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Governor Rensom

Woodlief Thomas
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The attached -onndm ma prepared by Kenneth Williams,
who put my neme on it. I em glad to sign it as &n expression of my
views -~ better stated then I mld/ ve done,
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The Murray Bill will no doubt be strongly opposed as en attempt
to legislate the Keynes-Eccles-Hensen-Beveridge theory of economic
stabilization, end this position ocan obtain support from the terminology
used in the Bill., There is & real danger that legislation of thie sort
might be s0 used as %o permit some particular economic theory to become
firmly vested in publie policy and to operate in a situation to which
that theory is not applicable, or in & mamner thet will serve some
special interest to the detriment of the publio interest, Misuse of
the ferm-price parity concept is & living example of such a danger,

The attempt to establish price stebilization ms the sole aim of
Federal Reserve pouqr is an example of an abortive attempt of the
same nature,

But, as the attached memorandum points out, the Murray Bill
does not necessarily legislate any partioular economic theories, It
provides for the expression of & broad objective and for setting wup
machinery for deeciding how that objective might be approached under
any set of oomliti.onl. These aims seem desirable,

Question may be raised as to whether & joint Congressional
Committee is the appropriate body to determine such policies under our
constitutional system, But even this is not explieit in the Bill;
the President is authoriszed to meake estime fsof needs and recommendations
for setisfying them, to heve worked up in/own Executive Office such
estimates and recommendations in consultation with other executive
departments and agencies, and to set up such advisory committees as
he may wish,
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Governor Remsom Full Employment Aet of 1945
Woodlief Thomes

¥hat the Pill is A £ 4 37 - ! < k

The b31Y is & mm of goals, not an outline of policies.
It provides machinery to facilitate the edoption of policles intended
lead to full employments The mechinery counsists of two inovetions:

(1) The President is required %o submit o Congress esch
year, along with the regular Federal financial budget, sn snalysis of
the nation's tobel budgets If totel national expenditures are indiosted
to be less than emough for full employment, the President is to recom-
mend hgi‘.-huu or policies to make up the deficit in expenditures and

ir ve totel national expenditures are more than
to pnw.dt full ﬂmt. the President is to recommend poli-
cies to prevent inflation. BHetimates of prospective total national
expenditures, public and privete, are to be revised quarterly in the
light of actual events.

(2) Congrese is to establish a new joint camittee to
receive the national budget, appraise the President's recommendations,
hold hearings, and to report to Congress,

8
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What_the Aot dpes

(1) Commite Congress to acceptance of full employment as a
primary goal of national peliey.

(2) OCroates a procedure for evelusting legislation and ecomémic
poliecies ia their relation to full employmente

(8) UProvides, snnuslly, & powerful sounding board for those
groups favering full employment policies.

(4) Pnecourages expension of research, statistical investi~
gation, and plamming directed towerd furnishing recommendations for
¢« Thus, in effect, it will re-creste memy of the functions of
monmmmummm
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What the Aot doos mot do

(1) It does not itself ereate or provide sny jobs.
(2) It is no panscea and does not commit to suy
specific program or policy of deficit spending, trus ing, inter-

national economic cooperatien, publie works, easy money or hing
elses It merely provides a framework for considering such policies
in an orgenized wanner.

(3) It does not guarentee a job to any individual, It hopes
%o facilitate establishment of an economic enviromment in which adequate
job opportunities are availables

(4) It does not contemplate elimination of all unemployment.
Some unemployment is desirable snd necessary to sssure flexibility of
the coconomy. It does not definme full employment in terms of 60 million
Jjobs or amy other specific number.

(8) It is not intended to increase govermment expenditures
or te reduce reliance upon private enterprise es the main supplier of
jobse The spomsors hope that the bill will be implemented by policies
end programs that will permit free énterprise to operate at top effec~
tiveness.

The immediate importance of the bill lies in the plans for
uging it as a mesns for foousing public end Congressional ettention
on the problem of full employment. Ambitious preparations are being
made for a geries of speeches by favorable Semators, nbllnﬂan et
several megarine articles about the bHill, and extensive
hearingg==possibly with Chairman Fecles, Bowles, Hansen and othm
dramatising the ecomomio foundations of full employment. TWhether or
not the bill is ever passed, the csampaign for it meay have a substantial,
if subtle, influence om public opinion.

Already letters have been written to mumerous high officials
about the bills Replies received from several of them were inserted
recently in the Congreesional Record. Thus, Opowley said he was
whole~heartedly in favor of the objeotive and approach taken by the
bills The right to individual economie security, mo less than the
right to engage in private emterprise, is an indispenseble component
of a vigorous demoerscy. Stettinius peinted out thet serious unem=
ployment creates strong pressures for the adoption of self-defeating

FILE COPY

Federal Reserve Bank of St. Louis



Digitized for FRASER

http://fraser.stlouisfed.org/

T Ny

Tos Governor Ransom -3 -

weasures to expand domestic employment at the expense of other nations.
Perkins said the netional budget idee is & constructive one and pointed
out that et the 1.1..0. mﬁmo in Philadelphia, United States
accepted the prine that each govermment should recognize ite duty
to maintain a high lofqlm Wickard indicated his complete
sympathy with the objective and epprosch of the bill and reiterated
bis view thet full industriel production and employment at good wages
are the first essentials for a prospercus agriculture. Bowles stated
that only sovernment csn assure the conditions wunder which free entere
pr!.n can opsrate mest effielently and was strongly in faver of the

assumption by govermment of the responsibility for full employmente.
Blandford thought it was highly desirable o focus and coordinate atben~
tlu; at a high official level on the major policies required for full
smployment.

The President's message in transmitting the budget for
fiscal 1546 ineluded a calculation similar to that suggested by the
array Bill, He showed a table for calendar years 1939 and 1944 indie
ecating the relations between the mation's budget end the regular
Federal budgebs The teble showed seperately for each broad eoonemie
group its expenditures and receipts and how these fitted together to
make up the total gross mational product. For 1944 the figures were

as follows:
s Exoess (ﬂ‘

Receipts Expenditures  defiodt (=
(B411ions of Dollars)

Income, after taxes 182.8
Expendi tures 97.0 55 .3
W +5548
Business

Undistributed profits sud reserves 12.3
Gross eapitel formation 2.6
Exeess of receipts over capital
formation 0.7
State and Looal Govermment
Regeipts from publio, except berrowing 1044
Payments to publie 8.8
Excess of receipts over payments +146
Federal Govermment
Recelipts from publie, oxcept borrowing 47.9
Payments to publie 9540
Excess of payments over receipts «47.1
Less: Adjustments 549 6.9
Totals Oross Netional Froduot
Receipts 197.8
Bxpenditures 107.5
Balance 0
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If one were cynical ome might say the Act is of no signif-
icance since it does nothing comerete about sssuring full empleyment.
In this respect uumnnummmsuu autnr;
to the public intorest. Anyone can vete for the Full
without committing himself to anything except the generaligation &at
full employment is desirebles Nevertheless, the sct is importent as e
symbol or a first step, townrd a betier organizetion of the econcmy.

Oppositien to the Murrey iect is substantial, end will beceme
greasters The oppositiom, rightly I think, is not coneerned by whet the
Aet oonteing bub ebout the ecomomic philosophy underlying it. Thus the
Hational City Benk criticises the Aot because if provision of emp
is made & prirmery function, costs and usefulness of work will become
subordinete congiderations. In the end, the Bank thinke privete enter-
prise mey be destroyed. The Bank alse points out that the govermment
can not prophesy one or twe years shoad and hence can not make proper
recommondationse This insbility to foresee the future, of ew“, is
irrelevant, since government and business must necessarily plan ahead
and forsgast in any ecases Merely organizing the guessing sensibly and
foousing it doss not imerease the errors of forecasting.

The basic philosophy underlying the Aet is that geovermment
pust assume a larger degree of responsibility for the effective eper-
ation of the coonomys This is mothing nmews It is precisely what
almost everyone from Dewey to Beveridge has been saying recently.

The term "full employment” should not be taken toe literally.

No ome favoring & policy of "full employment" contemplates making
employment the g of society. If it were the omly goal, we
would diseard cracy, free enterprise, and freedom of opportunity
-auma*nnqw sasily by adopting Feseism or developing
& slave eoonomys Within the context of the Ameriecen or British environ-
ment, however, "full employment"” is merely = convenient short phrase
intended tc mean that the ecomomy should operate at full capacity, that
it should provide jobs, higher living stendewrds, greater freedom of
epportunity, and a larger degree of economic participation to more

le than now exists. uunwwumw!nmm'nu
%‘umuuomm«mw individual freedem
thmMmmmwmeﬂMuthM
bagis of demooracy. Thus, in this context "full employment” is eminently
mmumugmy-m-fu-m. Its main purpose is to express
dissatisfection with the way the ecomomy operated before the war to deny
millions of unemployed the bemefits and rights of democracy.
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"Full employment” does mot mean the complete absense of

unemployment. In a dynsmic economy there will always be some unem=
ployment as people sghift Jobl. industries expand and conbtract, and
markets change under the pressure of consumer choloes "Full employ~
ment" werely means that unemployment should be reduced to the practical
mindmum end that those who are able o work and want to work should
not be foreced te remuin idle for long periodss: How large this minimum
of unemployment should be is partly a matter of opiniomn. Some ocontend
that wlqmnt of 5 milldon is permissible within the mesning of
"full employment”. Others say that no more than 500,000 should be
unemployed. Nost careful students of the lshor market teud te place
nindwun unemployment in = range between 1 and 2.6 million. A great
deal of additional rescsrch is required before any specific figure can
be Pfirmly esSablisheds

The Burray Bill btends to be associnbed with the Socoleew
Hansen-EKeynes~Boveridge oconeeption of the Mfmetioning of the econemioe
system because of the way the problem ls approsched in the bHille 1%
implies thet the total wvolume of expenditures, public and privete,
is the deternipant of the level of empleyment and that policles -hmid
be aimwed dircotly at the maintenanss of tetal sxpenditures.

However, the bill contains no progrems or policies and whet
effect it would heve in eperation will depend en the policies adopted
by Cengress. Oue can be opposed te the over-geving theory and still
be in favor of the Murray Bill, It i3 an econamic trulsm that total
expsnditures, public and private, determine the level of empleoymente
Thus, & high level of total mational expenditures is essential for a
high level of employments Some economists, however, contend that
placing the major emphasis on meinteining total expenditures is &
misteke and likely to lead to the adoption of undesirable policies.
They say that a high level of total expenditures should be viewsed as
an sntomatic result of wise policles of all kinds and that if such

polioles are ed no attention will need to be given to the
problem of maintaining . expenditures or s« As the
National Cily Bank saye, rosponsibility r full employment ll the
respongibility of labor mot to price itself out of jobs,
and to give full work mmnm. rthu-ﬂqutocmm
business with vision snd enterprise, and of govermment to provide

en econamic mm:.wunmmmm While this
uuuemuruuum.ux not emouzh to sssurc businese
the markets it requires or laber the jo it must have for full -
employmont.
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Sanslusion

in my opinion, the Murrey Bill is likely te have a grest
deal of influences It is o reagonable first step in the direction
of obtaining agreement on the prineiple that govermment, in modern
econamie society, mmst be more them an umpire. Iimthw
with the problem of providing eassurence of markets for business end
smployment for workerss The Aet does not conmit the govermment te
eny glvem policies but it does conmit Comgress to acoeptance of
respongibility for the funmectioning of the sconomy. The Aect is in
line with the best economic thinding of recent yearse I see ne reason
why the #@'s obJective and appreach should not be endorsed whole~
heartedlys mﬁn-mut.mmnpwmmuxwunu
our ecomomic problems. Bub it should be helpful in esbablishing e
framewcrk within vhioch they san be solved or minimised.
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