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REGULATION W — ITS ADMINISTRATION 

I t was a pleasure t o accept your i n v i t a t i o n t o appear on t h i s 
program, because your o f f i c i a l s assured us who represent the Federal Re-
serve System a t your convention t h a t we would have the bene f i t of a gen-
e r a l d iscuss ion 'o f the problems of r e g u l a t i n g consumer c r e d i t . The views 
of those subject t o governmental regu la t i ons are inva luab le t o adminis-
t r a t o r s . We welcome the oppor tun i ty t o expla in the p o l i c i e s under ly ing 
the Board's regu la t ions and the ob jec t i ves we seek t o achieve. Regula-
t o r y ac t ion can best be developed through consu l ta t ion w i t h those' whose 
a f f a i r s are subject t o r egu la t i on . They should have every oppor tun i ty t o 
present t h e i r views based on t h e i r p r a c t i c a l knowledge and experience i n 
the d a i l y rou t ine of business. 

Meeting w i t h you a f f o rds an oppor tun i ty t o express t o your mem-
bers the Board's apprec ia t ion of the cooperat ion extendfed by the o f f i c i a l s 
and members of your Assoc ia t ion . Your o f f i c i a l s have always responded 
w i l l i n g l y t o our requests f o r conferences and discussiorys. They have been 
most h e l p f u l . 

As a member of a Board of s i x , I can speak f o r the Board only i n 
connection w i t h matters on which the Board has acted and p u b l i c l y announced 
i t s p o l i c y . Otherwise what I have t o say i s necessar i ly an expression of 
my i n d i v i d u a l po in t o f v iew. 

Regulat ion W should be viewed i n proper perspect ive. According-
l y , some reference t o i t s background i s necessary. Beyond every th ing else, 
a l l of us have one ob jec t i ve t h a t takes precedence over a l l o thers : the 
defeat o f Germany and her treacherous a l l y Japan and her contemptible Fas-
c i s t a l l i e s i n I t a l y . The Axis powers have conspired t o destroy a l l of 
those freedoms on which democracy r e s t s . We are un i ted as never before t o 
defend our na t ion regardless of cos t . This was i n e v i t a b l e from the moment 
the Nazi scheme of th ings came i n t o be ing. These lawless and ru th less ene-
mies of freedom, i n t h e i r l u s t f o r wor ld dominat ion, recognized t ha t t h e i r 
conception of government and ours could not both e x i s t i n a wor ld made 
small by the e l im ina t i on of d istance and t ime. For tunate ly f o r c i v i l i z a -
t i o n , our President foresaw the course of events, and understood the mean-
ing of t h i s wor ld r e v o l u t i o n , which has imposed upon our country unprecedented 
burdens and r e s p o n s i b i l i t i e s . That we w i l l w in , there i s no longer the 
s l i g h t e s t doubt. 

Our primary o b l i g a t i o n , of course, i s t o supply t he man power, 
the muni t ions, planes, tanks, sh ips , and other war ma te r i a l s , which some-* 
where on the globe w i l l mean the f i n a l des t ruc t ion of the tyranny we op-
pose. We f u l l y r e a l i z e now t h a t t h i s i s a t o t a l war, demanding an a l l - o u t 
e f f o r t , i n which c i v i l i a n s as w e l l as the armed forces are ac t i ve p a r t i c i -
pants. I t i s not merely a mechanized war—a war of m a t e r i a l product ion. 
I t i s as w e l l a war on the psycholog ica l p lane, i n which propaganda i s 
p i t t e d against morale. I t i s a lso a war on the economic f r o n t . 
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Nasi propagandists have pred ic ted con f iden t l y t h a t we could 
not achieve the war product ion goals set by the Pres ident . But they 
have added, i n c o n s i s t e n t l y , t h a t i f we d i d i t would be a t the cost of 
ruinous i n f l a t i o n a r y developments on the economic f r o n t . American i n -
dustry and labor have already given the l i e t o the f i r s t prophecy. I t 
i s up t o a l l of us t o prove them equal ly f a l s e prophets i n measuring 
the a b i l i t y o f the American people t o r i s e t o the needs of the hour i n 
p ro tec t i ng and s t a b i l i z i n g the economy. 

Our people have shown, by innumerable evidences and t e s t s of 
pub l i c op in ion , t ha t they are w i l l i n g and eager t o subject themselves 
t o t a x a t i o n , r a t i o n i n g , p r i ce con t ro l s and other r e s t r a i n t s , and regu-
l a t i o n s essen t ia l t o safeguarding the economic f r o n t . They have asked 
only t h a t the demands made upon them be app l ied equal ly and f a i r l y , w i t h -
out f a v o r i t i s m . They have responded l o y a l l y t o pa t r i d f t i c appeals t o 
forego unnecessary spending and t o invest as much as poss ib le of t h e i r 
cur rent incomes i n war savings bonds. 

Appeals t o t h e i r p a t r i o t i s m have s u f f i c e d t o evoke a l o y a l r e -
sponse even when the reasons f o r the demands made upon them have not been 
widely understood. The close i n t e r r e l a t i o n s h i p of the var ious par ts of 
the Pres iden t ' s seven-point program t o curb the upward s p i r a l i n g of the 
cost of l i v i n g i s apparent t o economists, regardless of t h e i r i n d i v i d u a l 
conceptions of the program most appropr ia te a t t h i s moment. How gener-
a l l y the re l a t i onsh ips are comprehended i s another mat te r . Not many 
people f u l l y r e a l i z e t h a t i nves t i ng i n war savings bonds, or foregoing 
unnecessary bxy ing, o r paying debts, or r e f r a i n i n g from borrowing t o be 
used i n bvying c i v i l i a n goods, are a l l ways of he lp ing t o s t a b i l i z e the 
econony and curb the upward s p i r a l o f l i v i n g costs. We need t o make 
these seemingly complex matters much c l e a r e r ; f o r the wider the under-
standing o f them, the more ce r t a i n we w i l l be of such overwhelming, whole-
hearted pub l ic response t h a t there w i l l be no more doubt of success on the 
home f r o n t than on the b a t t l e f r o n t . 

There i s no other j u s t i f i c a t i o n f o r ny t a k i n g your t ime today 
t o o u t l i n e , as b r i e f l y and simply as I can, the r e l a t i o n s h i p of consumer 
c r e d i t regu la t i on t o the o the r , more important par ts of the o v e r - a l l p ro -
gram. Regulat ion o f insta lment and c i v i l i a n consumer c r e d i t general ly i s 
a t best a supplement t o the l a r g e r , more important means of economic man-
agement. By i t s e l f i t would be meaningless. Without i t other more basic 
measures, such as t a x a t i o n , might be less e f f e c t i v e i n drawing o f f su r -
plus spending power f rom the market. 

Publ ic acceptance of consumer c r e d i t regu la t i on has been i n keep-
ing w i t h other evidences of general readiness—indeed, eagerness—to sub-
mi t t o r e s t r a i n t and regu la t i on as a war- t ime necess i ty . This i s t r u e 
notwi ths tand ing the f a c t t h a t t h i s type of regu la t i on i s d i r e c t , ra ther 
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than i n d i r e c t , seemingly an encroachment i n a f i e l d h i t h e r t o uninvaded 
by Government r egu la t i on , We have sought t o be p e r f e c t l y candid about 
i t . We recognize i t f r a n k l y f o r what i t i s—a type of regu la t i on and 
p o l i c i n g of business and personal a f f a i r s t h a t we Americans d i s l i k e i n -
s t i n c t i v e l y and want as l i t t l e of as poss ib le . Yet the pub l i c gener-
a l l y appears t o have r e a l i z e d the need f o r i t as an essen t i a l par t of 
the Government's program to p ro tec t the people from an upward s p i r a l i n 
the cost of l i v i n g . 

We have repeatedly s ta ted t ha t t h i s emergency measure was not 
t o be used as an excuse f o r i n s t i t u t i n g reforms of business prac t ices 
or e rad ica t ing abuses such as may e x i s t i n the consumer c r e d i t f i e l d . 
Our job was t o reduce spending power by r egu la t i ng t h i s c r e d i t , 

• 

The admin is t ra t ion of the Regulat ion i s d i f f i c u l t and a t times 
i s not a pleasant j ob . We have t r i e d t o admin is ter i t w i t h as l i t t l e 
disturbance and meddling i n the a f f a i r s of those concerned as was pos-
s i b l e , We propose t o cont inue i n t h a t s p i r i t . As I have ind ica ted , 
Regulat ion W i s a supplementary, ra ther than a primary weapon of c o n t r o l . 
P r i o r i t i e s and a l l o c a t i o n s come ahead of i t i n importance i n r e l a t i o n t o 
the durable goods problem. Taxat ion, p r i c e f i x i n g , and r a t i o n i n g are 
s t i l l more important con t ro l s d i rec ted toward the r e s t r a i n t of a *r ise in 
the cost of l i v i n g . Investment i n war bonds should con t r ibu te more i n 
d o l l a r volume than Regulat ion W t o b u i l d i n g a backlog of consumer i nves t -
i ng power i n the post-war wor ld , wh i le a c t i n g a t the same t ime as a pow-
e r f u l a n t i - i n f l a t i o n a r y c o n t r o l . Nevertheless the necessi ty f o r an a l l -
out e f f o r t t o achieve s t a b i l i t y requ i res r e s t r a i n t s on consumer c r e d i t 
a t a t ime l i k e the present when n a t i o n a l income lias already r i sen t o an 
a l l - t i m e high and i s s t i l l increas ing wh i le the volume of consumer goods 
i s s tead i l y dec l i n i ng . Regulat ion W i s no panacea, but i t can and i t 
has put a damper on c r e d i t d o l l a r s which are j u s t as much a f a c t o r i n 
b idd ing up p r i ces as are cash d o l l a r s . I t i s as a r e s t r a i n i n g in f l uence , 
not as a c u r e - a l l , t h a t we have sought t o apply and adapt i t t o the chang-
i ng condi t ions of a war economy. The President sa id i n Ju ly 1933* " I 
have no f a i t h i n 1 c u r e - a l l s 1 but I be l ieve t ha t we can g rea t l y in f luence 
economic fo rces . I have no sympathy w i t h tha p ro fess iona l economists who 
i n s i s t t h a t th ings must run t h e i r course and t h a t human agencies can have 
no in f luence on economic i l l s , " 

The need f o r Regulat ion W became apparent l a s t summer when de-
mand f o r ce r t a i n types of consumer durable goods began to outrun the sup-
p l y . These were goods, the product ion of which requ i red subs tan t i a l 
amounts of ma te r i a l s , s k i l l s , and equipment needed f o r the war e f f o r t . 
An increase i n the volume of consumer c r e d i t a t such a t ime would have 
merely added t o the inc reas ing superabundance of spending power. This 
i n t u r n would have accelerated the b idd ing up of p r ices of consumer goods, 
thus increas ing the cost of l i v i n g , A r i s e i n these pr ices would have 
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been accompanied by an increase i n a l l costs of defense and our subse-
quent war e f f o r t . 

These considerat ions resu l t ed i n an Executive Order signed 
by the President on August 9 o f l a s t yea r , des ignat ing the Board of 
Governors of the Federal Reserve System as the agency through which con-
sumer c r e d i t was t o be regu la ted. As a pa r t of Government, the System 
has primary r e s p o n s i b i l i t y f o r the determinat ion and admin is t ra t ion of 
c r e d i t p o l i c i e s . There was an a d d i t i o n a l reason f o r se lec t i ng the Fed-
e r a l Reserve Sjystem t o regu la te t h i s type o f c r e d i t * As cons t i t u t ed , 
i t i s headed by a Board o f Governors res ident i n Washington, i n contact 
w i t h Congress and a l l the admin i s t ra t i ve agencies o f Government. Through 
the twelve Federal Reserve Banks and t h e i r twenty - four branches, which 
cons t i t u t e the System i n the f i e l d , i t has a decent ra l ized organizat ion 
extending throughout the country . Thus n a t i o n a l p o l i c i e s can be devel -
oped at t he seat of Government, wh i l e admin is t ra t ion can be e f fec ted i n 
the f i e l d , i n c lose contact w i t h those who are subject t o the Regulat ion. 

The System has broad s ta tu to r y powers t o regu la te the volume 
of bank c r e d i t , p r i m a r i l y through i n f l uenc i ng the volume of member bank 
reserves. I t has au tho r i t y t o regu la te margin requirements of banks and 
brokers i n connection w i t h loans t o purchase or carry l i s t e d s e c u r i t i e s . 
I n more than a quar ter of a century of experience and research, the Sys-
tem has gained a wide knowledge of c r e d i t problems. I t was f e l t t h a t 
t h i s knowledge would prove h e l p f u l i n a i d i ng the Government i n i t s regu-
l a t i o n of c r e d i t i n a f i e l d not hereto fore regu la ted. I n i t s s tudies 
i n the f i e l d of c r e d i t c o n t r o l the Board of Governors had f o r some t ime 
been g i v i n g spec i f i c a t t e n t i o n t o t he e f f e c t on the n a t i o n a l economy of 
the expansion and con t rac t ion o f consumer debt . Various other groups 
and i n d i v i d u a l s had done va luable research work f o r years i n t h i s f i e l d . 

Immediately f o l l o w i n g the issuance of the Executive Order we 
had t o formulate a Regulat ion t o implement i t . We wanted t o check the 
studies t h a t had been made on t h i s subject against the p r a c t i c a l expe-
r ience of the t rades t h a t would be invo lved. For t h i s purpose we had 
conferences i n Washington t h a t developed use fu l in format ion i n formu-
l a t i n g Regulat ion W, We r e a l i z e d t h a t by t h i s method we could in form 
those extending consumer c r e d i t as t o the n a t i o n a l po l i cy back of the 
Regulat ion, I n order t o acquaint users of consumer c r e d i t w i t h the 
terms of the proposed Regulat ion, i t was released i n d r a f t form t o the 
press before i t s e f f e c t i v e date, August 21, 1941* and i t s proposals were 
widely pub l i c i zed . This i n t u r n gave us the bene f i t of the views of many 
users of t h i s type of c r e d i t . I n a d d i t i o n , a consu l ta t i ve committee, 
cons is t ing of the Secretary of the Treasury, the then Federal Loan Admin-
i s t r a t o r (now the Secretary of Commerce), and the Admin is t ra tor of the 
O f f i ce of Pr i ce Admin is t ra t ion , a f fo rded f u r t h e r va luable counsel and 
guidance cont inuous ly . We have a lso had the help of o f f i c i a l s of the 
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Federal Reserve Banks and are constant ly adv is ing w i t h the s t a f f of 
these Banks. 

I n d ischarg ing i t s r e s p o n s i b i l i t i e s , the e n t i r e Board decides 
a l l important questions of p o l i c y , but one of the members of the Board, 
and sometimes t?/o members, act under the superv is ion of the Board i n 
the ac tua l cur ren t admin i s t ra t i on o f Regulat ion W. I n performing t h i s 
task , these members o f the Board are ass is ted by the Board's s t a f f , i n -
c lud ing i n p a r t i c u l a r the D i v i s i on of Secur i ty Loans which i s represented, 
here today by the Chief of the D i v i s i o n , the D i v i s i on of Research and 
S t a t i s t i c s , and Counsel 's O f f i c e . 

I n many respects , however, t he most important pa r t of the day-
to-day admin is t ra t i on of Regulat ion W i s performed, under the supervision 
of the Board, by the twelve Federal Reserve Banks and £hei r twenty- four 
branches. I t i s w i t h the advice of the Reserve Banks t ha t the Board 
makes i t s dec is ions, i t i s through the Reserve Banks t h a t Regulat ion W 
and i t s amendments are d i s t r i b u t e d t o the vendors and lenders who are 
subject t o i t . , and i t i s the Reserve Banks t h a t car ry the p r i n c i p a l load 
of educat ing t h e i r severa l communities t o the meaning of the Regulat ion, 
conduct r e g i s t r a t i o n s , answer a l l sor ts of quest ions, and have immediate 
charge of enforcement. Probably a l l o f you have had experience i n dea l -
i ng w i t h a Federal Reserve Bank or branch w i t h respect t o Regulat ion W, 
and we f e e l sure t ha t i t i s t o your l i k i n g as w e l l as t o ours t ha t you 
can take your problems t o them, ra ther than t o Washington. 

Since the Regulat ion was promulgated we have had innumerable 
t rade conferences. We have t r i e d a t a l l t imes t o keep i n touch w i t h the 
problems of those who extend and those who use consumer c r e d i t . The f ie ld 
of coverage of the Regulat ion i s comprehensive, and, as I have s ta ted , 
those subject t o i t represent bo th lenders and vendors. Wi th in these 
two groups are t rades and i ndus t r i es t h a t have l i t t l e i n common, except 
t h a t they extend c r e d i t i n one form or another. The o b l i g a t i o n res ts on 
us t o t i y t o keep the scales i n a t l e a s t r e l a t i v e balance between a l l of 
these var ious groups, as f a r as poss ib le t o avoid con fe r r i ng a competi-
t i v e advantage on any p a r t i c u l a r group. 

We rea l i zed from the beginning t ha t the Regulat ion would have 
t o be amended from t ime t o t ime , not only to cor rec t e r ro r s , but t o meet 
changing cond i t i ons . Regulat ing a new f i e l d of c r e d i t i s necessar i ly 
experimental. I t requ i res f l e x i b i l i t y and a w i l l i ngness t o make changes 
where ind ica ted i n the l i g h t of experience. 

The major ob jec t i ve of the Regulat ion as issued l a s t August 
was the dampening o f demand f o r airbomobiles, washing machines, and other 
durable goods, the product ion of which had been or was about t o be cu r -
t a i l e d i n order t o release ma te r i a l s , l a b o r , and p lan t capaci ty requ i red 
t o increase product ion f o r the war e f f o r t . The l i s t of consumer goods 
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i n the o r i g i n a l Regulat ion r e f l e c t e d t h i s f i r s t ob jec t i ve o f p o l i c y . 
Nevertheless the f a c t t h a t r e s t r i c t i o n of consumer c r e d i t of a l l k inds 
dur ing the war emergency would ass i s t i n checking the r i s i n g cost of 
l i v i n g and the o rder ly t r a n s i t i o n from the war t o the post-war periods 
was not overlooked. At t ha t t ime, however, i t d i d not seem necessary 
t o apply the Regulat ion e i t he r t o charge accounts or t o s i ng l e payment 
loans. The Board p re fe r red t o apply gradual ly the r e s t r a i n t s of the 
Regulat ion, g i v i n g wherever poss ib le s u f f i c i e n t t ime t o the t rades i n -
volved t o ad jus t t h e i r normal operat ions t o the terms of the Regulat ion. 
This p o l i c y i s r e f l e c t e d i n t h e down payments and m a t u r i t i e s establ ished 
by the o r i g i n a l Regulat ion. 

The terms of the Executive Order e s t a b l i s h a broad and compre-
hensive pa t t e rn , which has permi t ted and w i l l cont inue t o permit the 
Board t o administer the Regulat ion i n the l i g h t o f changing economic con-
d i t i o n s . I t has been the cons is tent po l i cy of the Board t o t i g h t e n the 
terms and widen the area of coverage as cond i t ions requ i red , b u t , of 
course, . this i s a two-way s t r e e t ; when cond i t ions j u s t i f y , terms can be 
re laxed as w e l l as t i gh tened . 

By the t ime v\re had t o consider the f ou th amendment of the 
Regulat ion, which became e f f e c t i v e on May 6 , 1942, and resu l ted i n a com-
p le te r e v i s i o n of the Regulat ion, condi t ions had subs tan t i a l l y changed. 
We had passed beyond the defense per iod and were i n the war o f f e n s i v e l y . 
The durable goods problem was not what i t had been. Plants manufactur-
i ng these goods were converted or i n process of be ing converted i n t o 
p lan ts producing war goods. The t o t a l of consumer c r e d i t had already 
shrunk and was obviously going t o decrease f u r t h e r as t ime went on, be-
cause of the disappearance of automobiles and other durables f rom c i v i l -
ian markets. 

I n the i n t e r i m , however, the cost of l i v i n g was r i s i n g . As 
the President has said,, no s ing le step i s adequate by i t s e l f t o prevent 
such a r i s e . A comprehensive program i s essen t i a l . I n h i s message t o 

.Congress on A p r i l 27, the President c l e a r l y s ta ted the po in ts which 
taken together he r e f e r r e d t o as "our present n a t i o n a l economic p o l i c y . " 
F i r s t on the l i s t i s t axa t ion—the most important o f a l l the steps t h a t 
can be taken. Then come p r i c e - f i x i n g , s t a b i l i z a t i o n of remuneration r e -
ceived by i n d i v i d u a l s f o r t h e i r work, and s t a b i l i z a t i o n of the pr ices 
received f o r a g r i c u l t u r a l product ion. The purchase of war bonds and the 
r a t i o n i n g of essen t ia l commodities come nex t . Last on the l i s t i s the 
caut ion t h a t we must discourage c r e d i t and insta lment buying, and en-
courage the paying o f f o f debt . The President emphasized t ha t those who 
pay o f f debt w i l l be g r a t e f u l t h a t they have done so when t h i s war i s 
over. This i s a form of insurance against post-war depression. A d o l -
l a r paid i n taxes, a d o l l a r invested i n war bonds, a d o l l a r spent i n the 
payment of personal debt i s a d o l l a r wise ly used at t h i s t ime . 
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I n May of t h i s year i t was apparent t ha t i n the year 1942 
a f t e r the payment of taxes and the purchase a t reasonable p r i ces of a l l 
the consumer goods ava i l ab le and the payment of f i x e d and matur ing per -
sonal o b l i g a t i o n s , there would be l e f t i n t h i s country an amount of 
spendable d o l l a r s hard t o ca l cu la te w i t h accuracy but apparent ly i n ex-
cess of ten b i l l i o n d o l l a r s and poss ib ly as h igh as twenty b i l l i o n d o l -
l a r s . This i s the so -ca l l ed " i n f l a t i o n a r y gap". This means the amount 
of spendable income t h a t should be absorbed i n some way other than i n 
the b idd ing up of p r i ces of consumer goods i f the cost of l i v i n g i s t o 
be s t a b i l i z e d and i s not t o reach such high l eve l s as t o be d i s r u p t i v e 
of a sound econoiqy and an i n t e l l i g e n t l y managed war e f f o r t . 

Regulat ion W had t o be amended t o play i t s pa r t i n the P res i -
d e n t s seven-point program. I t was necessary t o consider what an amend-
ment could accomplish as pa r t of t h i s program. I t was? apparent t ha t 
consumer debt was dec l i n i ng . The f i g u r e s general ly c i t e d are those of 
the Department of Commerce. The t o t a l consumer debt estimated by the 
Department as of December 31, 1941 was $9,550,000,000. As of the l a s t 
of A p r i l of t h i s year the t o t a l was roughly est imated t o be about e ight 
b i l l i o n d o l l a r s . The t r end was s t i l l downward, but i t was evident t ha t 
the t rend could and should be accelerated. Making allowance f o r what 
seemed t o be the probable dec l ine i n the t o t a l of consumer debt over the 
next twelve months, t h a t i s from A p r i l 30, 1942, we took as an ob jec t i ve 
the impos i t ion of such r e s t r a i n t as would be l i i ce l y t o produce a t o t a l 
dec l ine i n t h i s type of debt by A p r i l 30, 1943* of approximately four 
b i l l i o n d o l l a r s . I n other words, we hoped the amendment as rev ised would 
assure c u t t i n g down the t o t a l of t h i s debt by about one h a l f by the end 
of next A p r i l , 

To reach t h i s ob jec t i ve i t was necessary t o consider evexy 
f i e l d of consumer c r e d i t as a poss ib le f i e l d of regu la t ion—lender and 
vendor a l ike—and t o impose r e s t r a i n t s wherever i t seemed p rac t i cab le 
t o do so. Accord ing ly , the Regulat ion was rev ised t o inc lude r e s t r a i n t s 
on charge account c r e d i t and s ing le payment loans, both of which had 
been de l i be ra te l y omi t ted from the o r i g i n a l Regulat ion. I t a lso neces-
s i t a t e d l i s t i n g many a d d i t i o n a l consumer durable and semi-durable goods 
not prev ious ly covered and inc reas ing down payments and shortening ma-
t u r i t i e s . 

I n my op in ion , the Regulat ion as rev ised i n Ivlajr establ ishes 
the pa t te rn of the Regulat ion f o r the f u t u r e . Fur ther subs tan t i a l amend-
ments xvould not seem t o be i nd i ca ted , unless there should be a sharp 
change i n the economic ou t look . 

Just what can the vendor, the lender and the consumer do? First 
of a l l , everyone should be f a m i l i a r w i t h and should obey the laws and 
regu la t ions made by Government. I f you do not know what these laws and 
regu la t ions are , f i n d ou t ; ask the Federal Reserve Bank or branch i n 
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your c i t y or d i s t r i c t . They are g lad t o answer quest ions. There are a 
few general gu id ing p r i n c i p l e s t h a t , i f fo l lowed i n t h i s d i f f i c u l t pe-
r i o d , w i l l l a r g e l y con t r i bu te t o the success of the Government's p ro -
gram. 

I f you are a vendor, hold your i nven to r ies t o reasonable levels; 
replace only where requ i red t o meet the necessary buying of your cus-
tomers. Fa i r d i s t r i b u t i o n of i nven to r ies between vendors i s essen t i a l . 
Do not s t imu la te sales t h a t r e s u l t i n c r e d i t . Do not o f f e r c r e d i t as an 
inducement t o the customer t o buy or t o add t o your s t o r e ' s income through 
ca r r y i ng charges. Put emphasis on cash sa les . Beware of add-ons. Col -
l e c t your receivables prompt ly. Cooperate Vvith Government and your cus-
tomers i n g e t t i n g your customers out o f debt and keeping them out of debt. 
See t h a t your receivables dec l ine . The post-war wor ld w i l l a f f o r d p lenty 
of oppor tun i t i es f o r the promot ional e f f o r t s of a d v e r t i s i n g men, sa les-
men, and c r e d i t men. . 

I f you are a lender , do not urge people t o borrow; s t imula te 
the repayment of e x i s t i n g personal debt . See t h a t your p o l i c i e s do not 
encourage a s h i f t of consumer debt from vendor t o lender . Uuide your 
customers1 t h i n k i n g and be sure t h a t an app l i ca t i on f o r c r e d i t of a non-
product ive nature represents a t r u e necess i ty . There w i l l be such cases, 
because the inc reas ing n a t i o n a l income i s not equi tab ly d i s t r i b u t e d . 
There w i l l be borrowers who must look t o c r e d i t t o meet those i n d i v i d u a l 
and fami l y s i t u a t i o n s t h a t , under e x i s t i n g economic cond i t i ons , s t i l l 
j u s t i f y app l i ca t i ons f o r loans. Sc ru t i n i ze them w i t h care, but do not 
f o rge t t h a t i n our econoiqy the l e g a l and reputable lender of smal l amounts 
has served a use fu l s o c i a l purpose. Do not encourage add-ons unless they 
are necessaiy. Watch the t o t a l o f your rece ivab les . They should stead-
i l y dec l ine dur ing the emergency. I f they do n o t , you are probably not 
responding t o the needs o f t h i s per iod . 

I f you are a customer, do not buy anyth ing unless you need i t . 
Do wi thout i f you can. Do not hoard. Do not t h i nk i t smart t o "beat" 
the laws and the regu la t i ons . V i o l a t i n g the unpopular p r o h i b i t i o n laws 
was an unfor tunate t r a i n i n g f o r the per iod through which we are passing. 
This i s a d i f f i c u l t and ser ious s i t u a t i o n . Government does not want t o 
regu la te any f u r t h e r than i s abso lu te ly necessary. Every t ime you cut 
a corner on e x i s t i n g laws and regu la t ions d i rec ted towards prevent ing 
chaos and d i sas te r on the economic l e v e l of our war e f f o r t , you i n v i t e 
s t r i c t e r and broader laws ana regu la t i ons , more d i f f i c u l t t o administer 
and, i n many ways, more expensive t o your Government, which i n the end i s 
more expensive t o you. Pay your taxes, i f thoy can be made s t i f f enough 
now, we can avoid t r oub le and have a sounder economy i n the post-war 
wor ld . Invest i n war bonds t o the maximum you can. You not only w i l l 
have the best investment i n the wor ld , you w i l l not only be c o n t r i b u t i n g 
to your Government's e f f o r t t o s t a b i l i s e the cost of l i v i n g , w i l l not 
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only know t h a t your d o l l a r s are going i n t o the e f f o r t t o preserve your 
country and defeat i t s enemies, but w i l l have a backlog t h a t you w i l l 
c e r t a i n l y need when t h i s war ends. Pay your personal debt . Incur no 
debt t ha t you can avoid. To what extent each i n d i v i d u a l can pay taxes, 
inves t i n war bonds and pay up h i s personal indebtedness i s an i n d i v i d -
ua l problem. I t i s imperat ive t h a t a l l should know the need f o r i n d i -
v i d u a l r e s t r a i n t and i n d i v i d u a l cooperat ion a t t h i s t ime, because the 
wel fare of each i n d i v i d u a l i s a t s take, because a l l a l i k e are involved 
i n t h i s f a n t a s t i c a l l y menacing war. 

Vendor, lender , and consumer should a l l remember t h a t t h i s i s , 
thank God, a f r e e country and t h a t your Government i s but the means 
through which your a f f a i r s are d i r ec ted . I t has an ob l i ga t i on t o make 
sense. I f you don ' t t h i n k i t i s making sense, say so , ,bu t say i t con-
s t r u c t i v e l y and s p e c i f i c a l l y . Do not assume t h a t any x>£ us i n Govern-
ment t h i n k we know a l l the r i g h t ansners or assume t h a t we do not want 
the ideas of our f e l l o w c i t i z e n s . Washington today i s a busy p lace. I t 
i s not a madhouse. There i s i n e v i t a b l e confusion when a g rea t , peace-
l o v i n g democracy marshals i t s vast powers t o crush those who would en-
slave a l l f r ee peoples. Mistakes w i l l be made. Decisions w i l l be 
reversed, but the main ob jec t i ve w i l l never change, and i t w i l l be 
reached—not too l a t e . 

I t w i l l be reached the sooner i f Government has the coopera-
t i o n of a l l of u s — i f i t has c lear-€yed c r i t i c i s m , d i r ec ted toward achiev-
ing the goal of t o t a l v i c t o r y and the maintenance t h e r e a f t e r o f a wor ld 
i n which each man and every na t ion w i l l have a f a i r chance, i n which a 
standard of l i v i n g can be es tab l ished t h a t w i l l j u s t i f y the term " c i v i -
l i z e d " . Our r e s p o n s i b i l i t i e s i n the post-war wor ld w i l l be as great as 
they are i n the war per iod . Our energies and our best thought can then 
be d i rec ted t o cons t ruc t i ve ins tead o f des t ruc t i ve ac t i on . I n the proc-
ess of d ischarg ing our r e s p o n s i b i l i t i e s , we w i l l be b u i l d i n g i n every 
sense a r e a l l y great country fo r ourselves, a country i n which our every 
e f f o r t w i l l be d i rec ted toward preserv ing our freedoms, our democratic 
system of government, and a standard of l i v i n g , the p o s s i b i l i t y f o r which 
we are beginning t o see as product ion and n a t i o n a l income go up, as the 
war e f f o r t r e a l l y gets i n t o i t s s t r i d e . We are l ea rn ing much i n t h i s i n -
s p i r i n g a l l - o u t n a t i o n a l e f f o r t . L e t f s not f o rge t what we have learned 
when we come t o the successful end of t h i s gr im era. 

I t w i l l be w e l l a t t ha t t ime t o r e c a l l the e v i l consequences 
tha t fo l lowed when we walked out on the ob l i ga t i ons t ha t res ted on our 
country a t the end of the f i r s t World War. B i t t e r experience has shown 
us t ha t we cannot preserve a heal thy economy i n our om country i f the 
res t of the wor ld i s al lowed t o go t o r u i n . There can be but one safe 
course t o pursue—take noth ing f o r granted. That a technique i s o ld 
does not prove i t s worth—we must not be a f r a i d of the new, because i t 
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i s new, but ne i t he r must we accept i t merely because i t i s ne?/. The 
post-war wor ld w i l l demand open minds and ob jec t i ve t h i n k i n g . Wi l l ing-
ness t o experiment w i l l be essen t i a l . We w i l l have hard problems t o 
s e t t l e . We must s e t t l e them i n t e l l i g e n t l y i n order t o preserve the 
freedoms f o r which we now f i g h t and the democratic system of govern-
ment; f o r freedom and democracy are a par t of the very a i r we breathe 
and America's greatest con t r i bu t i on to human we l fa re . 
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