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Likewise, the idea advanced irn some finencial circles that increased
interest rates would be an effective remedy reflects, in my opinion, a failure
to evaluate correctly both the causes of and the appropriate weapons against
the unprecedented inflationary pressures today., Higher interest rates would
meke for serious complications in the Government bond market and would greatly
increase the cost of carrying the public debt. No reduction in buying power
and no increase in production would result ~-- and these are the basic causes
of the problem.

The solution depends upon how quickly we deal with what is over-
whelmingly the chief cause ~- production, because we cannot deal quickly °
enough with the excessive money supply. We could have donc better in dealing
with-it if we had not prematurely reduced taxes and repealecd the sxcess profits
tax. We should not reduce taxes further while the danger exists.

It should be borne in mind that necessary as it is to hold the line
by price control legislation, such controls are greatly weakened unless
reinforced by allocations of scarce materials and rationing. Having discarded
thege reinforcements, the strain on price ceilings is intensified and the way
made. casier for black markets and the resultant breakdown of enforcement.

We must, if this nation is to be saved from an inflationary spiral
that can only end in deflstionary collepse, hold on to the controls that are
left; we should, by all mesns, stop further growth of the money supply and,
if possible, rcduce it, but above all the snswcr to the problem is more work and
more production. If democracy is to survive we must be willing to facc the
fact thet minority pressure groups, whether of lebor or capital, have no right
to act in flugrant disregard of the public interust. The poople of the country
look to their government to protect them from such asbuses of freedom by finding
effective means for continuing production and employment while controversies
between labor and management are being settled,
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