
W. K&KUL, VICK M R * . 

EUO RAMSOUR, MS 'T CASHIER 

The First State Bank 

FENNIMORE, WISCONSIN 

Dcdsmber 3 r d , 1947 

R. J. CAMPMLL 
O U . P. FRANTZ 

A. KKNNCRTL KKRN. CASMKR IN FENNIMORE A* W T N N I T H * * * * * 
JOHN N. KRAMKR 
JOHN W. KRBUL 
L. A. UK8CH 
HAROLD PLATTNKR 

M r . M a r r i n e r S . See l e a 
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Washington, Do Co 

Dear S i r : 

I r e a d w i t h i n t e r e s t the r e p o r t you r e c e n t l y made b e f o r e 
the J o i n t Committee on the eeondmie c o n d i t i o n o f the U n i t e d 
S t a t e a on November 2 5 t h , 1947* I t appeara t h a t e v e r y t e n or 
f i f t e e n yeara a new f i n a n c i a l gemiu* appeare on the h o r i z o n and 
w i t h a l o t o f f l a g , r a i s i n g c la lma ' t h a t he has a l l o f t h e anawera 
and t h a t h i s program can save the eeonomle a i t u a t i o n of tour 
Count ry* 

When wa t h i n k back t o the p e r i o d o f 1 9 2 9 - 3 3 we remember o f 
a s i m i l a r a i t u a t i o n . We a g a i n had a s i m i t a r a i t u a t i o n i n 1937 
when somebody w i t h a c rackpot i d e a w iah6d t o t r y out some new 
type o f c o n t r o l . We can a l s o go back t o 1 9 2 1 and remember the 
bad e f f e c t s of c o n t r o l s Imposed o f the F e d e r a l Reserve System 
a t t h a t d a t e . 

You know and I know t h a t i f the F * d * r # l Reserve Sjrstem had 
made j u s t the oppos i te d e c i s i o n i n each ease the Country would 
have been much f u r t h e r ahead. TJaual ly, wheti you have something 
go wrong i n your own p e r s o n a l s i t u a t i o n you go t o the source 
o f t h i s t r o u b l e f o r your c o r r e c t i o n and t h a t i s the o n l y way 
you can ever c o r r e c t any wrong. I t l a ' a i d i n g £o r e a d i n your 
r e p o r t t h a t the Government must p r a c t i c e r i g i d economy. I am 
wonder ing when anybody i n h i g h Government O f f i c e s today has 
e v e r l e a r n e d the meaning of the word *eaonomy f l . You ment ioned 
i n your r e p o r t t h a t p r o d u c t i o n l a > « n d . f o r t h a t reason 
i n f l a t i o n i s c o n t i n u i n g on i t s s p i r a l * f h y d o n f t you recommend 
t o the Congress r e q u i r i n g longer work days f o r the f a c t o r y workers 
w i t h over t ime p a y , i f n e c e s s a r y , i n ofrder t o speed up p r o d u c t i o n , 
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and i n t h a t way d e f e a t the I n f l a t i o n ! s p i r a l i n whioh we a r e 
caught t o d a y . I t i s a l s o amusing i n one paragraph on Page 6 
w h e r e i n you s t a t e t h a t i f the r e s e r v e r e q u i r e m e n t o f the banks 
a r e a l l i n c r e a s e d a l l banks would be on the same e q u a l b a s i s * 
I haven f t n o t i c e d anywhere i n your r e p o r t where you wide any 
r e f e r e n c e t o a n y o t h e r l e n d i n g a g e n c i e s . . What good i s i t g o i n g 
t o do to c u r t a i l the banks l e n d i n g a c i t i v i t i e s and t h e n the Govern-
ment w i l l come a l o n g and s e t up a l e n d i n g ageney to take eare o f 
the peop le who are e l a m o r i n g f o r l o a n s * 

I would l i k e t o take you back t o the p e r i o d o f 1929 -33 
w h e r e i n the banks were unable t o make loans t o people who were 
e n t i t l e d t o r e c e i v e a l o a n * A t t h a t t ime t h e Government s tepped 
i n t o the p i c t u r e and s e t up l o a n i n g agencies w h i c h were to be 
on a temporary b a s i s . You know as w e l l as I know t h a t a l l those 
l o a n i n g agencies t h a t were c r e a t e d a t t h a t t ime of s t r e s s a n i 
s t i l l i n o p e r a t i o n today f i n a n c e d b y the taxpayers o f the U n i t e d 
and i n d i r e c t c o m p e t i t i o n w i t h the banks* 

You made no m e n t i o n whatsoever o f the c u r t a i l m e n t o f the 
F e d e r a l Land Banks and t h e i r l o a n i n g a c t i v i t i e s . You made no 
ment ion o f the c u r t a i l m e n t of the l o a n i n g a c t i v i t i e s o f Finance* 
Companies and why a f i n a n c i a l g e n i u s , l i k e y o u r s e l f , can p i c k out 
one type o f business and f i g u r e t h a t you are going to cure the 
i n f l a t i o n a r y s p i r a l i s something t h a t i s hard t o e x p l a i n * Sometimes 
I wonder how these men g e t t h e i r jobs because when we look back 
and see the t e r r i f i c e r r o r s made i n judgment which has not o n l y 
e f f e c t e d ome bank b u t many banks , we wonder where I t w i l l a l l end* 

I t i s v e r y n i c e t o come out w i t h a sweet sounding c u r e - a l l 
g i v i n g t t t o the bankers i n a f o r m o f a c h o c o l a t e coated p i l l b u t 
t h i n k i n g as many t h i n k today t h a t t h i s i s the f i r s t s t e p t a k e n 
MLxfche F e d e r a l Reserve Board to t r y t o f o r c e a l l of the Banks 
i n t o the F e d e r a l Reserve System* Your one s ta tement p o i n t s v e r y 
c l e a r l y t o t h i s m a t t e r w h e r e i n you s t a t e t h a t i f these r e s e r v e 
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r e q u i r e m e n t s were p l a c e d a l l banks s h o u l d come under the same 
c l a s s i f i c a t i o n * From t h a t s ta tement a lone i t i s v e r y e v i d e n t 
* h a t you are d r i v i n g a t and i t i s your way o f g e t t i n g your f o o t 
i n t o the door w i t h f u r t h e r c o n t r o l s and r e g u l a t i o n s to cone l a t e r 
on* I t i s my d e s i r e and w i s h t h a t the Congress w i l l t h i n k o f 
t h i s m a t t e r v e r y s e r i o u s l y b e f o r e t h e y make any f a t a l s t e p s * 

I w i l l a p p r e c i a t e v e r y much r e c e i v i n g an answer t o t h i s 
l e t t e r • 

Yours v e r y t r u l y 

LAL:MEH 
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December 15, 1947* 

Mr. L . A* L iesch , Pres ident , 
The F i r s t State bank i n Fennimore, 
Fennimore, Wisconsin. 

Dear Mr. L iesch; 

I regret t ha t because of t he necess i ty o f almost d a i l y 
appearances before Congressional committees I have been unable t o 
acknowledge at an e a r l i e r date the rece ip t of your very i n t e r e s t s 
i n g l e t t e r o f December 3> 1947* I was a c t i v e l y engaged i n the 
banking business i n the West dur ing the nfhole per iod o f t he 20 f s 
which you mention i n your l e t t e r and* t o t h ^ t ime of my entrance 
i n t o the pub l i c serv ice i n 1934> and through my personal experience 
and my business assoc ia t ions I know about the s i t u a t i o n s t ha t you 
descr ibe. That background has l e d me t o the conclusion t h a t the do 
no th ing a t t i t u d e o f many bankers on new proposals does not meet our 
economic problems. I t he re fo re have endeavored t o brxng t o bear on 
present day problems i n the f i s c a l , Monetary and banking f i e l d a l l 
t h a t I have learned i n my p r a c t i c a l experience a*s w e l l as what 1 
have been able t o l ea rn i n studying these problems here. I be l ieve 
a lso t h a t there i s developing a growing apprec ia t ion "among bankers 
o f the necess i ty of l ook ing ahead and t r y i n g t o f i n d out hoi* t o do 
something t o avoid r e p e t i t i o n s of the r ecu r r i ng booms and busts o f 
t he pas t . I t i s a hea l thy s ign t h a t the re are d i f fe rences of op in -
i on amon§ bankers, who do not a l l thinfe a l i k e as they have very 
l a r g e l y i n the pas t . I have received . l e t t e r s from a l l par ts o f 
the Uni ted s t a t e s , i n c l u d i n g those as*widely separated as Texas, 
C a l i f o r n i a , Ohio and New York, approving my presenta t ion o f the 
problem, and, f o r example, I have received a l e t t e r f rom the pres-
ident of a bank i n your own S ta te , Wisconsin, f rom which I quote as 
f o l l o w s : 

"With t he thought t h a t evon one sma)I vo ice ra i sed 
i n your behal f might be a source o f encouragement t o you, 
I should l i k e t o take t h i s means o f expressing my admira-
t i o n f o r the i n t e l l e c t u a l honesty and downright courage 
w i t h which you repor ted t o the Jo in t Committee of the Con-
gress on the Economic Report. 
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"How the leaders i n banking and t h e i r powerfu l 
f r i e n d s i n the na t ion 1 s press can so wide ly miss the mark 
i n t h e i r react ions t o the case you so c l e a r l y make i s a 
source of cont inu ing bewilderment to me. AUL o f the 
lessons o f our banking h i s t o r y i n the l a s t f o r t y years 
are apparent ly f o rgo t t en by those who so b land ly i n s i s t 
t h a t c o n t r o l over the quan t i t y o f money and c red i t i n t h e 
wor ld1 s only remaining solvent na t i on be l e f t i n t he hands' 
o f t he severa l hundred thousand bankers who manage our 
some f i f t e e n thousand banks—each accordi i ig t o h i s own 
view of the p i c t u r e . n 

bince your l e t t e r was w r i t t e n w i th reference t o my st<*te-
ment-before t h e Jo in t Committee on the Economic Keport on November 
25, 1947* I take the l i b e r t y of enc los ing a copy o f a second s t a t e -
ment before the same committee on December 10, 1947* which I would 
l i k e t o have you read i n i t s e n t i r e t y , but espec ia l l y 1 would c a l l 
your a t t e n t i o n t o my reference on page 2 t o t he . fac t t h a t i n Decem-
ber 1940 the Federal Advisory Counci l (composed o f twelve lead ing 
bankers: f rom a l l par ts of t he Uni ted States) j o i ned w i t h the p r e s i -
dents o f the Federal fte^erve Banks and the Board of Governors i n 
recommending t o Congress a p lan f o r inc reas ing reserve requirements 
which would have been more onerous and d r a s t i c than the p lan which 
I have c u r r e n t l y proposed. 

As I sa id before the J o i n t Committee on the Economic Re-
p o r t , 1 r e a l i z e t h a t i n s t i n c t i v e l y and n a t u r a l l y bankers do not 
r e l i s h r e s t r i c t i o n s on t h e i r a c t i v i t i e s anymore than labor l i k e s 
wage con t ro ls or a g r i c u l t u r e l i k e s p r i c e c e i l i n g s , and wh i le I be-
l i e v e t h a t t he Specia l reserve proposal i s a sound one, i t i s on ly 
a par t o f any e f f e c t i v e a n t i - i n f l a t i o n a r y program and i f a b e t t e r 
a l t e r n a t i v e can be devised we would a l l welcome i t . 

Very s ince re ly yours, 

M. S. Ecc les , 
Chairman. 

Enclosure 

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




