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THE IESTI TUTE FOR AMrAl'QCJ!3 STUDY 

February 24, 1941 

A regular meting of the Trustees of the Tnstitute f o r  Advanced 

Stu@ was held at the Uptom Club, 60 East 42na Street, Bew Fork City,  on 

Monday, Febrrmry 24, 1941, 

Pre.sent : Yessrs. @debatte,  Edgar S d  Bamberger, Lotlis Bamberger , 

Plexner, Hard!.n, Lefdesdarf, R i e f l e r ,  Bosenwald, Sterr~rt, Tsblen, and We~d.  

Absent and e x w e d :  Measre. Carrel, Douglas, Fricdeni~r~ ld ,  Roughton, 

Hmss, and Mrs. Fuld. 

In thc absence of tho Chnirman, the Vice-Chairm,  ?!r. Stewart, 

presided. 

Tho rninutos of thr- meeting of the Trusteaa held on October 14, 1940, 

having been distributed, their  reading was d i s p ~ n s e d  with, and they wera a?- 

proved. 

Mr. Weed rcported that a merting of thc nxecutive C o m i t t e s  had been 

he ld  at noon fnmdiatcu  proceding the meeting of the  Trustees and presented 

with the favorable rccomcndation of the Executive Cormittee the eight i t e n s  

enmerated  befow. Each itrm was discuseed by thr T r u s t ~ e e ,  and the 

following actfons wore taken: 

1. Rceign~tion of 1:~s. Esth~r S. Baflc~r 

The Bxecutiv~ Conmit t c c  nnnbuncod t h ~ t  it had received R lcttrr 

of resignation f ron Mrs. E a t h ~ r  St B~lilr;:, S e c r p t t ~ r g  of the Institute, t o  t&c 

effect  on June 30 or at a-ny time before that &ate at the convenience of the 



Board. The Ccxrittee reconnended that th r  resignation be regretfully 

accepted, that ~ i n c e  Ers. Bailey had not pnrticipatsd in the Teachers Insurance 

and Arlcuity Association plan she should b~ awarded a pension of $50.00 R month, 

to bagin at  the age of 65, and that the folloving resolution of appreciation 

of K r s .  Bailey's ten  gears of service  t o  the l n s t i t l r t e  be adopted by the 

Board and transnittfd t o  her by the Director: 

ma Trustpea l ~ a r n  with p e a t  regret  of the  
resi,gmtion of E r a .  Esther S. Bailey as S~cretary of tha 
Institute. In her position, f i rs t  as Sccrctary t o  thc 
Direc tor  and p l f t e m d  as Secretary t o  the Board of Tmzstecs, 
Krs. Bailey has played an active part in the  org~niz~tion nnd 
building up of the Institute from the  tirne of its foun8~tion 
in1930. Indeed, as Secretary t a  Dr. Flexner for ;Iz.nypears 
be for^ the  Institute was foundcd, she wna fnniliar rri th h i s  
studies of Awrican and 'Europ~an cduca+ulon, uyon which t h e  
whole idea of the Institute w ~ s  based* Dr. Flexner has paid 
frequent ~ n d  eencrous t r i b u t e  t o  the value of her assistnnce 
t o  him .md to hcr clear understending and t i r e l e g s  devot ion - 
qualit1 ss which have me.rka8 her service to t hc  B o w d  of 
Trustees. Sho hqs bacn an efficient Secret~ry to theBonrd, 
P. careful supervisor of the o~cration of the  bzttlget, and P., 

thoughtful etudont of t he  best in te res t s  of the Institute in 
a11 i t s  activf t i p s .  

In  regretfully acecpting her res imntion the ~ e r b e r s  
of the Board w i s h  t o  record t h c i r  grnteful a~precf~tion o f  her  
t ~ n  gears of scrvfce t o  t hc  Ins t i  t u t e  n.nd t b ~ i r  hcnrty gaod. 
wishes t o  her ior P f ong and pleasant p ~ r i o d  of retirement. 

2- Seal of Institute 

I t  was stated that there was sorne c o n f ~ ~ ~ f o n  regardfng the official 

sea l  of the  Institute, as one seal was used by the Treasurer ~ . 3 d  anoth-r bp 

the  S e ~ r c t a r ! ~ .  Kr* Ayd~lotte ca l l ed  attehtion t o  the f a l l a w i ~ g  extract from 

the blfnu.tes of the R e g t l a r  Kecting of t h e  Institute for Advanced Stu?y, hcld 

"IThs Director  submitt~d d e s i p s  f o r  seal  made by 
M a  D e ~ n m a n ,  Hr, Fetcwlfe, ~lna F ! r  'Purfn. r T h ~  Tmstees f i e l ~ c t ~ d  
the  drarcing by 1.'. Turir. m d  s-wested  that the word, t 'foundedM, 
be substituted for the  word, t r ~ s t ~ b l i s h e d " ,  in his sketch, 



llrh~reupor, o n  n o t i o n ,  i t  was 

RESOL'ITD, That the desi-F f o r  s e d  submitted by 
M. Daln  be adopted, the  word, tpfowzdedfl. b ~ i n g  substituted 
for the ~ r ~ r d ,  I 'CS  t ~ 3 l f  shedii. 

On motion, th~: seal designed by M. Turin w ~ s  redopted  as the  

o f f i c i c . 1  seal of the Institute. 

3 .  Proposed meeting of the L e a g ~ e  of P$tztions 

The Dirac tor  stated thnt Mrm Hambro and Mr. Weetser had proposed 

P m e t i n g  a t  h l d  Ball ef persons who have been at one time or another  asaoci- 

ated with the Leagwe of Nationa - pernonfi like Mr. Raymond B. Fosdick, Frofessor 

James T. Shotwell ,  Mr. Pormzn Y. Davis, Mr. Tm Jefferson Coolidge, and others - 
as w e l l  as the  l~z~mbers of the technical g o u p  now in resideme for  the purpose 

of discussing the work of t h e  League as i t  i~  ow proceedfng, President Pedds, 

Dr. Ten Broeck, and the Dirac tor  had discuosed the mtter and thought it ad- 

visable t h a t  invitations for euch a me~ting with luncheon a r  dinner  at the  

Prin'ceton Inn be. issued at a n  appropriate tino by Princeton University, tho 

Rocltaf e l l e f  Ins t i  tutc, and the  lasti kutc  f o r  Advanced Study, the del~gates 

taking care of their 0r.m traveling ex-benses, ctc. Th~reu?on, on motion, 

it was 

RESOLVED, That thc g i rcc to r  be and hereby is 
authosizrd t o  procccd an these tcrns imd codper~te with 
President k d d a  and Dr. Ten Broeck in arranging a meeting in 
Princeton of persona now or previously connected with the 
Leag'~7.a of Yat ions ,  

4. Gest Orfcntal Library: G i f t  f ropi  Rockefeller Foundatfon 
Dr. Chung's yropos~.L for Korean books 

I t  was rrportod that thc Rock~feller Fourdation had appropriated 

t o  the  Institute $2,000 for the purchso of crr ta in  objects  of ~ r t  owned by 

3r. G e s t  and of interest i n  connection with the library proper. 



On motion, the Director  was authorized t o  erpress  t o  the  

Rockefeller Foundation the  gratitude of  the I~stftute f o r  this g i f t .  

I t  was ztated that  Dr. Chung was making a c o l l r c t i o n  of Korean 

I' books t o  be aaded t o  the k s t  Library, and it was voted that n l e t t r r  be 

sent by the Director to Dr. Ckrung t'hanking him for his services. 

Thcrc was discussion as t o  the future of the Gsst Orisntn,X 

Library. I t  was thou$?t that this question w a s  connec t~d  with another, 

namely, what is t h e  fu-turc of Chinese studies in the Unf ted S t s  tes. The 

whole p r o b l ~ m  is now under study by the Director, trho is not yct prepared t o  

make a recommendation t o  the Board of Tru~taes. 

5 .  Battle R o d ,  Circle  

It was voted that the name, Battle Road C i r c l ~ ,  be substituted 

for Battle Road C o u r t  as the post o f f i c e  address o f  t h ~  road which the 

Institute constructed off Battlr Boad. 

6. Status of Professor Mitrmy 

It waa re?artad that  Prafossor Xitrany on Iceve of absence wag 

continuing his work nt Chatham Ffouse .at the  Br i t i sh  Foreign Office md f o r  

his services wae receiving b1,000 annuptlly from the Sritish Government. 

I t  saemed desfrable to discontinue his Institute s a l ~ r y  payments, which had 

b ~ @ n  done at his rpquest since October 31, 1940, and upon h i s  retusn t o  

America t o  nakc an adjustment, the  Institute t o  pay the  d i f f ~ r e n c e  between 

his sa.lary at $10, CK)O and %I, 090 Rt t h ~  rnte of $4.04 t o  the pound. 

Thp B O R Y ~  voted tfiat thf s ~ u m  b~ kept ns R general reserve, 



7. Operatioil o f  budget f o r  first half of 1191@1941 

It was reported tlzat d~w'lng the ffrst six months the errpeflditures 

were approximately $20,000 less than esttnated in the budget, the i t e n s  of 

d,iffcrrcnce being as f o l l o w s :  
&ess Xstlaate E ~ c ~ e d i n g  Estimate 

School of Mathematics $ 2,700 
School of Economics and 

Politics 16,000 
Sc5oel of Rumanj. s t  i c  S tudf ss 3,200 
Library Appropriation $3 + 000 
Zquipmcnt, supplies, printing, e t c .  2,000 
Contingent F m d  2,100 

Satisfxctior. was o ~ r e s s c d  that N d  Hall had been operated 

within the limits o f  the budzet, i.n,-isnuc)z as it was Seir;g utflized t o  fu l l  

c q a c i t y  and on a. much lusglr scale than was nnticfpated.~qhen the budget was 

adopted in Mqy, 1940. 

On motion, it; was voteb to inc lude  the f o l l o ~ s i n g  statement in 

the ninuCes: 

E n m S 3 S  zstim~tcd. 
Pension 
O f f i c ~  of girector 
Office of Treasurer 
School of Hathemtics 
School of Sconomica 

and Politics 
School of  9ur~1anis t i c  

Studies 
Gest Oriental Lfbr~try 
~lbrgry Ap~raprint i o n  
Fuld Hall - Operatfon 

md 1:nintemnce 
Xauipment, ~ i ~ p p l i e s ,  

pl+irltinf;, e t c ,  
Travel ,  c o m ~ m i c n t i o n ,  

e n t e r  ts.ir.ment, e t c . 
Contingent Rmd 



8 - Frogrcss or" f onxth f l o o r  

Vr. Veblen reported that the paneling in pine i s  now complete on 

the  f o u r t h  floor of Fuld 4all. The problem of fourth f l o o r  sounds whjch would 

disturb pereons working in the l i b r w  below has been solved by mnking thc  

f l o o r  carrering of a heavy layer of cork with rubber tiling over that. 2qulp- 

n ~ n t  for thr kitchen t!ill soon be i ~ s t a l l e d ,  the tables a?ld chairs R r o  ma&], 

and t h ~  dining-room w i l l  t h c n b e  in usc, The League o f  Nations v i l L  have 

lfbr- and office space on the fourth f l o o r ,  thus relfeving somewhat the 

crowded condi t fon  in Fuld. Tal l ,  

Mr. Hard.in, Chairman of the Finance Committee, r~ported that 

meetings of th~.  Finance C o ~ m f t t e e  had been held once a month, that they had 

been occupied with frn~stments and reiwestments, and. that the financial 

affairs of the Institute were I.n excellent shawe, ao Mr. Leidesdorfts repor t  

vouZd show. 

FTr- Leidesdorf, the T~easwxer, reported that the  book V F L ~ U ~  o f  the 

s tocks ,  bonds, and preferred stock was $7,394,000 m d  the actual un.lur: 

$7,334,000, indicating that the Institute's invsstm~ats were about $60,000 

off from the book ~ ~ l u e ,  whfch was regarded a8 an e x c ~ l l ~ n t  showing. 

R~garding 69 Alexander Street, the Director  stnted that hp had been 

in conmmicatlon with the off ic fRls  af  Princeton Z'nivcrsity but had no actual 

prcgrass t o  report, thou& he had offered it far sale at the coat  price, 

taking a fou r  per ce.nt mortgage on the full mount. 

On not ion ,  the report was accepted. 



7 

The r ~ p o r t  of the 3 i rec tor  was presented m d ,  on mot ion ,  was 

acce?ted and ordered t o  be incorporated in the minutes of t h e  ne~ticg. This 

report  (whtch 5s reproduced in fu l l  p.6 a3 ~ppendfx t o  these rninl~tes) describes 

t he  developing program of the School of  Economics nnd Politics. 

In t h e  d i s c - ~ s ~ i o r .  which ensued Mr. FSexner statod that the rcport 

af the Direc to r  +ras w most interesting end important espositlon of the work 

now going on ir cconomics and that  i t  showed that  the tconomPcs a t d f  is 

carrying out the r ra l f s t i c  study ce~tcnplatcd from the beginning. Confidence 

WPB B X P ~ E S S P , ~  that **ark of t h i s  kind in t h ~  field of ecoaornics rprollld f ~ r t i l i e e  

t h ~  14h0lr7 subject of econesics in the United S t a t a s  ~ n d  ~conomics would then 

become n rp?-l t r s t ~ ~ d  of p.n unreal., acac!cmfc, o r  theoretical subject. 

TTr. Leide~dorf ~nnounccd t h ~ t  !!re Frn~k Liver ight  h a d  presented 

t o  the Ins t i tu te  a plnque o f  Mr. Banberger and, on motion, it WRS 

RF,SOLVSD, Tkat the plnque of Kr. Bmberger be and 
hercb  is nccepted nnd t9n . t  e votc of th~~nlcs b? extend~d t o  
Mr. Liveright f o r  this gff t .  

There being no further business, on motiarr, the m*eting ndjomncd. 



mm OF THE X~ImC'IOP. 
February 24, 1341 

In order t o  lay the problen of o u r  future development before 
the Trustees I propose t o  begin,  in this and the t w o  or three nee5ings t o  
follow, by a discussion of the work nowgoing on ~ . t  the  Institute. The 
methods pursued here at yrcscnt are as v ~ r i e d  as the members of our faculty. 
This is as i t  shbuld be i n  an i n s t i t u t i o n  vhich has no choice but t o  be 
experfnental. I t i s o n k r ,  i t s e c . m s t o m e ,  bpundersfz~dit . lgtheworknow 
in progreRs that the Tr~steae cm form any clear idea of the d i rec t ion  which 
growth should take in the future and form any estiflate of the p o s s i b i l i t i e s  
open t o  an institution of this character. 

I shall begtn t o b y  w i t h  the School of Eccrncrmics and Politics, 
the work of which is clos~ly bound rle with resoarch orgmizatkons outside 
the Institute: the  r a t f o n d  W e a u  of Econam'rc Research, with which 
Prof~ssors R i o f l e r ,  S t e w a r t ,  aqd t'tarrcn art  a l l  cenncctcd., and the  American 
Committee for Intarnational Studies, of which Profcscor Drlo i s  Chairman. 
Of Professor Vitranyl s r~ork  I s b ~ l 3 .  spy nothing t o h y .  Re is on his second 
gear  of ~ C I ~ L V C ,  working v i th  the Ch.tl-,m Rouse group at OPford for the a g l i s h  
Foreign Off f cc, on confidcntf~l tnsks concerning I-rhfch he f s not  at l i b e r t y  
at present t o  make my dctailed rrport .  It should be a natt~r of satis-  
fact iorr  t o  the Institute t o  be able, by i t s  lam of Profeseor Mitrnyfs 
services, t o  mak,e R contribution to the X~glish war effort .  

The Xntfonl.l W e ~ u  of Economic Besonrch, into which the mcmbars 
of o w  econonics group rzre ydtting so much effort at p r ~ s e n t ,  k'c7,s organized 
ir, 1920 by a group of lead.3.n~; Amcrlcsn economists of vhich Dr. Josc.ph ?I* Yil- 
l i t s ,  then D e ~ n  of t h ~  Wwrton Scbool of th~! Urrfv~rsity of Pennsy l~~mia ,  now 
in charge of the  Divi~ion of t h ~  Socinl  Scicnccs of the RockcfolLcr Founda- 
t i o n ,  1m5 R member. Dr. W e s l y  Mitchell of Columbia University from the 
beginning has actcC! as Director o f  Rcsemch o f  the  B n c m ,  end i t s  vnrious 
Bo&s rind Conmittaes include a l ~ ~ r g e  number o f  the most fort.v.rd-looking 
economists from univ?rsitics, from depnrtmrnts of thr Government, from 
r ~ s e ~ r e h  f uarl&?.tions, c?s well as fom-rd-looking o f f  i c i n l s  f rom trsdc uzions, 
from gxcn.t b a s ,  mil from bu~inees c o ~ o r ~ t i o n s .  The vlork of t h e P ~ t i o a l . 1  
k r e ~ . u  i s  concentr~~tcd on a systemtic a t t m ~ t  t o  codify ant? ,m-~lyze *he 
vps t  and complex drrtn of modorn economic ~ " c t i v i t y  in order  t o  1 ~ 3  a basis of 
solid. f s c t  for the s e c t  vork of understgnding t h r  farces tshich control 
ecanoxic phcnoncm I? the moderr. wor ld .  It is undcrtnking t o  xssmble and 
gut into o r d m  thc facts unan which RW nciencs of ccononics, v ~ l i d  for the 
prcscnt by, must bo b~.sed.  Such n tnsk w u l d  be impossible f o r  ?.%v w or 
group of mcn work5ng as individunlc, The only fe~s ib1l . t  mrthod for p e r f o h -  
ing it i~ l  by col lpernt i~c  rescnrch in rahich R 1 - g ~  n t ~ ~ b c r  of indfvidwls  nnd 
gr3ups combine t h ~ 5 ~  ef for t s .  2-w need f o r  c o ~ ~ ) e r - , t i ~ ~  rcseRrch on thc 
ambitious scalc on which I t  fs bring att~mpted by tht! SurcRu fs widely  frlt 
rlnd t h ~  rrork has bcon gczltrouslg supported n o t  narcly by mivcrsfties md 



foundations but alsa bg the Government and by associ~. t ions  o f  bank sad 
business corporatfons. 

In 1937 the >?ational Eure2.u on the sugze~t+an of the Association 
of Reserve City Sanlcers appointed an Exploratory Cumittee on Research in 
Finance to d r a w  up pltns for the initiation of an cztenslve progrm of finan- 
cial research looking to a bctter understanding of thc probloms facing the 
country In the capital market and i n  banking. Professor Rieflm was Chairman 
of the Exploratory Cornnittee and aftcr the adoption of the program outlined 
has acted as Chairman of the Committoe on Research in FirlnRce- HP has also 
partfcipatcd direct ly  in the research vork a s  a member of the Central A d ~ i n f s -  
trati~e and Research Staff. Professor Warren is a mambcr of the  Committee 
on Rascarch, and Prafsssars Stewrtrt, Rief le r ,  xhd Warren, d o n g  with Mr. Do%- 
las of our Board of  Trustcca, a r c  all members of thc N e t f o m l  Bureau advisory 
conference on fifiancinl rcsaarch. 

During the last two and onc hn3.f years the Comit tec  on Rescmch, 
under Professor Rfeflerls lendership, has undertaken three important projects: 

1. A comprehensive study of instalment c r e d i t  
2. The corporate bond project  
3.  The financial structure project 

The study o f  instalment  c r e d i t ,  now nearing completion, has included 
such topics as persona1 finance nnd sales  finance companies a d  t h e i r  credit 
practices, the part  plnyod by conmcrcinl and industr id  b~nkfng companies md 
by Government agencies in this business, the pattern and volwnc o f  consmer 
debt,  thc element of consmer  risk, the opcrnting experience of c o n s m e r  
ins tnlmcnt f innnci~g sgcncl cs,  the  1cp . l  rc ,ulnt ions g o ~ e r ~ i n g  consuncr f i m n -  
cing companies, ~ n d  the r e l a t i o n  of consmer instelmer.t c rcd i t  to economic 
f l u c t u a t i o n s .  

Seven of thc trrelve projected mo~ogr~.phs nre already in p r i n t ;  
t w o  more a r e  in nnnuscrfpt form, nnd t h ~  rcw.ining throe  ere in course of 
prepmztkon. T.zlrcn togethcr thcy present eeononists, govcrnnent o f f i c k n l s ,  
and business ncn with  tho  f i r s t  r s l t ho r i tn t ivc  account of t ho  oolune of instal- 
ment credi t  in th i s  country, thc methods by whfch finnncc coripnnies function, 
and the reasons  luhy l a w ,  psychology, ,wd prejudice have given this business t o  
specinlized ~gcncfes rn thcr  thn.n t o  st,mdnrd blnks.  We hnvc n cnrefut, swn- 
t i t ~ ~ t i v e  est imtc of the volune of instalmrnt  f4nmcc ,  the  extent t o  which 
this cred i t  is usad by diffcrrnt incoan clns~es and occupational groups, tho 
fac to rs  nffcctfng risk, the cffcct  o f  i n s t n l n a n t  credi t  on consuncr purchasing 
power, thc  ef feot  af economic fluctuations on instalmeat bwing ,  and the  rccip-  
rocal cff c c t  s of i n s t ~ ~ l n e n t  credit on business c;*clcs. 

Tho tdholo co~stitutcs A study of f a r - r e~eh ing  inportnncc 0 f . n  ncw 
cconolnic phcnonenon. The s tudy  h a s  praduced FLS by-products R now record in 
cdpcrntion of Governncnt agoneios and privnte c o q o r n t i o n s  in schol~rbg 
r ~ s e n r c h  md as well opcncd up a r.rholc rragc of new problems f o r  investk- 
gat f on. 

Tho vork of tho Nationnl Burrm in t h i s  Rnd othcr  stu8 j .s~  has had 
'?nother result of i npor tmce  in t hc  t m i n i n g  of yo-mgrr ncn in thz techniques 



of codperative research, T3is result came about almost fortuitously. 
I t  was the first intention to have the study conducted by senior economists 
on leave of ~bsence from their universities, but f o r  various reasons t h i s  
d f d  n o t  prove t o  be fea.s ible .  Older professors wcre o f t e n  t o o  busy, t o o  
much preoccu~ied with thefr own probl~ms, and, in many cases,  n o t  sufficiently 
u.p-to-date and not  sufficiently pati~nt and f l e x i b l e  to ~ , d ~ p t  thernsrlves t o  a 
new method of work. Able younger nrn ,  not  mare than four  or ffvc ycars 
bryond the  P11. D. - men of the t ype  we welcome herc as members of  the  
Institute - proved be t t e r ,  

This might have been expected, but was no t ,  I t  is on the  whole 
8, most fortunate development. It meRns that thp members of our School of 
Economics, worlc l .ng at thc projects of the I a t i o n a l  Bureav, are at t h c  s m e  
tine carrying out in Yew York one o f  the  fundmental  purposes of the  Insti-. 
tute in t ak ing  cepable yolrng nrn Prom t h e i r  positj .ons in t h ~  r~rfous collages 
and universities, t r e i n i n g  then in up-to-date methods of econonfc research,  
~ n d  then sending then back prepamred t o  continue such resewch and revitalize 
the  study of t h e  s l~bjec t  fn thrlllr own institutions. 

The N~,tionls, l  31reau 1s a rigorous t r ~ . i n i n g  school in codperative 
methods. Young men are n o t  asked that they wol l l r l  like t o  do. They are 
appointed t o  perform definite tasks, closely rnlated t o  a work vhhfch other 
men am doing, t o  be rl~orouslg checkrd as p u t s  of a complete whale. "Ev~n 
though they hava won thtir spurs in scholarship, they e n t ~ r  this orga .n iza t ioc  
as apnr~nticos with much to learn,  nnd they must work n o t  ae free i n d . i ~ i d ~ l s  
but r.s members o f  a team. Thc t r a i n i n g  thpy rcce ive  in return is the breadth 
which comes f r o m  p a r t i c i ? n t i o n  in tasks bcyond the  power of my s i n g l ~  ma.n t o  
perform. 

I t  seems t o  me t h t  the Institute may be able to do more than that 
for the b a s t  of these young recruits. One of them, Mr, Davfd Durand, who 
has made h i s  contribution t o  the; work in New York, written his study and had 
it approved, has nouF been brought t o  Pr ince ton  f o r  a year of clulet  study and 
reflection, and it seeris probable that this proceduxc will be Eolloved in the 
case of others in order to enable th~a to get  the most out of their  experience. 
The work d our professors ~t the National Surenu 98 t h u ~  n o t  rn~rrly ~ d v a n c i n g  
the frontl~rs af knowledge but is also t r~ . in ing  men. 

The second of the  progects of the Pational Bureau ir. financial 
research is the corporate bond studv. I t  is designed t o  c a r q r  out the re- 
quest of the Exphr~torg  Committee for work which would throw l i g h t  on the 
standards of fnvestnent c red i t ,  3 thfnlc I sag that thfs is Professor 
Riefler's pet projec t .  In add i t ion  t o  bzing C h ~ i r m n  of t h ~  Conmfttee on 
R~seaxch fn Ffnance he is o,lso act ing a.s C h n i r ~ e ~ n  of the AdnPnistrntive Cem- 
mi t tee  of t h ~  c o r p o r ~ t ~  bord projcct ~ c d  has taken th r  lcad in t he  o r g a n i z ~ -  
tion ~ n d  d i r e c t i o n  of the work of the l e rp  staff ncrded f o r  so ambitious # 
under t&i nc. 

The bond proJect is n quantitative study of the srpsrienea and 
S e b v i o r  of danestic coryarate bonds and the terms of corporate bond f inancing 



in the 3. S. A. from 1900 t o  1940, I t  covcrs all corpor~te bonds issued in 
this country during that per iod ,  records the fe.cts a b o u t  thdr behavior, in te r -  
e s t  r a t e s ,  lose  eqe r i ence ,  s t c .  , analyzed accorEing t o  industri~s, q,uali  ty, 
and matur i t ies .  I t  aims t o  present an exact rhcoxd 69 the us4  of the c ~ p f t ~ l  
market by br~afnesp corporations, th?  types of bonda issv.c?d, t h e i r  terms and 
purpose, and t o  ncasurc thc cost of borrowing t o  i?dustriee nnd ths net rate 
of return on b o ~ d s  t o  i?zveators, It w i . 1 1  show the r ~ l . ~ t i v ~  meri ts  of agency 
rp t ings ,  market pr ices ,  end legnl l ists  as indices of bond am.l i ty .  It will 
check accurntely th r  fluctue,tion of lo2g term i n t e r e s t  ra tes  and t h ~ i r  r r la t ion  
t o  capital w k e t  activity. 

The c o s t  of compiling the  data over a period of forty years on 
25,000 f ssaee of bonds with s t o t n l  market value of bi3 . l f  gns of dol.lars at 
first ampaeared stagg~ring. hrothing like i t  had ever been done; the task 
exceeded the re&ourcas of any rnsenrch organization, and, i t  might h ~ v e  provrd. 
impossible for the Xational 9urrau had not C?mZrmn Crovrley of the Federal 
Deposit Issurance Corporat ion suggested that the clerical work icvolved be mado 
a P. A m  krhi tc-col lar  r e l i e f  project, with the  Yational Bumail provf d f ~ g  the 
techqkcnl supervi~ion. This was arranged, and a staff of about two hundred 
clerical rrorkers, costing f o r  thc drlration of thc study about $300,009, bras 
provided by t h p  V. P. A n  Substantial cbntrfbutions of funds amounting in a l l  
t o  about $100,600 f o r  sulservision a9d theorctic~l work w o r p  made by public 
~ g r n c i  ea , t h ~  Roclcef e l l c r  Foundation, Moodyi s Invcstmcnt Sorvicc, and o thrm a 

In nang. private corporatfons ant? Government Departments have furnishei 
d&a 8nd technical adtrice casting in the aggregate a further large sum of money. 
The list af privata and public boeias participating in the study includes the 
Federal Deposi t  Insurznce Corparatiop?, the  o f f i c e  of the Comptroller of the 
Currency, t 3 e  Board of Governors of thc F c d a r ~ l  R ~ s e r v e  mstcm, the Securities 
and Exchan~e Commission, the Intcrsta,te C~mnerce Comnission, the Banking Depart- 
ment of the  State of New York, t h e  Federal Reserve Bank of Row York, the Ccp- 
tral Statistical Bonrd, and the f e w  private f inanc ia l  advisoq  services: 
P i t c h ' s  Invcstorsf Servfce, Fo4dy1s, Poarls Publishing Ca~pmy, and the  
StFUld~rd S t ~ t f  $ t ics  C O ~ ~ ~ P ~ V .  

The project is essentially a tabulation of da ta  on all corporate 
bonds issued over a period of f o r t y  y e a r s ,  of formidable extont an& cornplcte- 
ness-  

1. Data a n  t3e  volume of corporate bond off~rings by gear, 
ind~tstry,  size of fsnae, coixpon rate, m r t t u r l  t i e s ,  and tyoes 
of issue 

2 .  Data on m~rket prices of bonde, y i e lds  a t  o f f e r i n g  and 
yields realizsd, ratings,  o ~ , r n l n g s  of obl igors ,  legal status 
at t i w s  of f ssus ~ n d  cxtin,-ishaent 

3 .  Deta on ~imber  ~ n d  rxtrnt o f  d e f ~ t u l t s ,  a ~ ~ l y z e r l  by 
fnfiustries, t n r s  of default aqd settlement, an8  realf zed 
yitlds on defaslltcd bonds 



4. Annua l  data on p r i ce s ,  y ie lds  and ratings for a selected 
sample of  bonds 

5 .  Monthly price and yicld data for a sm.11 group of high- 
p a d @  and low-grade bonds 

The h t a  when completed will be made arailable t o  dl codperating 
agrncies f o r  such theorcticnl studies aa they nqv wish t o  make. Persone.lly 
I hope that means may be found by photostat or microfilm t o  mdce thcse tabu- 
lations available at  m04crnte cost t o  university l i b r ~ r f e s  en? d~par tmrn ts  
of scononicg wherever thcy ~llff3r be desirec?. Tnbul~ltfons so ce.refully m 8 e  
and so complete 167111 serve 8.8 b ~ s e 8  for  n largc reLngr of thooreticnl studies 
f o r  a long t ine  t o  cone. The per104 cavered includes the hnlcyan ilnJrs b ~ f o r e  
the WHX of 1914-1918, tho war period i t m l f ,  the boom of the  twentles m d  the 
depre~aion of  the t h i r t i e s .  Among the topics listed In the Rntion~1 Burem 
repor t  as suit~blc for stu?y  fron these +,ta m e :  the  e ~ ~ c l i c ~ l  behavfor of 
investment values ~ n d  long term interest rates; the  role of risk in market 
interest rntos: the efficiency of vgriotls crfterl~ of future investment 
perfarmnce, such ~ . s  market price, l e ~ 1  listing, sgcncg ratings end corpo~ate 
carnings ; the v l u e ,  for invostn~nt s ~ f  ety, of sinking furies, p.nA of type 
and senieri  tp of sacurity; the char~ct~rf etics of bond Refsulta m d  the  
problems w5ich confront investors whcn d s f ~ u l t  occurs; thr effects of 
aarket fluctuations on invcatmcnt expcrfence. Bryond t h p g p ,  the a R t ~  w i l l  
doubtless be used by acholms and. f i n ~ n c i ~ l  e q e r t s  in m n y  bmys yuhfch c ~ n n o t  
now be foreseen. 

The t h i r d  study unfiertalten by thr* National Bureau under the 
d i r e c t i o n  of Professor Bieflerts Comnftteo on Research in Financs is the so- 
c a l l e d  financial structure project. In o. cer ta in  .sense a l l  three sturPics 
are p r t s  of a conprehensfve survey of the fi*ancial s tT~ lc tu re  of tlh~ U. S.  A. 
in the twentieth cantmy.  The third project  lkails up t o  a survey of conten- 
po ra r j  relations bctweenbmks  2nd business. To provid-ea bnckgromdfor 
thin survsy af the curront scene, it undertrzkcs t o  give a qwntitat ive  pic- 
ture of the changing financial reauircmcnts of A%orfcm business since 1900, 
the trcnds in caaaercial borrowing, the future of c o m e r c i ~ l  l o ~ n s ,  the 
denand fox short tern cnpitnl as nffactcd  by thc cash balances find. security 
fnvrstnents of large business corporations. which often ~ ! s k c  th~n net creditors 
instcad of bring net debtors, the growing habit of fin~ncing c ~ p f t a l  rcquire- 
mcnts from non-b~nking sources or i n t ~ r n p - l l y  out of undistributed e~rn1r .g~  and 
depreciatfon ~Llow;mccs. The stuiij should nfforfi an iadicatfon ns t o  whether 
these devices rcprescnt a pernrnrnt  chnngr .la She n~thod of f i n ~ l n c i n g  business 
o~crntions or wheth~x thr~y are nerely transitory n h ~ n o r e ~ .  

The study includes three parts: 

1. Tr~nds in the financia.1 stractuxe of h e r l c a n  Business, 
1900-1940 

2 .  The sources  ani! w e e  of business funds, 1920-1940 
3. Contemporary relations between banks ane baslnesa 



Work was beL- ju.st a gear ago and is still to some e x t m t  in the 
prelininary s t a g e .  The aim is t o  trace q ~ m n t i t a t i ~ ? e l y ,  from corporate finan- 
ciol records, t h e  long term changes in business financing needs, ~articularly 
needs for short tern capital, and t o  exmine closely reccnt changes i n  the 
i n s t i t u t i o n ~ t l  facflitles that sFrve the short tern credit needs of  businees, 
and t o  cozpare t h e  d i f f e r e n t  facilities and aethods of short t ~ r n  financing 
availalbc t o  b ~ ~ s i n e s  s f f rrns of d i f f  e r e ~ t  sf ze  and ir-dun trf a1 t y ~ e s .  

The data are dravm from many sources .  Yere agein the Bureau has 
been qbla to secure the codperatfan of m a -  agencies which sever before had 
p o l e d  the information at their disposal i n  a sku@ of t h i s  kin8. Among thc 
sources from bhich i n f o r m t i o n  is being gathered are thr  Pinnncial manuals, 
special tabulations of corporate Income tax d a t a  ps~parcd by t ha  Trccsury 
W. P -  A. Income TRX p ~ o j ~ c t ,  S ~ C C ~ P . ~  cor rp i l a t ion~  of financinl s t a t e m e n t s  btj 
thc Rabfrt Morris Aswoci~tcs, c r a d i t  files of b m h ,  c o r p o r ~ t e  t ~ x  r e t u r n  files 
of l ~ ~ s s ~ c h u s e ~ t 8  a ~ d  Wlscqnsir, and - i n d ~ l ~ t r i ~ l :  l ? ~ n  - q ? l i c a t i o n  f ilss of the 
8ederal Reserve B ~ ~ n k s  of New York and Philadelphia. 

The three studies trhieh I have described, in t~hich Professor R i e f l e r  
has taken R leading part and t o  which Professors Stewart and Warren have also 
contributed, w i l l ,  ~ r h ~ n  completed, make a v ~ l i l a b l ~  t o  aconomists new primary 
materials fn three major areas of f l m n c ~ :  cofiemer instnlmcnt crrd i t ,  corn- 
n c r c i ~ l  credi t ,  and invpstment c r e d i t .  The data collactad will provide a 
soundrr basis thm has b e ~ . n  a v ~ t i l ~ b l e  h i t h c r t c  for analyticd and theoretical 
studies of p r o b l ~ n s  in f i - n c ~ .  Thr w o r k  of the Xatfonal Bureau has further- 
more made gserct p r o g r e s s  i n  thr! developr?cnt of rigorous trchniqu~ f o r  reacmch 
in the f i r l a ,  has ~chicvcd unprecedented success in securing the  co8peration 
of Government and priv~te agencies in scholarly w o r k ,  nnd has beon the rnenns of 
treining an importnnt group of young econoniste from Ell, over the  country fn 
t h ~  methods o f  cof lpe ra t ive  rescarch. 

It i a  inevitable that the work now in progress w i l l  show the need 
of similar exact  and conpreben~ive data in other f i e l d s  of economics. It 
has already s e t  the minds of the  members of our own departm~nt working on the 
need for similarly ca re fu l  study of economic histary. Under t h ~  leadership 
of Professors S t e w a r t  and Warren and Dr. Willits plans for T~OI-k Fa this subject 
arc already under discussion. The maturing of these plans will. constitute 
one of thr most f m p o r t ~ n t  actfviti~s of our econcnics group auring the next 
t w o  or three yeam. 

Contemporary and historical datn + s i l l  in turn call f ~ r  interprets- 
t i o n  and it m y  b? axpected that the  stud.ies now ugder wny and projected, 
concerning the facts of economic a c t l v i  ty in the present and the past, w i l l  
call for important revisions of  econonic theory .  Indeed this process has 
alreaily begun. Thus thp work which is now bcing done 1 4 r i I . 1  expand t o  wider 
and wider circles of scholarly enrtemor, ~ n d  i t  atspears extremely l ike ly  that 
tbe v i t e ~ l i t y  of our  School of Econonics w i l l  eventually demnd additions t o  
our s t d f  t o  deal adcqmtcly with t h ~  new vist0.s of knowledge opened up by the 
data now bcing so ~aticntly and l ~ b o r i o u e l y  c o ~ i l e d .  



For some time Professor Stewart has intorested himself in the 
teaching of the social sciences i n  Bmerican colleges and un ivers i t i e s .  Be 
has concerned himself with the orgnnf zation of the subject i n t o  departments 
and c o u r s e s ,  the char~ctcr and quality of the textbooks used, and the prepara- 
tion and background of instructors. One value of t h i s  study should bc t o  
cnable the I11stitutc to organize its activities in auch a w'ay as t o  be of 
naxiaram valuc. to hi  ghcr oducatf on. In order to T ~ A C ~  sound concfusions 
Profrsaor Stc~rrmt finds thnt i t  is not rnough t o  study the work of colleges 
.snd universities but t h t  i t  is also necessary t o  consider the  teaching of the 
social sciencee in secondary schools. A survey of t h i s  f i e l d  i s  now be.ing 
uldert?kon. Prasidrnt Leigh of Bennington Collage hrts secured Imve of ab- 
sence far  one semester t o  become a member of the Irstitute End to &o the field 
work involved. Dr. Leigh will visit R selected l i s t  o f  schools throughout the 
country pnd. prepp.re a r t p o r t  on the work now being dcin~  in t h e  s o c i ~ l  sciences. 
The repar t  m y  or  no t  be published. I t s  purpose is t o  furnish Profassor 
Stewmt with the background informe.tion which ht? need8 fn order t o  estlnntc 
~ccurately the undergrndde tencbing of eeon~mics ~ n d  politie~l science, 
Such studies of e lanent~lry  wrk in subjects which m e  b ~ i n g  pursued here on an 
ad-v~nced leva1 indicate mother w>zr i n  tthich the Institute can render vnluzble 
service t o  our e n t f r a  educattan~1 system.  

The work which Professor k l e  is doing touches both hfstory and 
political science and i s  c lose ly  linked t o  the p o l i t i c ~ t l  and military prablems 
confrofiting tho United States in the present emergency. Ffve years  ago 
Professor %rle begm t o  turn his a t t c r r t i on  t o  n i l i t a , r y  polfcy as a much 
neglected phasc of political science. He has invarious articles urged upon 
his tor ians  and p o l i t i c a l  s c f en t f s t s  thr importance of ~odrdin~tfng the study 
of military md mval problrms with the study o f  f o r e i g n  policy an8 in ter -  
national r~lntions. It so hrcppcna that Princeton Univarsfity hrcs in Professors 
Staccy and Sprout two mrn tarhose interests run very much i n  the same d i r e c t i o n <  
In codpsrntion wilth these two  men and a group of youngcr scholars who h ~ v o  cone 
t o  the Institute, masSLy on fel lowships g a 3 t e d  by t he  Rockefeller Four .b t ion  
~ n d  the C~sncgfe Corporation, Profeesor Tar12 has conducted for two  yenrs a 
ssminm on the foreign a d m i l i t a r y  policios of the Unitod Stn t~s .  Fran t h i s  
~eninnr hap issued already a noteworthy l i s t  of books and mticlcs ,  which me 
credf t a b l e  in thezselves ,  PA^ which have attrnc t ed additional intercs t because 
of the troubled internstionnl sttwtlon, the di f f i cu l t  prnblems in foreign 
polfcy confront ing  the country, the  thrent t o  our security. 

Thc topics  which have been discuss~d in t h ~  scninm PLII~ which have 
been elucitktcd by publications of the  ncgbers incl..ide t h e  A~eric~.n dogma of 
i s o l a t i o n ,  its or ig ins  nnd its npplf estbili ty t o  the present-dny world sltue-tion, 
the dip lomt ic  history of the United States, the  h i s t o r f c ~ l  s fgni f ic~,ncc  to 
th i s  country of the b ~ , l n . ~ c e  of power in Europe and the  Far &st, the problena 
of fo re iD policy confronting t he  coun t r y  ~t the present  t t n e ,  v~rious  problrms 
of international Lrtw, t h e  drvclopment of h e r i c m  mvd power, ~ n d  the  study af 
war as R social phenornsnm. 



There appears to be no other institution of learning in the 
United States which has concerned I t s e l f  with this group of Interests - which 
together might be denominated studies in political and milltary strateLg. 
Although the Emergency gives t o  this  work a charncter ef imgortuni ty, It 
should be strongly emphasized that i t  was not in the first i n s t ance  undertaken 
because of the energency. Ye feel that the integration of nilitary, fore ign  
m d  domestic pol ic ies  is a phase of hi~tory and p o l i t i c ~ . 1  science which has 
been much neglected skncs the dogs of Adan Snith and Alexander Henflton and 
that it tflfluld be o f  inheren t  i n t e r e s t  t o  the s c h o l , ~  even i f  the world s i t u -  
tion were not ~s c r i t i c ~ l  RE i t  now is. If scholarship bc j u s t i f i e d  of end 
f o r  itself, i t  is surely furthpr justified if, without departing from the 
cnnona of lewning, it cm contribute to the prablpn now confroctfng us as o. 
natf on. 

Leaving aside the iw.inent  dangers of the  moment, it is obvious 
that the greatest political and social problem confront ing  t h i s  and every other 
count ry  i a  the need f o r  some kind of international organization, lfke the 
League of Bations but more e f f e c t i v e ,  which w i l l ,  r i d  the world of the danger 
of such ca.lmitfes as the wars which have rayaged it trrfce wi th in  this genern- 
t i o n .  Ta accomplish this pacificm, friendship, ~ n d  good w i l l  are not ~noug?. 
To attribute wRrs to the baleful activities of mmftion m!t.ra or internntianal 
bankers or diplomats e~trusted with too  much ?over, or t o  t he  excesses of 
economic nationalism, is t o  ignore the p o l i t i c ~ l  r c ~ l i t l ~ s  of the world situa- 
t i on .  War i s  the product of International w c h y ,  and t h i s  an*.rchy is the 
i f iev i tab le  result of the doctrine of unlimited national saverafgnty with a11 
of i t s  emotional, psychological, p o l i t i e ~ l  and economic consequences. Until 
the natfons of the world can combine i n t o  some kind of effective political 
organization, sacrificing some part of their n a t i o n a l  sovereignty and dele- 
gating t o  this supra-national organization the power t o  enforc~. peace and to 
settle international- controversies by political and judicial arecesses, the 
world w i l l ,  continue t o  live-afn danger of war; and if the formation of the 
international organization is t o a  l ong  delayed, the resulting conflfcte bid 
fair t o  bankrupt the states concerned, lower the standards of  living of the 
masees of thc  people, and dest roy  the matcrfal mil n o r ~ l  f o w d a t i o n e  of o u r  
civilization. 

llhese considerations have en l i s ted  the active interest' of 
historians, political scientists, and educatj.ona1 foundations throughout the 
country. During the past t w o  gears a number of voluntary groups have been 
organized t o  study the problem. Peeling t h e  importance o f  coHrdinatfng 
theac effor ts ,  the Rockefeller Founde.tion called a con f~ rence  eighteen months 
 go of leading members of various groups out of which sprRng a codrdinating 
cami t t ee ,  now c a l l e d  thc horic;.a Committee for 1ntern.ttiona.l Studies. 
Professor  M l c  i s  C h s i r w  of thia Corniftee nnd its research director. 
Tho he~dqumters  of t h ~  Cornittee are hare at the Institute, its modest budget 
is m p t  by mi ~tpp rop r i a t i on  from the Rockefel ler  Poundation, m d  the routine 
administrative work of the Connittee is performed by Mr. W. W. Lochood, I t s  
Secretary. 

The Cornittee is a clearing an8 planning body, designed t o  aid 
and stimulate inquiries focussed upon American interests, opportunities, and 
obligations in the war and thc post-war world. 1 5  is a purely research 
organization, with no responsibility for administerfng funds or cand72cting 



propaganda. I t s  aim is to discover and encourage promising scholars in this 
f i e l d ,  advise them in t h e i r  studies, and !ceep them fnformea of t h ~  rtork b ~ f n g  
done by others,  5n the hope that by this ne.ar_s uscful contributions may be  
m ~ d ~  toward the  so lu t ion  of the problems which will confront this  and other  
countries at the end of the war. 

The Committee is t h e  k r r e r i c ~ n  member of the International Studies 
Conference and acts as the sub-committee of the Socfak  Scfencc Rrseareh Council 
for the stuQ of international relations. It 9s engaged in a survey of re- 
search In progress and in directing scholars to the sttldy of problems n o t  
covered in any existing Frogran. It occupies itself with such subjects as 
mil i t a ry  history and military problkne, thc  c b r a c t ~ r  of totalitorim gowrn-  
mpnts, both En t h c i r  domestic aspcc t s  and in their r:lations with o t h e r  
countries. I t  a s s i s t s  i n  building up a c o l l e c t i o n  o f  war ~ o c U ~ F ~ ~ S  in tkn 
:Library of Congress and has initfated stud1,cs of Americ~n interests  i n  such 
regions  as Latin America and the Far &st, T ~ P  ccntrnl issn~ sf public 
pol icy  with ~ ~ h t c h  it is c a n c ~ r n ~ d  is thc reconstruction of a more secure and 
proapnrous world order. Its ~ i m  is t o  f e - c l l i t a t e  the work of Amsricnn 
scholnrs in stn,ting, if not solving, t h ~  problems which must be ~olved if such 
world order is to be achicvob. 

My survey of thr work of o w  School of Economics and Politics would 
not be complete without R note &bout th? ~cttvities of the Economfc m d  Ffmn- 
cia1 Section of  the League of Yati .ons,  ten officers o f  which m e  now housed in 
Fuld F I l l r  They a r e  not form~lly members of tho Institute but they mdrc r. 
r e ~ l  contribution to our intellectad l i f e ,  ,snd t h t i r  ver j  presence serves t a  
strengthen the ntmasphere of internnt ion8. l  ~ n d  good will which 
should alweye  c h m ~ . ~ t e x l z e  this institution. 

They carry on the work of t h e i r  section here just ~s they did  in 
Geneva before the wm, ghthering economic and finnncl~1 information from all 
over the world,  analyzing it ~ z l d  issuing t h e i r  vnriou,, b u l l e t i n s  and o thc r  
publications in unbroken series. In addttion, they are unrlert~king vnri~ua 
studies of the ecunbmic situation which m q  be expected t o  c o r f r a n t  the world 
after the  trar is over, seeking to contribute as nlxh as possfbl~ t o  casing the 
difficult transition from war t o  peace econorrf;. 

Thcp arc an able and scholarly group and, whatever mRy be the out- 
come of this war ~ n d  whatever form the neu7 f~ternational organization m a y  t a k e ,  
they w i l l  @e needed- By &ving then here a place i x l  which t h ~ y  c%n hold  the 
mcnbers of their staff tozemcr ~ n d  continue t h c i r  work uninterrupted, the 
Institute Is m k i n g  a contribution, the value of which it would be hard t o  
overestimate, t o  the new and better world o r d ~ r  which we al l  hove b~lll succeed 
the hor ro r s  and, confusion of t h i ~  rrm. 


