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April 3, 1951

Honorable Herman Welker
United States Senate
Senate Office Building
Washington, D.C,

Dear fHerman:

After my rather strenuous Washington visit, I
have returned to my ¢esk to try to catch up on some of
the accumulation so first of all I want to address you
on the subject of the RFC.

As you know the RFC was originally created by
Mr., Hoover as an emergency organization to assist in
handling the conditions resulting in the 1932 depression.
In my opinion its formation and activities incident to 1its
purposes were entirely justified, At that time conditions
had so developed that business in America had practicslly
come to a standstill with the result that there was no
monetary value to anything simply because no one had any
money with which to buy things. While the public has
never generally realized it, the immedlate reason for
Mr, Roosevelt declaring the bank holiday was the fact
that the public and in that I include big business as
well as little, had become so frightened that they had
withdrawn money from the Treasury, Sub-treasuries and
the banks of America and I mean cash, not checks, at such
a rapld rate that there was no longer any currency avall-
able anywhere to pay withdrawals, I haven't forgotten
that when the holiday was about to end I telephoned the
Federal Reserve Bank in Salt Lake to ask them to charge
our account, where we had well over a million dollar
balance, to ship us a half million in currency and was
advised by the Federal Reserve Bank that they had no
currency, that they exnected a shipment from the Treasury
Department fresh off the printing press within the next
twenty-four hours at which time they hoped to be able to
ship us the actualy currency.

Neither have I forgotten the hour and a half
telephone conversation I had with all the members of the
Roard of the RFC on extension lines in Washington debating
what, we could loan on livestock through the Regional
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Agricultural Office in Bolse. ‘he Congressional Act
required that we loan on good and adequate security.

I was insistent at that time that this office make loans
of 4,00 per head on sheep, that nothing else would accom-
plish the desired purpose, The members of the board called
my attention to the fact that the sheep couldn't be sold

at 24,00 per head and debated whether making such loans
was securing good and adequate security. Of course, the
sheep couldn't be s0ld at 34,00 a head; they couldn't be
g80ld at all under the existing conditions so we proceeded
to mske those loans to good outfits such as Andy Little,
Archabal and other equally substantial layouts notwith-
standing the protest of some members of the RFC Board,
The final outcome of that type of lending was that this
office of the RACC returned to the Treasury after paying
interest on the money used and after paying all expenses
and absorbing 211 losses a net profit of over half million
dollars.

Such was the background of the country at the
time the RFC was established to offset it. The incidents
I have outlined above were just one phase of the whole
economic problem existing. They are typical of what was
going on in all lines of endeavor throughout the country.
I think it goes without saying that I thoroughly approved
the formation of the RFC and think the results accomplished
fully Justified the Government's sponsorship under such
emergency conditions,

Since then, however, the RFC like all Government
agencies once they are created, has tried to Jjustify its
continued existence with the result that it has spread
out into a lot of flelds of activity that were never con-
templated at the time of 1ts creation. That it has gone
far astray in 1ts operation and management has, I think,
been amply demonstrated within the last few months and
continuation of its present activities and methods is
wholly unjustified.

At the present time we are facing an entirely
different set of circumstances from what existed at the
time the RFC was formed. Now we have an inflated economy
as compared to a totally deflated economy at the time of
its formation. We also at this time have a war situation
fecing us and it is in connection with that activity that
continuation of the RFC in some form is Jjustified if 1t
is Justified at all. At the present time there are some
businesses which turn to the RFC for capital loans which
commercial banks cannot handle to advantage. Some of
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these are small, some of them are large and to the extent
that these are of importance in connection with the
development of our defense effort, probably the continua-
tion of the RFC in some form may have some justification.
On the other hand in my opinion making easy government
credit for capital investment available to businesses

or enterprises which are not of importance in connection
with our defense effort is simply adding fuel to the in-
flationary fire. If a business or enterprise cannot under
present monetary conditions secure adequate capital from
private sources to finance its operations or if it has
such poor management that 1t hasn't of itself built up
the necessary capital to successfully run its business,
then what justification is there for the Government to
furnish the capital. Such financing, as I see 1t, simply
increases the inflatlionary pressures as stated above.
Whether or not there is a sufficient amount of demand for
capital loans to businesses from government agencles that
cannot otherwise be advanced for the purpose of financing
the defense effort, I am not in a position to say because
I do not have the necessary information on the overall
picture, but in my opinion that is the only justification
for the continuation of the RFC,

My thinking is, Herman, that it will be continued
regardless because 1 think the Southerners and the
Administration want it continued so I believe there are
sufficient votes to keep it going but if it is continued,
certainly it should be entirely revamped and re-oriented
in its operations.

Yours very truly,

J.L.,Driscoll

JLD/c
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May 3, 1951.

Dear Lynn:

I retumed to Wsshington on Thursdey, April 12, to find your
letter of April 7, enclosing copy of lettar to Senator Welker, arrived
at my office shortly before my return. I have been &o busy that I have
not h-d an opportunity to reply before now.

I think your letter to Ssnator Welker, relative to the R.F.C.,
is a very good short anslysies of the history of the R.F.C. and the reasons
wny it should be liquidated. I saw Wslker the othsr night and he said he
had received your lett r #nd was in fevor of liquid-tion of the R.F.C.

He sa2id he had also received a letter from Harry Emerson favoring its con-
tinuance -- he was surprised and could not understand why Harry would take
that position 1n view of your attitude and mine.

You know by now that I had an opportunity last Fridey to appear
before th: Senate Banking & Currency Comuittee and zive my ressons why the
R.F.C. should be atolished at this time. I cent you z copy of my prepared

(e statement. I got 2 very good press covering my testimony. I agree with
you that the Administration, politiecs=1lly, will keep the R.F.C. alive in
some form. Howevar, they are not muck different from the Republicans in
that regard because the life of the R.F.C., expired in 1948 during the Re-
publican Congress and they had an opportunity to abolish it just by not
taking positive sction to extend ite life dntil 1954. The way things look-
ed in 1948 they expected to win the election that fall and no doubt thought
it desirable to have the R.F.C. in existence. It seems that both political
parties have certaln similarities, which is unfortunate for the country.

Vith kind regards,

Sincerely yours,

M. 8. Eecles.

Mr. Lynn Driscoll, President,
First Security Bank of Idaho, N.A.,
Boise, Idaho.
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