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February 2, 19U5-

Mr. fialph E. Flanders, President,
Federal Reserve Bank of Boston,
Boston 6, Massachusetts*

Dear Ralph:

This is to thank you for sending me a copy of the confi-
dential document you enclosed in the regular folder sent to the di-
rectors in advance of the last meeting. I was much interested in
reading your own memorandum as well as the article from the United
States Hews, which I agree is an excellent piece of reporting.

It goes astray, however, at one point, on page 2, in say-
ing that the Government absorbed total savings for the year of fitf»1
billions and that this was the Federal deficit for I9kh» The deficit
was 152.1 billions for 19UU- Total expenditures were $96.5 billions.
Income tax and other receipts were $ltU.U billions. The difference,
or the 152.1 billions, represents about $2U billions of financing by
the banking system which, of course, does not represent absorption
of savings but does represent creation of new money.

With regard to your own statement, I thought it particu-
larly well done and would take exception only to your remark that
recovery policies were "based on suspicion of our fundamental princi-
pal of social organisation — the profit system**. That there was
confusion and cross-purposes, that there was no comprehensive and con-
sistent plan of recovery is a fact. It is also true that some people
in Government may have had suspicion or dislike in regard to the profit
system. I am not aware that these people were in places of high
policy-making either in the Administration or in the Congress, which
has to approve and appropriate for recovery measures, of course. This
holds true for the whole period beginning with the HBA days right
through to the war. Certainly NR& was not based on any such suspicion,
but was a brain child of the Chamber of Commerce. The spending program,
to which the Administration was driven by necessity rather than by any
conviction, was intended to help the profit system. However, I needn't
labor the point.

I think you brought out very effectively that any such ob-
jective as that of Sir William Beveridge, namely, that there should be
"more jobs looking for workers than there are workers looking for jobs",
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could not be achieved without regimenting the whole economy from top
to bottom. As I think you know, I am not and never have been for
any such program which would doubtless have to be financed by
perpetual deficits. Anyway, I think it would spell the end of the
very system that you and I would like to preserve.

With best regards,

Sincerely yours,

P.S. Incidentally, in ray speech before the Hational Industrial
Conference Board I used the figure of 5& million as representing
substantially full employment, and felt it was more realistic
than the 60 million figure which is being so widely used.

M.S.B.
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