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The Honorable William Proxmire,  
United States Senate, 
Washington 25, D. C. 

Dear Senator Proxmire: 

This is in reply to your letter of March 30, l96l, referring 
to my testimony before the Joint Economic Committee, on March 7, 196l,  
and my further statement on unemployment supplementing my testimony. 

It was my intention in both instances to call attention to 
the dual nature of our current unemployment problem, arising as it does 
both from contraction of over-all demand and from changes in structural 
factors in the economy. I also suggested what I thought were the 
appropriate policies applicable to the differing causes of unemployment. 

With respect to your observation of a "sharp and decisive 
contradiction" between Dr. Heller and me, it is my understanding that 
the Council of Economic Advisers, in emphasising the importance of 
moving to combat cyclical unemployment, was not seeking to minimise 
the need for appropriate action to help relieve conditions arising 
from structural changes of the type to which I have referred, am I 
indicated in the statement supplementing my testimony. Indeed, the 
Council stated explicitly that such measures "should be high on the 
agenda of national policy. " 

A large body of information has been gathered in recent 
years by Congress, various Government officers, and private research 
organisations dealing with the amount, characteristics and persistence 
of structural unemployment. While there are differences in emphasis, 
the general consensus of these studies is that in recent years unemploy
ment has been high and persistent even in periods of expanding activity. 
An important factor causing such chronic unemployment has been dynamic 
structural changes in the economy. 
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Within the past week, the National Planning Association has 
released an informative document entitled "The Rise of Chronic Unemploy¬ 
ment". This report presents a very interesting statistical and inter¬ 
pretive analysis of the increase in structural unemployment in recent 
years. The National Planning Association also concludes, "However, 
even if in a cyclical upswing chronic unemployment becomes somewhat 
alleviated, this does not mean that its causes are being removed. It 
is a sobering fact that the recovery periods over the last ten years, 
far fro* solving the problems of chronic or structural unemployment, 
have mainly succeeded in masking its extent and seriousness. There
fore, it is necessary to face up to the fact that the persistence of 
chronic unemployment presents us with a specific problem and separate 
measures to combat it will have to be devised in addition to the pursuit 
of anti-cyclical policies and those designed to support economic growth. " 

My response to your question as to an acceptable level of 
unemployment and goals must be the same as I have made many times to 
the Joint Economic Committee. The System has long recognised that no 
single index or simple combination of indicators can serve as a con
tinuing infallible guide to its policy. The goals and the guides of 
credit and monetary policy must be broad and adaptable to changing 
times and conditions, However formulated, their pursuit inevitably 
requires discretion, patience, and skillful judgment in the light of 
the fullest and widest information available respecting the credit 
situation and indeed all phases of the national economy. Moreover, 
their success will be conditioned by various other policies, programs, 
and activities of Government, by a wide range of private activities, 
and by the changing moods and impulses of businesses and the public 
generally with respect to spending, borrowing, and saving. 

In answer to your last question I would say that the im
plicit predominant purpose of the Federal Reserve Board is to contrib
ute, insofar me the limitations of monetary and credit policy permit, 
to an economic environment favorable to sustained economic growth and 
the optimum utilisation of our expanding industrial and manpower re-
sources. Traditionally this overall policy ham been followed by easing 
credit conditions when deflationary factors prevailed and, conversely, 
by restrictive measures only when inflationary forces threatened. 

Sincerely yours, 

(Signed) Wm. McC Mart in, Jr. 

Wm. McC. Martin, Jr. 

MW: mas 
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