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October 4, 1980. 
X-2021 

Dear S i r : 

At the d i r e c t i o n of the Mew Currency Committee, 
appointed a t the l a s t Conference of Governors with the 
Federal Reserve Board in Washington, Apri l 7-10, 1920, 
I am sending you herewith , f o r your informat ion, mimeo-. 
graphed copy of the "Report of New Currency Committee 
wi th Reference to Increase in the F a c i l i t i e s of the 
Bureau of Engraving and P r i n t i n g which the New Currency 
Committee has submitted to Governor Morss, Chairman of 
the Program Committee of the Governors' Conference to 
be h e l d in Washington on October 13. 1920. 

Very t r u l y yours, 

Enclosure . 

Member, New Currency Committee, 
Governors' Conference. 

To Governors of a l l F,R, Banks. 
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REPORT OF NEW CURRENCY COMMITTEE WITH REFERENCE TO INCREASE 
IN THE FACILITIES OF THE BUREAU OF ENGRAVING AND PRINTING, 

The report of the Currency Committee appointed a t the l a s t Governor a' 

Conference he ld i n Washington, April 7th - 10th , 1920, which was submitted 

t o Governor McDouga.1 June 21, 1920, d e a l t p a r t i c u l a r l y w i t h a p lan f o r the 

e q u i t a b l e d i s t r i b u t i o n of the a v a i l a b l e supply of new currency and pro-

vided f o r i n c r e a s i n g the reserve s tocks of new currency on hand. The 

Committee has, however, i n accordance wi th i t s i n s t r u c t i o n s , fo l lowed 

the progress of i t s previous recommendations and now o f f e r s t h i s supple -

mentary report of i t s conc lus ions a s t o the changes necessary t o e f f e c t 

a re turn t o normal cond i t ions of supply, d i s t r i b u t i o n , r e s e r v e and c l e a n -

l i n e s s of our paper currency. 

At the time of the prev ious Conference of Governors i t was the general 

b e l i e f that w i t h i n a short time the current product ion of new currency by 

the Bureau of Engraving and P r i n t i n g would be ample f o r ordinary needs 

and t h a t the ch ie f problems at that time were the equ i tab le d i s t r i b u t i o n 

of currency and the equ i tab le replenishment of reserve s t o c k s . A f t e r 

care fu l c o n s i d e r a t i o n and a n a l y s i s of s t a t i s t i c s covering opera t ions i n 

a l l kinds of paper currency of the United S t a t e s during the pas t f i v e years , 

and a f t e r secur ing from the D irec tor of the Bureau of Engraving and P r i n t -

i n g a statement of the capaci ty of h i s p l a n t , the Committee has reached the 

f o l l o w i n g c o n c l u s i o n s : 

FIRST: That t h e current supply of new currency i s inadequate 
t o meet the demands, and that re serve s tocks have been 
s e r i o u s l y diminished. 
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SECOND: That un less the product ion of new currency i s increased 
promptly the s i t u a t i o n w i l l shor t ly become dangerous i n 
t h a t i t w i l l r e s u l t in an i n s u f f i c i e n t supply of new currency 
wi th which t o do business* 

FINALLY: That i f the e n t i r e capacity of the Bureau should be 
devoted t o the p r i n t i n g of currency the production would be 
inadequate t o meet current demands. 

FIRST: According to f i g u r e s compiled by the Federal Reserve 

Board there has. been an average of approximately 800,000,COO p i e c e s of 

currency i n c i r c u l a t i o n during the past e ighteen months. The bes t i n -

formation a v a i l a b l e a t the present time i s that the average l i f e of a l l 

denominations of currency, us ing paper made of new cotton c u t t i n g s , i s 

approximately e ight months. In order t o adequately meet the present 

demand for new currency, the Bureau of Engraving and Pr in t ing should, 

there fore , pr in t and d e l i v e r 1 ,200 ,000 ,000 p i e c e s of currency per annum. 

Against t h i s requirement the Bureau del ivered 727,000,000 p i e c e s for the 

year I g i g , whi le the output f o r 1920, based upon f i g u r e s f o r the f i r s t 

s i x months of t h i s year w i l l be only 63s ,000 ,000 p i e c e s for 1920, and 

562,000,000 p i e c e s l e s s than i s necessary to provide an adequate supply 

of currency f o r the country. 

For considerable more than a year the Federal Reserve Banks have been 

l i m i t i n g new currency paid out t o amounts f a r below that required f o r 

reasonable replacement. In s p i t e of t h i s , the number of p i e c e s of new 

currency (of a l l kinds) shipped from Washington for the twelve months 

ending June 30,1920, great ly exceeded the number of p i e c e s pr inted a s 

shown i n the f o l l o w i n g extract from Tables prepared by the Federal Reserve 

Board; and has r e s u l t e d in s e r i o u s l y reducing the reserve s tocks; 
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Number of n o t e s shipped from Washington 
July 1 , 1919 t o June 30, 1920 . . . . 744 .118,371 

Number of p i e c e s pr in ted during per iod 649 .360 ,132 

D i f f e r e n c e 94 ,755 ,239 or 
Approximately . . . $ 4 5 0 , 0 0 0 , 0 0 0 

SECOND: Uhile the Federal Reserve Banks have been gradual ly drawing 

upon t h e i r reserve s tocks of new currency t o meet the b u s i n e s s demands of 

t h e i r D i s t r i c t s , the standard of c l e a n l i n e s s of a l l currency i n c i r c u l a -

t i o n has been gradual ly f a l l i n g . In the opinion of the Committee, t h i s 

cond i t ion of the currency has a lready r e s u l t e d i n general d i s s a t i s f a c t i o n 

.because of the n e c e s s i t y f o r cont inuing i t i n c i r c u l a t i o n u n t i l i t i s 

worn out* This condi t ion has a lready become a subject for comment by 

the newspapers throughout the country and the f o l l o w i n g e x t r a c t from one 

of the l e a d i n g newspapers of New York City i s t y p i c a l t 

" A FLOOD OF DIRTY MONEY, 

What i s the reason for the f l o o d of f i l t h y and 
t a t t e r e d money wi th which t h i s c i t y i s now a f f l i c t e d ? 
Of new b i l l s of any denomination there seem t o be none; 
decent ly c l ean one and two d c l l a r b i l l s are almost a s 

\ scarce a s h e n ' s t e e t h . Much of the currency i n c i r c u -
l a t i o n i s so s o i l e d t h a t people of hyg ien ic t e n d e n c i e s 
handle i t w i th f e a r and trembling. Some of i t i s so 
ragged that i t seems i n danger of crumbling t o p i e c e s 
a s i t p a s s e s from hand to hand. 

If t h i s overworking of old money i s due t o an 
economical f reak , the sooner i t ends the b e t t e r . The 
handl ing of e x c e s s i v e l y s o i l e d paper must be unhealthy 
as w e l l a s i n t e n s e l y d i s a g r e e a b l e . The amount saved t o 
the Government or the Federal Reserve Banks or whoever 
i s r e s p o n s i b l e i s not worth the r i s k and the o f f e n s i v e n e s s 
i n v o l v e d . 

Fu l ly ha l f of a l l the smal ler s i z e d b i l l s from $1 
t o $10 or even $20 now i n c i r c u l a t i o n ought t o be r e t i r e d 
i n short order and f r e s h ones put out i n t h e i r s t e a d . " 
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The poor cond i t ion of the currency in c i r c u l a t i o n i s c o n c l u s i v e l y 

shown by the f a c t t h a t in the year 1915 when the currency was pr inted on 

paper made from new l i n e n c u t t i n g s the number of n o t e s redeemed amounted 

t o 85$ of the number of n o t s s i n c i r c u l a t i o n , whereas, i n the year ending 

December 31, 1915* when the currency was pr inted on the much s h o r t e r -

l i v e d paper made from new cot ton c u t t i n g s , the number of n o t e s redeemed 

amounted to only 78*85$ of the number of no te s in c i r c u l a t i o n . I t was 

p o s s i b l e a l s o when us ing paper made from l i n e n c u t t i n g s t o launder the 

n o t e s when they became d i r ty adding m a t e r i a l l y to the l eng th of time they 

could be kept in c i r c u l a t i o n . This l e s s e n i n g of the percentage of r e -

demptions i s concrete evidence of the f a c t t h a t a l l the Federal Reserve 

Banks have been ob l iged to continue t h e i r n o t e s i n c i r c u l a t i o n f a r beyond 

the time when they should have in decency been destroyed. Should t h i s 

p o l i c y be continued f o r any cons iderable period there i s the danger of 

l a r g e proport ions of no te s i n c i r c u l a t i o n becoming so worn out that they 

could no longer be continued i n c i r c u l a t i o n and on account of the i n -

s u f f i c i e n t supply of new n o t e s pr inted by the Bureau t o rep lace them, 

there would r e s u l t an a c t u a l shortage of paper currency wi th which t o 

conduct the b u s i n e s s of the country* 

In 1915, the number of p i e c e s of currency i n c i r c u l a t i o n wae approx-

imately 435, 000, 000, This number increased to approximately 820 ,000 ,000 

or by 90$ during the year ending June 30 ,1920. For t h i s same period the 

Bureau of Engraving and P r i n t i n g increased i t s annual output of currency 

from 3 9 4 , 0 0 0 , 0 0 0 p i e c e s i n 1915 t o 6 3 8 , 0 0 0 , 0 0 0 p i e c e s , or by 6lfo i n 1920. 

While the t o t a l c i r c u l a t i o n of the country increased 90$, the Bureau was 
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only a b l e t o i n c r e a s e i t s output 6 l $ , a f t e r a s s i g n i n g approximately 

one- fourth of i t s men and equipment t o p r i n t i n g of bonds and working 

the e n t i r e p l a n t capacity three s h i f t s of e i g h t hours each. I t has 

been s t a t e d that a t l e a s t one- fourth of t h e Bureau's capaci ty must be 

devoted t o the p r i n t i n g of bonds u n t i l June 1921, when i t i s a n t i c i p a t e d 

the bond program w i l l be completed and the output of new currency i n -

creased i n proportion*. 

The f o r e g o i n g r e l a t e s t o the bond p r i n t i n g program i n hand, but i t 

i s by no means assured that the p r i n t i n g of bonds w i l l end July 1921, 

On the other hand, i t seems w r y probable that so l o n g a s the Government 

has outstanding bonds t o the amount of $20 ,000 ,000 ,000 represent ing 

70 ,000 ,000 p i e c e s and a f l o a t i n g debt of around $ 3 , 0 0 0 , 0 0 0 , 0 0 0 there w i l l 

a lways continue the p o s s i b i l i t y of f i n a n c i a l operat ions wi th the r e s u l t a n t 

n e c e s s i t y f o r p r i n t i n g bonds i n volume, 

FINALLY: There are approximately 800, 000,COO p i e c e s of currency 

i n c i r c u l a t i o n . The bes t information a v a i l a b l e t o the Committee e s t imates 

the average l i f e of a l l denominations of currency t o be approximately 

e i g h t months. On t h i s b a s i s i t i s evident t h a t the Bureau of Engraving 

and P r i n t i n g should p r i n t and d e l i v e r 1 , 2 0 0 , 0 0 0 , 0 0 0 p i e c e s of currency per 

annum to provide f o r replacements under normal c o n d i t i o n s . In making 

t h i s es t imate no cons idera t ion has been g iven t o the f a c t t h a t the present 

condi t ion of the currency i s below normal, and that a higher r a t e would 

have t o be maintained f o r a cons iderable per iod t o r e s t o r e the currency 

t o a c l ean standard. A g i i n s t our est imated requirements of 1 , 2 0 0 , 0 0 0 , 0 0 0 

p i e c e s of currency a year , the Bureau of Engraving and P r i n t i n g has pr inted 
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so f a r t h i s year a t a ra te of 638 ,000 ,000 p i e c e s per annum. Even i f 

the Bureau's output of new currency should be increased t o t h e maximum 

of the p lan t or 300 ,000 ,000 p i e c e s per annum, there would be a d e f i c i t 

of 300 ,000 ,000 p i e c e s per annum necessary t o meet the current demands 

a s es t imated above. 

I t i s obvious from the forego ing that the Bureau cannot adequately 

meet t h e demands f o r new currency without i n c r e a s i n g the s i z e of i t s 

p l a n t , and t h i s Committee i s unanimously of the opinion that the n e -

cessary s t e p s should immediately be taken t o increase the f a c i l i t i e s 

of the Bureau of Engraving and P r i n t i n g . 

J .D. HIGGINS . 
Chairman - New York 

F.W. CHASE 
Boston 

O.J. NETTERSTROM 
Chicago 

R.G. EMERSON 
Federal Reserve Board. 

September 21,1920, 
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