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Mr. Marriner S. Eecles
Chairman Federal Reserve Board
Washington, D. C.

Dear Sir:

I read with interest the report you recently made before
the Joint Committee on the eeonomie eondition of the United
States on November 25th, 1947, It appears that every ten or
fifteen years a new finaneial geniul appesrs on the horizon and
with a lot of Zlag raising claims'that he has all of the answers
and that his progrsm can save the eeonomis lituation of bur
Country.

When ws think back to the peried of 1929-33 we remember of
a similar situation. We again had a similar situation in 1937
when somebody with a crackpot idea wished to try out some new
type of control. We can also go back to 1921 and remember the
bad effects of econtrols imposed of the Federal Reserve System

G at that date,

You know and I know that if the de‘ral Reserve System had
made just the opposite decision in eaeh ease the Country would
have been mueh further ahead. Ulually whon you have something
g0 wrong in your own personal situation you' go to the source
of this trouble for your correctionm snd that is the only way
you ean ever correct any wrong. It is° amg;ing bo read in your
report that the Government must praectiee rigid economy. I am
wondering when anybody in high Government Offieces today has
ever learned the meaning of the word 'economy e You mentioned
in your report that produetion 1s lsekimg and.for that reason
Inflation is continuing on its spiral. y don't you recommend
to the Congress requiring longer work days for the factory workers
with overtime pay, if neeessary, In order- to speed up production,
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and in that way defeat the inflatiomal spiral in which we are
caught today. It 1s also amusing in one paragraph on Page 6
wherein you state that 1f the reserve requirement of the banks

are all increased all banks would be on the same equal basis,

I haven't notieed anywhere in your report where you made any
reference to any other lending agencies. What good 1s 1t going

to do to curtall the banks lending acitivities and them the Govern-
ment willl eome along and set up a lending agency to take eare of
the people who are elamoring for loans,

I would like to take you basck to the period of 1929-33
wherein the banks were unable to make loans to psople wheo were
entitled to recelve a loan. At that time the Governmeamt sbepped
into the picture and set up loaning ageneles which were to be
on a temporary-basis. You know as well as I know that all those
loaning agencies that were ereated at that time of stress are
stlll in operation today financed by the taxpayers of the United
and in direct eompetition with the banks.

You made no mention whatsoever of the curtailment of the
Feder#l Land Banks and thelr loaning aciivities. You made no
mention of the curtailment of the loaning activities of Finance:
Companies and why a financial genlus, like yourself, can pick out
one type of business and figure that you are going to cure the
inflationary spiral is something that 1s hard to explalm. Sometimes
I wonder how these men get their jobs because when we look baek
and see the terrifie errors made in judgment which has not only
effected ome bank but many banks, we wonder where it will all end.

It 1s very nice to eome out with a sweet sounding eure-all
&iving £t to the banmkers in a form of a ehocolate eoated pill but
hinking as many think today that this is the first step taken
he Federal Reserve Board to try to force all of the Banks
igto the Federal Reserve Bystem. Your one statement points very
clearly to this matter wherein you state that if these meserve
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requirements were plased all banks should come under the same
classification. From that statement alone it is very evident
what you are driving at and it is your way of getting your foot
into the door with further econtrols and regulations to come later
on. It is my desire and wish that the Congress wiil think of
this matter very seriously before they make any fatal steps.

I will appreciate very mush receiving an answer to this
letter.

Yours very truly,

LAL :MEH

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



Digitized for FRASER
http://fraser.stlouisfed.org/

December 15, 1947.

Mr. L. aA. Liesch, President,
The First State Bank in Fennimore,
Fennimore, Wisconsin.

Dear Mr. Liesch:
A

I regret that because of the necessity of almost daily
appearances before Congressional committees I have been unable to
acknowledge at an earlier date the receipt of your very interest-
ing letter of December 3, 1947. I was actively engaged in the
banking business in the West during the whole period of the Z0's
which you mention in your letter and wp to the time of my entrance
into the public service in 1934, and through my personal experience
and my business associations I know about the situations that you
describe. That background has led me to the conclusion that the do
nothing attitude of many bankers on new proposals does not meet our
economic problems. I therefore have endeavored to bring to bear on
present day prohlems in the fiscal, monetary and banking field all
that I have learned in my practical experience as well as what I
have been able to learn in studying these problems here. I believe
also that there is developing a gréwing appretistion "among bankers
of the necessity of looking ahead and trying to find out how to do
something to avoid repetitions of the recurring booms and busts of
the past. It is a healthy sign that there are differences of opin-
ion among bankers, who do not all think alike as they have very
largely in the past. I have received letters from all parts of
the United States, including those as w1dely separated as Texas,
California, Ohio and New York, approving my presentation of the
problem, and, for example, I have recelved a letter from the pres-
ident of a bank in your own State, Wisconsin, from which I quote as
follows:

"iiith ‘the thought that even one small voice raised
in your behalf might be & source of encouragement to you,
I should like to take this means of expressing my admira-
tion for the intellectual honesty and downright courage
with which you reported to the Joint Committee of the Con-
gress on the Economic Keport.
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Y"How the leaders in banking and their powerful
friends in the nation's press can so widely miss the mark
in their reactions to the case you so clearly mske is a
source of continuing bewilderment to me. &ll of the
lessons of our banking history in the last forty years
are apparently forgotten by those who so blandly insist
that control over the quantity of money .and credit in the
world's only remaining solvent nation be left-in the hands
of the several hundred thousand bankers who msnage our
some fifteen thousand banks--each accordirg to his own
view of the picture.”

Since your letter was written with reference to my stute-
ment_before the Joint Committee on the Economi¢ Report on November
<5, 1947, I take the liberty of enclosing a copy of a second state-
ment before the same committee on December 10, 1947, which I would
like to have you read in its entirety, but especially 1 would call
your attention to my reference on page 2 to the.fact that in Decem-
ber 1940 the Federal iadvisory Council (composed of twelve leading
bankers from all parts of the United Statés) joined with the presi-
dents of the Federal lesgerve Banks and the Board of uUovernors in
recommending to Congress a plan for increasing reserve requirements
which would have been more onerous and drastic than the plan which
I have currently proposed.

As I said before the Joint Committee on the Economic Ke-
port, I realize that instinctively and naturally bankers do not
relish restrictions on their activities anymore than labor likes
wage controls or agriculture likes price ceilings, and while I be-
lieve that the special reserve proposal is a sound one, it is only
a part of any effective anti-inflationary pregram and if a better
alternative can be devised we would all welcome it.

Very. sincerely yours,

M. S. Eccles,
Chairman.
Enclosure
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