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BILL "A"

A BT L I

DIRECTING THE FEDERAL RESERVE SYSTHM

R RS TOCESE S TaOT T NCOSR MOA T

AN 0 ST ABI'LIT Z2E

TH E B NB A BT B RS OUF CCA0L M MO DAY Y PER. T BTR.S

SO FAR AS POSSIBLE BY MONETARY AND CREDIT MEANS; OR TO ADJUST

THE SUPPLY OF MONEY AND CREDIT TO THE REQUIREMENTS OF THE
VOLUME OF TRADE WORKING IN COOPERATION WITH AN INTERDEPARTe
MENTAL COMMITTEE ON PRICE INDEXES, THE CENSUS BUREAU,
THE BUREAWE OF FARM ECONOMICS, MINES, FOREIGN AND

OMESTIC COMMERCE, LaBOR STATISTICS, etc.
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Be it enacted by the Senate and House of Representatives of the

United States of America in Congress assembled.

GENERAL PROVISIONS

Sectiqﬂ_él The Act appreaved December 23, 1913, known as the Federal
Reserve Act, as emended, is hereby further amended as follmws: Add to section 14
the following paragraphs:
"(g) The term 'Federal Reserve System', as used in this Act, shall
mean the Federal Reserve Board, the Federal Reserve Banks, and all committecs,
commissions, agents, and others under their direction, supervision, or control,

"¢h) The Federal Reserve System shall, as conditions make them suit-

able, use in its monetary and credit policy all the powers now or hereafter

possessed by it, in order to effect the following purposes:

(1) %o reise the general level of cormodity prices te such a level
as will be most beneficial to business and general public welfare,

(2) thereafter to prevent that price level from fluctuating, so
far as possible.

"(1) Such monetary and credit policy shall include

(1) open market operations, that is, bitying end selling eligible
bills and-securities;

(2) buying and selling gold or gold certificates in exchange for
federal reserve notes ar other funds (the price of gold being $20.,67 per oz, of
pure gold, i, e, one dollar per 23.22 grains of pure gold);

(3) adjustment of rediscount rates;

(4) adjustment of gold reserve raties of Federal Reserve Banks as
hereinafter presecribed;

(5) advice to member banks and non-member banks, with the object

of securing their cooperation in stabilization policy, including ,

especially adjustmeht of discount rates to ¢ustomers, open market operation
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and rediscounts with Federal Reserve banks when needed to add to "free gold."

(6) relations, consultation, cooperation, and lawful transactions
with non-American banks, inecluding the Bank for International Settlements at
Basle known as the World Bank;

(7) statisticel studies;

(8) publicity; and

(9) all other activities permitted under this Act and suitable
for the purpose of controlling or influencing the general level of prices
through monetary and credit policy.

"(j) Whenever any important decision as to monetary or credit poliecy
is teken by the Federal Reserve System tending to effect the aforesaid purposecs,
such decision or action, with reasons therefor, shall, with reasonsble promptitude,
be reported by the Governor of the Federal Reserve Board to the press through
its usual Washington correspondents in the usual way, and in such detail as may

be decmed by him to be most effective for edvising the public of the same."

PRICE INDEXES

Section 2. (2) An Interdepartmental Committee on Price Indexes,with

not less than =- nor more than «- members, such as the present informal organiza=-
tion commonly so designated,shall be constituted by the Federal Reserve System
and shall consist of statisticians representing those Departments and Bureaus
of the Federsl Government which compile and publish price statistics.

(b) It shall be the duty of the Interdepartmental Committee on
Index Numbers, in cooperation with the Bureau of Standards,after careful study
of the problems of measuring price changes and the best methods of constructing
an Index Number for measuring the General Level of Commodity Prices, to decide
upon the Best methods for computing the Official Price Index Number (or Index
Numbers) of the United States. The types of price series to be used, the methods

of welghting the prices, and the formula for constructing the Index (or Indexes)
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and other technical details shall be determined by the said Interdepartmental
Committee on Price Indexes,

(¢) At the direction of said Interdepartmental Committee the quota-
tions of prices which are to be used in constructing the O0fficial Price Index
Number shall be collected by the Census Bureau, the Bureau of Farm Economics,the
Bureau of Mines, the Bureau of Foreign and Domestic Commerce, the Bureau of
Labor Statistirs, and the several other Bureaus or agencies of the government
vhich are best equipped and best fitted by function and by experience to collect
them quickly and accurately in all important commercial centers., (See Note 1.)

(d) It shall be the duty of said Interdepartmental Committee to com=
pute the Official Price Index Number (or Index Numbers) from the data on prices
and quantities furnished by the csllecting Bureaus and agencies above mentioned,
according to the methods and formulas approved by it.

(e) Said Interdcpartmental Committee is hereby authorized and directed,
as promptly as possible, at short intervals to publish,and trensmit to the
Federal Reserve System its said Index Number (or Index Numbers) for the purpose
of measuring and providing a standard for regulating the General Level of
Commodity Prices,

Said committee is authorized to improve the Index Number (or Numbers)
from time to time as evidence, data or methods for possible imprevement become
avallable,

(f) The Federal Reserve System shall employ the said Official Index
Number (or Index Numbers) as a guide or criterion by which to accomplish the
restoration of the General Level of Commodity Prices to a more normsl level and

the stabilization of that level as hereinafter authorized and directed,
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YOLUME OF TRADE INDEXES

Section 3., Sinece the stabllization of the price level is substan-
tially equivalent to adapting the volume of credit to the growth of business,
the Federal Reserve System is authorized to employ as a supplementary guide
or criterion, for normalizing and stabilizing the price level,what it shall
deem the best available statistics of the volume of trade and all data related
thereto,

RESTORATION OF PRICE LEVEL

Section 4., Immediately after the amendment,stated in Section 1

above, to the Federal Reserve Act, the following further amendment shall be added:
" (k) The Federal Reserve System is hereby authorized and
directed totmke all suitable and available steps te raise the present deflated
level of prices, as speedily as possible to the level existing before the present
deflation,
" (1) Said pre-deflation level is to be determined on the basis

of the best statistics available,

KEEPING THAT LEVEL

"(m) "hen said pre-deflation price level is reached,taking into
consideration all aspects of the situation, including specifically the figures
reached by the Index (or Indexes) employed for that purpose, the fact shall be
mode public in the menner provided in Section 1 (j) supra, and thereafter said
level shall be maintained as nearly as this is possible through monetary and
credit policy.

"(n) In maintaining said level so far as possible, the Federal
Reserve System is authorized to extend its open market operations by buying and
selling commercial paper as well as all other types of drafts, bllls of exchange,
acceptances, municipal warrents,government bonds, and other securities hitherto

authorized.




(o) If the securities held by the Federal Reserve System,
and available for sale, seem, at any time;to the stabilization committee here-
inbelow constituted, to be too near exheustion, the System is authorized to
issue and sell, in the open markets, (and at any later time, re-buy), new
interest-bearing debentures in such volume end of such date of maturity and
rate of interest as may be deemed by it most suitable.

"(p) A1 net profit or loss from buying and selling said deben=-
tures or paying interest thereon shall accrue to the U.S.Government and sheall
annually be paid into,or reimbursed from,the Treasury of the U.S,

"(q) If the gold reserve ratio is deemed to be too near to the
prescribed minimum, the System is authorized and directed to lower the legal
minimum reserve requirement for Federal Reserve Banks in accordance with, and
under the conditions and restrictions already prescribe
c of the Federal Reserve Act;

If, on the other hand, the legal minimum gold reserve ratio

is deemed to be too high, the System is authorized and directed to raise the

legal minimum ratic for Federal Reserve Banks,

SOME TECHNICAL DETAILS

"(r) If the Free Gold of the System is deemed, at any time, to be too
near exhaustion, the System is authorized for a perind of fifteen days at a time,
to utilize its holdings of government bonds as backing fcr Federal Reserve nctes,
Such authorization may be renewed as often as required.

"(s) As its prineipal instrumentality for accomplishing the purposes
of this Act the Federal Reserve System,acting through the Federal Reserve Board,
is hereby authorized and directed to establish a Stabilization Committee to
supersede the present Open Market Policy Conference.

Stabilization Commititee shall consist of five members of

which number at least one shall be from the Federal Reserve Board, and at least
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one shall not be otherwise eonnected with the Federal Reserve System. The
term of office of each member shall be five years, except that the first five
shall by lot have terms respectively of one, two, three, four and five years.

"Their salaries shall be..

"The Stabilization Committee shall choose its own chairman and
otherwise effect its own organization. It shall have jurisdiction over open
market operations, the buying and selling of gold or gold certificates,shall
exercise the authority to approve and to require changes in rediscount rates
and such other powers as may be delegated to it by the Federal Reserve Board,
or Banks, or System.

) "Anyone within the Federal Reserve System shall have the right to
submit suggestions which they believe might result in a more effective stabiliza=-
tion to the Stabilization Committee and the Committee may offer such suggestions
to all other functionaries in the System.

Section 5. Powers and Discretions on the part of the Federal
Reserve System or any constituent thereof herein named, or implied, if not
otherwise provided for herein, shall be exercised by the most apprapriate exist-
ing authority withinthe System, in the usual way of such authority as to formali=
ties and majority or ether weote,

Section 6. Provisions herein fer acts to be performed or serviees
rendered by the federal bureaus or agencies are compulsory; and when subject to
request by the Federal Reserve System or constituent thereof become compulsory
on receipt of written notice from the secretary or other proper official of the
Federal Reserve System or constituent thereof.

Section 7. Salaries and other expenses required by this Act shall
be prescribed by the executive head of the respective Bureaus or Committees or

agencies, none to be more than per year, These shall be included in
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the several budgets submitted to the (Treasury), and shall be paid

by said to the respective Buresaus.

For example, the Bureau of Farm Economics would doubtless
to collect prices at the farms; the Bureau of Mines to
ct prices of metals, or coal and other minerals; the Bureau
and Domestic Commerce to collect prices of manufactured
marufeactured commedities; the Bureau of Labor Statistics
retail prices of goods constituting the workers! cost




Bill "B" %o be introduced with "A" but mot necessary to pass

CONCERNING LEGAL TENDER AND AUTHORIZING (BUT NOT REQU
FEDERaL RESERVE SYSTEM IN ORDER TO MAINTAIN THE GOLD
AND TN STABILIZING THE GENERAL LEVEL OF CJOLRIODITY PRICES
I0 ALTER THE PRICE 9F GOLD i¥D RELATII
alND THE SECRET? THERECF, THE BURE.LU OF

GOVERNMENT ~SSAY CFFICES,

MATTERS,
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Be it enacted b the Scnate and

the United States of “nnrlca :..n Congress L.u_wr:blc_.
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§EE§}E§_§L At all times the United States Ireasury, Mints,Govern=-
ment Assay Offices and any other agencies authorized to buy or sell gold shall
employ the same identical prices as those emplayed by the Federal Reserve
System, (See Note -6,)

Section 5. If at any time the price of gold is changed as herein
provided,

coinage of gold by the Bureau of the Mint shall cease

except as provided under "(4)" below although its equivalent, the unlimited
purchase of gold at the official price, shall centinue,

(b) the redemption, by the United States Treasury, of United
States notes, Treasury notes, and all other paper money, except gold certifi-
cates, shall be accomplished by selling gold bullion therefor, at the official
price,

(c) the United States Treasury shall continue to redesem Gold
certificates, being warehouse receipts, in geld bullien or gold coin at the
option of the holder, at the present rate of 820.67 an ounce of pure gold, o:
23422 grains per dollar,

(d) The Mint is authorized and directed to coin at the present
rate of 23,22 grains of pure gold per dollar such of the gold bullion belonging
to the Government as may be required to satisfy any demand for gold coin by
holders of gold certificates,

(e) Any (full weight) gold coin in ciroulation shall ¥e redeamable
by the United States Treasury at its face volue, in gold bullion and shall con-
tinue to be full legal tender,

(£) Gold bullion shall bo full legal tender at the official price
at which the Federal Reserve System sells it, previded this bullion is in the form
of standard gold bars nine-tenths fine, officially stamped as to such fineness

and as to weight by the United States Government under rules and regulatisns pre=
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and provided the contract is exprested in terms of units of weight end not

in terms of dollors. When contracts containing the gold clause are thus

p?ove& by exprecss reference to this Acet to be intended by both contracting

parties to be performed in weight of gold, the contracting parties are fre

to perform the: But if, by inadvertence or neglect, the gold clause is em-

loyed without such special agroecment subsequent to this Act and the parties
contract come into dispute asto whoether the old gald dollars or the new
be used, that party contending that the new should be uscd shall be sus-

party shall have no velid claims to the contrary. (See

Soction 9, Powers and discretions on the part of the Federal
Reserve System or any constituent thersof herein named or implied, if not
otherwise provided for herein, shall be exercised by the most eppropriate exist-
ing authority within the System in the usual way of such authority es to formali-
other vote,

Provisions herein for acts to be performed or services
rendered by other federal burcaus or agencies are compulsory; and when subject to
request by the Federal Reserve System or constituent thereof become compulsory
on receipt of written notice from the secretary or other proper official of the
Federal Reserve System or constituent

Section 1ll. Salaries end other expenses required by +
be presoribed by the exccutive head of the respective buresus or committess

agencies, none to be more than $ per year, There shall be included in the

several budg mitted the (Treasury), and shall be paid by said
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Note 3. There is practically ne limit under this Act, to the power of

The Federal Reserve System, either to counteract deflation or to counteract
inflation, Its buying power is practicelly unlimited end, when exercised,
it will raise the prices of securities and other goods, not only of those
it buys but of the great mass of others, This is true nat only because of
the sympathetic movement of securities but because the buying power does not
cease with its exercise by the System. Those who receive this buying power
pass it on by buying other securities and goods of all sorts, raising their
price in turn end so on indefinitely., This new buying power is not at the
expense of some other buying power as in the case of an individual spending
money already in circulation before he gets it. The Federal Reserve notes
or other credit is newly created, a net addition to the circulating medium,
Until withdrawn this new circulating medium adds permanently to the annual
buying power of the country.

Ta seshowresistless is the power of the Federal Reserve System to
sustain the price level, suppose that, as was threatened recently there should
be a nation-wide run on banks and continued hoarding, causing an increasing
vacuum in our circulating medium; this vacuum, however great, could be filled
as fast as created, by pouring out Federal Reserve Notes in purchasing of
securities (to say nothing of any added deposit balances), Yet the gold re-
serve need never be too low if the price of gold were raised sufficiently.
Furthermore, if action were prompt enough there would be no hoarding as hoard-
ing is the result of deflation,

For the same reasons the outflow of gold to foreign countries cannot
prevent the Federal Reserve System from safeguarding the price level against
deflation so long as it has the power to raise the price of gold,

The only 1limit to be encountered would be reached when the Federal
Reserve System had exhausted the entire legally available security market so
as to have gathered within its own walls all Government bonds,and other
securities on its eligible list,

To take an example of the reverse sort,suppose there should be a
threat of inflation, due, say, to speculative activity resulting in increasing
loans and swelling the volume of deposits subject te check. The Federal Reserve
could then, if need be, sell newly created debentures without limit,receiving
back their own Federal Reserve Netes (or deposit balances on their books to
the credit of member banks or the United States Government). This shrinkage
of outstanding Federal Reserve Credit would cause member banks in turn to cur=-
tail the eredit extended by them to their customers. Otherwise their reserve
ratios would be reduced below the legal requirement., This shrinkage would have
no limit since there is no limit to the possible issue of debentures.

The importation of gold from abroad cannot upset the control of
the Federal Reserve over inflation so long as the latter can decrease the price
of gold,

Of course, every chenge in the price of gold changes the rates of
foreign exchange, But the slight additional inconvenience caused by this to
foreign commerce will be as easily and regularly allmved for aa any other, and
the inconvenience is small as cémpared with the advantages obtained in the fact
thet domestic commerce has a stable level of prices; for foreign commerce is of
very small volume, say one~tenth the volume of domestic commerce,
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Note 3 contimued

chief foreign customers are
ly any inconvenience

Moreover, at present, several of our
now off the gold standard, so that there is scarce
added to that we already have at present. Ultimately, it is altogether
likely thatdal important commereial nations will adopt uniform stabiliza-

tion laws and policies,

by this Aet, 1 -guarding the pr
and deflation t ean p the danger of
ment can, in sovereign power, break any or all rules laid down in this

act, break away from the gold Standard, and inflate the currency to suit
itself.

such as war, this usually happens.
nflation by the Government; for the Govern=-
as the rules laid down in this Act are ob-
e System has full control of the eirculeting medium,
and can stop either inflation or deflation to any

The reason why there should be & special safeguard

lation injurious Lo the Government is because the Goverrment

dinary buyer and seller, stands ready to buy and sell at the same price ins
stead of meking a profit in the selling price over the buying prics

Thereafter the gold standard will continue with a fixed price of

| =]

ight of the gold dollar) exactly as at present until

any further adjustment is needed to avoid deflation or inflation, Thus while
all the virtues of the gold standard are retained, its periodicel evils are
avoided. Instead of those periodical evils of inflation and deflation tThere
"ﬁll be occasionel readjustments in the price of gold. But these changes in
basis will be made solely in order te avoid changes in the
base., In this respect tJCH will differ from such revaluations
France and Italy in recent years, They regained the gold standard

time inflation, through devaluing the gold franc and lira,

(=}

Note 6. The above provisionsmake possible the perpctuation of the gold

standard under all possible circumstance They also permit the retention of
the present price »f gold, $20.87 per au"cc, and the corresponding welght of
the dollar execept when, if ever, a change of price should be necessary to
supplement the other efforts of the Federal Reserve System in arder to prevent
deflation or i“ W“V*ow of the price level. The chief justification of the gold
standard has been that it afforded, to some extent, a safeguard against 1:‘1“—
tion such as has so often oceurred when a esountry has gone off the gold standard
and has adopted irredeemable paper money.

But this safeguard a t infletion has only been partial. For

A

instance, we experienced a gre "oli inflation between 18986 and 1930.
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Note 6 continued

Morsover the gold standard has aff'orded no safeguard whatever
against deflation, England has just preferred going off the gold standard
rather than suffer further deflation.

Under the present plan there will never be any need of America
following the English example by abandoning the gold standard. She will have
a gold standard safeguarded against deflation and inflation alike,a geld
standard almost fully assimulated to a virtual geods standard, in short, a
genuine standard of purchasing power, fair to debtors and creditors alike,

It may never be necessary to change the price of gold; but when, if ever, a
change should become necessary, it would always be a benefit and never an
injury.

If the price of gold is ever raised, it will only be because
otherwise we should suffer deflation. That is, the price of gold would be
reised only when gold became so scarce that its price clearly ought to be
raised,

Contrariwise, if the price of gold is ever lowered it will only
be because otherwise we would suffer inflation, In other words, the price
of gold would be lowered only when gold becomes so superabundant that its
price clearly ought to be lowered.

Note 7. The holders of gold certificates or gold coin cen thus have no cause
for complaint. For they can, at any time, become helders of gold coin; and
the holders of gold coin cen, if their coined dollars of 23,22 grains each
are bigger then the new current gold bullion dollar, melt them into bullion
and get more dollars than they originally had; while, on the other hand, if
their coined dollars of 23.22 grains are smaller then the new current bullion
dollars these coins can be used, like token coins, at their face walue, or
redeemed in the new and bigger bullion dpllars,

Practically, however, the number of the old style gold coins or
gold certificates will be negligible, because of Seetion 5.

Nptie 84 The objeet of the above provisions is obviously to forestall dis-
putes over the "gold clause" and yet to give full freedom of centracting
parties, if any, who sbtill wish thet clause to stand,

Williem Howard Tai't,when Professor at Yale, told me that, in his
opinion, Congress has full power to mddify or abrogate centracts despite the
fact that our Constitution forbids the States from so doing. He cited the
Greenback cases as sustaining his opinion.

Probably the number of disputes over the gold clause would be very
few, A%t the time of the passage of this Act there would presumably be no
difference between the two standards and the average man would be willing to
occept the new standard for several reasons:

(1) The Corporations with gold-clause bonds outstanding would surely
prefer the "new" dollars because they would then keep their bond accounts in
the scme standard as is customary and in which all their other accounts are
kept and would doubtless recommend that their bondholders should accept the
"new" standard;




the ordinary bondholder would have the same preference;
he would have no reason to believe that he would gain by

dollars;

not like To look forward to expensive litigation

recognize the superiority of a stable standard.,

person was obstinately in favor of the "old"
there would still be some chance of the other party agreeing on that basis,
here would be every opportunity to come to an agreement on either basis
and both parties usually desiring to come to some sort of an agreement in
advance of the day of a possible divergence between the two standards,

For these reasons it seems certain that the number of cases left still
unagreed upon would, by the time when, if ever, probably many years hence,
the two standards would actually diverge, would be negligible,

588 where a
(o}




AUTHORIZING AND DIRECTING THE FEDERAL RESERVE

SYSTEM TC AID IN STABILILING THE GENERAL LEVEL
OF COMMODITY PRICES THROUGH ADJUSTING THE

MEMBER BANKS' RESERVES AND TAXING NON-

MEMBER BANKS ON CLEARINGS
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it enacted by the Senate and House of Representatives of il

D . S B S ——— e

The Act approved December 23,1913, known
as amended, is hereby further amended as
paragraphss

If the gold reserve ratic is deemed to be too near to the
prescribed minimum, the System is authorized, in addition to or in conjunction
with other measures already authorized in such a contingency, to lower the
minimum reserve requirements of member banks, the reduction to be by a uniform
percentage.,

“If, on the other hand, the legal minimum gold reserve
deemed to be too high, the System is authorized, on due notice, in addition
in conjunction with, other measures already authorized in such a con-
tingency, to raise the minimum reserve requirements of member banks, the in-
erease to be by a uniform percentage.
The Act of March 3, 1865, imposing a tax on state bani
notes is hereby amended by adding:

The Federal Reserve System is authorized and directed to make a

service charge ¢fue. % on all checks cleared for non-member banks.




Three Bills to Stabilize the General Level of Prices

Bill "AM

—_— e ———

Bill "A"™ requires the Federal Reserve System to de all in its power
to stabilize the general level of prices at some "normal", considerably above
the present deflated level, This is to be done by all available methods, in-
cluding buying and selling securities in the open market, raising and lowering
rediscount rates, raising and lowering the reserve ratios of Federal Reserve
Banks (they can be lowered under existing laws), advising commercial banks,
cooperating with foreign banks; = also by statistical studies and by publicity,
Important decisions as to monetary and credit peclicy are to be made public.

Official index numbers for measuring price levels are to be established
by the Interdepartmental Committee on Price Indexes,

Since a stable price level means adjusting credit to the requirements
of trade, statistics of the volume of trade are to be watched as & supplementary
check and guide,

In case the Federal Reserve System, in selling securities, should
exhause its supply, it may replenish the supply by issuing new debentures,

Any profits or losses from these stabilization operations are to
accrue to the United States Treasury.

el

Bill "A" is largely an emergency measure. It would operate by methods
which are, for the most part, already available,

Bill "BM™, on the other hand, involves new methods and can await
long and thorough study.

Bill !!BII

According to Bill "B", if, despite the methods in Bill "A", the gold
reserve of the Federal Reserve System becomes reduced to the danger point, the
Federal Reserve System is authorized to raise the official price of gold. Re-
versely, if the reserve becomes too high, the price of gold may be lowered,

There is no mandate put upon the Federal Reserve System thus to
change the price of gold. The procedure is merely authorized when and if the
addition of that method to the other methods of preventing inflation or deflation
shall be deemed necessary. Probably no change would be necessary for mony years,
if at all, Without such authority, however, the Federal Reserve System might
possibly find itself unable toc stabilize the price level, as the gold reserve
might become otherwise unmanegeably and absurdly low or high.
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Suppose, in case of genuine necessity, the price of gold should be
raised; the effect on the gold reserve ratios would be salutary in two ways:

(1) it would stimulate the sale of gold to the Federal Reserve System
and discourage the purchase of gold from it;

(2) it would increase the dollar wvalue of the gold in the vaults of
the Federal Reserve Banks. If, for instance, the price of gold should be raised
by one per cent, then 100,000,000 ounces in vault, worth now (at $20,67 an
ounce pure) 2067 million dollars would become worth one per cent more. That is,
the per ounce price would rise to $20.876 and the total to 2087.67 million
dollars -~ an increase of 20,67 million dollars, The reverse applies if the
price of gold should need to be lowered,

This power to change the price of gold would counteract any tendency
toward inflation or deflation of the price level, or toward outflow of gold
abroad or influx from abroad,

Gold coinage would cease and gold bars be employed instead. The re-
demption of other sorts of money in gold would be retained - taking the form of
the free and unlimited purchase of gold bulliin by the Mint at the official price =
substantially as at present, except that the official price might not remain for-
ever at $20.67 an ounce.

To avoid speculation in gold at the expense of the government, or of
the Federal Reserve System, a small spread may be made between official prices
for buying and selling,

Provision is made for speciel treatment of any lef-over gold coins,
or gold certificates, and also for "gold clause" centracts.

Bill “g"

Bill "C" gives the Federal Reserve System authority to raise or lower
the reserve ratios of member banks,

For the purpose 9f drawing non-member banks into the System, the bill
authorizes a penalty on non-members in the form of a charge for clearing their
checks,

Thus, with practically all banks under one system and their reserve
ratios subject to control by that system, the volume of ecredit can be fully cone
trolled, so as to be adjusted to the needs of business; which is another way of
saying: so as to keep a stable level of prices.
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Irving Fisher
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I agree »ith =00t of ke Bills cxowpt &3 %o tee polnta.
I om mot sure that we shbould adhere to = gomuodity rrice index
exclasively, but think thet severcl indexes should be yutlished
and used with comuon sense imoluding the Smyder or sculvalant
general index, and thet the whole subject of indeses sbould be
worked cat &5 a technical mstter ly the imter-departmental com-
nitten o price Indsxes wilch alrsady exists in Waghisgton, I
slso do mot thlak thet the price level sught to be raised gll ibe
way besk L where wo started from but ouly, say, 2elf wsy deck.
mwh-ﬁ-mmﬂuﬂxmmm
the bille ss T Beve drasn thes for the Federstion.

0f eourse, these billyere mot yet for publicstion but
79 arve quits fres %o show thes »ith dissretion to suysme shose ade
vios or eriticles night be of help. Any comsents =11l be grestly
spprecisted.

Irving Fisher
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DEPARTMENT OF POLITICAL ECONOMY

NEw HAVEN,CONNECTICUT

PROFESSOR IRVING FISHER

4680 PROSPECT STREET
November 25, 1931.

Mr. Eugene Meyer, Governor,
The Federal Reserve Board,
Washington, D.C.

My dear Governor Meyer:

Enclosed is a copy of the stabilization bilzsprepared

partly by me in conjunction with Dr. W. I. King, Professor John
R. Commons and others for the Stabilization Committee of the
American Farm Bureau Federation. I intended to send it to you
long before this, but I have been out of town and the matter
glipped my mind.

Doubtless you will find a good many faults in this bill.
In fact, I myself do, and the bill does not represent exactly my
own views but represents those which the Committee wanted expres-
sed. I did succeed, however, in getting the Federation to give up
the greenback plan which they were about to propose.

If you have time to go over th®srbill3 in case you have
not already seen it, and feel that you would be interested to do so,
I would be delighted to have the opportunity to discuss it with
you sometime, although I realize that you are already overwhelm-
ed with other work.

Very sincerely yours,

( AN L e
=




November 30, 1931.

Prof, Irving Fisher,

Department of Politicel Economy,
New Haven, Connecticut .

Dear Professor Fisher:

Flease accept my thanks for your letter of Novem-
ber 25, 1931, enclosing & copy of the stabilization bills
prepared partly by you in conjunction with Dr., W. I. King,
Professor John R. Commons, and others for the Stabilization
Conmittee of the imoricen Farm Bureau Federation.

Ae you indicate, the pressure here is very great
these days, but I shall be glad to examine the bills at the
firat opportunity.

With best wishes, I am

Very truly yours,

(Signed) Eugene Meyet

FILE COPY
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