September 15-17, 1955

Internal Memorandum

Interviews with Owen D. Young - Second Series

(As a postscript to these interviews, there was the supper with
Everett Case and his wife, Josephine Young Cese, at Hamilton,
N.Y. on Sundsy evening, September 18th.)

These interviews were with Mr. Young alone,.and the difference be-
tween the two sets is explained first by the fact that we covered the ground
fairly well in the first set, and second by the lack of stimulus from Mr. Case
Sr. and Mr. Cese Jr. It was not easy for Mr. Young to he asked about details
which he did not remember. On the other hand, he unusually liked to talk about

the past, end it was somevhat difficult to do much digging into papers to

call back events and spare his memory.

Interviewed again by a discussion of the Bank fior International
Settlements, telking of the reason for its creation, Mr. Young said, “As the
central banks kept coming more and more into the international picture, a need
was found for more understanding between them." In a situetion as sensitive as
that period waes, the heads of the central banks could not visit each other
without exciting great curiosity on the part of the press and the‘public. Thei
reavlt , for all préctical purposes,hXLi+h03j$525P?::m each othér by this
§ curiosity, as every trip or projected trip created répercussions in the money
market and the stock market of the countries concerned.

Mr. Young, with that reasonableness which is one of his gost important
characteristics, said, "Why don't we have a centrzl organization vwhere the heeds
of 6entral banks cen meet regularly without exciting such curibsity?“ The next
cou:ée was to invent a mechanism which would serve that purpose, and the B.I.S.
ﬁ&s set up with that in mind. Meeﬁings were held et regular periods, and
public notice of those meetings was given. Heads of central banks could go to
thoég meetings without exciting undue curiosity, end the very fact that the

notice was public aquieted suspicion. The regularized meetings met the needs for
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cohversation. In the long rum the financiel dgalings which took plece at these
meetings were less important then the opportunity for, telking over mutual prob-
lems which might have repercussions in the various countries.
It was underétood $aet in the Dawes Plan discussions (before the
Bank for Internationsl Settlements was set up) that the need Ato bring the
Reichsbank along with the central banks of the other nations was vital. The
Daweé Plan aimed to develop & new progrem vwith the cooperation of the German
government. It was understood that whatever psyments were finally scheduled
would ultimately be revised, but no one knew exactly how much. The phrase’
,:7:\ on every street corner vas "Germany would have to pay," and this phrase
,8 donlinéted the thinking of the men who met in the Dawes Plan conference, but
no one of them knew how Germany would pey or how much she would pay. The
demand that she bear the costs of the war was universal, and the emotional
response to thet demend was such that 1t swept aside practicel problems such
as how funds vere to be raised and how they were to be transferred across
frontiers.
The Dawes Plan ceme at the end of a long period of confusion and

= frustration on the part of the Reparations Committee. Its public injection is

generally credited to a speech made by Cherles Hughes, on December 29, 1922

at New Hgven, where he spoke at z méeting of the fmerican Historical Associa—
tion. It was agreed that the Plan must be free of palitical influence (more
deteils are given in tae Tarbell biography of Mr. Young, pages 160 end 16l).
Asked how Mr. Young had come to be appointed to the Dawes Committee, he said
that he had come to know Mr. Hughes well after Hughes' defeat in his campaign ,
for the Presidency and his return to New York. Mr. Young had hired him as
counsel for the Generzl Electric in the anti-trust sult. Also Mr. Young knew
Coolidge well. Dwight Morrow had talked with Hughes about personnel, and it
is possible that he suggested Young (see the earlier memorﬁnmon. thtbw

/ I,M/lm

also see Ida Tarbell's idea as to the possible suggestor, a fn??g' Thomes
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Perkins). Dawes was picked as a spectaculer-eduswristhy figure from the <Z?C/
middle west, populer in Europe because of his militery exploits during World
War I, and populer in.the United States for his good sense and spectaculer
publicity abilities. Young was to go élong as an éssociate, and possibﬁzfto_
provide the kind of legal and financiel intelligence which wes not expected
of Dawes. The appointment was cleared with Mr. Burgess of the New York Bank,
vwho was the young, brillient monetery expert of the period.
No one of the centrel banks played a part in the formulstion of the
Dawes Plan, although obviously they were concerned that it be a success. In
g Mr. Young's opinion, it had to be that way in order to keep the Plan free of
| undue influence. The men who did the actual work were Sir Josish Stemp of
England, Pirelli of Italy, Franqui of Belgiim and Parmentier of France, all
of vhom cooperated. Kindersley of England was slso useful. It was Mr. Pawes
vho "put on the show," and who proved very popular in France and highly eaccept-
able to London. (In a way he resembles General Pzatton during World.War I,
slthough the latter died untimely.) Dawes met the press and kept advertising
what the Commiftee was doing, so that the public was content and no atmosphere

of anxiety built up.

"The whole attitude of the entire group was merely, "What will we do
vith .2 mess like this?" The work done by the private bankers on the Committee
was remerkably free of political and financigl pressures. No charges of
influence were laid. The Dawes smoke screen effectively warded off critical
suspicion. The chief burden was to find something which would seem to hurt
Germany so that the public would be placated, but would =t the same time allow
Germany a chance to pey the charges levied against her.

The story of the "instructions" which Coolidge gave Dawes and Young
is told in the earlier memorendum on this,subject. A third chapter should be

sdded. At the end of the third week of the Dawes meetings Mr. Dawes got a

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



Oven D. Young -4 - 9/15-17/55 2 2
£e-#3
letter with e request that it be shown to Mr. Young. A lady, unnemed, living

on the Rue St. Honoréik expressed herself as extremely pleased if General

Dawes end Mr. Young would come to tea with her. She gave as her peference,

"] am an intimste friend of your President." Neither Dawes nor Young accepted

the invitation. Both of them sgreed on rereading it that "your Presi

gident"
t Mr. G dge, but the tituler head of th ngﬁge—Goégétigzzz:;:fuy 2;Z;I
iizizz\ 7Lm Mr. Cooli ¢2, u e er head o e <:;'
Qbﬁii; Cempuiifec

hen-Prosi-dent=sfs &»- ¢. Nevertheless, Mr. Dawes decided he would

hold onto the letter and that he had a use for it when he got back to the

United States. When the two men went to report to Mr. Coolidge, Mr. Dawes

i

8 said, "Mr. President, do you remember your last instructions to us?" The

| Vermont face of Mr. Coolidge brightened, and he said, "Yes, I told you to

- take your wives along if you were going'to Parig." Mr. Dewves then pulled the
letter from the lady out of his pocket, and read it to the President, seving,
"It is obvious that the next time you go to Paris, you better tske your wife
along." This was the only report made to the Coolidges. Otherwise the entire
luncheon followed the pattern of the first one, and the chief éubject of con-
versafion was not reparations or finance, but politics.

This interview also turned up an addition to the information pre-

w

viously given gbout the meeting of the premiers in August following the
Dawes Plan meeting. This conference was held in London under the chainmanshipl
of Premier MacDonald and was for the expressed purpose of explaining the Dawes
Plan to the heads of government in Europe. Mr. Dawes was at the time very
busy with the Presidential cempeign in the United Stetes and could not go.

. Mr. Young was therefore asked to go and explain the Plan to the Premiers.

He found to his surprise and dismay that this vas & strietly politicel

State) who "knew nothing about the Dawves Plan" wvas the American representative.

meeting and that State Department rules of status epplied. Premier MacDonald

Dmertco
presided. Frank Kellogg (then ei#H&r-Ambessador ox=Hie
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Mr. Young discovered thet he was not supposed to speak unless Mr, Kellogg celled
on him to speak. He was hedged about with State Department rules, and from his
point of view, the situztion was not tolerable. Mr. Young objected that he
himself was not there as an American representative, but as a representative
of the Dswes Plan, having come to explesin it to heeds of government. He re-
fused to sit under the State Department aegis and left the meeting. He made it
known that he had rooms at Claridges and would be glad to be of service to any-
one who wished to confer with him. That process worked very cuietly and with-
out publicify. Heads of govermments had come to the conference with briefing
? from their own nationals vwho sat in on the Dawes Plan conference, but with
poliiical axes which they felt they had to grind. The ability to ask further
information from Mr. Young without any public knowledge of such questions wes
a great help.
The Plen was finally approved by the assembled premiers on the
ground that Mr. Young would set it up. He went to Berlin for that purpose &nd
steyed eight weeks. Mr. Houghton of the Corning Glass Company and a resident

of the same section of New York State was American Ambzgsador and very friendiy

)7 and serviceable. Mr. Young knew Schacht. His taird set of contacts stemmed j)
TN %WW Bodeo 501«44«»3% wv 1921 @5
from his setting up of the s when he went to Paris to confer with

Germen and French heads of electrical companies, Siemans, end so forth., Thus
hevhad.the cooperation of the finaneciers, the ;ii:zﬁians (rather, the 5325
political leaders), and the heads of the éﬁé&gfé&&-industries. With this Ci’
background, the setting up of the machinery for the operation of the Dawes
Plan was not too difficult. He had complete German cooperation.

He argued with Schacht that colonies, which had played so great a
part in Germény's demand for room in the world, were not importent, but that
the underdeveloped markets of the world were, and that international coopera-

tion wes needed to develop such markets. The Germens were extremely sensitive
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as to whefher those markets would really be free. As proof of good intent, the
Generel Electric end Westinghouse scaquired big blocks of stock in German, French,
Swiss and Itelisn companies on the understending that the American compenies would
never exert pressure on the administration of the foreign compznies except on
complaint of blackmailing security orders. In that event, the G.E. would reserve
the right to ask qQuestions about the misuse of poﬁer to prevent competition.

This was,according to Mr. Young, a conscious attempt to prevent the misuse of
cémbination and cartel. (Tae incideat needs'elucidating.)

Mr. Young, talking about the German situstion, said that vhile the work
of sorting out her power to pey was going on, Morgan and Co. kept séying, "How
do you e#pect Germeny to pay uniess you give her z chance to mzke the mone¥ to
pey with?" The difficulty was that of getting s prgctical plan accepted in the

high state of emoticnal tension which then prevailed on both sides of the Atlantic,

and indeed in both the ellied and enemy countries.

Mr. Young was so obviously sure that the Dawes and Young Plan would
have worked had it not been for extraneous circumstances that I asked him why it .
wes that Germnay, which et one time must have seemed well on its way to recovery,
fell into the hands of Hitler and & second war. He said that the breakdown was

largely a matter of politicel immeturity, rether then of economic pressures that

.could not be withstood. To illustrate his point, he told this anecdote. Mrs.

Young (Mrs. Josephine Edmonds Young) hed & bad heert. She went with him to Germany
when Ae wenf to set up the mechanism for the Dawes Plen, and an excellent German
heart épecialist was provided who made dail& callé in the late afternoon at the
Adlon Hotel where the Youngs were staying. This was an intelligent man, speéking
English, and he and Mr. Young beceme good friends. The doctor came in one after-
noon very much distressed and gaid, "Mr. Young, I've had a ferrible dey. I've been

needed at the hospitai; my petients have been calling for me; and in spife of this,

I heve had to spend hours over these candidates. I don't know who they are, they
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eren't important, snd why should I have to worry ebout them. In the old days the
| castle made the appointments, and in the main they eppointed competent people.
'ihesa new people that are running for offjice aren't very good, and theretls really
nothing I ougﬁt to have to do sbout them,”
Mr. Yoﬁng regarded thig as an indication that the process of imposing
democracy on the people who were not ready for it wes a greet mistske. The
Germens were, he said, conscientious people. They undertook thelr responsibility
seriously, but the responsibilities which go with a democratic government were not
such as they understood. When the people for vhom they voted did not do their
’/8 - Jobs very well, they felt that the responsibility wes theirs and tnat they had
failed. Hor did they have time to leern this strange new process. Taere was .:
no quiet period when they could become seesoned in the 1ways of democracy. What
Hitler did was to give them back the confidence tiat he would run the works and
that they could stop trying to elect people as good as those who had been appointed
Ey the throne in the old days. |
Mr. Young is éonvinced that the Dawes and Young Plan would have .worked
had it not been for the emeréence of Hitler, vhom he regards as & menisc reasder-
' vtion of German strength. Payments hed been modified; mechenisms were working
g well; the economic pressures were not so great as to cause a breskdown, had the

country been seasoned in politicel weys. - :
| Mr. Young was last in Germeny in 7 f 7ZL/ Cf (D
JYL - 4
., | i) 4277 iy 2hip Wrcked
September 16, 1955 A W,% soets
This interview was mostly devoted to de@: 1 é@%é@ . Cf.
£

Young knew in the early days of his work on the Board.

For fdolph Miller ne obviously had a certain emount of respect, if
not admiration. He said that the old men (Mr. Miller seemed old when Mr. Young

first met him) was a persistent and rigid men, sgometimes very disagreeablé, but
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there was no doubt that he knew his economic theory and that he had a certein
philosophy of central banking and a picture in his mind of whet a central bank
should do.
Mr. Charles Hamlin was a very differeni type. He hed had an excellient
reputetion in Boston, where he wes regerded as en intelligent gentleman, but
no specialist. He had been brought up in politics, and it must be remembered
that he was a Democrat, which In Boston does not very often mean that one is
lconsidered as acceptable smong the best femilies. It was much worse in those
days thaen it is now.
’8 (It should be remembered thet Mr. Young himself is a Democrat, so that
he spoke without rancor.) When Mr. Wilson was picking the men for the Boerd,
he had regional interests to consider, and it must have seemed logical that he
get a Boston-man. The problem was to get a Democrat from Boston who would be
intelligent and acceptable. Mr. Hemlin had been brought up in politics; He‘
represented the public interest, buf on & rather high plene. He was a temperste
men and not controversial, end seldom so interested in anything that he would
meke a real fight for it. |
% I asked why Mr. Hemlin keeps z;eferring in his di&ries‘to Hr. Brandeis,
end the answer again wés politics and power. Mr. Filene, the femous Boston mer-
chent, wanted at that time to build a store on Summer Street. This plen inter-
fered with the interests of'the famous fifty assoéiates who carried on investment
and reslty business in many directions in Boston. Mr. Brandeis represented
Filene; Mr. Young represented the fifty asspciates. (Mr. Ioﬁng was at that time
& partner in the firm of Tyler end Young.) Mr. Hemlin, as a Democrat, had only
people of the type of Richard Olney to rely on. Hence he fell back on Brandeisd.
Paul Wérburg's abilitiés and quelifications seem to Mr. Young. very
clear. He was & man who had done central benking in Germeny and in Englend. He
knew much more about it then most Americans. He was tremendously interested in
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central banking as such and was the man from whom Benjamin Strong learned a great

deel in the early days. It was Mr. Warburg who taught Owen Young the basic prin-

ciples of central banking. He was a man without bias or prejudice, always willing
to talk, and capable of abstract consultétion.

Mr. Frederic Delano, agein like Mr. Hamlin, was a Democrat "who was &
gentleman," an able man with railroad experience and a great deal of business sense,
but unlearned in banking. He too learned from.Warburg.

Wiliiam McAdoo had been an importent customer of the Genersl Electric.

He hed a big place at Tarrytown where he liked to entertsin. He %as & nice man,
8 elastic, adaptable and charming.

Asked about £ndrew Mellon and the stetement mede elsewhere that Mr.
Mellon was mostly in Mr. Strong's pocket, Mr. Young said that Mr. Mellon habitually
went along with Mr. Strong, but that this was because he trusted Strong and was
basically not very much interested in the Federal Reserve System. Mellon was
tremendously interested in business and the finéncing of business. He was also
tremendously interested in private banking as egainst centralized control. He
had né keen conception of the part which central benking might pley. He was not an
economist, On the other hand, he was a man of character and great intelligence,

a a quie_t man, never interfering unless his coﬁvictions went deep, and then he was not
to be balked by anyone.,

Mr. Young said that in the early days, while the Federal Reserve Systen
vas solely a domestic matter, no one really cared whether it succeeded or not.
¥hen the country reached the middle 1920's after Harding's dgath, things began to -
éet more interesting. At that time Andrew Mellon begen going to Europe on his own
account. He bought picturess he had his own plicture painted; he telked to bankers,
end he thought about what they seid. The death of Warren Herding and the scandals
vhich followed, plus the lack of any interest on the part of Calwvin Coolidge in the

Treasury, threw a great deal more responsibility on Mellon than he had had earlier.
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It was then i‘-c,\r the first ﬁme that he became interested in the banking field

and began to grow out of his rather parochial background which had centered around
Pittsburgh. He never agein could go back &nd be merely a Pittsburgh industrialist.
Secretary of the Treesury in & wesk administration, he was master of the situation,
. end no one opposed him. When Herbert Hoover ceme 2long, he had complete confidence
in Mellon end no specialized banking interests or banking theory which might have
set up an opposition., It was, in Mr., Young's opinion, this combinztion of en able
man and e weak administration which made Mellon seem a greater men than he ectually
was.

8 Crissinger was to Mr. Young solely & political man. He wes & friend of
Warren Harding and enveloped in a cloud of suspicion fromj;he beginning. No one
really gave him & chance.

‘ W. P. G. Harding had a beckground somewhet similar to that of Andrew
Mellon but no such capacity for growth. "His arteries hardened too quickly."
He was able and enxious to do the right 'thiné. By end large, he was unusuelly
sound, but "he never let visions of what might be keep him awake nights."
Edmund Platt left no impression on Mr. Young's mind. George Jemes left
no great impression. He was a Kentucky geneleman.

a Continuing the thread of interest in Mellon, Mr. Young said that the
Teeasury did not, to his knowledge, try to run the Board in the 1920's. Mellon
-left that job to Strong; and between those two men, there was no development of
petty irritation such as developed between Strong end Miller. Miller was jealous
of the Board's prerogatives. As a theorist, he believed that the Boesrd should
pley the chief part in the System, but in practice emotion entered into this
theoritical idea and gummed up the whole works. Mr. Young believes that the record
is unfair to Mr. Miller, thet he made a real contribution to the Federal Reserve
System, that no one could placate him, but on the other hand, that history can

certainly not dismiss him.
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Mr. Young talked at some length about the .problems which confronted the

S;eptember 17, 1955

board of the Federzl Reserve Bank of New Ydrk at the time thet Mr. Strong died.
This was in response to questions concerning thg‘tone of reports that Mr. McGarrsh
was leaving his post in a private bank to come to the board. Mr. Young said that
in those days the private bank job payed much more and had more prestige than did
a post in the Federal Resarvé Bank. It was in an effort to correct this that the
New York Bank felt salaries of their top men must bé raised and that they must be
surrounded with certain formalities.

g - The board agreed with Mr. Strong that; Harrison was the only man really
fitted for the job of succeeding Benjamin Strong. The problem however, or at least
one of the problems, was that Harrison was physically in véry bed shape. The New
York board had for years worked with a Governor who periodically took time off to
gﬁiintd hospitels and'saniiaria. They dreaded teking on another gdvernor who was
in bad phyéical céndition. Herrison himself went to Johns Hopkins 5ospital
shortly after his election.

Concérning the telegrsm which Mr. Young sent privately to Parker Gilbert
asking whe£hef'hevmight have any interest in the job, Mr. Young said that Gilbert

% had very good reiations with central bankers abroad, and that this was an important
factor. Also there was the difficulty of Mr. H#rrison's health., It is sardonic
that Mr. Gilbert diedbsome years ago, vhereas Mr. Harrison continues living in bad -
health.

Mr. Young said that the New York board wes good and that he enjoyed

working with them. He was himself responsible for getting Edmund Day to become

ég;%é%féé%f%%PCornell.

MA:IB
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