BOARD OF GOVERNORS
ML OF THE

FEDERAL RESERVE SYSTEM

Office Correspondence Date_Septenber 16, 15,

Subject: Letter to Judge Rosermen

To Cheirman Eccles
RN.- .

Richard A. Musgreve oL -
From Kenneth B. Williems W

Attached is the materiel end trensmittel letter for your
signature.

Tleldon Jones called back. We told him you had not yet had
e chance to look at the material but thet, following his suggestion,
you were plenning to transmit it directly. He elso is pessing the
general statement on to Mr. Smith for transmittal.

In addition to the generel statement, we are sttaching a
piece on the transition period which you may elso went to include.
However, some of its points ere more controversisl end you mey want
to leave it out, DNote perticularly the statement about consumer

credit, pege 6, paragraph 6; the tex statement, page 7, paragraph 1.
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September 19, 19l

The Honorable Ssmuel I. Rosemman,
Special Counsel to the President,
The White Bouse 0ffice,
Washington 25, D. C.

iy dear Judge Rosenmen:

I sm tremendously interested im heving placed before
the public soon e broad liberel statement of besie govermmental
policies and responsibilities for the postwar period. I wonder
if the speech Saturday night might not be 2 propitious occasion
for such a statement.

Together with some other people in the Govermment, I
have given much thought recently to these issues. I am atiach-
ing some notes along these genersl lines. Perhaps they will be
useful for the President'e speech.

S¢inesrely youre,

Herriner 8. Eceles,
Chairman.
Eneclosure

RAM s vr
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September 18, 19LL

POSTWAR REPLOTMENT PROGRAM

During the past four years the United Stetes has set a new
record of economie expension, The wer galvenized the fmeriean economy
into a mighty effort. We have produced ships, planes, tanks, guns, unie
forms, food and other supplies to equip our vast new Army and Hevy of
over 11 million men end women, and we have aided on a stupendous scale
in furnishing equipment and supplies for our Allies, In the precent
year, 19LL, war production is ruming at the rete of §90 billiom per
yesar. At the same time, we are eble to produce §110 billion of e¢ivilian
goods and services. While fighting the grostest war in history snd using
neerly helf our resources for war purposes, we have at the same time suo~
ceeded in relsing the consumption and besic living standerds of the popu-
lation to a higher level than sny pescetime year. Total nationsl produc-
tion has risen to nearly double the boom yeer 1929 and to more than three
times the depressiocn yeers 1932 end 1933.

This record has amazed usy it has smezed the world. The
echievement in production exeeeds anything which even the most optimistie
had thought possible., It is a striking demonstretion of the ingenuity,
resourcefulness, technieal knowledge, eand orgsnizationsl skill of the
imerican economy. It is a revelation of what Americen business, labor,
and egriculture can do when there are adequate markets for their goods
and services and when they all cooperate to reach & common goal,

The war production echievement stends out as a peek againet
the beckground of past performence. It presents both hopes and fears
for the future-~hopes of & mew high level of prosperity end living stand-
ards; fears of vast unemployment.
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As an intoui;opt end vigorous nation we cemmot vecillate be~-
tween hopes end fears., We cannot rely on chance snd good luek. Ve must
know where we are going. We must heve confidence in ourselves and in our
future.

Qur labor supply is growing end its efficiency ie inereasing
year by year. If we let production and income fell to the prewar level
we should heve 20 million people unsble to find work.

Heving geined a new and expanded view of the possibilities thet
lie before us, having had our sights lifted to new levels hitherto une
dreemed of, the people will rightly refuse to go back to prewsr standerds.

It is the task of the postwer to treanslate the demonstrated
produstion power of our economic system into peacetime prosperity; to as-
sure jobs for n.}.lx_E to provide adequate markets for privete enterprise; to
push on to new and higher stenderde of living for all people in the nation.

In the attaimment of postwar goels business, labor, agriculture
snd govermment all heve important roles to play. Private enterprise--
labor, business and egriculture--cen and will produce the goods and ser-
vieces. bBut they can only funetion at full efficiency with continuous ef-
fectiveness within the [remework of wise eand vigorous govermment policles.

The Federal Govermment must mssume responsibility for its part
in a full employment program. It alone can esteblish t he framework within
which femilies, private business end stete end loeal govermment can plean
and exeoute effectively their part. No family cen prudently plan the
building of s house or the education of the children ii job prospects are
uncertain, No private business can in any realistie feshion plan ahead
if, leaving things to chence, we fluctuate between boom and depression.
¥o mayor of & city, no governor of a state can plan a progrem for their
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respective govermmente if left in the dark sbout the plens of the national
govermment, Indeed, any program which they might undertake would be
wholly wreecked 1f our national income in the future iz to soar and col-
lepse as in the past--$80 billion in 1529, $L0 billien in 1932, end $160
billion in 194k, Such fluctuations meke plenning for femilies, for pri-
vate business end for state and lecal govermment utterly impossible. As-
surence of general economic progroce end stability cen only be provided
by sound nationel and internationsl policies, On such & foundation elone
can the initistive of all members of the community--individuals, businees
units end locel govermment s~~flourigh,

To provide this foundation the govermment must sssume the
following responeibilities:

1. It is e primery objeotive and responsibility of goverrment
to underwrite end meintein full employment., Full employment must be de-
fined within the pattern of e reaconsbly chort work week, csy 36-LO hours,
and suiteble provision for leisure in terms of vaeations with pey.

Aegurance of full employment requires the meintenence of en
adequate flow of total expenditures, publie and privete. pdeguate merkets
for bueinees snd sgriculture must come from adequete expenditures by indi-
vidusle on consumers' goods end services, by business units on capital out~
laye, end by govermment on soelel rervices end on improvement end develop-
mental projects.

The govermment must sssume responsibility to so mensge ite
fiscal operations thet the total flow of oxpenditures, public and private,
will be adequate and stable, It must be prepared, therefore, to vary its
own expenditures to offeet fluctuetione in privete expenditures, end to
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plece & cushion under the total volume of expenditures g0 as to sustain
the totel demend for goods and servioces.

2., The govermment »ust sssume responsibility to encoursge and
promote new vesturee and provide the basis for the expancisn end vigorous
groeth of privete enterprise. Fres enterprice hes been and will remein
the bazekbone of the jmerican econamy. The role of the govermment is to
erosbe conditions undor whilch free enterprise can reach its meximum pos=
eible development, and to supplement its activities in dreas where ouly
the government can do the jobt.

The development of froe enterprise is & major preregquisite for
the schievement of full employment. But equally, full employmont s &
prevequisite for the development of free enterprise. There ic a close
eamunity of interest betwser all the groups of our economy. If there
ere Jobs for ell, the Muslne:mmen and the ‘armer: have large markets and
¢an operate profitably. If there il: unemployment snd psople do not have
the funds with which %0 buy, tusiresmmen end farmers as well as workers
ere in trouble.

Expanzion is & nece s cary condition for the siccess ot free
enterprice. Zazpansion requires adequate investment opportunitise, Jere
the govermment emn play & vitael role. Iunvestment outlete for private
enterprice cen be promoted Yy e comprehonsive program of rogliomal resouree
development, by urban redevelopment, snd by » thoroughgolng modernization
of our highway and sirport gysteme. To encourage new products, new pro-
cosses, and new industrles, the poverrsment chould undertake 2 lerge pro-
gram of selentifie researchs Finelly, the govermment must provide = tax
structure which encourages risk-teking end bueineszs expansion.
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The goverrment must sssume responsibility to promote the most
efficient use of lebor and resources. To this end it chould promote com=
prehensive plamming with respect to land use, both urban end rurel, snd
facilitete the movement of population into those areas end industries
which can comtribute most to resl income,

3. The govermment must assume responsibility to promote economie
stability, to prevent both infletion and defletion., To this end the
goverzment must be prepered on the ome side to take vigorous measures %o
prevent a threstened slump, end on the other side tobeluek en inflationary
end speculative boqn. The govermment eamnot eseape responsibility to pre=-
gerve the internal purchaeing power of money and thereby to safeguard the
savings of the people.

The govermment must promote a prieing end wage adjustment progrsm
gonsistent with expension end progress. The broad alm should be stability
of prices, particulsrly the cost of living., We must guard ageinet & high
prieing poliey whieh permite industry to "break-sven" at low capacity
oubput, The program involves en orderly upward adjustment of wages end
money incomes generally in proportion to the over-ell inecrease in per
capite productivity. Industries which enjoy & more rapid ineresse in
productivity than the general average should reduce prices so as to give
the widest poesible benelfit to eoncumere generslly, end to tap larger
consumer markets for the expanding produet. Thus an industry experieneing
exceptionelly repid progress would be expected to lower its prices to the
consumer as in the ease of the sutomeobile. In general, however, as pro-

ductivity in the whole economy increased, money income would be expected
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to rise so ss to meintein substantial etability in the cost of living as
e whole, thereby permitting a goneral rise in reel income commensurate
with the inerease in per capite productivity.

L. The govermment :muet, moreover, essume responsibility to
promote risi'ng living tt@ardz: for all its eitizens, To thic end it must
underwrite and guerentee a nstional minimum of income sm! pubne services.
It must therefore underteke en expsnded progm of mul seourity, ineclud-
ing uwnemployment and old-sge insursnce, emd provision for temporary and
permenent dieebility, It must sroatly improve snd extend the feeilities
for public health and eduestion, especially in the backward areas in our
oo;«mtry. It must cearry through = compreohensive vetersns progream., It must
enforce minimum wages end improvins lebor stendards.

These are the broad pdals thet this edministretion is pledged
to achieve when victory is won, The edministration is prepered to assume
the baeic respongibilities necessary to sssure the ettaimment of these
aime. The people will not eand need not agein permit the waeste or the
tragedy of useless secrifice imposed by violent price snd wage fluctua-
tions, insecurity, and mass unemployment, Ameriea is a ;rest nation,
Within i%s grasp are the means to beoome far grester. There are no limits
to our opportunities to build a better future for us and our children. We
need only to work together in pesce ae well as in war to reach our common
goals of full employment, economic geeurity, end progress within the frame-

work of democratic freedom.
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