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September 15, 1956
PBRSOML AMD CONFIDENTIAL

Mr. A. P. Giannini
Bank of Arerica.
San Francisco, California

Dear Mr. Giannini:

While I *as away cm vacation there were for-
warded to me your two personal notes attached to commu-
nications received from Mr. S. R. Latshaw, President of
the Butterick Company, and from Mr. Joseph E. Goodbar,
President of the Society for Stability in Money and Bank-
ing. Since you invited comments regarding the communica-
tions, 1 am making bold to follow your invitation.

The communication from Hr. Latshaw enclosed a
proposed pledge which the Delineator is inviting its read-
ers to sign and send to their congressman. This pledge
is a part of an article by Mr. Eukeyser couched in the
form of a letter from a wife to her husband. This letter
describes an imaginary meeting with some well intentioned
ladies in which they took their congressman to task for
his part in the reckless e?;peaditures of the government.
The message is about the same as that contained in most
of the magazines today which cater to national advertising
and hence follows very closely the official propaganda of
big business. As to the pledge, it is not so bad, espe-
cially since it declares itself against "‘unnecessary Fed-
eral expenditures for indefensible projects or jobs in my
commacd-ty"'. 1 don”t suppose Mr. Hopkins or any of his
people admit any desire to carry on indefensible projects.

The fundamental error in Rukeyser®s article and
in the declaration is as follows: ‘Whereas our nation is
bat a collection of families and, even as one family which
lives beyond its iIncome must run into debt, so most a na-
tion." This statement is perfectly accurate taken by it-
self, but it contains an insinuation that since it is un-
wise for an individual family to live beyond its income,
therefore the government should never live beyond its in-
come. Following this argument to its logical conclusion,
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the government should have spent less than ever in 1951,
1952, 1935 and 1954 and should have spent a great deal
more than It did in 1927* 1928, 1929 and 1950 when It

was accumulating surpluses. This iIs of course a large
subject but it seems perfectly obvious to me that the
nation may at times be required to do precisely the op-
posite thing that is forced upon an individual family*

A fundamental objective of government must be social and
hence 1t must govern its activities, including iIts ex-
penditures, by considerations of public welfare and not
according to the receipts or income of the government
during any Ffiscal year* It may well be therefore that

in the late £0*s the government should have paid off more
of its debt and left income taxes where they *>ere instead
of reducing them so as to compensate for the grorring over-
ezp&nsion of business and private ©pending during that
period. And it is perfectly obvloue to me that the gov-
ernment was forced to expend many times iIts annual income
to meet the emergency ?rhich is now just passing®

On the whole, the Rukeyser -article is not so bad
even in spite of the fundamental misconception referred to
above, for it does contain one healthy idea, namely that
local communities should not be forever demanding appro-
priations for their particular benefit as that simply means
that their congressman must trade with congressmen repre-
senting other communities ad. thus swell the total govern-
mental expenditure for various local projects”eome of which
say not be useful from the economic point of vie*. |1 don’t
think any reply of yours, however, nould do any good as the
Delineator is undoubtedly in the same political camp as the
Ladies* Home Journal and the rest of the Curtis Publishing
Company*s family.

The commiaication from Mr. Goodbar inviting you
to become a governor of the Society for Stability in Money
and Banking is too vague to evaluate. The purposes of the
Society appear to be fTairly intelligent and rather suggest
that the Society will be broad in its program rather than
narrow. It is not indicated, however, who the people are
behind the movement and for that reason I would suggest
that you pay no attention to Mr. Goodbar*s letter unless
you have other information on this phase of the matter.

Federal Reserve Bank of St. Louis



Mr. A. P. Glainini - 5

My chief is due iIn San Francisco about the tine
this letter reaches you and very likely you will hare
seen him about this time.

With kindest regards, 1 an

lours sincerely,

Lawrence Clayton

Assistant to the Chairman

LC/fgr

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





