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May 22, 194L.

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

Dear Ralph:

On behalf of the Chairmen who is on a
trip to the West, as you know, 1 want to acknowl-
edge your letter of May 19 enclosing a copy of
your able address before the National Industrial
Conf'erence Board. I noted that the press accounts
billed you in your previous incarnation, but I
thought your contribution would shed luster on the
System incidentally.

I shall look in a Washington drug store
for a copy of that book you mentioned.

With best regards,

Sincerely yours,

ET:b



FEDERAL RESERVE BANK
OF BOSTON

O

RALPH E. FLANDERS

PRESIDENT Ihy 19,19440

Honorable Marriner S. Eccles,
Chairman,Board of Governors of the Fedsral Reserve System,
Viashington 25, D. C,
Dear Marriner:
Since you probably wish to know what
the Presidents of the Federal Reserve Banks are
saying in public, I enclose herewith for your
information copy of a talk which I gave last

night at the annual meeting of The Conference

Boarde You will note that I was not billed as

.

President of the Boston bank, the arrangements
having been made before that was contemplated.
Sincerely yours,

W ST

Presidente.

A.
Enc.
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Prosented before the Conforence Homrd

Thie nation hos »stonished 1tas)f by its ~Bility to nroduee the

zaterinle for winning this grectost of wors, ¥o heve traly Docome the =raensl
of demoersegye. %Ye have orrivad at the «oint vhere we are 2ble to wrodues and
deliver at the fighting fronts of the world all that the fighting forece of
the United Hatione ean mpmly im sctive eombat. The single cxeentisn to this

~ 48 the supnly to the fighting Troat of eneirsled Chine, and thet prodlem ie
in aetive nroeass of splution,

A esune far even groctar sstomichment iz our sbility to 4o thie while
relessing 211 the men demanded by our Army =ad Savy for netive mervies,

3}411 more astonishing hes besn our sbility to medntain o Foslly high
etenderd of living for the eivilisn population while furnishing materiale
ené men for war,

“hin has not been dons without nrofound disleestisn of individuels,
ferdiies, sad industrien, end of our Unele agonomie snd =olities] institutions,
There woe ond eould heve been no simmle wer to reseh this grest sehievement,
The soverity of th: dlaleentions 1s » mocgur- of th d1ffieulty of the r-cone
stroction whieh we will faee in the transition baok to = necgeetime sennomy,

Thare 12 snothor sinilar signifiesat eorreowsndence-that botveen
our ability to earry on the wer snd simultemeously to meintein o high stendard
af living on the ono hend, and our sbllity, on the other hend, to devote ine
tense thought $o the »ostwar problea while we are etill oarrying on that war.
Mer should be, in the wind of B¢ cre,who 1a dolng his duty in the wer effort,

. aky fusiing of guilt 1 o narellel prosecupaticn with the nestvar problen,
¥ owe our best offorts in thls directisn to She homorsbly dlscharged
m:mm.m services who ars slrendy being returned to the eivilisn

ot
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pavalation, As the wir seprecnches 1ie gsemletion, theve men and women will

be esming back to us ia avelling mumbers, At the end, it will e'nroceh the
sronsrtions of s humen flosd, There will be them o ime for imprevieing
sucenssful mesne of dischsrging our debt towsrd them, We must be nren-ring
now for thelr sbsorntisn heck inte the olvilian ~evulation, with ennortunitiecs
for work, wages, and sroduction vhieh will mateh the eserifices they have mede,

The nostewny pnﬁn. howaver, gons sven deamer then this, For ths
good of our souls, it 1 wise that thoee of ua who sve in bBusiness should
romind owrselves from time to tims of thet neriod wvhich eulminated 4in 1927,

It wna & neriod in vhich there wes no sconfliet betwesn government and tmsiness,
It vna & peried in which there woras, on the vhole, no soeial or other rostraints
to the develorment of sound businsss nelieles, Yot it was & voriod which

enfed in disseter, If the business and voliticsl institutions which suceoedsd
the first ¥erld ¥or renresented "mormeler,® in the ~herse made famous by the
1920 nolitiesl emm-aign, we sust see to At that our course ie sei to return

to somathing better than normnley, Forsnler is not good enough,

The peried of the 'thirtics eulminated in » severe devression whieh,
in tarn, lavolved long-@ontinued maes mmemployment, Yo degelve ocureslives if
ve belleve that sanother longeextended meriad of nezs unem~loyment will nod
sgain result in violent -olitiesl changes for cur nstisn, It {2 astura) feor
ae b0 attridate those nolitlanl ghanges to varties end perasnslitiee, If,
however, the parties an’ persanalities hed desn other than they wore, dongersus
chenges would «t411 have takem »loce, We eannet have snother mch neried of
mase unen-loyment without eom-lete destruction of our axisting eeon-mie, osocisl,
ond nolities]l institutions, Tha future that we free 48 as serious ae that,

0F the mmerons individucls, sacoetistions, 2n! ifnstitutione eoncerantng
thomselves with nogtewnr nlanning, T o= dest sequainted with the Oommittee for
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’ 3
Teonomic Yevelonment, connomly known ae the CID, which 12 endesvoring $» mske
an over-sll attsck on the wroblen, Its work o divided inte two sactione, of
whigh the first i2 the stimmlation of individusl industrics, comunitios, and
firns to make thelr own nlams for the mostewsr nearied, It is highly escentisl
that thiz should be done. The olame wi'l not =11 Be reslized, Some of them
will be oveor-smbitions; sore of then will have $o have their direction changed
by the aourse of events whigh, ne yet, it i= imroseidble to forosee, Yet the
fan’‘amental necessity remains for the engendering of o snirit of '!ntonlgut
forsaight 20¢ ecoursge in American bBusines: ss a vhole, ¥Without this, we will
eneily fell ints & soirit of dafestinn whieh will mske inevitazble the situstion
wiich we droad,
The ether helf of the work of the CiD pelates to = study of the
r quired cconomie, soeinl, snd nelitical instituntions whieh will! reaveit the
fanstioning of individuel enternrise end give it the dast chanen: of mueees2s
in the tagk of meinteining high eemloynent, ~roductio] =2nd consumtion at
the war'e end, The zeome of those studies s indiected by the liet of nroblems
vhieh we now eoneldar to be necosanry of some solution, 'lgst of these studies
are nlready under wayj some of thom ars slresdy rublished or will be wublicshed
wvithin the next few weeks or moRthe,
Among the stndles for th- transition »eriod are the follewing!
Legnone from World ¥War I sad its Artermath,
Liguidation of Yar Production! Coneell-tion of ‘ar
Gontracts and dismossl of Governmenteownsd Tlante
and Surpluses,
Donobilirotion of ¥artime Controle,
Han~ower Demebilizetion and Zscmnleyment,
Provision for Unemnloved Workers During the
Transition Peripd,
Finsnelng the Traneition »f Buginees fra= Ver o

Poces,

Honetery snd Banking Policies ia the Postew 'y
- Trensition Pacled,
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Other studies relative bBoth to the transiti:n snd ths long ran ared
Postewey Tax Nefsr: ¢ Ingourage Tsmloyment ond Praduetion,
Incentivea for Businese lmnansion,
Agrienlturs After the =op,
international Feons=ie Eelations in the Postewnr ¥arld,
In addition M thie, we hove under aonsiderstion 2 srown of studies
of leng run significence, anong whieh »ret
A Survey of Sngll Businees to Pseover tha Sourees of
its Competitive Adventages and Diesdventegee,
A 3tndy of the Vays end Yerms to Combat Demroseions,
Miltee iter Guottease
The latter 1: one which we hame %o bring sut soon, ~asing all the nroveecative
isspes whieh we hove to fage, |
In feelng the nroblen of largeesesle em-loyment, -roduction, and
conmum-bion, ve hove, of neceeeity, oot our sighte high, Onr aim 1o for
amnloyment on ¢ Torty hour basle of from 80 to 68 million neenle, with = net
natisnal outrut of 1770 to 140 Billlone offlzg.lm ner yorr of goods end sere
viors, This efn iz admittedly high, To sat 4t metorislly lower ie¢ to sgree
thet wve will have = conasldeorsble volume of unemmloyment or mnéeremnloyment, =nd
our murn-se is to find meens of aveldiag thet eslom'ty,
Where 15 this emvloyment to be founil Obvisusly,  larce share of
it will have $° be nrovided ia induetry, and the market to be 11124 uﬂg%
from » gencrsl high stonderd of living for the neovle of asur somtry =2 s
vhole, Hwme of the merketa will come fron foreign trode, ond eome of the
reedlting eonswantion will eome from the swghange of goode in fereign trade,
¥e smat be g-rofal that we do not lesd anyeme $o mssume thet industry
ought to or con earry the whole burden of emmloyment in the noastewsr world, The
sorvian ocewpations in any prosmerous notion will bosome of ever greoving ime
nartence ds—s bighls davelamad sgoneme, Mugh of sur gronst miu‘of an 1o re
mont will be found in thie fleld, sndé much of the degired comsumtion of our

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



'

neonle will be in the fore of e-rvicon, A »rofitshls serlovlturs, 22 well,
ia *a sscentinl $o the heslth of the eomounity oe o whole,

3s for as industey il eongerned, the groatest bare $2 the needed
exvansion are to be found in two Toglers, one nerehologlesl, the other »alitiesl,
Az %o the ~eychelogie=) fugtor, there hoa dovalonad in the lost sewretivh »
sodrit ~f dofection in Ameviens lafuetry, Tils fe mot oo mmeh to be found in
ths grost coprorctions 2 in the madiumealized an’ asmellar cmes, The -elitiesle
cooncmie faotor has been the fmwopet of texabion -n industrial sxnension,
sruin far more sewore for the m-diwmesis-d and emall conserns then for tho big
ones, The tus impediments are interreleted, But are net goemletelr somlementsry,
Thers ars other hindranees beoides taxcey there =y other esunars of fofeatism
beeldes taxen, The fleld work of the C¥D ia directed ot the removal of some
of the ether payohnloglcel deterrente, The mesere: work of the 070 in devoted
to other ceononie and politierl dsaterrents in sddition o that of the texm
stracture,

Tgb the effect of taxes en ~ur ncededpostevnr businces m:« is
atill the lar est single frelor, Pov panle sten to think of the pevolntionsry
change $het hoo been -Pought in the fleld of busines= rle ani ewnencion bW
He—remelsssenie—eitr oxiasting ficesl ~oliey of sur goverament, 2 genorstion
ago and ="wre, busines: risk and enternrise, btusiacae loarsae sad euceessas,
were 2ll sn selive »ort of the Ameriesn seonomic sgeme, During that neded,
wvhen nrivate enternrise was ~laping 1te histerie role in the exrension of the
nromerity of the eitizens of ~ar eo ntry, the mﬁu of rie> end enter-ries
ware sveil ble nractienily one hundred ner cent to the invector en! entrenvensur,
fe-ws porsonsl texne have made it imrosaidle for the individus) inveetar to

olsy the wale thet he did a gensration =gos "ecvy Dtusiness taxe~ heve nade
e
4

1t impossidl. for the buelnese gongern to ont of 1te ovn on ne
it won doing = gemeration sgo, The formlation of new tox -olieles which will
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normit the revivel of nersonal entersrise and of bdusiness exponslon ie o vrime
reguirement for th: oxnansion of emmloymens, nreduetion, snd eonswmrtion in
the nostewnr world.

I 4o ot know so sneh chout the rest of the esuntry aa I 45 sbout
¥ow England, Dut frem serassnel kuowledge of wy ewn region, I ean stote that
it 1o fairly boiling with now ifess, nev vrejects, new inventions which, in
the old daye, would have found finsnelsl beacking, Under sroczent genditions,
ne iavestor would wiselyr sumnort these things in the way that wes nstural to
his fathers and grondfethers, Werst of =211, the wvholes finsnelal orgonizotion
of the region has Built itself about the new situstion, Wi sre elosed whieh
used to be oven, Hors snd eyee ere desf snd Blind vhieh used to be keen, This
wast nst sontinue,

i spoenerons sgriculture s » nrimary escentis] for = nromerens
Amorion, But to be prosperems in the desadre shesd of us, 1t 1o my delief
thet padicnl troneformotions mmet be mode, A gencrsl high stander? of living
will meke now $ymee of narkets for Americsn a.viculturs, It will mslece the
veanishing foreign markets for such etsmlos e whest and eotton with growing
maricets for & highly vroce=sed sutvut, =uch se meat =nd dalry wroducts,

e maast, furthermere, come % "n intermal balance botween industry
and sgrieulturc, Mere are 1imite %o the smount of food whieh a amily esn
enjoy., There ore no such dnn limites to thelr dersires for gonde emd services,
Prosporous industry con wort toward the aseletemse of sgriguliure in tws dife
ferent ways, It con vithiraw from the soll =my ezeess of lobor nower not there
needed, snd 1% csn furnish » wrefit-ble market for the r~roduats of the soil,

In dseressing the memower sniineressing the merkes, 1t will relse the reresnt-
sgo of -ertfeluation in the nstionz] consumption which the farmer enjeys,
Neoithor the iadustrisl groun nor the egrieultural grou will nrosmer 2t the
ex~ense of the other, They will nromper Sag-ther in the sttaining of =n ineressed
nrodnotion,
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¥iie vroblem hes been recognized snd undertaam on o regionsl basis
in the State of Missiselvol by o movement known os BA¥Iewl do not undertske
to pronomnce 1% 20 2 word, The inftlels etend for “Balence Agrieulters "ith
Indastry.” This wee » steteesubeidized movement to bring indastry inte sn
sgrisliural ores, snd wae thus » sneelslized smmpesah t2 the general ~ro-
blems Ite history is reeorded ia » vomrhlat recently ~udlish-4 by the Federsl
Rosspve Bonlk of Atlents, Something eon be dome on trie roglonsl besis,

but the nroblem must be underteken on brecder lines anl an & netionsl seele,

This new balence between agriculture and industry should perait
and foster & high regerd by the farmer for his oscupations There are some
reglons in whieh this regard is alrendy highe The State of lowa and adjecent
rogions are a case in polats No one oan visit the campus of Iowm State
College at imes without feeling that he is et the fountainhead of & sentiment
uhthdlmltymde&otlivmonmﬁoﬂﬁuhflmmthodwh
adjolning regione

This senbiment requires for its mourisiment & high economis status
for the farmers To the extent that his material condition can be luproved
olsewhere, the needed nowrishment will be provideds The sentiment will not
necoscerily fjower spontancouslye its gemeration under fevorsble conditions
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must beceme & part of the edusation of the young, i the farm is to perform
its economie functione Bepecially muet this be true if it ls %0 regain and
retain its old-time place as the mwrsery of leadership in Anerilcan life.

Soxw favorable syptoms have appeareds In my own country for
ingtangce, the Loys in training campo and overseas are writing Lack te the
folks at home exprecsing the desire to roturn vo the farm rather than te go
out to make places for themselves in tie eltless Not too muoh dependence
can be place on thise It may be in part the nutwal homesiclmess of the
bey Jiving & 1ife wiwge every condition and whose every move is determined
for him fyon above » o life in which ther: is no priwacy and little private
initiatives m.@m sentinent be more onduring, it cannot
be expected to persist unless cwr economie structwre is such as to give it
& solid foundations

As to foreizn trade, it is ny belisf timt a dependence may be
placed won it thet is nt onoe oo broad and too shallew, The solidly based
elements of our foreisn trade lie in the exports of mmss produced durable
goods for porsonal, househwld and Lusiness use, and highly developed manu~
foctwring equipments in those things we can give more value per dollay
than eny ompeting natione Ve must maintain that positions it is doubtful
whother the old staple exporis of wiwat and cotton can maintain thelr place,
nor is it clear that they slwulde As explained previously, owr farns should
be devoted %o more highly prosessed products.

' These exports in which we are fitted to compete ean be in such
large volume that they will sufflce to pay for all of our needed imports
{of which thre are many) and for certain specinlties as well, which other
peoples oan produce more skillifully or more artistically than we cane Gome
of these imports may at ¢imes have the appearmne of displacing our own
workmen, but that lscue will not Le ralced if ow own internal econowy proe
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vidos its proper share of profitable productive employments If that is
acoompliched, most of the political prossure agninst lower dutics and ine
orcased fereign irade will lose its forces There i no othor way to reduce
mmsmmmmwjﬁm
m:.mem;.huummmamwamr-
ous postesmr worlds Thore extreordinery oconditions during the
poriod of relabilitation wiiloh will call for a certaia amunt of outright
pift and & cortain mpunt of capital assitbtance, As timo gose on and the
resources of the occupled regions are seen more clearly, these two elements
tond to diminish in megnitude from the figures which filled our imagination
& your or two agos The capital expenditures at any rate, although outside
the routine of regular lnvestawnt, should in the long run be of such nature
that they pay for themselves and become saffe though slew investments.

We are loaking then for a postewnr world of high employment, high
production and high conswption. A wvery lapgopercentage, however, of thw
mnetary retirn from this productien will have to be diverted through
Govermontal clennelse Tiw Pederal budget in Lime to come, under whatever
perty adninistered and with wvhatewsr striotness of control and expenditure,
casiot esonpe belng Doy higher then the postewer oitisen would have doened
4% pocsible for owr vconowy to endure. ;

MMvmmmstuumem
mvye There will vo wilmown requirements for bomuses, education, reesstablishe
mont, etos, of rotwned soldierss Thore will in partioular be that six
billion odd dellars of interest on the metionsl debt, Some statisticians
u«muuonuuumwnumamumm%-
with more earefully sharpened pencils Lelieve we can sgueese by with
18 billione o responsible investigetor caros to figwre the amount teo b
mich leste
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These {igures menn thmt as producerc we shall cpend a grestly
increased pereentage of owr time working for thove wivm wo ordinarily think
of a noneproducers, Just as wo work to swport the policemen, the [ irdmen,
and the sochool system in owr looal govermuentss Uf course these are not
really noneproducers, for in them we buy safety, protection and educations
it is en area, however, in which we have looked with less serutiny on tiw
valus wo get for owr dollar than is the oase when we do owr purclmsing at the
mnrket or the depariment stores Mhile these seeially produced goods and
services muct 2ot be neglected they must not got too large by default,

The argusent lhns been made ns to service on the debt that an
enormous aaunml interect payment does no herm since "we owe it to ouwrselves”,
Unfortunntely neither you ner I nor anyone else except the mythionl average
citisen balamses his tax contribution to debt interest ageinet his interest
rocolpts no o bondeholdors Tho fact thet six billions of dollers, more or
lons, will o redistributed by whet are essentédlly srbitrary moans instead
of by the processes of produstion and trade weans, that wplamed for dise
logntions in our economy will be set upe This fect will make the establishe
mout of a siable economy more difflicult in the world to come than was the
case in the world that wase

This thought retuns us to the problem of Govermment organisation
and operation in tiw world to cvmee. The list of research problems which 1
read esrller indioates the complications irwolved in liguidating controls
and leads to the susploion that it will Le impossible and perhaps undesirable
to go cumpletely baok to the degrec of f-eedom from Pederal control walch we
enjoyed a gensration egos Ve wish to and must go back as far as we can without
losing volwse and stability in owr wployment and productisns Some degrees
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of control wo mu ¢ retaln, come new elements wo muct lnvent and applys
mmm.«wamm%mw
ocononie machine more nearly in balance than we sucoeeded in doing in the
20%ss Ve mny ressonmably hope, however, to liguidate a reet porcoutage of
the control whioch developed out of the depression and which proliferated |
during the ware

But with the necesaity for more control than we lwd Lefore comes
tho regquirenent for come fundemental clmnges in owr Govermmente The balance
contemplated by the Constitution bLotween legislative, adninistrative and
Jwiiolal powers mpy mot be fitted to perform the highly technicel eoperations
vhioh the prosont and the future roquires It 1e not possible to depend
completely on logislation to define and contrel funotions which must be
adjusted to sudden changes in balance of cwr economic structures lbre
dependence must be placed on teclmicianse The problem of giving power to
tochnicians without taliing the downhilll road to the totalitarian state is
& problem which wo muct face and selves In genoral the answor would seem
%o lie along the broad lines of aduinistrative bodies set uwp by legislation
with purposes and areas of policy defined by legislation, with each
politioal sdminictration given it due fraction of persomnel to appoint or
reappoint and its due power of influence on legislation for altering policies
or sotivitiese The details must be laft to techmicnl copetences The
Congress eyl the Administyation must themgelves gain the self diseipline te
allow Sochnical compotence froedeon for the owrrying out of bLroad policies
vihiich they themagelves dotermines DUloos of solfl interest muct likowise
develop self diseipline for thelr owm largor Interectss This is e large
apder but 1t i the price of progrecs and stability.
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Aoomg the bloos of sell interost vhich we will meet, aside
fron the enclent and now enfeobled bloc of business interest, will be
the gelf interost of sooinl securitys Ue must be prepared for a more ine
clusive dogree of secisl decwrity in the world wo wre coning inte, This
is & corollary which arises Lmmdintely out of a depression in which our
industrial economy relapsed into conditions in whioh the individual was
helplosse ‘e cammot and should not escape the results which ouwr failwre
Lrought upon use

But increased sooisl security belngs its owa problems, partie
cularly of a moral natures Pecple nz & wole may negatively and unfertunsto-
1y rest on social securily as thelr min dependence, thereby losing
initiative end msbition, and hoping to piek the frults of industry end
ontorprise fyon trees in the gerden of idlenssse The road Yo this event
h&MMm

On tlie othor hend there is the possibility tihmt thic broader
swport of goclal seawrity sy be made the foundation of & new spirit o
sw?.uq With the basio olements of lood, clothing and sheltor
asewred, why should ot the young people of the lutwre be more willing
to risk their tinme and energies and thelr resowrces on new and doubtful
wrlertalings than they lmve beon in the recent past? This road is
narrow and It is wp hill, but is full of interest and excitement. low
oan wo direct the young toward it?

1 recently purchnsed in a NexYWork drugstore,on & sudden
Lpulse, one of the most rearloble books of owr timws It was & largaret
M“w. 1 was attracted to it beesuse I had been inbercsted in
gone of her earlior workse As many of you know she is an sntlwropelogist
of renvwn comected with the Musewa of Netural Iistory here in New York
Citye The si-nificant thing in this book to mo was & series of compari
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pons between gosial ergenizations and ideals and the persomal morsls and
idenls of a group of tribes in New Guines, in the region in whioh the
vecont fighting has oocurreds Those tribes were closely related in blood
and in thelr physical surrcundings, yet thed® institutions and personale
itios ranged fras the effeminuse through the ideslistic to the blood
thirsty, with strange emchanses of male and female temperaments and
eharectoristies Letwesen the sexos. :

In exanining the causes of these strange differences lirss lead
ceme o the conolusion thwt 46 wae all done by the kind of education
fposed by the younge It was done by "indootrination™. Yo may drew fyrom
her experlence conclusions which are both terrifyling and hopefuls Terpifiye
ing because thoy demonstrate in & sl sonle vimt has been done on &
ww.m:mymm-mmmwmmmmm
ities of a general advance in the wellebeing of the next generstion, if
only we oan agree on reslistically idealistic courses of thought and action
for thelr whringinge

The home, the sohwol and the chwrch must work as ones The
realistic ideals, purposes and attitudes must be generally agreed upon by
the meators of the coming generations Mrom this will spring the self
am@wmummmm Prom this will spring the
solution of the problems of demveracy in an ever more complicated and
technionl ages Tithout this we take the broad and dowmmrd path toward
hGessiomaidhl ies ond ultinate totalitarian subjection of ell classes of
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