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March 17, 1951

The Honorable Marriner S. Eccles,
Federal Reserve Board,
Washington 25, D.C.
My dear Mr. Eccles:

I am most grateful for your letter of March 9, and I 
particularly value the copy of your address before the Executives* 
Club, which you so kindly sent me.

I see no possibility whatever for a compromise between 
the theories of medieval economic mythology and the facts and 
conditions of the contemporary situation. The 404 economists 
have been inured fof so long to that primitive raw meat diet, 
that their digestive system cannot begin to assimilate the inpli- 
cations of the facts of today. It is simply not possible to 
reconcile the concepts of a free, competitive economy with the 
theories of Socialism with its controls, restraints and restrictions.

Fortunately the trend towards a free, competitive economy 
in this country appears to be irresistible; otherwise the current 
academic discussion of Inflation would assume a much greater 
relative importance.

The pace of progress is being slowed by the fact that 
it is the politicians who have to make the decisions on major 
economic questions and in general they are poorly equipped for 
the job.

I am well aware of the importance of properly placing 
emphasis on "money demand", This "demand” appears to include 
three categories* There is the "demand” of the very large group 
of very big and some smaller capitalists - roving economic buccaneers 
whose principal contribution to the economy is the taking of long and 
short range "fliers”. Then there is the "demand” of industrialists 
for finances for legitimate expansion. Finally there is the "demand" 
of that very large group who have accumulated a little surplus out 
of personal earnings. The facts seem to indicate that the first 
group creates inflationary pressure and the other two are the victims 
of it.

Under the medieval theory it is bank credit that creates 
inflationary pressure but this seems to have been completely refuted 
by the facts and figures in the current National City Bank Letter 
and this is likely to plague the 404 economists for some considerable 
time to come.
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The most compelling necessity in this matter of Inflation 
is for one of the leaders of economic thought to place his reputa
tion in hock and specifically define the term. So far as I am 
aware this has never been done and yet prodigious efforts are being 
made in Washington to "combat" inflation!

Might I mention that there seems to be nothing in common 
between the proposals to close tax loopholes and increase corporate 
taxes, and the non-transmittal of taxes to the level of the ultimate consumer as suggested by me.
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