the Treasury announc 
the Board had pledged Itself to the Treasi 
program. , 

This looked like a complete capitulation. 
Then came the bombshell. 

TRUMAN VIEW CHALLENGED . 
On his own authority, and specifically stat-

ing that he was acting without consultation 
with other Board members, Mr. Eccles re-
leased the official minutes of the meeting 
prepared by Gov. R. M. Evans and approved 
by the Board. 

These showed that the Truman-Snyder in-
terpretation was incorrect or at any rate 
overstated the case. On the basic dispute 
the Reserve Board members had hardly ex-
pressed any opinion at all to Mr. Truman. 
The critical issue of Interest rates had hardly 
been raised. 

Internal evidence indicates that Mr. Tru-
man took silence for consent at the meet-
ing. His statement appears to have been 
Issued In good faith. A bitter schism has 
appeared in the Reserve Board. Members 
ask why Chairman McCabe didn't act as 
their spokesman and present the Issue. 
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When Mr. Truman left the nference he ap-
parently thought he had full agreement. 

The seven board members and five bankers 
took a vote afterward on a motion to sus-
pend Independent action and go along with 
Mr. Snyder and the Treasury on interest 
rates. I t was defeated 8 to 4. Here was the 
vote. 

For the motion: Board Governors Varda-
man, Powell, Norton & Evans. Against: Board 
Chairman McCabe, governors Eccles, Szym-
czak, bankers Sproul, Young, Peyton, Gil-
bert & Erickson. 

In such bitter division the crucial in-
flation issue now stands. 
THH MEAT SITUATION—STATEMENT BX_ 
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