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* Jeast, inflationary pressures cin be halted
through the use of indirect contrals without
" the need to resort to direct controls such as
general price and wage cellings-and ration-
ing. Ipdirect controls, if stern enough, have
the gitat advantoge of getting at the heart
of the inftationary process Which lics in the
oxcessive, #ffective’ demand for goods and
Bétvices, They also have the advantage of
not titerferfiig’ with the freedom“of cholce
of Jndividuals.. On the other band,direct
contrbis deal marely. with the symptoms of
intttont without getting at the basic causes,
and fon {)its reasgn should be employed only
23 a last rasort.. ¥ren thon. §3 be effective
thoy muiat,bs .g,{mgmloqb{o\gwmm in-
direct contrdly, ” N'° e dad N
THE MEASURNSARIEICH  BHIOULD . SE TAKEN BY
COVERNMENT . . '

Fighting Inflation

’

EXTENSION OF REMARKS
’ or
HON. IRVING M. IVES

OF NXW TORX
IN THE SENATE OF THE UNITED STATES

Monday, February 5 (legislative day. of
© Monday, January 29),1951 . .

Mr. IVES. Mr. President, I ask unani«
mous consent {0 have printed in the Ap-,
vendu;‘ of the Rxcorp: a_atatement_en~,
3{:’&, Fighting mﬂauorig‘upulz!isnea. by

- - P - L]
fca. ﬁlwm‘iﬂk&nﬂ 031&‘!?31 The basic reason. for the inflation. we have
I851 . T T ST T | an eapeaied tmier Eha oe supeih Of Sonts

e YL L LIRS AN . T 3 - a y 8
‘There being no objection,.the state- -,,,,.-.E:m«..o that the Rey:td an-offective
ment was ordered'to be printed in the | Aght-aiminetirising prices is & well-roynded
Rlpou,uas:{onows: " -4 progruscty Governmant directed towarl re-
O ".*."rr‘a!ri'pgs IntratioN, X g?‘:t’;‘?mﬁgu'vo money mppl? tg: the unds
8ince the autumn of 1939 we have been '  The volume of bank depoaﬁ: and ¢wrrency
experiencing a price inflatlon which has- held by tho public has rison-fram $53,300,-
brought about a decline of 43 percent in the 600,000 at the end of 1938 to $173,000,000.-
purchasing” power- of the dollar, with the. 000 at the end of October 1060 with a
Inrgest pars of this declipe taking place sinco: sharp incraase of $5,900,000,000, pceurring
1the end of World War I1. This steady depre-! from the end of March throush -October of
clatlon in the purchasing power of our money{ this year. Furthermore, in, recant months
has jnfilcted hardehip and privation on many ! money has been turning over al a much
'whose incomes aro fixed or relatively cone| faster rate. . Ths moasures ndopted by Gov-
stant, and it has scriously reduced the real | ernment, therefene, shoullt regirict not only
valus of Accumuiated savings. The infatlon | the current income of the pubilc Lut also
which we have alrcady experienced is bad| the accumulated money sypnly. Theso
enough, but with the outbreak of war 1n| measures shoultt include.the foliowing:
Korea wo are suffering an acceleration fn the, Increased Fedaral taxatlon:, The mllttery-
upward movement of prices, ' { preparedness program in its present dimen-

‘The basic cause of thisvevelopment 1g that slons and alt other Governmeny-expenditures
the demand for goods and scrvices by the should be cartied on & pay-nasyou-go basls,
American peopte nnd Government, supported The taxed chossn to ratse additions! revenuoe
by a record-brenking volume of money out- should be geared to cut direptly. into tho
standing,'is running far ahead of the availe | masa purchasing power which has-given riso

»

.
+

.and held in check if steps along the lines s not enough
-outlined below are taken in time by the Yemects
Federal Government. For theipressnt, at

able supply at existing prioe levefa’® With

the very high employment of labbr and other

resourges which exists in our econamy today, -
thers’ is Yttle opportunity for a- rapid in-

creaso it natlonal outpft’to meect the ex-

panding requirements of'offr mititary pro-

gram. . To an {mportant dezred, therefore, 181
is n y to divért cjifed Output from',
civilign* morkets to {Hé Yifthey- program.
Unde§, theae c\rf'.wp'}‘ﬁ’r ? $1.Grder to pre-.
vent serlovis infiator we ¢rAfiiuih must com-*
pensate-for the ' ingrrhdiiy dlifiniit of the

Government by yestylifing odFdemand to the’
supply of n afgl peryleei¥inich can bo’
madevaliable at At pridh Yevels,:

The as.m.wo.l[fw[l!aumncé phiitynalders
have a'vital stake i ‘rging upoA ‘thé Gove
ernment thug i afift t?mm be empitbyed to
fight lnnnttqn,“ s Arisés from the fact that!
an erosién off phh‘purchasing power of the:

doliar gute inf8¢he vathé of savings which,
policyhoiders v accunilated through Jife’
insurance,” As a matter ‘gf fact, of course,"
inftation exerts an, excecdingly adverss effect’
upon most savers; but’ #{ mtst not be as-’
sunged that inflation will affect only accu-.
mulated savings, The history of past infla-
tions demonstrates clearly ttiat when prices
rise nt & rapid ratg they generhlly outstrip
-incteasos In ‘wages. imd ‘salarles and other
forms of currént income.®’ ! At
Moreover, ténce. ,teaches us the
lesson, that every lirfiationary boom has ultls
'mately led to!s collapse., An economic cole
Jlapse would be disastrous’st that it wouid
Play Into the hands of the Cammunist world
and would involve in Itself » serious threat
toour freedom, It is nateworthy that Nikelal
Lenin, the prophet of modern carmmunism,
‘held-that debauching the currenty is the
best way to destroy & country. -
Alarmed at the rise in prices whish got une«
der way, with ths outbreak of werln Korea,
Congress acted promptly In passing the De-
fense Production Act and In enacting an
increasd in personal income taxes, In addi-

-

to Infiationary forces,® Lt

A broad extension of exciae iaxes, or tho
imposition of a genersi spending fax, should
be glven care{ul' eormsideration. - Xhis tormn
of taxation 1s a deterrent ta apending
and an cncourrgement 49 sying both be-
cruse of tho fax el and hecnuse of the
psychology of i3, 5 Tive Anx.should nnt he
applicable to necemitles such ag food and
clothing at the minimum level, *

A turther rise in personai Ancome taxes,
when required, should be levied across the
board on & stralght percentage Jincrene,
A sharply graduated income.,tax will fail
short in ylelding revenue and will weaken
the Incentive which 1s needed. for hardes
and more cffictont work to Incrense produc-
tion. It should not be forgotten that over

a period of time expanding production ia: :un.hef

probably the most effective
inflation, P

When it becomes nocessary to place ¢
henvier tax burden upon corporations, this
should be done by increasing the present
corporate incoms tax, An excoss-profits tax
should not be employed becauss it is dis-
tinctly inflationary in .that it lends to
unnecessary corporats expaigitures and dia~
tc;mmgea efiiclency and 'increesed ' produc-

vy, L
- Reduced Government éxpenditures: As all
individuals and business concerns will he
called upon to cut their expenditures dras-
tically, clearly it followa that all nonmilitary
expendityres by the Frderal, State, and locnl
governmdints lkewise should he cut to the
bone. This requires, particularly at the Fede
eral level, a searching reexamination of ths
peacetime functions of Government and the
elimination or pruning of many activities,
‘With the additional demands of our military

way to combat

program the burden of Clovernment expendi~

tures will be crushing without continuing
to carry many items which were put into

the Fedoral budget in the postwar period.-

Furthermore, although our military program

-):-ﬁaxg}'{ > with

stono in the fighi agalnst indation, but 1%
to do the job. Its restrictive
could be defeated by an expansion
of credit.and a resultant increase in the,
monsy supply, os well as by the spending
of Jiguid aseets which are now .held in
largeyolume by the Amprican people. .
‘The action which has already been taken
by the Government to curb reel-estate and,
consumed:credit Is highly commendable be-
enuse much of the current infiationary boom
llea in the housing and durable~fonsumers
goods flelds. While we do not llke'to ece
housing, sutomobiles, gr any ofher such
goods flented 46-anyone, it 3s to the.best in-
terest of all of U8 that the Government re-
strictions .havi heen put into’effact, It Is
imperative that' the resl.estdfe '‘apd eon=
sumer tredit controls boe'watched ‘carefully
in order to Insure that they.ttave tha dreired
restrictive effoot, huk iE 14 nol ¢ , to el
sololy on selective credit copgtrolys: =4 ¢ -« ¢
The Federsl -Reeerve “Board Aotild have
freedom -to éraploy fta’ genekal® credit-con-
,trol powers imr-order-to exert “if§ maximum
influerice In theZfight aguipst. inflation,
‘Steps which have kizeddy been-takén by the'
Fedoral Reserve Boardl o ‘riise -the redis<
count rate; and ‘4ti” efforts: through ) open=
‘market operatiod’-to- tights' commercial
,bank credit and thus to bring about a xise in
short-term intervat rates, have been in the
right ‘direction. The samo is true of the
Treasury's recent declsion to ralse’the rate
on 8-year notes. ‘The gulding principle here
should be that the Federal Reserve must be
permitted to 7peatrict bank credlt even
though as & reault tnterest rates, must rise,
Neither the Government nor the American
people can afford o palicy of easy money and
low Interest rates in a perlod of strong
foflation. . .
Anil-inflatjonary public-debt manage-
ment: Through public-debt management the
Treasury can and bas influcnced the money
supply. Much of the Federal debt issued
during the war and postwar period is lodged
in the commezgial banks or the Federal Re-
serve banks the resuitant ellect of a
grently expandficsd monéy supply, During the
next several yeary the Trensury will be faced
with heavy ding of maturing debt, and
its policy in' managing this debt ahould be
directed toward getting a substantial part of
the debt out of the banking system into the
hands of saverg. | ”
 The constrdctive éffect of this policy would
‘be to reduce tht imoncy supply in the hands
of the genhprpl public. Any new lssues of
CGovernmeljc..@abt should be placed outside
tre banklxg s;atem.  In order to accomplish
these goali. it will be necessary for the Trenss
ury to mAk¥ Ma securities more attractive 0
all types, (¥ investors, which means essen.
“tinl}y a RI&KoF rate on Government securities,
R mnEF %ke-prlce policy: The Governs
miny, concerted efforts by its varl.
pus 'brapphes' and by means of appeal t¢
Spubtte 98“}300» should strive to provent
Y + févelopments of the wage-pricy
&1:1!.’ Jnis means not ‘only the avaldance
‘yhpe. oA _ealary .increases designed ¢
the cost of living—ft alac
MU the ayoldnned by business of une
wirnthien pricd ‘increascs, The varlow
&x"ryzﬁiﬂ of indirect control urged in thi
£

N
“Btizement will fall unfess at the asme tim¢
:$he ‘Thovernment, with the cooperstion of
Jhrit and@ mensgement, euccseds in holding
diwy e umge-price spiral’ By the sam¢
‘;oken.‘ the éui'{m als'urged hgeln are usef
Hully, myuch, Tausp far the wage-prict
spirsl wi) . cbabreg, -
. COGPLEL TIDN: MX.ENDIVIDUALS AND BUSINESS

The- outitned above can go fal
toward: "“"‘f,{‘m" price inflation; but
1 the, 1A anelysis their success will depenc
‘upon a tuereugh understanding by individ
unls.and hawincss of ‘the forees w 8w
rise: to infudon along with:the measures
necdad to pombat-it, "With this understand.
Ing ;the Apierican . publis sind-busimess cax

Ssmnted npon.to cooperate withn deter
attaed progmam by Government slong thi
Aines tet dorth -here 4 fight inflation,-
‘s The myiyeloments of action by individual
and husiness concerpa in.the fight againe

tion, the Federal Reserve Board and the varl. ' must be sufficlently large to play our proper inflatlon arg clear. Both groups shoulk

ous Government housing agencies‘have acted
quickly to tighten consumer and real estate
credit. ‘The measures taken so far are ‘com-
mendable, but they must be broadened and

ened if we.are to win the battle

role in.the preservation of freedom through-

out the world, at the same time rigoroua care

should 16 exerted to insure that military
ezpenditures are- made efiiclently and with
a minmum of waste,

Tightened monctary and credit controls:
A Dav-as-you-go tax program is ths corner-
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keep their spending for nonessentials at an
absolute minimum and should bend every
effort to increass their current eavings. Ex-
isting savings of individuals in the form of
war bonds, bank depoxits, and 4n-ather liquid *
forms ahould continue to' bs held out.of'
the spending atream. Pusiness concerns, s
well aa individusls; must,refrain from hoard-
ing gooda.. Berupulous ¢arg should he exerted
by both groups.tg conform,with rules and
regulatiqns prémulgated by the Govetnmens
to contrpl such. thinge,ay real,estato. and
consumer credit, 'L D DL
Finally, Iabor. mﬁ Jariagement ahould co-
operate in- stopping e, further, ¢ise 10 the
wage-prico ‘spiral] ,;Bgaf BacTifica by all of us
1s needed {o. wage, & successiyl Aght agatnst
inflation, - "Tha ‘pbleotive. s aa compeiling
thut we muyt maks iBat ‘Sacrifice, and it
Wi bo mada: duly. {f efieétlve controly dom-
. LAPUMEARR e
o:aptumd’or. 10ud e have expers’
lenced a declite of' 43-pererdy In the' pur~
chasing, ‘gt thaZmithe, r and wlth the'
outbresk .of! the ! Rodéani War we are now
suffering: 81 aoceflerdtion Hin the:. ypward:’
movernent hi'priord Thebasie cause of this
development{s .thes, the demand’for goods
and services: by »tie Ameriean people and
Governpient, ‘supperted-by~a record-brenk-
ing mogey.bupply,ds.rimning far ahead of
the aveliable supply. of goods and services at
. present price leveds.. Eightysthree million life
insuraicy policynoldars,: tri: the interest of
proteotiug the vatue ot thetr.insirance, have
a vital stake Ih-urging upon the Govern-
mnent that a siiff program be employed to
fght_fnflation’ Thé Mtin’elemonts of this
program,;.which ~invaybe . directed ' toward
reducing the nfonpy 'supply-in the hands of
the publlo, gre-A8 followass * L
1. Pedergl: taxadion -sbauld be: geared to
carry :the» mu}mm; preparedness . program,
at least lhy itx* preqent - dingenstons; and alt
ather .Qoyernmdng- €xpengitures on. n pay-
as-you-go, haslais Taxes .ghould be .directed
toward { Umiting! - sjvillan . spending to -the

7

avuumzﬂiragpplsgﬁdt §oods_and services at
! -t

«

existing price levny, - ' . -

. Al MonmiBitory  expenditures by, the '
Federal; Btate, hnd local governments should
be cut {o’thg HoBE asid every effort should be 1
made {o'Insttc that mititary expenditures are
::ad: Ak‘;l?(:}miﬁ; ﬁ:ld -WitB, a minimum. of

0,7 et AN L T L
3. 8¢ e,ggg‘:‘ redif Sortsbls euih s tibs
to conirol Yesl pstite snd. conjumer credit.
stould by emfrioged ik (illy p&-necossary to
restrict credf in cértain boonk ireas, and the
Federal. Rescrel Authoritisg mudt have free-
dom to teothel¥ ‘peneral tredt{t'controt paw=
ers 10 drbAfF €% Woney ¥lipply dven though
as 8 remudy Interdatifates-must rise, Nelther
the Obveimment' or the“American peopls .
can affird: 4 Poliey of eavytmoney and low
interéa-rAles In A’period of ‘strong inflation,
4. In Ystanding Ohe publlk debt, Treasury
polfcy- ghould ‘bt dfrected ‘toward getting '
substattid] part bfAhe debt out-of the banks |
ing systeny Intoethe hands of savers, thus
reduciyg the moheysupply held by the gene'
eral public: © New. isswes showdd be made at- |
tractival,enoughi tawde placad- outside. the
banking-systesn.' 3L f - oo e
5. T'he :Gdbgtiifoent ‘and business Whiantd
pursye: vigorstisly a-poliey  of discoursging
further younds fn- the wagé-prico spiral, +
These {2y 460 bs employed effectively by
Qovernment.- £ halt tnflation, but only if
fndividuals ahd “business' concerns  coop-
erate fully b¥ cutting tholr spending to the
bone-.ang; ¥y inGrersing -their ‘savings,-es
we!ln'__ conforming (n letter and spirig to
the regulatd sueg by Gaverhments - Y6 ¢
will retjvirg Yéal-ecorfomlc sacrifice to combat |
the fgrens I Communiat aggression succasta |
fully'withougtncurring further infintion, bt
the Americon publtc, given sound lecaéeshlp .
by Goyerament, can be.covated upon tG°
make that sacrifice. 4 -
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" EXTENSION OF REMARKS

. or
HON; JOHN W, BRICKER
e S et iy
w T /%%'T‘E"Q&EA B . ot STA«m
.- Monday, Mereh. 5~¢legiglatire day-of ..
il sMondap;darxery 38 ,"4951-“-? R
L iew g wmc Nepgrie IR E BN 7 22
My, BRICKEH, M., Brek{dgnt, T asic
unanimous consept-that Ahove-be printa
ed in the Appendix of the Recorp an-adi-
torial entitled ¥Stop Stoking Infation,”
from the Chriationn Solence Monitor of
Monday, February 12, 1951,

C
H
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Herbert Hoove}g A Propbe\t_WitHWi:ion

EXTENSION OF REMARKS -
HON. KARL E. MUNDT
’ . OF BOUTH DAKOTA ' = .
IN THE BENATE OP THE UNITED BTATES

Monday, March 5 (legislative day of -
Monday, January 29), 1951

Mr. MUNDT. Mr, President, I call
nttentlon to a challenging cditorial on
American foreign pollcy and & most re-
vealing summary of some of the remark-
nble prophecies and predictions made
through the years by that great Amerl-
can statesman, Herbert Hoover, “In the
extremely dificult task of forecasting
ahead of time the results of public poll-
cles, Herbert Hoover clearly stands with-
out, parallel or equal among his contem-
poraries of the past two decades.

The Buron Daily Plainsman is one of
the great daily hewspapers of South Da-
kota, .Its eflitorinls are the careful prod-
uct of {wo wellsinformed and able men—
Robert:D. Lusk: publisher of the paper,
and Bruce Campbell, the editor. - Prom
extensive reading, from studious: re-
gearch, frontfrequent travels, and from
numerous contacts with American lead-
ers, these tyd South Dankotans join in
producing 4, mbst Informative ond Nlu-
minating editorinl page which is read by
Jarge, numbegs ;of citizens in the upper
Midwest area of this country. The edi~
torigl merits:the carcful:yeading of all
Americans asiwe face up to the difficult
dedistons which are ahead# I dsk unani-
mdtis conisent to have the editortal print-
ed in- ﬁGREOO p.v I R B b \ i

'd'rhetra beirigf%‘o objectiont, the editorial
was.ordered, tg.be printed in the Recoro,
08 IPUOWSL 5 il v ma bt joemiion " F 1
.+ & PROFHET WITHOUT JPROPRR :

. One. of. the ‘mdat-arrogant things which

tho ardent supporters, ix Congtessund out-

side of 1t, oY 4lia troopa-ty-Kurops plan hove

done In the @urée-of Arguing Jor 1t is to try

and write off. Herbdys Hoover ox a man with

no sense of history atid no grasp of the fore

elgn siturtion.  “They even have emplioyed tho'

meaningless bug scornful:word I‘isolationst.”

They .have done. this :thingefter. Hoover
gnve his famous apeech pf-Dacember 20,1080,
to the Nation, in which e suggested that the
United States preserve 'the Western Homi-
sphere by bullding air and pes power to hold
one frontier (n Britain and one in Japag and
by keeping economlcally sound, and by de-
raanding proat that western Europe evon is
willing to fight Russia befors .zending any
troops to Europe., - . . N

What are the facts? . TR

The facts are that Hoover's. pheervations
on forelgn policy the past.JO0 jyears have

proved remarkably Acourate and ihat his
speech of Decomber 20, 1060, was part of
pattern of foreign policy specches he hos
glven the past fow years, ;... « -,
JUNR: 59, 10438 5. . R

‘Perhaps the reason £o many-tdministra-
tlon spokesmen have attacked Hoover is that
time has proved him so uncomfortably cor-
rect in a notnbla spcech of Juns 29, 1941, &
weok after Hitler attacked Russta,

L

such a conirauictun 141 Poities is Boy EuG

.finance, sound economics, nor intelligent
‘management. If tho American people come

to understand ciearly what is being done to-
them by this process, it will not even be
good politics, . ' .

Congressional Record
_3-5-51

< Selective Controls -

. . EXTENSION OF REMARKS h
. HON, BURNET R. MAYBANK -

OF EOUTH CAR_OL!HA ’

IN THE SENATE OPF THE UNITED STATES

Monday, February 19 {legislative day of
* “Monday, January 2%), 1951 -

Mr. MAYBANK. -Mr, Presjdent, T ask
unanimous consent to haye .printed in
the Avpvendix of the Rrcorp an edito-
rial e.litled “Selective Controls)” pube
lished In the Washinzton Post of Febru-
ary 19, 1951, T

There heing no objection, the editorial
was order to be printed in the Recoan,
as follows: ’ : .

SzLreTiveE CONTROLS

The actlon of the Federal Reserve Poard
in tichtening credit curbs o1 most new com=-
mercial construction was preceded by two
regulntions Impozing similar curbs on resi-
dentlal building credlt. Consumer ‘credit
has also been restricted by Micfins of sclective
controls specifying minimum down pay-
ments and maximum maturitles for instals
ment sales of specified goods, These sclec-
tive real-estate and consumer-credit controls
relieve the upward pressure 6n prices of labor
and materials. At the same time they rc-
lease scarce materinls for deferite-production.
Thoy are, therefore, not only a'very effective
means of restricting loanr expanslon; they re-
onforce the efforts of otifer agencics to cons
trol prices and regulate’ ‘production by
cutting down' the output..of <nonesscntial

‘goods and stimuinting expnansion of dafense
industries. co e T e

Selective conirols are, in fact, & nruch more
effectfve means of restricting 1ean expangion
than nonselective control—that fs fo sy,
control which cutbs loan expnnsion. by ratse
ing the. cost of credit, or increasing intera
est charges on borrowed money. Thera
1s a good deal of truth/in Secretary Snyder's
contentioh that limited increases in interest

-rates have little detegrent .effoct on private.
borrowing, especiully when business is boom-
ing. At any rate,-the powerlessness of tho
Federa]l ‘Reserve Syatern’to,prevent an. exs
pansion of loans thronghi ponsélective over~
all credit control, 50 jong s it 15 committed
to support of the hond ndarket, does nat pre-
cludo effoctive use of sclective controls re«
ducing the volume of loans by limiiing the
amounts that- may be ndvanced- to -private
borrowers for specificd purposes. These
types.of.control can always be tightencd or
relaxed in“response to changing conditions,
They c¢an also be extonded to good advan-
tage to cover other forms of "lending.. “The
blanket kind of control, on the contrary,
malics 1L Lnpossible to discriminete’between

credit advances that sre in the public tn.
terest and thoee that are undesirable, Thus
the Reserve Bourd's new regulotion does fiot
apply to certaln classes of constriction, sucl
a3 schools, hospitals, churches, and public
utllities, . B

_-If the Reacrve Board wore given broed aue~
thorlty to apply. seleciive controls at 1ts dis-
crolion, 1y could cooperate with the Treaqury
1n stabiiizing the bond mirket without in-
ereasing thie upword prossure on pricas that
would be ingensified by continued excesslve
expancion of bank loans, ~

5
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