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of the Western Hemisphere. Its defense Is 
not only In our interests but in the interests 
of free men eveywhere. 

Much criticism is offered, even to a discus-
sion of this question. An atmosphere of 
hurry, rush, anxiety is being developed the 
effect of which is to make it difficult, if not 
impossible, for the American people to Judge 
their own situation. 

I may say at once that with proper eco-
nomic action this hemisphere can be made 
self-contained in critical raw materials./ 
From a long professional career and fror 
ytars as Secretary of Commerce dealing wit 
such questions, I might qualify in this field. 

Further, unless we so dissipate / o u r 
strength as to become a beaten and crtished 
peoole, we will be able to keep sea lanes open. 

Moreover, this hemisphere can be defend-
ed from Communist armies, come what will. 
It is still surrounded with a great moat. To 
transport such invading armies either 3,000 
miles across the Atlantic or 6,000 miles across 
the Pacific would require transport ships and 
naval protection which the Russians do not 
possess and could not build 6r seize, no mat-
ter what further countries they occupy. 

If we have a proper naval and air strength, 
we could sink them j h mldocean. With 
somewhat more attention paid to our de-
fense, this would apply to invasion via the 
Bering Straits. Hitler could not even cross 
the English Channel. Atomic bombs do not 
transport troops over the ocean. 

Communist armies can no more get to 
Washington than any allied armies can get 
to Moscow. 

No responsibly military man denies these 
two conclusions, 

The American people should not be fright-
ened into rash action by fear that we cannot 
survive. I am not advocating isolationism. 
But if other nations should fail, we may be 
Isolated by force of circumstance and 
against our will. 

We might go into a period hard to endure, 
but this Nation can stick it out. 

S T R A W ON ECONOMIC CAPACITY 

The third stark realism upon which, etl?" 
policies must be built is our economic ca-
pacity. The bleak outlook of the world may 
well last more than a decade—possibly two 
of them. ~ 

The new budget calls for Federal spend-
ing of over $71,600,000,000. This $71,000,-
000,000 alone, plus state and local expendi-
tures, is about 37 percent of our national^ 
Income. 

That Is beyond the long endurance of an^ 
nation and fatal to the preservation of 
system of free men. 

The President has asked for a large I n -
crease of taxes. We will need also tcjIn-
crease State and local government taxi 

This burden Jb going to fall on people 
with smaller Incomes. The proof of this is 
easy. 

If all personal incomes above the level of 
a United States Senator were confiscated it 
would yield only about $2,500,000,000 of ad-
ditional revenues. But confiscation would 
stop most people earning the $2,000,000,000. 
We must %lso remember that excise and cor-
poration taxes in most part are ultimately 

d on to the consumer or these npllch 
d die. 

austerity must enter the door of 
erlcan home. / 
efore these burdens are/ actually 
there are stark signs of economic 

e purchasing power qt the dollar 
n 20 percent in 6 £ionths. The 
m indicates that mjmy people ar® 
lght from inflatior 
eady gigantic Government debts 
tie expansion without Inflation of 

o wars prove economic controls 
holly stop Inflation. The surest 
y from lnfltwlon is to accept the 
's wise proposals to "pay as you go." 
simply cannot carry this expendl-
ch tax load for long. 

Spending, taxing, and inflation of ourselves 
into exhaustion is one of the means by which 
Stalin hopes to overcome the United States. 

The economic destruction of the United 
States is one of the means by which Stalin 
hopes to overcome us. 

UNITED NATIONS COMMITMENTS 
The fourth focal point of our thinking 

inust be the United Nations. 
Our stark reality here is the lack of co-

hesion and unity in the free nations. Even 
some of our European allies are anxious 
to appease the Chinese branch of the 
Kremlin on policies of the United Nations. 

Despite this, we must not forget that the 
aspiration of mankind for over a century has 
been to find peace by collective action 
against aggressors. The United Nations 
was built on this same central Idea as, 
concert of E"urope and the League of Nations. 
Halting and faulty as it may be,̂ ure cannot 
abandon this idea and this hoi 

But it must be clear tha^Xne UN for the 
present will not be a substantial protection 
from Communist aggression. 

Our men are holding heroically to the mis-
sion assigned us the United Nations In 
Korea. We are ^offering great losses. Gen-
eral Marshall says we must send 15,000 men a 
month. We eannot yet see the end. But if 
we were to drive all the enemy out of Korea, 
how much of our armies must remain there 
to protect it? 

Japan, Formosa, and the Philippines are 
vital links in our national security. This 
must not be minimised by nations anxioi 
to direct our energies to Europe^-Wff^i l i 
need to retain muoh militfjfp-fltfength In the 
Pacific to innti rl/|il)eiitr*Tiirii 

EUROPE AS RUSSIA'S CHOICE 

Is little stark reality in 
Imerican ground divisions in 
of our involvement in Asia. 

AS SIGNAL FOR TROOPS 

Certafc 
talking about 
Europe in vie* 

ATTA 

The sixtjf consideration trr our decisions 
revolves anouQd fcilgworth Atlantic Pact and 
the pspafads to start another American 

tary land army to Europe. 
Currrfit statements stretch this pact far 

beyon/f its text. -The pact provides that the 
shall aid each other in case of at-

There has been no attack, 
[oreover, at the time of ratification of 

tljfet alliance the administration, through the 
scretary of State and the Chairman of the 
ireign Relations Committee, gave positive 

assurances that under the pact no expedi-
tions of American ground troops would be 
sent to Europe. 

That certainly meant no forces to Europe 
prior to attack. Our participation, prior to 
an attack, was to be limited to munitions. 
The pact being the will of the Anyerlcan 
people through the Congress, and in the faith 
of the text and those assurances, I supported 
the alliance. ' * 

But last fall it became evident that the 
Administration was contemplating sending 
ground troops to Europe. 

It was also evident that after years of 
gigantic American subsidies, the European 
Atlantic Pact nations had done nothing of 
consequence toward their own defenSe. 
Former Prime Minister Churchill had re-* 
peatedly and forthrightly stated this fact—• 
the last occasion being only a few w^pks ago. 

I made two addresses in protest. „Judg-
ing by the scolding of the European press, I 
may have helped to start them thinking. 

Then General Eisenhower was appointed to 
organize their military strength. And the 
general has become the potent symbol of 
the policy of at once sending American 
ground troops to Europe. 

The American people are Indebted to Gen-
eral Elsenhower for many great services. He 
has magnificent fitness both for the com-
mand and the stimulation of spirit and ac-
tion among the Allies in Europe. 

But his appointment does not commit the 
American people as to policy. 

The stark realities in western continental 
Europe are their large Communist parties and 
the disunities which gnaw at their vitals. 
Their prejudices prevent taking Spain into 
the alliance with 20 divisions and the most 
defensible area in Europe. For some reason 
Turkey and Greece are excluded from the 
alliance. 

Equally vital is the fact that the're Is little 
hope of adequate land defens£_of Europe 
without West German^participation. Two 
months ago detailed plans and great progress 
were announpedf' Now It is decided that 
West GepjuSnmilitary participation is out or 
can^ 

om press reports based on information 
from European officials and from General 
Eisenhower's statements, it would appear 
that his army, including the two American 
divisions now in Germany, .would start with 
9 or possibly 10 divisions; by the end of 2 
years, including American divisions, it would 
seem to be 35 or 40 divisions. 

The stark reality is that such an army is 
small compared to the strength of the 
enemy. 

America is at present the major deterrent 
to the- Kremlin's ambitions of world con-
quest. There Is nothing that Stalin would 
like more than to get the United States into 
his clutches by fighting us on the ground 
in Europe. There lies his overwhelming 
strength. 

Disaster could thus come to the American 
Hemisphere with no salvation to Europe. 

The American people should have more 
information before they risk trying a third 
expedition of ground troops to Europe. 

Any defense line in Europe must be over 
400 miles long. Will our responsible leaders 
make a public statement that the forces so 
far proposed can defend this line against odds 
of 3 or 4 to 1? We have tried this in Korea. 

Will our responsible leaders tell us 
\ whether they contemplate the proposed 

American contingent as only an Install-
ment? Does not this contribution and our 
huge increase in the Army budget imply 
many more American divisions? Do the 
American people know all the facts? 

AIR-SEA POWER AS DECISIVE 
Despite all these stark realities and these 

problems, I have believed there is a way to 
at least an uneasy peace for the v)[orld. 

In my address of 6 weeks ago, I stated 
that we should not land men or send money 
to Europe until large European foirces were 
In sight. I was well aware of the obligation 
assumed by Congress to give aid iri case of 
attack. It was my view that we should hold 
to that provision of the pact and I urged 
"arming our Air and Navy to the teeth." 

I suggest that air power and the Navy Is 
the alternative to sending American land 
divisions to Europe. With our glganltic pro-
ductive capacity and within our economic 
strength we can build and sustain over-
whelming air and sea forces held on our 
home ground ready Incase of attack. 

Stalin well knoWs we could carry on that 
kind of wjy»-ftSr hi* destruction for indefinite 
years, 

Tfie air threat has been during 4 years the 
most powerful deterrent to any attack on 
Western Europe. It is far more powerful 
than pouring American divisions into the 
reach of this Asiatic horde. 

I am suggesting no attack. I am suggest-
ing the very protection for Western Europe 
and our own defense which the Senate con-
templated when it ratified the Atlantic Pact. 

There are other reasons for such a policy— 
both military and economic. 

LESSON OP STRATEGY IN KOREA 

Manifestly if attack on Europe came, the 
free world would be inferior in ground forces. 
Such a ground war would at best be a war of 
defense. In the air we would have the offen-
sive. An air force has range, speed, flexibility 
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and striking power which can come nearer 
gaining a decision than allied ground armies. 

Especially Is this true, for in an air war the 
Communist horde would be without a large 
part of its ground allies—General Manpower, 
General Space, General Winter, and General 
Scorched Earth. 

The whole Korean tragedy is developing 
proof that the way to punish aggressors is 
from the-air and sea and not by land armies. 
It would be indefinitely less costly in dead 
and disaster. 

The unbearable strain on our economic 
system will come from trying to do five 
things at the same time. That is, to main-
tain armies In the Pacific; to build up an air 
force; a naval force; to furnish munitions to 
nations who are determined to defend them-
selves; and to sent land armies to Europe. 
Our economy cannot carry this load for long. 

I can give you an indication of the lesser 
economic strain to attain the same or more 
power by air than ground forces. 

To train, equip, place in Europe, and main-
tain for 1 year 10 of the usual combinations 
of American divisions would cost about 
$4,500,000,000. This same sum would for 
example, purchase and man 390 B-26 long-
range bombers compared to 60 of them at 
present. If neither went into battle, the 
annual cost of the 10 divisions would be 
about $3,000,000,000, and that of such a seg-
ment of the air force less than $1,000,000,000. 

POLICT REVISIONS PROPOSED 

I can most clearly state the points of for-
eign policies in which many of us believe at 
this time by summarizing a program. No 
program can be perfect—none without risk. 
For the present I suggest: 

1. We should devote our overwhelming 
productive power to air and naval strength 
and supply of munitions. 

2. If the Europeans are attacked, we 
should be prepared and use such over-
whelming air and naval power to the limit 
and keep it up until they have had enough. 
The Kremlin knows that we are committed 
by the Congress to do so. I believe that re-
serve, if large enough, is Europe's real pro-
tection. 

3. We should supply munitions to nations 
doing their utmost to defend themselves. 

4. Prom the starkly realistic, economic, 
political and military reasons which I have 
given you, my personal conviction is that we 
should not create land armies for expedi-
tions into the quicksands of either Europe or 
China. I do not want to even start on the 
road to another Korea. 

5. There are those who think we should 
send more divisions to Europe for their en-
couragement even before there is an attack. 
To them. I urge watchful waiting until much 
more military strength has been developed 
by Europe Itself and there is more evidence 
they have resolved their disunities. 

6. We must reduce our national expendi-
tures to a level we can carry over a long 
term of years, and at the same time avoid 
economic disaster which can destroy freedom 
in America. 

Senator BYRD estimates that $8,600,000,000 
of proposed nondefense expenditures in the 
budget could be reduced or postponed. We 
should spend all we can afford on air, navy, 
and munitions rather than large armies. 

FOR BACKING CHIANG KAI-SHEK 
7. We can and must defend Formosa, the 

Philippines, and Japan. We can do it by 
naval and air forces. 

As to Korea, we should demand of the 
United Nations that they call for a stop of 
supplies to Communist China by the non-
Communist nations. 

Since Red China is making war on our 
American armies, we should free Chiang Kai-
shek to do what he wishes in China and fur-
nish him munitions. 

8. I proposed 3 years ago that we should 
give full independence to Japan and Western 

Germany under representative governments. 
During 100 years these nations were the great 
dams against these Russian-controlled 
hordes. 

In the last war we may have been engaged 
in a great crusade for freedom of mankind, 
but we certainly destroyed these two dams. 
The sooner they are given their independence 
the sooner, for their own security, they will 
resume their ancient role. 

9. Recently I proposed that if the nations 
of Europe failed we should, as a prudent na-
tion, have in mind a second line of air and 
naval defense based upon the foreign shores 
of the Pacific and Atlantic Oceans both north 
and south, and I may add the Mediterranean 
and Indian Ocean. 

10. Congress should recover Its constitu-
tional authority over starting wars. It could 
certainty do so through Its powers over the 
purse. 

PROGRAM FOR RESTRAINING FOES 
I have proposed no retreat, no withdrawal. 

I have proposed no repudiation of treaties 
or obligations. Rather I have proposed that 
the pledges to the Congress and the American 
people be kept. I have proposed that we 
stop, look, and listen before we start on a 
road of land war that risks the loss of all 
civilization. 

I propose no good to Stalin. His greatest 
hope is to get us into a land war. 

Before we go off the deep end of steps 
toward another land war In Europe, let us 
remember that we fought two such wars 
hoping to bring peace and we have no peace. 

We should be prepared to make heavy 
sacrifices to help. But we should do it with 
common sense, within our strength, with 
the long view of history in mind. 

The essence of the program I have pro-
posed is to effectively restrain our enemies 
from attack upon our allies or ourselves. It 
is the best chance of peace—even if it is an 
uneasy peace. 

If we pursue the lines of our own genius 
and resources, we can meet this—the greatest 
menace of a century. 

And being In the right the Almighty is on 
our side. ^ 
CONTROVERSY BETWEEN THE FEDERAL 

RESERVE SYSTEM AND THE SECRE-
TARY OF THE TREASURY 
Mr. F E R G U S O N . Mr. President, I 

ask unanimous consent that I may be 
permitted to make a 3-minute state-
ment preliminary to the introduction of 
some matters into the RECORD. 

The VICE PRESIDENT. Is there ob-
jection? The Chair hears none, and 
the Senator from Michigan may proceed. 

Mr. FERGUSON. Mr. President, one 
of the most important questions affecting 
the stability of the economy of the 
Nation today is that which has arisen 
as a result of the differences between the 
views of the Federal Reserve Board and 
the Secretary of the Treasury. While 
these differences do not command the 

.attention which has been given to the 
'more dramatic debate on foreign policy, 
there are those of us who believe that 
their impact may be almost as telling on 
our ability to remain free. 

The junior Senator from Ohio [Mr. 
BRICKERJ received last week a copy of a 
statement prepared by Hon. James K . 
Vardaman, Jr., a member of the Federal 
Reserve Board, intended to set forth 
Governor Vardaman's position in the 
dispute. With his statement, Governor 
Vardanlan enclosed a covering note, ask-
ing for the comment of the Senator re-
ceiving it. At the request of the Senator 
from Ohio I ask unanimous consent 

to have inserted in the Appendix cf the 
RECORD the statement of Mr. Vardaman, 
together with the note accompanying it, 
the reply to Mr. Vardaman by the Sen-
ator from Ohio and five articles by re-
spected columnists commenting on the 
matter. These articles are: Politics in 
Finance, by Marquis Childs, from the 
Washington Post of February 7; Mc-
Cabe Holds Power in Fight With Snyder; 
Dare He Use It?, by J. A. Livingston, 
from the Washington Post of February 
8; Mr. Walter Lippmann's columns en-
titled "Today and Tomorrow," from the 
Washington Post of February 8 and Feb-
ruary 12; and a column entitled "Fight-
ing Fire With Gasoline," by Mr. Henry 
Hazlitt, from the February 5 edition of 
Newsweek magazine. 

There being no objection the letters 
and articles were ordered to be printed 
in the RECORD, as follows: 

BOARD OF GOVERNORS 
OF THIJ FEDERAL RESERVE SYSTEM, 

February 5, 1951. 
Memorandum to Senator BRICKER: 

There Is enclosed a statement which I is-
sued to the press today giving my impres-
sions of what happened at the meeting be-
tween the President of the United States and 
the Federal Open Market Committee of the 
Federal Reserve System at the White House 
at 4 p. m. on January 31; and also stating 
what I believe the Federal Reserve Board 
should say and do in connection with the 
financing program of the Government as 
officially promulgated by the Secretary of 
the Treasury. 

I would sincerely appreciate it if you would 
read this statement in Its entirety and give 
me the benefit of any comment you may 
care to make. 

J . K. V . 

STATEMENT BT G o v . JAMES K . VARDAMAN, JR., 
MEMBER OF THE FEDERAL RESERVE BOARD, 
FEBRUARY 5, 1951 
Never having regarded membership on the 

Federal Reserve Board as a speaking part, I 
have made only three short public talks and 
given about the same number of interviews 
in nearly 5 years' service on the Board. How-
ever, in the present situation where an ap-
parent attempt is being made to question the 
veracity of the Presidency in its dealings with 
this Board I feel that It is only fair to give 
my impressions of what has happened and 
what the conduct of this Board should be. 

After the meeting between the Federal Open 
Market Committee and the President at the 
White House at 4 p. m. January 31, the Com-
mittee, consisting of all seqpen members of 
the Federal Reserve Board and the presidents 
of five Federal Reserve banks, returned to 
the Board's quarters and went Into executive 
session. The suggestion was made that a 
written memorandum of what took place in 
the White House should be prepared, and 
Chairman McCabe requested Governor Evans 
to undertake that task. The p/eliminary 
draft of Governor Evans' memorandum which 
was released to the press by Governor 
without authorization of the Boarur 
Committee had not been approved P^1 

Federal Reserve Board members nd^a r 

the members of the Federal Open 
Committee. It was thought to be c 
all essential details but certain minoi 
had been sufgested. Governor E 
prepared the memorandum from 
without notes. There were no no 
at the meeting with the President 
X know. 

Governor Evans' memorandum w 
in essential details as to the wor 
were spoken during the meeting 
President, but the memorandum di 
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tempt to set forth the Impressions and gen-
eral atmosphere prevailing during the meet-
ing. My own Impression of the meeting was 
that the President of the United States had 
been allowed to leave the conference room 
with the definite Impression in his heart 
and mind that the Federal Open Market 
Committee would support the Government 
financing and bond program as officially pro-
mulgated by the Secretary of the Treasury 
on January 18. I said to the Committee that 
I thought It was tragic that the President 
had been allowed to leave the conference 
with such an impression when the majority 
of the Committee apparently knew at the 
time they were not going to carry out the 
President's wishes. 

On January 29, 2 days before the meeting 
with the President, I submitted a written 
memorandum to the members of the Fedeal 
Reserve Board and on the 31st to the Open 
Market Committee suggesting that the Board 
make the following public statement: 

"The Federal Reserve Board has made its 
recommendations to the Secretary of the 
Treasury In connection with the interest 
rate on short-term Government obligations 
and also with reference to the interest rate 
and maturities on funding and refunding 
bonds. In the exercise of his statutory au-
thority and obligation, the Secretary has not 
thought it wise to follow all of the sugges-
tions made b„ this Board In connection with 
these matters. Acting in his official capacity, 
as the spokesman for the Government, the 
Secretary has announced a financing pro-
gram, and this Board has nothing further 
to say on the questions involved other than 
to state quite firmly and clearly that the 
Board will support to the fullest extent of 
its authority the program as offlclaly pro-
mulgated by the United States Treasury. 

"Whenever it is In line with its statutory 
authority to do so, the Board will advise 
with the Secretary on all matters relating to 
the management of the public debt or any 
other questions which he may desire to dis-
cuss. But it should be clearly understood 
that under our constitutional framework 
and present statutory laws, the management 
of the public debt is the responsibility of the 
Secretary of the Treasury and this Board 
will support him to the utmost of Its ability 
In his officially declared programs and 
actions. 

"We believe the duty of this Board to be 
to make its ideas available and known In 
council, but not to make such ideas prevail 
and the Board will act in accordance with 
this belief in the present situation." 

The Poard and the committee refused to 
consider the issuance of any such statement 
in spite of the fact that it was generally 
thought that Chairman. McCabe had given 
President Truman every reason to believe 
that the committee and Board would sup-
port the Government financing program. 

As long as the questions involved were In 
th enegotiatlon stage I felt it to be the duty 
of the Board to present and argue its ideas 
with the Secretary of the Treasury, and if 
necessary with the President. But cnce the 
Secretary of the Treasury, as the official 
spokesman for the Government on debt 
management, had promulgated the Gov-
ernment program I felt strongly that this 
Board should give such program its whole-
hearted support personally and officially. 
The question of statutory prerogatives and 
personal feelings should be subordinated to 
te all-important necessity of supporting the 
Government and the Presidency in this time 
of national emergency. For myself I un-
hesitatingly waive any theoretical statutory 
authority and prerogatives in order to sup-
port the Government and the Presidency 

at this time; and if there is any question in 
my mind as to the propriety of such a waiver 
I will try to appear before the proper con-
gressional committee to ask for clarification 
of my statutory responsibilities as a member 
of the Board. 

FEDERAL RESERVE BOARD, 
February 7, 1951. 

T h e H o n o r a b l e JAMES K . VARDAMAN, J r . , 
Board of Governors, 

Federal Reserve System, 
Washington, D. C. 

DEAR MR. VARDAMAN: This will acknowl-
edge receipt of your statement of February 
5, 1951, and the attached memorandum 
requesting any comment that I might care 
to make. 

The first part of your statement relates to 
your version of what took place at the Janu-
ary 31 conference between the President and 
the Federal Open Market Committee. Nat-
urally, I cannot determine whether your re-
port of that conference or the report of 
Governor Evans is correct. However, the 
aftermath of confusion which has followed 
a conference intended to clarify matters con-
vinces me that the President has failed to 
grasp the basic issues, of fiscal policy which 
are at the bottom of the dispute between 
the Treasury and the Federal Reserve Board. 

Your statement makes it clear that you 
feel that the Board should support the 
financing and bond program advocated by 
Secretary Snyder. If this opinion is based 
on economic rather than legal considera-
tions, I do not question your right to ad-
vance it. My own view is that the Treas-
ury's fiscal policies will result in disastrous 
inflation. Since May 1950 the Board's hold-
ings of Government securities have increased 
by $3,500,000,000, which in turn has led to a 
sixfold expansion of credit. The proposal 
that the Board should continue to support 
the Treasury's cheap-money policies has been 
accurately described by Mr. Henry Hazlitt as 
"fighting fire with gasoline." 

The concluding paragraph of your state-
ment Is one of the most amazing ever uttered 
by a public official in recent years. You say: 
"The question of statutory prerogatives 
* * • should be subordinated to the all-
Important necessity of supporting the Gov-
ernment and the Presidency In this national 
emergency." The meanlng-Qf this euphe-
mlsm Is that the laws passed by Congress 
should be disregarded whenever the Presi-
dent feels that the national emergency so 
requires. I am unalterably opposed to that 
sort of totalitarian philosophy either in war 
or In peace. 

You also say in the final paragraph of 
your statement that you "unhesi.tan.tly waive 
any theoretical statutory, autibflrilyjand pre-
rogatives in order to support the Govern-
ment and the Presidency at this tlnie." 
First, I would like to point out that the 
laws of the United States are not "theoretl-
cal" for 150,000,000 American people. They 
must obey them or go to jail. By what right 
do you presume to waive statutory authority 
In violation of vour oath of office? 

Finally, I invite your attention to the fact 

able to the Congress, and not to the Presi-
dency as you suggest. Congress has not 
charged the Board with the duty of 6up-

Sorting the price of Government securities, 
ut. rather, with the duty of supporting the 

value of the dollar. 
Until such time as the duties of the Board 

may be changed by act of Congress, I trust 
that you will see the Impropriety o f your 
suggested waiver of statutory authority and 
prerogatives. 

Sincerely yours. 

[From the Washington Post of February 7, 
1951] 

POLITICS IN FINANCE 
(By Marquis Childs) 

HOW NOT TO STOP INFLATION 
As the roulette wheel of inflation con-

tinues to spin, checked somewhat but not 
stopped by the wage-price freeze, there are 
events in the news which have an ominous 
meaning. The following developments have 
a bearing on whether the wheel is to be 
stopped or whether the reckless gamble is 
to go on. 

1. The response of Congress to the Presi-
dent's tax recommendations is confirmation 
of the fear that existed before the pro-
gram came up for final action. Almost cer-
tainly final action will be delayed for several 
months. There is a widespread determina-
tion to cut deeply into the President's $71,-
000,000,000 budget—which can be healthy if 
it is not indiscriminate on the defense side. 

2. The report of a Senate subcommittee 
shows how political influence has operated 
to get loans out of the Reconstruction Fi-
nance Corporation. Professional fixers, In 
one or two instances former RFC employees, 
have taken large sums to get loan applica-
tions approved. 

3. The controversy between the Treasury 
and the Federal Reserve Board over Govern-
ment credit and the interest rate on Govern-
ment bonds has created doubts as to fiscal 
policy. Congress, which granted the origi-
nal powers to the Federal Reserve Board, 
will have to step in. 

For several years reports have circulated 
about politics determining, In some in-
stances, the loaning policy of the RFC. De-
tails were flr6t supplied in this column on 
how Merl Young, with his White House con-
nections, stepped from a comparatively mi-
nor position in the RFC to a highly paid Job 
as Washington representative of the Lus-
tron Corp., which got a $37,000,000 loan. 
That loan is in default and the RFC has a 
doubtful chance to get something back from 
the assets of the company. 

What has happened in the RFC shows the 
deterioration in standards of administration 
that has taken place during the past 3 or 4 
years. There has been too much Indiffer-
ence toward ordinary integrity, or even the 
appearance of integrity, in the conduct of 
Government and the handling of the large 
sums of money entrusted to Government. 

This points up sharply the contest between 
the Treasury and the White House on one 
hand and the Federal Reserve Board on the 
other. For most of us the argument over 
fiscal policy is in terms that are nearly im-
possible to understand since they are so 
far beyond our dally problems of grocery 
bills and the installment due on the car. 

But one thing Is perfectly easy to under-
stand. That is President Truman's action in 
calling the members of the Board to the 
White House to discuss their policy on Gov-
ernment bonds. What makes this such an 
unusual act Is that Congress specifically 
gave the Board powers Independent of the 
Treasury to act as an instrument for main-
taining the Government's credit relationship 
with the Nation's banks. Never before has a 
President taken up directly with the Board 
the issue of the Board's policy. 

After the meeting the White House issued 
a statement saying that the Board had 
pledged to maintain the Government's se-
curity market at existing levels both as to 
refunding and new issues. Board Member 
Marriner Eccles says that no such agreement 
was reached since, he adds, the President 
did not raise this point during the discussion. 
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Secretary of the Treasury John Snyder In-

sists that to raise interest rates on Govern-
ment securities by half of a percent would 
cost a billion and a half additional In In-
terest charges. This, Snyder says, would be 
the next effect of Federal Reserve policy. 

Eccles and others on the Board say that 
the extra interest cost would be nearer $200,-
000,000 since the rate would be raised only 
on new issues and not on all Government 
securities. But even if the cost was con-
siderably greater they argue that it is essen-
tial in order to check the flow of credit that 
is being released through the bankB under 
the present policy. 

The Federal Reserve Board has bought 
$3,500,000,000 in Government bonds sinpe 
May chiefly from insurance companies and 
savings banks. This figure should be multi-
plied by six, it is contended, to get the 
amount of credit inflation which such action 
means. 

In April of 1948 the President replaced 
Eccles as Chairman of the Board and named 
in his place Thomas B. McCabe, a Phila-
delphia industrialist. Two years before he 
had made what was generally interpreted 
as a political appointment in naming his old 
friend from St. Louis, James K. Vardaman, 
Jr., to fill a vacancy on the Board. Varda-
man had had only limited experience in the 
banking field. 

To permit politics in this field is to invite 
an explosion that could do almost as much 
damage as an atomic bomb. With each day 
that passes it becomes Increasingly obvious 
that the wffge-price freeze cannot hold the 
line against inflation unless it is buttressed 
by other measures. There should be at this 
moment a willingness to consider the reme-
dies that, however unpalatable they may be 
temporarily, have the backing of so many 
knowledgeable men. 

[From the Washington Post of February 8, 
1951] 

M C C A B E HOLDS POWER I N F I G H T W I T H SNYDER; 
DARE H E U S E I T ? 

(By J. A. Livingston) 
In the flght between the Federal Reserve 

Board and the Treasury, the initiative rests 
with the Reserve Board if it cares to exercise 
It. This is true even though President Tru-
man has publicly sided with Secretary of the 
Treasury John W. Snyder. 

The Reserve Board's open market commit-
tee has congressional authority to lower the 
prices it pays for Government securities. 
But to do so would run directly counter to 
Snyder's program of financing rearmament. 
Will Chairman Thomas B. McCabe risk that? 
Or will he feel he must resign? 

Snyder has laid the groundwork for a 
knockdown, drag-out fight in Congress—if 
necessary. In a New York Times interview 
he berated those "who would have the Gov-
ernment make it possible for the banks to 

Sake even bigger profits at a time when 
dustry, business, and labor are asked to 

forego part of the profits they would realize 
from defense mobilization." Shades of An-
drew Jackson in his flght against the Bank 
of the United States. 

In the row to date, members of the Re-
serve Board have been dominated by the 
thought that the country's great Internal 
danger is inflation and that Snyder's policy 
aggravates it. Commercial banks own $60,-
000,000,000 of Government securities. If the 
Board is required, as Snyder demands, to buy 
these bonds at fixed prices, the banks can— 
at will—increase their reserves sufficient to 
expand credit by $360,000,000,000, or seven 
times the outstanding volume of loans. All 
the banks have to do is sell their bonds. 
Thus the volume of credit would be deter-
mined by individual banks, and not as Con-
gress intended, by the Reserve Board. 

The Reserve Board Is quite prepared tor 
maintain a stable market for Government 

securities. But it wants to be free to let 
prices drop, so that if banks want to sell, 
they'll be penalized. Or, to put it the other 
way, it wants to create an incentive for 
holding. 

As it Is now, a bank or insurance company 
that has purchased a marketable 2 y2 -percent 
long-term bond can get its money back at 
any time—from the Federal Reserve—with-
out loss. No holder of American Telephone 
& Telegraph bonds can expect that. He 
always runs the risk of loss if he wants to 
sell. Presumably he buys to hold to 
maturity. 

The Treasury's underlying fear is that 
once the Reserve Board started to lower the 
price of Government securities, holders would 
anticipate the decline and try to beat it. 
Panic might result. So Snyder would rather 
keep prices and interest rates fixed and the 
market settled. In that way, he always 
knows beforehand what future financing will 
cost him. 

Thus, the real issue is this: Who's boss 
over the money supply, the Treasury or the 
Reserve System? 

If Snyder prevails in the flght, then the 
Reserve Board would become an administra-
tive arm of the Treasury. It would clear 
checks, supervise regulations W and X, ex-
amine banks. Some people say that It has 
already surrendered its independence, that 
whenever a central bank bucks the Govern-
ment, it writes its own finish. 

The Treasury, then, would be in the anom-
alous position of being the central bank and 
the country's biggest borrower at the same 
time. It would make its own terms on what 
It borrows and then use its central banking 
powers to make the loans good. 

A face-saving device is conceivable. From 
time to time, the board has sought addi-
tional power to curb bank credit. One re-
cent proposal would "sterilize" all reserves 
created by Reserve System purchases of Gov-
ernment securities. But Snyder had ad-
hered to the institutional line of former 
Secretaries of the Treasury Henry Morgen-
thau, Jr., and Fred Vinson. They haven't 
liked to cramp the banks because that might 
depress the market for Government securi-
ties. 

Perhaps now Snyder will back a Reserve 
Board legislative proposal for additional 
powers to curb bank reserves. The Board 
could then save face by agreeing to support 
Snyder's bond market in the manner to 
which Secretaries of the Treasury, ever since 
Morgenthau have become accustomed. And 
a knock-down, drag-out flght in Congress— 
to determine who's boss—would be avoided. 
But the conclusion would be plain: Snyder. 
He'd have the Reserve in Truman's hip 
pocket. 

[From the Washington Post of February 8, 
1951] 

TODAY AND TOMORROW 
(By Walter Lippmann) 

FOR MR. SNYDER TO EXPLAIN 
The dispute between the Treasury and 

the Federal Reserve Board is not a tempest 
in a teapot. It is certainly not a personal 
feud. Nor are there any questions of veracity 
or honor Involved. It is about a question of 
policy which is fundamental in our mobiliza-
tion—what to do about the fact that a 
gigantic military program has been super-
imposed on the greatest civilian boom in 
our history. 

The Federal Reserve System is appointed 
by law to see to it that the volume, the 
cost, and the availability of the total money 
supply of this country is such as to avoid 
either a deflation or an inflation. The view 
of the Federal Reserve Board is that the 
armament program can be carried out even 
allowing for an increase of productivity, only 
by a considerable deflation of the civilian 
boom. But it is imposible to reduce the 

civilian boom, indeed it is impossible not to 
pour oil on the fires of inflation in that boom, 
if the Federal Reserve System is going to be 
compelled, as it is now, by the President and 
the Treasury to buy unlimited amounts of 
Government bonds at essentially fixed 
prices—at a 2 y2 -percent rate for long-term 
marketable bonds. 

The view of the Treasury, as stated by Sec-
cretary Snyder in his carefully prepared 
speech of January 18, Is that the public credit 
of the United States depends on keeping 
the price of Government securities at the 
2 y2 -percent level, and that this is of such 
enormous importance that the Federal Re-
serve System must manufacture the money 
to keep on buying the bonds in order to 
maintain them at that price. 

I may say, however, that though the Secre-
tary has stated his views, he has merely 
stated them dogmatically, without proof and 
without any serious attempt to reply to the 
great array of expert opinion which supports 
the Federal Reserve Board. There is not 
available at the Treasury as this is written 
any document which shows how the Treas-
ury thinks the inflation of money, which its 
policy demands, is to be dealt with. 

Perhaps Secretary Snyder can prove hla 
case. But he will have to prove it, not merely 
to declare It. He will have to prove that 
policy of manufacturing money to keep the 
price of Government bonds at a 2 y2 -percent 
rate does not, as Mr. Eccles says it does, set 
up "an engine of inflation" which raises 
all other prices and, therefore, because it 
devalues the dollar, makes even the apparent 
stability of Government securities a fiction. 

In arguing the Treasury case Mr. Snyder 
will have to face up to the fact that the dis-
pute is no longer theoretical. The record of 
the last 6 months of 1950 proves with a con-
clusiveness that is rare in matters of this 
sort how inflationary is the Treasury's policy. 
The record shows that the inflation we have 
suffered since the Korean War is due to this 
policy, that as a memorandum from the 
economists of Chicago University puts it, 
"the price rise of the last 6 months could 
almost certainly have been largely or wholly 
avoided * * * prices would probably be 
a little above their level In May if the Federal 
Reserve System had kept its holdings of 
Government securities unchanged, instead of 
adding to theni by $3,500,000,000." That is 
a serious and a definite charge made by re-
sponsible experts who speak with great au-
thority, and their argument has the support 
of an overwhelming majority of bankers and 
theoretical economists. 

The inflation since the Korean War began 
last June has been marked by a rise In per-
sonal incomes of about 10 percent, by a rise 
in wholesale prices of about 11 percent, by a 
rise in the cost of living of nearly 6 percent. 

What caused this inflation? Was it the 
Government's expenditures for war and re-
armament? It was not. During the last 6 
months of 1950 the Government actually 
took in more money than it spent. It had 
in fact a surplus of nearly two billions in the 
cash budget. This surplus was due to the 
fact that the taxes Congress so wisely im-
posed had begun to yield revenues from the 
enormous prosperity of the boom before 
there was time to spend very much of the big 
appropriations for armaments. 

Thus the inflation since Korea has not 
been caused by the military budget. The 
budget in fact has been deflationary. What 
is more, during this same period the Federal 
Reserve System has lost $1,500,000,000 in 
gold that went abroad. That also was a de-
flationary influence. 

Nevertheless, despite the deflationary 
budget and despite the deflationary loss of 
gold abroad, we have had a lively and ex-
tremely disconcerting Inflation. What caused 
it? It was caused by the compulsory manu-
facture of money in the Federal Reserve Sys-
tem in order to buy those Government secu-
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rities which the Treasury Insisted must be 
bought at a fixed price. That is what caused 
the inflation. From May 31 to the end of 
1950 the demand deposits of the country—• 
the money in which business is largely trans-
acted—rose by over 8 percent. This increase 
in the volume of money corresponds very 
closely Indeed to the increase In prices. "It 
is no accident," says the Chicago memo-
randum, "that these figures are so nearly of 
the same magnitude. This is about as clear 
a case of purely monetary Inflation as one 
can find." 

Mr. Snyder should tell the country how he 
proposes to finance effectively the military 
program if, in competition with it, he con-
tinues to insist on having inflationary manu-
factured money pumped into the civilian 
economy through private channels, through 
local governments, and through the agencies 
of the Federal Government, of which, ac-
cording to Mr. Russell Leffingwell, there are 
now about 100 engaged in lending and giving 
and spending money. 

And while Mr. Snyder Is explaining all that 
It would be a good idea if the Director of 
Defense Mobilization, Mr. Charles E. Wilson, 
considered the problem, and perhaps took a 
hand in the solution. He is vitally Interested 
in the solution. For It is hard to see how he 
can fall t o run into tremendous trouble if 
underneath the artificial price and wage 
structure he is trying to establish there is 
the destructive force of a repressed but swell-
ing monetary Inflation. 

[From the Washington Post of February 12, 
1951] 

T O D A T AND TOMORROW 
(By Walter Llppmann) 

O F * THE CUFF 

Much Is at stake in the argument between 
the Treasury and the Federal Reserve Sys-
tem, and the complicated problqpi can only 
be confused and bedeviled if President Tru-
man lets it become distorted into a political 
quarrel between his friends and his oppo-
nents. The controversy is not like an elec-
tion or like a football game which can be 
settled and disposed of when one side has 
won and the other has lost. For the man-
agement of our huge Federal debt by the 
Treasury and the regulation of the supply 
of money and credit by the Federal Reserve 
will have to be carried on continuously and 
cooperatively. 

The two agencies of Government are going 
"to have to agree on a common policy. 
Neither can afford to win In the sense that 
It knocks out the other and then drags it 
along triumphantly behind It. 

The crux of the present controversy Is 
whether they are to work together with some 
flexibility, or whether the Treasury is to 
dominate the Federal Reserve System in or-
der to maintain a rigid pattern of Interest 
rates. My own Inquiries have convinced me 
that If the issue of flexibility were left to 
those who best understand it in the two 
agencies, It would not be a fighting issue at 
all, and that the problem could be settled 
by practical operations in the money market, 
and without resounding declarations. 

The rigid dogmatism which now appears to 
be the Treasury policy certainly does an in-
justice to its good sense and competence. 
And the impression Which has got abroad is, 
of course, absurd that the Federal Reserve 
System Is not concerned about the Federal 
debt and is advocating a policy of let her rip. 
"We are suffering," says a very highly quali-
fied observer who wrote to me the other day, 
"the consequences of having had three ex-
ceptionally stubborn Secretaries of the Treas-
ury in succession during the past 10 years." 
Now that It is essential to put an end to 
the Inflation of Federal Reserve credit, we 
have to deal not only with the problem it -
self, which is a delicate one, but with poli-

ticians who have become 60 addicted to in-
flation that they tremble at the Idea of being 
deprived of it. 

Before long Mr. Truman will flnd that 
the question Is not BO simple as he thought 
It was when he summoned the Federal Re-
serve Board and the presidents of five Fed-
eral Reserve banks to the White House. He 
will flnd that even if he were able to force 
the Federal Reserve to manufacture as much 
inflationary money as the Treasury's rigid 
Interest rate required the controversy would 
break out again elsewhere. 

It would break out because to control 
prices and wages and to obtain production 
uninterrupted by strikes will prove to be 
impossible if the pressure of inflationary * 
credit is not reduced. It is a reasonable cer-
tainty that if the Federal Reserve Board were 
to knuckle under today, within a short time 
Mr. Wilson and Mr. Johnston would have to 
revive the argument. _ 

When the order for a general price freeze 
was issued on January 26 Mr. DiSalle Issued 
a statement which had been approved by 
Mr. Eric Johnston, the Administrator of the 
Economic Stabilization Agency. It is the 
statement of men who find themselves 
forced to do something which they don't at 
all like to do. The statement says that 
though the general price control has become 
necessary as an emergency measure, Mr. 
Johnston and the men responsible with hiirf 
have no illusions: "The effect of price control 
Is not to eliminate inflation but to sup-
press It * • * major reliance must be 
placed upon vigorous taxation and a strong 
credit policy. To the extent that we suc-
ceed in reducing the Inflationary pressure 
by these means we make the task of price 
control that much easier." 

As a matter of fact, this is almost certainly 
an understatement. Price control will not 
work at all If the inflationary pressure con-
tinues to accumulate. It will produce an 
orgy of corruption and black markets, of in-
justice and discontent. In order to make 
price control work well, that is to say with 
reasonable honesty and fairness, it would 
be necessary not only to stop adding to the 
Inflation but to flnd ways of accomplishing 
a measure of disinflation. 

We shall have to come to that. At least 
for the emergency period of the mobilization 
we shall have to resort to emergency methods 
to disinflate, measures beyond any contem-
plated by the Federal Reserve Board or really 
within the proper use of Its powers. In one 
way or another the disinflation will have to 
be brought about by a considerable reduc-
tion in Federal, State, and local public ex-
penditure of civilian uses, by greater private 
and corporate savings, and almost certainly 
also by scrutinizing more critically than it is 
now the fashion to do the content of some 
of the military programs. We should not 
naively assume that the survival of western 
civilization depends upon treating every or-
der from the quartermaster, and every order 
for four-door sedans, as sacrosanct. 

Perhaps the most important thing to be 
noted about the President's intervention in 
this business is that he thought he could 
settle it personally in a few minutes' talk. 
That is one of Mr. Truman's weaknesses. In 
this case he didn't settle the controversy but 
he aggravated it. Thus, though he was l in-
ing up the Federal Reserve System behind 
the Treasury, he did not even take the pre-
caution of having the Treasury represented 
at the meeting. This prevented him from 
hearing the issue argued by men competent 
to discuss it. It left him supposing that he 
himself could argue the Treasury's case. In 
fact he didn't argue it and he couldn't 
argue It. The Federal Reserve men listened 
to him and did not argue with him because 
they were too polite to argue with the Presi-
dent of the United States on a subject about 
which the President obviously was not under-
standing the question. ^ 

It would be ever so much better if Mr. 
Truman would recognize the difficulties and 
the complexities of a problem like this, and 
would realize that no one would think it 
a reflection on the President of the United 
States If he himself does not know the 
answers off the cuff. Then he would do 
what most Presidents bebfore him would 
have done. He would bring together those 
most responsible and best informed—in this 
case the representatives of the Treasury, of 
the Federal Reserve System, and the civilian 
mobilizers, Mr. Wilson, Mr. Johnston, and 
Mr. DiSalle—and he would press them to 
work out agreements. He would reserve his 
own Influence for use against anyone who 
in the discussion showed himself to be at 
once badly Informed and highly opinionated. 

[From Newsweek magazine of February 5, 
1951] 

FIGHTING FIRE W I T H GASOLINE 
(By Henry Hazlitt) 

How preposterous can the situation get? 
The administration starts the inflationary 
fire, fights it by pouring on more gasoline,#nd 
then talks as if It were completely myste-
rious In origin. Or It hints that the fire 
was started by business, by the speculators, 
the hoarders, the profiteers, or by the buy-
ing public. And it acts on this assump-
tion when it insists on the completely false 
remedy of price control, which puts the 
economy In a straitjacket of prohibitions, 
allocations, rationing, licenses, and subsidies, 
unbalances and disrupts production, creat-
ing artificial shortages. All this is called 
total mobilization. 

Take the Secretary of the Treasury, John 
W. Snyder. He is personally a mild-man-
nered, quiet, unassuming, amiable, loyal, 
and honorable man who thinks of himself 
as a conservative. He would be shocked 
beyond measure to learn that he is more 
responsible than any other single man for 
the existing inflation in this country and 
the almost universal fear of further in-
flation. And he has earned this No. 1 posi-
tion not only by his past record but by his 
extraordinary announcement on January 18 
that the long-term rate for marketable Fed-
eral securities must be held at 2*4 percent. 
He might Just as well have announced out-
right that he is determined to have more 
Inflation. 

Mr. Snyder's attitude stems, of course, not 
from any desire for inflation, but from a 
tragic lack of understanding of economic 
cause and effect. Inflation, always and 
everywhere, has one basic cause—an in-
crease in the supply of money and bank 
credit. At the end of 1939, demand deposits 
and currency outside of banks totaled $36,-
000,000,000. At the end of May of 1950 this 
total had reached $109,000,000,000. At the 
end of December of 1950 it had reached 
$117,000,000,000. This is not merely the 
cause of inflation; this is the inflation. The 
Increase in commodity prices is merely a 
consequence. 

And the principal cause In turn of this 
Increase in money and bank credit has been 
the artificially low interest rates maintained 
by the Treasury. This cheap money policy 
has not merely swollen the volume of pri-
vate borrowing; It could be maintained—in 
connection with the policy of pegging Gov-
ernment bonds above par—only by encour-
aging the member banks to load up with 
Government bonds and by forcing the Fed-
eral Reserve banks to buy as many of those 
bonds as Is necessary to maintain tne pre-
determined rate. They bought these bonds 
by creating deposits or printing money. 

All this is now an old story among mone-
tary economists and bankers. But Mr. Sny-
der has never understood it. He can see the 
problem only from the Immediate short-run 
Interest of the Treasury—to pay as low an 
interest, rate as possible. "Any increase in 
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the 2 ya -percent rate," he says "would seri-
ously upset the existing security markets." 

Any increase in prevailing interest rates 
would of course mean a lower price for pres-
ent outstanding bonds. But Mr. Snyder 
refuses to see that the only alternative to 
accepting this comparatively mild conse-
quence Is an uncontrollable Inflation. In 
the face of overwhelming economic opinion 
and evidence to the contrary, Mr. Snyder 
persists in declaring that a cheap money 
policy and inflation have nothing to do with 
each other. 

If Mr. Snyder stood alone in this appall-
ing blindness the situation would not be so 
grave. But he Is supported in administra-
tion circles by a conspiracy of silence. With-
in the Federal Reserve System there is some 
real understanding of the situation; but— 
with a few honorable exceptions like Allan 
Sproul, president of the Federal Reserve 
Bank of New York—there is precious little 
courage. Mr. Snyder's statement clearly 
Implies that Chairman McCabe of the Fed-
eral Reserve Board acquiesces in the policy 
of maintaining the inflationary 2% percent 
Interest rate. In lieu of any genuinely ef-
fective over-all action, the Board on January 
16 announced the token gesture of increas-
ing required stock margins from 50 to 75 per-
cent. Meanwhile, an ominously growing 
bureau prepares to cure inflation with the 
colossal hoax of price control. 

Mr. FERGUSON. Mr. President, I 
wish to read into the RECORD from the 
letter by the junior Senator from Ohio 
[Mr. BRICKER], in order to stress the par-
ticular point involved, as well as some 
other points. The letter was addressed 
by the junior Senator from Ohio to Gov-
ernor Vardaman. I read: 

The concluding paragraph of your state-
ment is one of the most amazing ever uttered 
by a public official in recent years. You say, 
"The question of statutory prerogatives 
• • * should be subordinated to the all-
important necessity of supporting the Gov-
ernment and the Presidency in this national 
emergency." The meaning of this euphe-
mism Is that the laws passed by Congress 
should be disregarded whenever the Presi-
dent feels that the national emergency so 
requires. I am unalterably opposed to that 
sort of totalitarian philosophy either in 
war In In peace. 

You also say In the final paragraph of 
your statement that you "unhesitantly waive 
any theoretical statutory authority and pre-
rogatives In order to support the Government 
and the Presidency at this time." First, I 
would like to point out that the laws of 
the United States are not theoretical for 
150,000,000 American people. They must 
obey them or go to jail. By what right do 
you presume to waive statutory authority in 
violation of your oath of office? 

Finally, I invite your attention to the fact 
that the Federal Reserve System is account-
able to the Congress and not to the Presi-
dency as you suggest. Congress has not 
charged the Board with the duty of support-
ing the price of Government securities, but 
rather the duty of supporting the value of the 
dollar. 

Until such time as the duties of the Board 
may be changed by act of Congress, I trust 
that you will see the impropriety of your 
suggested waiver of statutory authority and 
prerogatives. 
REPLY TO THE PRESIDENT'S CHALLENGE 

TO CUT THE BUDGET 
Mr. BRIDGES. Mr. President, last 

Thursday the President of the United 
States held a press conference during 
the course of which a reporter noted 
that some Members of the Congress had 
expressed their determination to squeeze 

the water out of the budget. Newspaper 
reports quote Mr. Truman as reply to 
the effect that, "they said they were go-
ing to do that last year, and ended by 
adding a billion or so, and then asked 
the President to do the cutting." The 
President is further reported as saying 
he is not going to do it for them this 
year, that it is a good budget and a tight 
budget, and he dares the Congress to do 
anything about it. 

Mr. President, I am not sure that it is 
my sole responsibility, as a minority 
Member of the Senate, to attempt to set 
the RECORD straight so far as Congress is 
concerned. The President's statement 
certainly is a challenge to the majority 
of this body, as well as to the minority, 
because in the handling of the budget 
last year we did function properly. I 
wish to state that the kindest thing the 
Senator from New Hampshire can say 
about the President's remarks—and the 
Senator from New Hampshire has a 
kindly and warm feeling for the Presi-
dent, personally—is that either Mr. Tru-
man was misinformed, or he was at-

^ tempting to be facetious. He has re-
peatedly advised the press and other 
groups that he is an expert on the 
budget—that he has been preparing 
budgets for years and knows all about 
them. 

We can only hope, Mr. President, that 
President Truman knows more about the 
budget which he submitted on January 
15 of this year than he knew about the 
budget he submitted last year. 

Mr. President, I wish to make it per-
fectly clear where I stand on this mat-
ter. I wish to take exception to the 
President's statement that the Congress 
added a billion or so and then asked the 
President to do the cutting. I have in 
my hand a copy of the appropriations 
estimates for 1950-51, with all the actual 
budget estimates which were requested 
by the President and by the Bureau of 
the Budget for consideration by the Con-
gress. 

I have the record here, in its official 
form. If it is available to me, certainly 
it is available to the President and to 
every other Senator, so what I am say-
ing I am taking from the official record. 
Senators can examine it. There can be 
no question about it. 

Let us discuss, first, the general ap-
propriations bill for 1951. The estimates 
considered by the House were $30,300,-
000,000. The House cut this figure to 
$29,100,000,000. By the time the budget 
estimates reached the Senate, the figure 
had grown to $35,500,000,000. As 
finally enacted, the appropriations bill 
had been reduced to $33,900,000,000, a re-
duction of more than $2,000,000,000. 

I wish next to call attention, Mr. 
President, to some facts concerning the 
second supplemental appropriations bill. 
The estimates considered by the House 
totaled $18,000,000,000. The House re-
duced this figure to $17,800,000,000. By 
the time the estimates had reached the 
Senate the figure had grown; as a result 
of increased estimates from the Presi-
dent, to $19,900,000,000, and the supple* 
mental bill as finally passed by the Con-
gress remained at that figure—$19,900,* 
000,000. 

It can readily be seen from these facts 
that the statement which President Tru-
man made the other day to the effect 
that Congress had added a billion or so 
simply does not make sense. 

Taken together there are some inter-
esting figures regarding the total appro-
priations for the fiscal year 1931. The 
estimates considered by the House were 
$66,700,000,000. The House reduced this 
figure to $65,000,000,000. By the time 
the estimates had reached the Senate, 
the President and the Bureau of the 
Budget had submitted additional esti-
mates to bring the figure up to $74,200,-
000,000. When passed by the Congress 
this figure had been reduced to $72,300,-
000,000. 

The Senate will recall that the so-
called Bridges-Byrd amendment, which 
had the support of the overwheling ma-
jority of this body, was adopted by a vote 
of 55 to 31. The over-all effect of that 
amendment was to reduce the appro-
priations bill by nearly a billion dollars 
and as amended by the Senate it pro-
vided for an additional cut of $550,000, 
a very substantial amount/ The Con-
gress was perfectly clear at this point. 
It stated where the cuts were to be 
made and by whom they Were to be 
made. However, when the appropria-
tions bill was sent to conference, the 
administration leaders brought suffi-
cient pressure to bear to change the in-
tent of the Bridges-Byrd amendment 
and directed that the President and the 
Bureau of the Budget make these re-
ductions, in the sum of $550,000,000, 
wherever»they see fit. 

It is very interesting in view of these 
facts, Mr. President, that President Tru-
man claims the Congress added a bil-
lion dollars or more, and he did the cut-
ting. The fact of the matter is that he 
did the adding on and the Congress did 
the cutting. The facts are here. They 
speak for themselves. It was the Con-
gress and not the President which re-
duced the final estimates submitted by 
the President and the Bureau of the 
Budget from $74,000,000,000 to $72,000,-
000,000. 

The President, Members of Congress, 
and everyone else should examine the 
official record in this regard, which 
speaks for itself. 

Mr. FERGUSON. Mr. President, will 
the Senator yield? 

Mr. BRIDGES. I yield. 
Mr. FERGUSON. Is it not a fact that 

the President sent to Congress supple-
mentary estimates and budgets, so that 
he increased the budget, rather than the 
Congress increasing the budget over and 
beyond his estimate? 

Mr. BRIDGES. That is absolutely 
correct. 

Mr. FERGUSON. So, the Congress 
did not appropriate unbudgeted items 
over and above the amount of the budget 
estimates both as contained in the orig-
inal and in supplemental budgets. 

Mr. BRIDGES. The Senator from 
Michigan is absolutely correct. 

Mr. FERGUSON. Does not the Sena-
tor feel that it is up to the whole Con-
gress, representing the people, as it does, 
to accept the challenge issued by the 
President, by looking into his budget and 
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