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B D A R D DF GOVERNORS 

DF THE 

FEDERAL RESERVE SYSTEM 

)ffice Correspondence Date Apm 5,1938. 
Xo Chairman Eccles Subject: Comments on a Mandate 

From_ LaiLChJJLjL Currie 

Attached are some comments on a mandate prepared at the request 

of Governor Szymczak, I hope you will find time to glance over them, 

particularly the latter part. 
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COEidiiTO OH WffiWSKt HKJUET OF APhIL 4 . 1938 
— w — ii Fmwnmmmmmmmmmmmmmmmmmmmt' I U M I — — I i » I i i«9utmtmummmmm 

1. I hufs already ttfttad ay objections on lite gHHttAj of a r t r i l ab i l i ty 

«Sd propriety to tfcl ganex*sl idea of tfca f i r s t pre^gr&pfc. 

t« I fikcuif prefer to bftT© Congress lay ti) * sandate on th*; Board. 

ratfeex that) the iiy,;te; , 

5. f&«* »etu**l Meatata In Hit MfOttfl paragraph ta&kea no Nefttiaa of 

%K»ajr* or waoimt&ry,f 101 of "prtcea", 'both of lA&afc eor>.cepte the House 

group i« k«eja cm. I tbifill i t posatbin to —ffc tlieM i^ans in without 

rfor*.rtinj*- fro© our present implici t objective or **tisir*£* our han£s» 

4. AB2 jmatlfloatlMi wfc •euld IMNHI foi eva* adopting a r e e t r i e t i v e 

policy ret-ta sololy on t&e «ord •tU»talnable* i fehii La quite fa loe£ 

for tfclj %ord lo Msnry* I tUir»k taa v»rd "uaetabiliailMf i s Ifee 13«T5 

draft la a valuaali and tetfcape iaAiaaaaaatAe m a a i o. ttveagtbeiilBg 

our iwxica in t a l e rtapeet< 

3 . Before the word "productive* aboultji be l a t t l t i t *oth**r*# 

6. TUs l a s t eamtaaoe raiaaa the tieiic&te gaestlom &s to .whether the 

rtafaaaniatififte i'or ftm Beiftlag LeglaXatloa shal l bo made to the 

Preaideat or to Co&&r*s#« 1 tfcould l e t taia al'wpiaC §Q£ l i e . 
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Confidential 
April 5, im& 
kauehlln Currle 

eOHi&ttRTS Oft A HAHDATE 

1. MM Basxd la l a s vulnerable posit ion in a*«reiain.-j tetgp 

Laportaat ****** Baft** tiaa tsost fagH taxttl o refeveaeat An lang *8 t h i s 

condition pe r s i s t s Aa Board wil l "be subject to at tack and er i t ic iasu 

She ^mpianeaa of %a* paraaawt • e s t a t e lattta a cer ta in taffPMi of p laus i ­

b i l i t y to tha "unconsti tutional Jalegat laa of paaaga* arflursant* The 

at tack bos been baataa off it number Bf tltaaw, only to bs continually 

renewed* I sse no reeaaa to bolleve teat tn«* at tack a i l l net jalfeat 

•omentum* If M# should bo purely obs t ruc t ion is t , ther^ la aaisgair sot 

only of lost? of goodwill but or fcav&ag aft oajiirtri enable Mflatata la^aaal 

on uo* I t aauld >>:? i t a c t i c a l blunder fair tae Ba*ri to l« t i t s e l f be 

—sireatsn1 into i posit ion wherein i t appeared that i t vasn ' t ritally 

t a i a»Mt id t* yaaatttafl conditions aantaalea to at* ful l aap&ajHMft aa 

can bo sustained under generally a t a t t e condit ions. I s la on t a l e ground 

tha t ths strongest objeatian ean be Made to a etahl* prlca aandate* 

8* ?tio people who seek to impose a pr ice mandate look upon the 

Board, aad auita pst>perly X think, as a BBftgJfiQt authority axa-raiein& 

monetary controls* What* arguments ssum, therefore, bs* ae t on taouetary 

grounds, ra ther than on grounds of *aoui;d ta r i t ta t aafl credi t conditions*. 

If they are to be oppossd effectively* 

\ Jh& Board I s In a weak t e c t i e a l posi t ion in stressing I t s role 

as I bi*mk supervisory agency ra ther than as a awaetavy author i ty . In 

th# f t f a t ro le I t bas t0' eorapete with the p o l i t i c a l strangth of tne 

F. B, 1, C, and the Comptroller^ t f f t e a . In (fee l a t t e r role I t t**JH 
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acquire a great deal of support from the large number of Congressmen 

•who are keenly Interested In monetary control, In strengthening its 

position vis-a-vis other Government departments and agencies* Other 

hank supervisory authorities laok this element of strength* 

4« 1 think that there |« danger in being too fearful of the 

added degree of responsibility a carefully worded objective, containing 

the appropriate "escape clauses*, would impose on the Board* The 

Board now feels that its objective is far wider than "accommodating* 

business in the narrow sense of the word, and has been concerned to 

promote as far as it oan an orderly and sustainable recovery* When 

financial writers and others criticize our policy it is on the basis 

of such an implicit understanding* Hence we do not escape any criti­

cism by not having an explicit statement of the objective we pursue, 

and expose ourselves to the unjust and unfair criticism that *?e do 

the wrong things because wm havenft the proper objective. If we had 

am explicit mandate to which our political critics could not object, 

their criticlnas would have to be based on specific actions, rather 

than on specific actions plus lack of a proper objective* 

To take a somewhat analogous ease* If the I* C. C. were given 

power to approve rate changes with only the vaguest and most ambiguous 

of terms of reference, it would be exposed to criticisms similar to 

those we are subjected to from Father Coughlin at al« Actually, the 

present mandate to the I, C. G« Is fairly specific* It reads as 

follows! 

— ^ — — — i ^ ^ ^ M 
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«0* 

*ln the exercise of its power to prescribe just and 

reasonable re tee the Commission shell give due consideration, 

among other factors, to the effect of rates on the movement 

of traffic; to the need, in the public Interest, of adequate 

end efficient railway transportation service at the lowest 

east consistent with the furnishing of such service*, and to 

the meed of revenues sufficient to enable the carriers, under 

honest, economical, and efficient management, to provide such 

service** 

80 far as X know, nobody has held the X* 0, 0, responsible for 

the present state of the roads* Actually, as recent events have demon* 

strated, rates cannot be set to serve adequately either of these objec­

tives. However, nobody holds the I. C* C. responsible for this* It is 

generally held that it did give consideration to the various factors 

mentioned and that its recent decision was about the best possible com­

promise* 

The mandate of the Bank of Canada is as follows* 

"Whereas it is desirable to establish a central bank in 

Canada to regulate credit and currency in the beet interests of 

the economic life of the nation, to control and protect the ex* 

temal value of the national monetary unit and to mitigate by 

its influence fluctuations in the general level of production* 

trade, prises and employment, so far as may be possible within 

the scope of monetary action, and generally to promote the economic 

and financial welfare of the Dominions therefore, His Majesty, 

by and with the advice and consent of the Senate end House of 
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Commons of Canada, ©neet̂  nt i'ollowa: * 

5, Many agenoias of Government couie with justice assert that 

In order fully to achieve their objectives they nmti th# cooperation 

Of other agencies, Thus the X, C, C, could say that in order to secure 

good imd ©conoaicnl service and &n adequate return to the roads, the 

volume of traffic ahouU? bt* atabiliaed at a high lavel and in this the 

cooperation of the Ooveraoent ie neeeesary. This, hOA-avar, has never 

basn proposed. It la recognised that i t s mandate isaraly miya that i t 

shall give •consideration* to various needs in determining rates, and that 

i t i s sot responsible for developments beyond i t s control, fha mandate 

we offered in 1935 was similar to the X. 0, G«9s mandate and dissimilar 

to Representative Patman*a proposed mandate, in that i t did not say we 

must do so and so until, auch and such was accomplished but rather that we 

should use our powera to promote eenditlons conducive to business stabil­

ity* end H mmmmmmsn mm mmmJmmmsmssml JstftfJmmmssml Actuations in the 

general level of production, trade, prices and onplo r̂ment, so far as may 

H ststsstJli mttlsmuJsmi W s l K sWrntsml Jmttsml 1 smmmml Jm^slstssMsmsV 

He could always defend our actions on these grounds, since they era the 

grounds on which we factually base our policy. 

If the mandate la couched in such terms, I think It unnecessary to 

invoke the aid of al l the government, since the mandate applies specif!** 

cslly to jfcj * f of our ^ers , , , 
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0, I f m pro-pom t nandata I shinlc i t would %® a gtiatak® to lay 

*oo amch atrasa on the liiaitatio&a of aonatnry control and th« ascasaity 

of lawking the aid of a l l tha Government, Th& usad&t© should ba COR* 

atmetive aounding, appear to swi&n ®opething, and not gfoi the appearance 

of being tfHHPii jpnidgiafjly aa • sop, £h@r# would be far l«»s objection 

to an *e»oape ceause* than to expl ic i t be l i t t l e iag of th© effectiveness 

of M>a#%asy control, and an "escape clause" would aerve our puypos© juat 

a* wall , The important thimj, I t *aema to ntat la that tbo a^adate should 

state aa objective in general t«-m*« and should direot us to use our 

po»ar« toward* contributing, promoting or furthering this objeotlvo, 

m far as possible within the scope of nonatary action and cradit acteinletra-

t ioa , 

ftiM tttm 
"This AdRiaimretlon baa from tbo beginning pursued a policy 

designed to promote full employment of our hxmmn an£ Material re­

sources, Saat continues to ba our policy, The productive power of 

our workers and our resources, if fully utilised, eaa provide sad 

ttslatala a national income far above any levels wa haw yat reached,* 

"Our program soak© a balaacod aystorn of prices such aa will 

promote a balanced expansion la production. Our goal la a constantly 

increasing actional iaoocae through increasing production aad employ* 

meat. This is the way to increase the real lacome of consumers," 
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*fhie If not a policy of restriction! It Is a policy of 

abundance** 

•Our agricultural, industrial, housing and monetary pro­

grams have been and will be tlysoiot toward thla and.11 

8. I do not think it advisable nor appropriate for the Board to 

suggest that all agencies of the txeoutiv© branch of the Oovernment 

shall use the powers entrusted to then with & view to economic stabil­

ity ana the greatest sustainable employment of labor and of the produc­

tive resources of the aatlonr'-' Various agencies operate under spec!fie 

Mandates ana If the general Mandate we^e ttsken s?*rioualy possible con­

flicts Might arise* For instance, a proposal to consolidate various 

railroads might involve economy in the nm of railroad labor sad hence 

less full employment* 

By applying to all of government it states, in effect, the purpose 

of foveaatiant, which is surely smch broader than this particular wan-

date* la any ease it is hardly appropriate for the Federal Hes^rve 

Board to appear to state the purpose of government*** 

9* X think it important to avoid the unqualified phases "full 

eaployaaat** "2ull*eiaplojment Is never attained except in boost times 

when it is accompanied by night work, rising prices and inefficiency — 

highly unstable conditions. taduring stability requires some slack in 

the labor as well as the physical resources of the nation* Even in 
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*?* 

1989 it ia eati&eted that there was 4 or 6 per cent unample^naat. 

It would be i* mistake to suggest something aj an objective which 

ia both undesirable and which would never give us any justification 

for n restrictive policy* 

10. In th© light of the above consideratione I N p M some­

thing alon?i the following Unset 

*Xn the exercise of its powers the Board shall seek to 

promote conditions conducive to as full esjploynent of the 

labor and other productive resources of the nation as ean ba 

continuously sustained, and shall s^ek, by its influence, to 

mitigate un»tabilisin& fluctuations in the general level of 

trade, prices, production and e^ploynent, so far as aay be 

possible within the scope of monetary action and credit administra­

tion* $o further the coordination of Monetary policy with other 

policies of the Ooverixsent effecting business activity, the 

Board of Governor« shall, whenever it deems the occasion warrants* 

convey to the President, through its Chairswm, its views end 

recommendations on policies and developments relating to the 

entailment of the objective stated in the preceding sentence 

iibteh lie outside the Board*e authority.* 

In support of thi$ prenoeed mandate J would urge tho following 

considerations! 

(a) W© are perfectly prepared to seek to proaote conditions 

conducive to as full eaipiojraent of the l**bor and other productive 

resources of the nation as can be continuously sustained, to far as 

lies within our power* 
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(b) As full csaploym&nt of ths labor and other productive 

resources of the nation as can be eoattuuonsly gustslned. is a 

desirable objective and one whiob haft bean approximated ia the past. 

(e) The mandate that the Board "shall seek, by its influence, 

to mitigate uaetabili&iag fluctuations la the p M M & level of trmde, 

prices, production ami etaploymeat, *ie likewise one that the Board 

eaa accept. We only seek to "mitigate", which le a milder *?ord than 

•prevent** Una word *unst&bili^in$* le important as it permit© of 

wide discretion and Judp^at on our part. fft* word *prlees*|i which 

so many people are latent upon incorporating in the mandate, is Intro-

duoed, but ia such a way a* not to tla our h sets* Instead of seeking 

to secure "stable prices* we shall s#ek to Mitigate *unstabill£ing 

fluctuations in prices*. This permits as to disregard fluctuations 

which we do not feel to be unstabili^ing and m removes the theoretical 

objections to stable prices as a desirable object!ve# At the &m& tlma 

it If difficult for Congressmen to object to the desirability of 

attempting to ©itigate uxurtebillsiaw. fluctuations. Finally, the word 

*uastabili2lng* introduces by implication the co&eept of stability 

which gives farther content to the earlier words *ae can be continuously 

sustained*. It constitutes an additional justification for th« adoption 

of a restrictive policy whfh »ad it m* feal the occasion warrants It. 

(d) Ihe second sentence on coordination of monetary with other 

policies and the gy&ntiag of the right to the Board to state such 

views and make such racomendatlona &a it wishes to the President, 

is designed to accompliah the following endsi 
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1* I t cons t i tu tes t recognition of th*̂  l imi t s tiorir, of wmetary 

control Mi 19M importance of other pol ic ies of the uovsm&ant i f f M l * 

iii«i hMlM»i a c t i v i t y , 

ft« I t eiaphaoises the fact the* the Boar*', i f the me l a ageacy 

devoting i t s t.Uoet study ftftd a t tna t ion to the problem of In i i f l i i i 

fcty.MAity* In t a l l *t>j i t ©aa-ano^s the UqwtaMQ and pres t ige of 

the Board t&4 h*i*ae© of th«i SyftM and to t h i s ax ter t la M eddltloaeJ. 

safeguard or kfee independence of the syetasu I f we i i m i ao responsi­

b i l i t y for general pl&naim we eae.11 find ouraelves One $r*y "coordinated* 

with eocse n&egcy that does* % e Treasury has Just a r e a t a a JJi vis ion 

of Wmeleif freeearoh« 

$* By providis^ an o f f i c i a l avenue of MptMM di rec t ly to the 

President much of the force wil l be teJcea out of the SOatMliOa that 

we occupy an anomalous posit ion of doterrtinlm; poll07 which can be 

qui te at variance with the aims sal p s l i s l ea Of las GtovwraMat* I t 

ieaeeas the need for further "coordination* or "cent ra l i sa t ion* without 

l a any way sacr i f ic ing Hw Board* • ta4fisnrtsnsa> 

4* I t MfcftNffciigoi our s ta tu* 80 en independent SMM7* 3uch 

ins t ruc t ions would naver be iMjiecHedl for e t>ep"<rtr.est» 

5* Whereas,sow, the Boar?* Bight hes i t a t e to M M MM M M M i e * 

t i o a with reference, suy, t f leeel policy, on which i t fcas ^tron^, con­

v ic t ions , on the M H that since i t H o i outside I t s authori ty I t 

M l M appear presumptions and %*idG*illg* to MM) ^uch a laniMieifclOlflM 

di rec t to the President , MM* t&e proposed Mttftate i t MUM b$ i t s 

l ega l duty and would be recognised as such by other ttMMii>« 
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