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To: Dr. Flexner 

From: Mr. Riener 

Sub ject: Program of work in Economics for the School of Economics 
and Politics of the I nstitute for Advanced StuQy 

I have outlined briefl y below the type of work which I would like to 

inaugurate in the School of Economics and Politics, and the f acilities 

which would be required for an approach to the problem from t his point of 

a ttack. In framing t he prog ram, I have tried to take into account, as ob-

jectively and i mpersonal ly a s possible, t he four followi ng points of refer-

enee. 

1. The pl areof scholarship for whi ch the Institute for Advanced Study 
seeks to co nserve it s resources 

The I ns titute is no t directly concerned with schola r ship 
of t he under graduate or even the graduate l evel. As a 
minimum, it limits its work to the postdoctoral level, 
and wi t hin t his broad field put s its emphas is on the en­
couragement of genuine productive s cholarship at t he 
frontiers of understanding. 

2. The mos t promising fields for productive wo rk in the So cial Sciences 

A factual appr oa ch t o specific problems seems to me to 
offer the most advantageous opportunity for a genuine con­
tribution by the I ns ti tute at the p resent stage i n its 

I development . In economics the traditional t he or etical 
approa ch no longe r cownands t he i nstinctive respect of 
importan t groups of s cho lars, desp i te the fact that it 
i nterprets phenomena in t erms of a wel l - articula ted and 
internally cons istent body of doctrine. I feel that this 
has come about pa rtly because events during the pas t two 
decades have given rise t o srreeping changes in socia l and 
economic conditions on a l ar ger and more devas t a ting scale 
t han our theoretical anal ysi s was commonly understood to 
imply , and }:6.r tly be cause a huge body of factuaJ. dat a has 

; r ecently become available which constitutes a ma jor chal-
I lenge to the t es ting of our theoretical analysis. I would 
like , ther efore, to concentrate for the pr esent upon the 
explanation of some of these developments in terms of fac­
tual dat a now avai l able. 

• 
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3. The r elevance of my own training and ba.ckground to this work 

. My personal training is mos t hi ghl y spe ciali zed in the fi eld 
V of money and banking. From this central point of a ttack on 
~ economic and socia l prob 1ems I have acquired a considerable 

body of experience (a) in general financial problems, such as 
public finance and the scope and functioning of the securitie s 
markets and t he mort age market, (b ) in data rela tine to econ­
omic fluctua tions, such as changes i n production , employment , 
trade, etc., and (c) in certain aspe cts of governmental pro­
blems rela ting mainly to the place of gov er nment in society. 
If my contribution is to be eff ective, the studies i",hi ch I 
personally undertruce or facilita te sho~ud not be scattered 
but should be concentra ted f or t he most part in t he fields 
where my 8A¥erience is such that I can be reasonably satis­
fied that a creditable and useful piece of work will result. 

4. The limitations of the resources which we can bring to bear 

Program 

} The resources of the Ins ti tute are ample for first cla ss work 
provided we are modest in our approaCh. We will miss Otll" op­
portunities if we undertake too ambitious a program. It is 

I not our mandate to reform the world or rewrite the t heoreti­
cal background of the social sciences as such. On a less 
grandiose plane we should not necessarily feel required to 
draw upon our resources to su port all individual workers or 
specific projects whi ch come to us, even t hough they fall 
wi thin t he limitations described above . The field to be 
covered is far too large for us to underta~e a contra ct of 

l t his kind, either expressed or implied. To do so, in fact, 
would di ssipe.te our resources , both inte llectual and fi­
nancial . Our primary concern must be, not only to under­
truce work on a hi gh plane of sCholarship , but also to limit 

,!ourselves within this area to ef forts which are feaSible, 
lj which promise a credi table outcome, and which fall within 

our range of compe tence. 

Wi th t hese considera tions in mind, I VTould like to concentrate my 

e:f:forts .!' r the present upon the organization of factual da ta for the un-

-derstanding of economic problems , selecti ng k~J sitUk~tions for analysis, 

where, from my own e~Jerience , I know that the re quisite data fo r the 

clarification of understanding a re either already in existence or can 

readily be obtained. :Both my own work and t hat of members wh o mi ght be 
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attracted here to work with me would be governed by the requirements of 

t h is ~pe of a pproaCh. The following jobs to be done will illustrate • 

what I have in mind. 

A. The banking crisis of 1929-1933 was accompanied by many of the 
phenomena which characterized earlier crises, such as the panic 
of 1907, and was followed by many of the same eff ects. It dif­
fered from earlier crises, however, with respect to one key point, 

I namely, the availabilit.y of rediscount facilities in terms of which 
earlier panics have to a consi derable extent been explained. In 
trying t o stem the course of the crisis, most of the emphasis in 
1931 and 1932, both a t Wash ington and }Tew York, was placed on the 
elaboration of further rediscount facilities, such as earlier ex­
~erience h ad i ndicated was necessary. Finally, in 1933, there was 

\ 
~ subs ti tuted for this trea t men t, a prog ram of bank-capi tal re­
hab il:i:tl?-tion, the maj or detaHs of vlhich are only now begi nning to 
emerge- in off icial publications. In some respects, this experience 

. was parallelled in the German cradi t collapse of 1931, vmere the 
same gener a l type of treatmen t was also a-pplied. I believe t hat 
this situation contains the materials for- a major contribution to 

\ economic understanding. Now that the crisis is over, the secrec.1 
' which was imposed on all participants who were intimately f~~iliar 
\ wi t h the situation can be dispensed with and its essential charac-
teristics can be rulalyzed for the benefit of economists. I would 
not attemp t at first to aim at any t hing so imposing as an authori­
Itative trea tment of t he v;hole banking crisis - tha t problem will 
"~ occupying the a ttention of economists for years to come. I 
would concentrate rather on specific aspects of the situation where 
I am satisfied (1) that a contribution ~a.n be made because of a 
lack of understanding of the f a cts, and (2) that the facts exist or 
can rea dily be ob tained to illumina te the problem. Given these con­
ditions. I would t~J to locate one p~erican expert. and if possible 
also a German expert, to deal with the p roblem simultaneously. I 
would select these experts on the basis of (a) f amiliarity of con­
·tact. (b) technical proficiency . and (c) economic understa.nding. 

I By 'bringing men of thi s calibre to the I ns titute as members for six 
i months, or longer if neces sary, and qy creating an atmosphere in 

which they can distil the understanding they have gained for the bene­
~ fit of economi s ts, we will be con tri buting to productive scho lar­
~ shiP at ~le frontier of knowledge in this field. 

B. A second opportunity for rr~cing a specific contribution of this type 
exists in the field of comora te finance. During the 1920's con-..... ----
di tions were fa vorable to ·the-·b'lli1: iug up of cOlJ?_orate _qe.!:?E _.1?al~l!ces 
upon a scale unprecedented in history, and also;'l[ am inclined_ ~o be­
lieve ', to an extent· that was no ntempl atedby economic theory. I 
would like to attra ct a first-class member or worker, fitted by ex-

~. 
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perience to deal wit h t he p roblem, to explore t he origin, use and 
some t h ing of t he consequences of these funds. We knmv t ha t from 
1927 to 1929 they appeared on a huge scale in t he sec-uri t y marke t s • 
in the form of "loans t o b roker s f r om non-banki ng lenders II , and as 
such cons t i t u te d an a bnormeJ. sour ce of funds wi th hi ch our credi t 
mach i nery was not fitted ~J experience to deal. It i s more difficult 
to tra ce t he eff ect of these funds af te r 1929 when they were with-
dr awn from t he brokers' l oan market , but I susp ect that t hey contin-
ued t o pl ay an i mportant role in subsequent credit developments , es­
pecially during t he crisis of 1931-1933, when l ar ge-scale movements 
of funds from bame to bank in search of safety ager ava t ed the in­
stabili ty of t he banking situation. Now tha t the whole period has 
r eceded i nt o histo~J, I t hink that we can, if we approa ch the pro-
blem properly , secure a ccess to r ecor ds which will make it possible 
t o anal yze this movement and bring its main implications into the 
t hi nking of economists. 

c. The cir~nstances surrounding t he departure of Grea t Britain from 

D. 

the gold standard in 1931 afford an opportunity for a somewha t dif­
ferent type of activity on the part of the I ns titute. In going over 
the literature coveri ng this episode, I f ind a general assumption 
on the part of pr actically all economists t ha t a se rious over-valua­
tion of t he pound sterling in r el a tion t o other currencies constituted 
one' of the basic causes of the crisis. Such dat s is assembled to 

1 support t his point, however, re fe rs nBinly to t he pound in r el a tion 
t o continenta l currencies, and doe s no t seem to me to be a t all con­
clusive so fa r as dollar-sterling parities are concerned. A study 
,~p clear up a key point such as th is would also f all 1tithin the type 
of work upon which I would like to see the Institute engaged. Price 

'd~~ta is so difficult to manage ob jectively , however, that I am not 
~sure such a study could be made. In cases such as t his , consequent~, I I would like first to conta ct leadi ng economists of different schools 
o~ haught, seeking their views on the p roblem and r eques ting t heir 
a sSistance in outlining the fa ctual t es ts whi ch t hey would cons ider 
v;alid. If it appea red, af ter such consu l tation, t ha t such a s tudy 
could be made, I would l ike to s ee t he I nstitute in a position to 
participate in its execution. 

Finally , there are innume r able si tua tions whe re economi s ts a re "\ll1a­
ware of t he significance t o t heir t hi nki ng of data which i s a lready 
available. The gr owt h of factual data has been so rapid in recent 
yea rs t hat all of us are guilty of resorting t o inference and sur­
mise where we mi ght proceed in the light of knowledge . In go i ng over 
economic literature, I find m~s elf constantly wondering whether the 
author, when he mad e his analysis, was aware of certa in dat a with 
which I happen _)e rso~"1 11y to be fam iliar, or whe t he r dat a subsequently 
develop3 d would have changed his judgment. As a result, one cannot 
be sure of the extent to which apparently serious clashes of opinion 
among economists r eflect genuine differences of poin t of view or 
merely deficiencies in t heir famili8l"ity with relevant data. To 
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minimize t hi s l atter i mpediment to a more constructive common attaCk 
on our problem, I would like to undertake the eS'k"Lblishment of a 
series of direct conta cts with other economists Qy cor r espondence 
on a mo r e elaborate scale than is commonly conducted. For example, 
when, in t he ca se of a given writer, I find myself in doubt as to 
whether he liaS familiar wi th certain data wi th whi ch I have been in 
touch, I would like to be in a position to organize the relevant ma-

, terial, but if it is undertaken objectively and con tinuously over a 
( period of time as a major par t of the Instituter s activities, I be­

lieve it would repay itself many times over in e r adually develop­
~ ing a more uniform approach to economic problems. 

Comments 

The for~oing eY~~les are illustr~ons of t he k ind of approach whi ch 

I would like to adopt. They would engage the activities of the Institute 

in economic p roblems a t a l evel of genuine advanced study and woUld foster 
'. ~ .... -;p,,~, ~ ... '" . 

, ~P" _...- -'~ -" " ' - ..... ~. -.- - _._ 

the developmen t of i ntellectual co t a cts wi t h pro uctive schol a rs in t his 

field throughout t he worl d. The members brought to work at the I ns titute 

would be definitely above the average of t he post-doctoral grade and on a 

par in many cases with the faculty . The scope of the program , fur thermore. 

would a t all times be wi th in our control. \19 would be moving into situa-

tions where we could be r easonably confident of constructive results and 

would be in a position to expand or cont r a ct any given l ine of activity 

in accordance wi th its mer its without regard to overly l a rge prior commit-

ments. 

Cost of Program 

The program can -be i naugura ted, I believe, without going beyond our 

resources. As it develop5, however. it will be necessary for us to secure 

\

additional support f rom th e Foun~~ns. If we seek workers or members of 

the' calib;~ -~::~~ted -::::' -:~elY accredited specialists holdi ng in 
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many ca ses key positions, we will. h.·we to maintain t hem a t a rate of r e-

. \ munera tion Consider ably higher t han would be requ ired for younger post-
... . , .--_._--------- ' ... --. 
do~to ral schol a rs. This cost , I would endeavo r to cav er by specif ic 

- -
gr ants from the Founda tions, whi ch would , I believe, be anxi ous t o sup-

Dort wo rk of t his promise . There i s no pro v ision , t her efore, in t he a c-

companying r equest for assi s t ance t o cover t he cost of c ar~Jing t hese -- .. -
members . The I ns titute, on the othe l' hand , must stand ready to supply 

the f a cilities for work of this calib re, not only in the form of adequate 

office space, equipment, and secretarial service, but a l so in the form 

of sta ti s tica l f a cilities of a hi gh orde r of co mpetence . The a ccompany-

r) i ng memorandum outlines the cost of facilities of this order and would 

certainly be adequate for t he r emainder of th.e :P:r.~_§'~llt_ aca~ year and 

the· first par t of the follOwi ng year. Later , s hould the prog ram develop 

a s is hoped, additiona l office space would be require d as well a s a 

moderate furt her expansion of clerical and secretarial facilities . 

Dissemina tion of Results 

It i s t oo early t o hazard any definite plans for publi ca tion of the 

findi ng s which will r esult from this prog ram. We can , h <wever, i ndicate 

the a ttitude from whi ch we a re a~proachine t he problem. Thi s a ttitude 

may best be expressed by stating that Y1 e do not look forward t o an out-

In general, I put of bo oks as our chi ef means of dis semi nating our work . 

we would not encourage t he publi cat i on of s t u.dies until t hey bad pro-

gr essed t o the point where t he co ntents would cons titute an aut hori t a tive 

con 'r ibution coveri ng a major a s. ect of t he field. Te would seek to en-

courage, on t he othe r hand, the i~nediate dissemination of the r esults 

of our work among all ~ cholars to whom it Vlould be profitable. This we 

t ould do through a heavy reliance on short memoranda covering very specific 
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points of anal ysis which we would endeavor t o make avail able by dir ect 

\\ cont a ct or correspondence wi t h economi s t s wl sewhere who are work ing on 

similar problems. If. ~T attaCking our problems and dis semi nating our 

resul ts i n t his way . we can help to develop a greater Qegree of common 

understanding and baCkground among economists, we will have made an im-

portant collateral contribution to the ef fectiveness of the Social 

Sci ences. 

• 
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( COpy) 

De cember 1 , 1 ~ 9 

De8T _ esident de lot te : 

• _ou as ed me , in the course of our cOilVer satio thi s morning , to dr "I 

up a progr am outlinins t he t "e of a ctivity ',hich I t ink the econor . c s g roup 

t t he I n s t itute should follor! . I no.{ of no better '."l ay t o meet t hi s r equest 

than ( a t o submit t he at tached eL~ibits, (b to describe the circumstance s 

under '.,-hich thp'r .'1e r e wTit en [n d ( c ) t o indi cet e the ext e nt to .;hich t he subse -

uent experience Wld develo ents have modi i e d vie ', s end r e commendatiOl s 

t h r e s et forth . 

f irst 1ibi t i s t he ro rEm f or t he e cono ics .! or ut t he: Institute -
u hi ch I pre Gr ed in t he sprino- of 19 ' 6 , d ring t he f ir st ' ear of ill r esi dence - -
her e i n P inc to • ( Exhibit ) . It i s in the f orm of a mernor &ndum t o Dr . 

l exner entitled , II Shc~ the Institut e concentrate it s "'f ork i n e eono des 

in t he ield 0_ fi ne. ce ? II It r e comme nds ( a thd the I nst i tute for Advanced 

stud eoncentr ete it s 'or k i n e cono.'i c s in the general. fi e l d 0 f inance , 1nd 

(b) t hc t it tmdert cke t o org £mize l ar ge sc £'l e ro r ~m of r esearch i n finance . 

1 \,,0' I d no l on er r e COInl!len . the orgen ' zat i o of the rese~reh pr o r am at 

rinceton ue t o s l'.bsequent developments d t he I ti o"al Bur ec:.u of Economi c 

Research . I still recommend unreservedly that the Institute concentrate 

'-.....l ~ it s work in eeono ; c s in f inance for t he S2..me re ,-.::, i . set d own d lenat i J. t 2.t. 

me Or r .l1 um • . 0'1 tu be si of subse qu , t e .. ,t:l er i enC3 i .. ev 1 i g t e I t · t ut@ f ~ 

c.ct i vities in 

I 
fim:n cs wich i s i r 

i nter nE.t iollal fin " ce o 

I t ool . 0 'j str S5 c,n pe ct f c. vance i -ri..: , i . 

• .fJlici t i 1 t he meL on.! dUEl , m: ' e y 
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own activities since the cbove memor al'l ~lum JH ... S • r·tt em hE...ve bee d ­

voted al mo s t wholl to carry i ng out the obje ctiv es t here set f orth . [!~y pr o­

cedures , of co, r se , have been flexible . d adapt ed t o ",hat was f asible .JIn 

t e s ring of Ii 6 Dr . Flexner did not f ee l th t t he Institut e was in • 

position to roce ed i mmediate ly , either with t he additiom .. l a pointments in 

e conomics r e co lnended in memor ~ dum of March 13 , or wit h the progr ara of 

f inancia l re se rch on t he s cale envisioned t he r ein . Instead he sent me abroad 

to impr ove my cont act s with f ore i gn 6c 010mists and to g ai n first hand axper-

i ence with cert ain aspe cts of internatio al fi nanci al problems . On t he day 

of my r e turn, ho ., ever , ther ", c ame an opport unit t o f urt her the research pro-

gr am I had ih mind in the form of a t e legr am fr omJoseph "rillmt s . In that 

t e legram he aske d me t o at tend a confer ence of le adi ng bankers and economi~t s - . -
t o explor e the possibility of inaugur ating a mo r e compr ehens ive att a ck on 

financi al problems t hrougl! a progr am of r ese ar ch . As a result of the con-

- f erence I undert ook to a ct as chairman of a committee of t he Nat i onal Bure au 

of Economic Re sear ch t o dr aYl up such a pr ogram, a work whic h a.ent l- at ed in 

a t wo vililume r eport. Volume One (Exhibit B) fo r which I was l argely re-

sp~nsible , rec ommended a pl an for a compr ehensive pr ogr am of financial r e -

s e arch under the ae gi s of t he Nati. onal Bureau of Economic Re search . It was 

ep's ent ially a development and adaptat i on of the r e aearcg mrganiz at i on ..., out -

I. lined in my memor andum of March 13 for adoption by the lnstitute . Volume Jne 

also recolllIDended a comprehensive progr am of spe cific major inquiries in 

finru1ce . Volume ~o (Exhibit C) repared by Pr ofes s or R ph Young of the 

University of Pennsy lvania, who cted s Se cretary t o the ColllIDit t ee , presents 

an exhau stiv e i nvent ory of a l l project s in financial r esearch g Jing forward 

~t that time , in univor s ities , r eaearch i nst itutions, publi c agenci es and 

priv at e bus iness and financial i nstitutions . 
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Under t he lea~dp of Jose h Wi llit s , the rogr am recoW! ended by the --
c ommit tee w c~s ado t e d by the Nat i onal Bur eau of Economic Re search and large 

I 
gr ants of f: ndS have been made f or i t s s upport fr om pr i vate ba" king _in~~-
t i ops a nd pub ..... ic agencies as we l l as the Rockefelle r Foundat i on . I • 

,', .. ·.-1 ...................... ".,,' ........ _ 

h ave per s onally participat ed int imat ely in t he sc i entif i c a spe ct s of t he 

progr am fr om t he beginning in a number of capacities , ( a) e.s a Di r ect or of 
, 

~ he Nat ional Bur eau of Econ omic Rese arch , ( b ) as Chai rman of the Nat ional 

But e au Commit t e e on Re s earch i n Finance ( the s cientif ic commit tee dir ectl y i n 

char ge of t he rogram~ , ( c ) as Chair man of the Nation al Bur e au Commit tee on the 

Cor por at e Bond Study ( the operat ing commit tee dir e ct ly i n chagge of one of 

t he t hr e e ma~ or r e search inquir i e s nm¥ under vay) . The present st at us of t he .. ~ .. -.- --. 

p r ogr am i s out l ined in t he at t ached document pr epare d by t he Nat i Oll al Bur e au 

of Economi c Re~ e arch ent i tled, "The Financi al Research Progr am of the Nat i onal 

Bur eau of Ec onomi c Re s e arch . "( Exhi bit D) 

My part i cipat i on i n thi s pr ogr am t akes vari ous forms such as ( a ) sugge st i ons 

of are as of i nquiry, (b) fo r mul at i on of specific pr obl ems and pr ocedures 

f or rese ar~h ; (c) cont i nuous cont act :iit h re s e e.r ch ' in ,.p r.ogre s s t hrough t h e 

medium of confe re nce s vrith t he per s onne l engaged d criti ci sms of wor k 

me oranda and manus cript s . Thi s deve lopment has brought to fruit ion a gr eat 

par t of t he s ec i fic re search i nquirie s, cont act s and i l'lf l uencing of younge r 

.personnel contempl at ed i n my memor andum of March 13, 19 36 . Cons equently I 

woul d not now ersonally re commend that t h e I nstit ute f or Advanced Study i n aug-, 

'. urate a duplicate pr ogram i n t his f ield , but r at her t hat prof e s sor s and 

m,ember s of the :Ill nstit ut e in Economics maint ain their r e search cont a ct s in fi nan ce 

by s :imil ar act ivm pa r ticipat i on in thi s and comparable wor k now goin forwar d • 

. Pro~e s s or Warren , for exampl e , is also a member of thl COmmit te eJon e se a r ch 
.. ~------,--- -.~---.--

, in. Finance of the I ational Bur e au as well as of i ts Fisc al Pol i cy Commit t ee . 
~.~ .. '.-.--...:.Jo. 
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The memorandum of !iarch I ' , 1936 did not contam l at e that the e conomic 

\W Or k of the Institute be confined ~ act ive p ~ticipati on in financial r e-

I search • .Lt l anned that it ::; f acult T Nor k at an adv cnced l eve l t J. !'oughout the 

r a "ge of financi al probl ems , that Princet on be a pl a ce where s e ci ist s i~ fi a ce 

would come from abro ad as we l l a s he r e and that the f a cult be of a quality 

that would be called u on for advice , from abroad as we lVas f r om her e . My 

experience to date has ilmicated more scope fo~ t hi s type of activity t an 

could safely be assumed at t h.t time . For exOOl l e , during the winter of 

1936- 7 , Er . Huinphr ey Mynors, e cono:"i et ( no·.7 secretary) of t he Bank of En land , 

sIB nt thre e\nont hs in r e s idence at the Institut e at Princeton . During the wint er 

of 19 8 - 9 Hr . Henry Clay , Econo_ ' c dvi sor to the Be. k of England , likewise 

Cal e to the J.nstitute for a period of five '>'leek s . In the utumn of 1 6 I 

be c GITae, intil1lUt e ly associated with t he financial d e con omic activities of , 

the Lea ue of Nations , sitting ~fith the Finance Committe e , the sub-co llit t ee 

\on Financial statistics o£ the s t t i stics Co ·niHee, and the Del egation on 

Business Depflessions" This fork, which neces sit at ed t wo t _ i " s to Genev 

in 197 , t ri O i n 1 38 ' d one j ust befor e the outbr eak of war , bro Lght me into 

intimate cont a ct on a vlorlcing b asims .vith e c onomists an L'inanra s e ci alists 

~bro ad . In ddit ion, fr om June 19 :]7 to March 19 38, I ~7asfnvited to a ct as 

S ecial Consult - t to the St abiliz ation Fund at the Tre G-sur - in Eashin "t 1 • ... .. ," " ~. . .. 

[Since t ha out brerk of the V! ~, t ogether \7ith rofes ~ or Ste'1art and Pr of essor 
, I 

I 

1 Viner , I h E..ve agai~bee invit ed to c.;.ct a s Spe ci e.l (J.viser . to the e cret ary 

--
of t he Treasury. In t hese da s of cri s i s a d of_icial secre cy these co t E..ct s 

have be e n inval r::ble . They const i t t e 8.lmost t he or 1 means by which the e co omis t 

se eking to \"lor k at an advanced level in i t er nati onal fi nance can obt a in 

t t '1 b f 'I" 't l"elev t p~oble s ~~d make an effective rele van m8. er~a , ecome eml l Br W~ _ J. ~J. 

Up to l ast year, the scope of york of t hi s ty e 1QS limited by contribution • .;..... , 
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t e f act that I ':re.s the only a ) oi ntment i n thi s field c:.t the I nst itute . Ther e 

w r S no gr oup at _ 2-nceton for out s ide spe ci ~.l ists to vis~t . It consist ed , there­

f ore, to o If."<l' ely of nr; hc.ving t o move out to get into effe ctiv e cont a ct l7 ith prob-
• 

lems . 1[i th t he advent of Pr ofessor s Stevrart 2nd \'[arre r! thi s defi cie ' cy " ill be 

re ,led i ed , shoul d the co cur in the ge n J, r gr wl'. I he.ve e ' e .. v or ed t o 'I or k out . "--
Our e ople Jill stillr cc..lled LW.C, _ ~~o o~ ~L,c~to - .!..r o time 0 t i me - t 

inevi t c,ble f or a pr ogr ::u.1! i i nt ern:::..ti onc.l fin ce , but t e r e, il ::.-1'.' 

at is 

s be 

thers here t o maint ·, 'n r goins c ~ncern t ?rincetol -.; he r e ou t s ider s 8. co e or 

cont u.ct u nd t rc. ... ini:ug . 

This outli e i di cate t e e1 e r w. 1'0 rtm " htth 'he..ve had i n i nd , t 'at e r 

-.~ Ii h the ad 2- tat i 1 s th t have be e t) rced b ti e arh ' ci rc ' st r
' ce s . e f! ite 

tLe s e ade.pt "tions, i t r epr e e t s , I beli eve , 8.. co sist e t dev lo~ment ob-

j ectives st rted at the be im in in E. furl . l' cise form. Uj,J until ver re ce t l 

it has be v/ orked out 0 1 sol e re s':) onsibi li t • r ov thht ';'al ter t ",,.-ar t d 
ot 

f
~'Obert \Jarren hc:t.lT e joined us , the si u t io' l S different . Th~L~.::~!::.~~tt~ 

to t i s l)rogr am, of cur se, but ar e as f r e as I hc..ve b en to pr oj e ct tl eir ';1 r k 
.'~.,._ ...... _ ___ ~._.___ !.1'" ._ ••.... _,., ..... _"' ... _ '.. ___ • __ ____. 

il the dire ction t hey de " most effe ctive . l~eve rtheles s, the ar both f the t y e 

1. envis ioned in thi r o r i . e . , th3 ' e e c ono_i sts higl ' s e ci i aed in f i nance , 

,n at i oncl n d i nt er nation , <0 d their i terest s cove r ve r y much the s ame r " ge 

of i nt r e st s as e re ot.:.t l il e i r i "'imci memor " dum of 19 6 . .... ,bile I ca nnot 
'-. -j., ..... 

· s e fo r the , I ,/Ou l d co' sider t heir activ i ties cover ed als • For eX2mpl e , t h e 

' <:lUtline of activiti es sugge s t ed b - Pr ofess or -' arre in hi s l et t e r of Dece nber 8t h s.,,~ 

t J osep '; i l lit s xhibi t E) i ndicat es ty e s of a ctivit i es 
.. -~ .. --.--.-- 0 ' 

f allin . i thin tel v"irl-
I \ <-6\ 't 0 J:;; 

ener a l p at te r • Iv \IV:: S 

Ve ry t rul y our s , 

r eside nt Fr snk delot te 
I nst itute f or Advanced Stud 
Pri n ceton , N.J. 

"linf i el d W. Rief le r 
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March 13 , 193 

MEMORANDUM 

To: Dr . Fl exner 

Fr om : Jr . Riefler 

Subject: Shal l t he Institute concentrat e i t s work in economics in the 
fiel d of Finance ? 

There is an o~ ortunity for the Institute f or Advanced Study to 

carve out f or itself a mu ch more unique posit ion in economics t han 

seemed possible as r ecently as last aut umn . To embrace t he op ortunity , 

• 

~owever, re uire s a fatt l y definit e commit ment t o cultivat e syst ematically 

the field of fi ance d to make addit i on5.1 appoint ment s en d to creat e 

addi tional f aci lities to th at end • These commitment may be d r obably 

ar e mor e def i nit e than t he I nst itut e desir e s t o undert ake at r esent . The 

s ituation is such , h owever , t h at the whol e subj ect de serves t he de e est 

consi der ation . 

as ons for Concentrat i on 

The advant age s of cvnde tr ate d develo~ment of a articul ar hase of 

e cono i Cs , as contrasted wi t h att empt to cover t he .whol e fi el d, r e uire 

l i tt.le comment for t..n i nst itution dedi cat ed to sch olar ship on advanced 

p~ane , provided only t hat the fiel d chosen for conaent r ati on be suff icmmntly 

import ant to merit con si st ent d syst emat ic devel opment . I thi nk you are 

r esponsi bl e for the observat i on that it is only at t he undergr aduate l evel 

that a duc at i ]nal i nstituti ons sh ould saek 
primary 

to me et a Ife sponsibility f or 

broad and competent training i n all f i elds of scholarshi p . In gr aduat e 

schools, End e specially i · an institution at t he post doct or al l evel , 

t he main emphasi s i nst ead should b0 pl aced upon achi eving distinction in 
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a limited m,.mber of careful y se lected f oca l oi nts r dher than upon 

broad cove r e . Shou l d such a pol icy be adopted gener ally in e cono_.ics i n 

the gr adu ate schools of thL country , the calibe r of adv anced Vlork wouJd be 

en or mou s ly f or warded . Instead of diffus i ng t heir ener gi es trying t o cov( r 

the univer se , each l eading univers ity woul d concentrat e upon uali ty in 

some one fie ld with the r esult , s ay, that adv anced students wou l ci train 

as a mat te r of 60urse at Harvard if they wer e inter est ed i n gener al 

economic theor y , at "nne apoli s or 9tanfor d if they wer e i nter este d in 

agricultural economics and at incet on if t hey de cided to spe cialize 

i n finance . I h av e consulted Prdsident Dodds infor mally upon thi s 

aspe ct of the subject and have found him not onl y sympathetic but 

anxious t o coo e r ate by building up the Princeton graduate f a culty in 

the same dir ction . The proposal then is to endeavor to mcke Princeton 

as a locality , including both th", Gr aduate School of the Umversi ty and 

the work in e c onomic s at t he Insitute for Adv anced Study , outstanding in 

th e f ie l d of finance . 

[hoice of f i nance as the f i el d for c oncent r ati on . 

The most import ant decision from the point of view of the Institute 

dre s not r evolve around t he r e l ative advantages and di s adv antages of 

concentrati on, but r ather around the choice of f i nance c<s a specific 

\ f1eld for concentr at1on rathiP~~ay , economic t heory . Here, cert ain 

Imi nor advantages a c crue from t he fact that t he pri :lcet on Gr aduat e 

School has alre dy a chiev ed minence in t hat fie l d d that t he gr eater 

part of my O.n ex erience ha been a ined in dealing rith financi 

probl ems . In a mu ch more basic sen se, however, ev en "i thout t akin i to 

a c count t he spmcific op}ortunity outlined beloi, t he fie l d of fin ce 

h as gr eat erit from the point of vie"'f of the Institute . 

1 . It i s of pro ary soci al and econo ' ic im ort ance . Problems of finance , 
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espe ci l y monet ary policy, st ' d at t he very cent er of the public 
probl ems wi t h which til ." "l url d i s wre stlin d dll in 1 probabi l i ty 
continue to ' Tr est l e durin ' t he llext generati on at the least . They ar e 
problems , f ur t hermor e, that call as a m&tter of course for i nsi ht and 
guidan ce fr om the e c ono , ' st • 
..... '.~ .:. c -

. There is no outst~ ding educat io al institution in t h e world which has 
conc entr ated heavily i n t his fi e ld . The sch olar ~ of outst anding r ep- • 
ut ation can almost be count ed on t he fi l ger s of t wo hands . ~r.ost of 
them work in r el ative i sol at ion en d many of them su ch a s Walter stewart , 
rie .,r Cl ay, Benj amin Anders on , RoG. Hali/try and Alexander Goldemreiser 
have no a cademic connections 0 Fairly J e ll defined grou s of younger meLI 
,ha.v e ro In up aro und J .M. Keyne s and H. arker Villis, but i n neith er 
case are t he f a cilities av ~ 'labJe so comprehensive or halanced as to 
constitute an a uthorit ative center of training such as is envi s io ed 
in this program . 

3 0m fi nance the s cholar must of ne ces sity s ubj e ct the r e sults of his 
thinking to t he f act s of r e c.l life . If he i s t o be effective he must 
combine , f ur thermor e , a broa d theor e tical b a ckgr ound with a high d gree 
of shee r t e chni cal profici ency . It i s l argely for this re as on t hat so 
l arge a pr opor t i on of the outst anding r eput ati ons e f ound outside the 
un_versitit e s and so f ew of the univers itie s have been able to give their 
most .rolIlJ.s ~ng professors sufficient fr eedom to a cquire the technical 
pr of icie ncy r e uire d . 

4 . An ext r ' ord.!inari~ bro ad r an e of e conomi c proble s f ocus under t ~e 

ge neral he a ding of f inance . It r e s,ehes so f ar, i n f aet, that the I nst i tut e 
woul d be in 3) me danger of h aving s elected t oo broad a rie ld for intensive 
development r ather t hQl of having c ommit t ed itself t o activity that 
might prove to limited in s e o e . To menti on only few of these r ami­
fi c , t i ons , tho prop er evaluation of financi an d onet c::r r oblems re ­
cuire s r oficiency not only i n r obls l vf c entr ".~ bankin , on t y t an­
dards of va l ue ' 1d t ie foreign excha:1 e • In additi on, t he st ude t must 
be ex e rt in financial or Er iz ation, in the monetary h [,s e s 0 e cono c 
t heory, in ue tions~f public f L "ance &nd taxat ion, in t he t he ory d 
he~omena of rice oveme t s ' d in econ mic f luctuati o s t he theory 

of t ~le eo-called bus i ne s s cycle . 

Cooper ction wi th Government an Foundat ions . 

In additi on t o these gener ~ co side r atio s N i ch ,l Ol ld i n ca s e 

ma r c t he f ield of fin ce a Ol e hi cl t he Institut e should cart'vass 

msetca ref lly befor e decidi ng u on t he direction of its emphasi in 

e c onomics . I f e 81 I h ve loc ated a very r ich ':1 0. in many senses uni ue 

o portunity J h ich the Institute mi ht gr asp , if it is i n a o s i t ion to 

e a decis ion no' . As t hi s 0p .t-lortunit ~' isJstill inthe r e <..lm of an ide ~ 

wi t h no c ommit me t s made 0 any s ide , I c al~st describe it by r elating 
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per sonal e x_.B rience s in r e cent we eks . 

In a c co rdanee -ith the s pecific project s outlined in my memr dum 

of l ast autumn , all of whx h i ncident al l y f e l l in t he fi e l d of f inance, 

I have be en endeavoring t o s ee whethe r it vas possible (1) t o agre e un 
• 

t he individual s chol a r best qualified t o work on eac of t hese problems, 

-( 2) t o rnake arrang ement s i ving hi m access t o needed mat erihl s and f a cili-

I tie s , and ( 3) t o det a ch him l ong enou h from h i s current r esposibilities 

,to pe rmit the executi on of the project . To date , the- diff iculties have 
t he 

revolv ed lar<:. e ly a round t he l e.st point . I h , ve f o und" experts 

h ad in mind not o!lly vi lling but anxious t o work on these problems and the 

i nstitutions affe cte d re ady to give ample acce ss t o f a cilit i es . The g r ant ing --
of a more of les s ~u~efinite l e ave of absence t o a k ey indivi du al in a 

: ' fun ct ioning org ru1iz at ion , on t he ot he~and DRS pre sent ed a stumbling block . 

·With t he best cooperation in t he world , the f act remai ns th at expert s .. of 

the t y e I h L ve i n mind CBn ot l e ave t heir organizat i ons for six mont h s , 

a y ear or t -N O years .without pl a cing th eir pos itions in re a l j e opardy . J hav e 

n ot , t her efore , f e lt j ustified in ushing the _r oj e ct s until t h i s maj or 

,1,diff icult could b e r emoved . 

This cont act lOr k , on t he ot her '.hahdtt ... ;:;h e.s s ug e s te d the op ;,?ortunity 

vyhich forms t he oc casion for t hi s memor andum . In c Cl'lf ere nces at the Social 

Scienc e Research Council, at the Feder al Reserve Bank of Ne r York, at t h e 

Feder a l Reser ve Bo ard in Vvash il1.gton and also i n di s cussion s - ith a consider-

a bl e numbe r of i ndiv;iduals wh o are intimat e ly conder ned with t he curre nt 

c onfusion and conflict s i n monet ary and finan cial theory, i t ha s been urged 

( t hat t he I nstitute shoul d undert ~ke t o pr ovide l e ader sh i p i n or g ani zi ng a 

compr e he ns i ve at t a ck on the t he oreti cal and f act ual probl ems inv ulved .• dhile 

, t he v arious concepts as to what might be sined f r om such l e ade r ship are not 
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at 1.''<.11 t h o .t throu 11 a s yet, and c ould not be until th. pr oj e ct 7ms 

well under we_y , .1 t i nk I can best summ ~i ze the canmon dtitu"de ~:rhich 

I h v e found by dr m!in an e,l1alogy showing the co ntr ast between t he 

st ate 0 i nformed thinkingfll financial 

which fol101'1ed the drisis of 1907 . 

d monet "lTY matter s t oday and t hp.t 

After 1907, Con re ss ap o int ed t h e Nati :mal Monet y Comrfiission t o 

rmake an exhaustive inve stigation of the re a SO:1S for the cris i s and the 

weaknes s e s i n our fin " cial stru ct u. r e which i t had exposed . This under ­

t akin ' r esult ed ev ent ually in + ge seri es of ubl i cat i ons , men of y{hich 

to b e sur e made r e l ative l little cont ributi on to our thinkin on the 

probl em. At t he same time a f airly gener al agr ee- e . t w c~s r e t- che d as to 

t he causes of the cri s i s d as to the l! ain element s of r efor i n our 

finan cial stru ct ' re the.t 'wer e indichted . T[rl. s di M nosi s , Thich dla e d the 

silve r c ont rov er sy of 1896 uld 'ihi ch result cl eventu ly in the creat ion of 

t he Federa l eser ve y stem , w s not oonfine d t o e c o o:ni sts; it embn ... ced 

I e is l ator s , fine cial l e ader s '" d s t at e s .,1e a s 'lI'e ll. ;H hout ue st i onil 

t oo de e' ly the. correct "1eSS or d th of t he di ag.o is re a ched , t he f a ct 

remruims t hd the effo rt, t aken as a whole , constituted a. maj or c ontributio" to 

. t he ever r e current problem of brill ing t he schol - in the s oci8l screences 

int o effective cont a ct 'lith t 18 r eal robl em of modern social or <' i z -t i on . 

As compared itl t h o recent vl or l d -dd cris i s , t hat of 1907 a ears 

un impor t D.nt fr om alme$~ . y point of v iew , Tet no c m' r ehe- siv e at tem- t as 

yet be en launched to ev u at e it on anything l ike the uthormt ative s c I e 

that w s t h Jn nndert t.ken by the Nati oliU 10net '" y COIDlili s si on . It is thi s 

le a er 3hi ilhi ch t hs Institut e i s bein ur ged to u de rt ·J~e . 

I h av e tal~~ed th:.s p r .posel over with numer ous key individuals wh o 

vo 11d b e involved and so far h ve f ound them una,nimou s l enthusi c.stic a d t -

ur gent that we proce ed i mmediat ely, -1fith the si ngl e except i on of i'alter 

st e "Tart who was fri n01y b t di d not seem t o be e 1t us i a stic . t t e 
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Socia l Science e se ch Co~~cil, f or ex r le, I uas re uest ed t o fr e u 

a specific r opos a l im diat e ly so that t hey coul d sound out t ile possi bil-

it i e s of financing the proj ect . At the Federal Reserve Bank of e N York, 

I .. a s ur ed to go ahead and pr o_ . s ed heart ·· c ooper c.ti on in maldng cont act s 
• 

and obt i ni ng material . At t h e Feder &l Reserve Board in . a hi n t on, Dr . 

Goldenueiser was e uall y enthusias t ic d t hought t hat t he Board might 

we ~ come t he op ortunity to cooper at e f or mall y in a joi nt , .£.ar r e e.c li ng 

inve st igation of t e financial cri Si s , detailing it s own expert s t o partic-

i pate and shoul de ring t he heavy ellq)e.nae t hat mi ght ens ue in the det ail ed 

examination of it s o',m r e cor ds . I h ave also g one over t he ge nera l s cope 

of t he proposal with sta cy May who ha s made valu ab l e suggestions as t o t he 

e st form i n which an inquiry of thi s kind shoul d be set up . To s~marize 

the se r emarks s o far: ( 1 ) the need for a comprehensive in uiry of the t ype 

contempl ated i s , I think , almost unquestionelil, ' ( 2) I have fo m d n ot only 

enthu s i asm for the inquiry, but also an ext r aor dinary desire to cooper ate 

on the part of t hee 'whos e cooperation would be almost essential, so far a s 

I hav e be en able t o s ound them out; and ( 3) I h ave been urge d from many sides 

~ try to per suade the Inst i tut e to t ake the le ader ship in the undertaking • 
... 
Thi s raisea , I think , t wo questions which should be de cided bef er e the 
~ 

s pe ci fic impl i c ations of th :; proposal are examined . (1) I s the Institute t he 

best or ganlZation to undert <..ke l eader ship i n this undert aking , or should 

l eader ship be stimulat e d same ler e e l se ? In t he l at t er ca se , 1 assume , the 

Institute wo ul d stil l\desire to cooperate and parti cipate on a proj e ct as 

c~ose to i ts interests and ideals as this . The ao ns i der ations involved - ~ 

in ans vering these que stions c an be st be formul ate d by c anvassing alternatives . 

IJA proj ect of this kind must be aut horit ative, di s inte r ested , compl etely free 

I t roil suspicion of bias and must c ommand the r espe ct of the community . It 

r equires t he compl et e cooper at i on of the p arit e s at i ntere st , but should 
out 

I not pr efer ably be dire ct ed or controlled by them . This rules }futomat ically 
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the use of the aegi s of such organi zat ions as ths Chamber of COID.lIl3 rce, ts 

American Bankers ' Asso ciat ion and t h e Stock Exchange . It als o militate s 

somewhat against the use of a devi ce s uch as a Co ngr essi onal Commit t ee of 

,I nquiry or an i nquiry inaugur ated wholly and complet ely by the Federal Reserve 
• 

Sy s tem. With t hese sponsor s eliminate d there r emain, ( a ) the univer siti te s , 

none of which is any bet t er equipped t han t he Institut e and all of which are 

more committed to ot her act ivitities , (b) special re ae arch foundations such 

. as t he Brooking s I nst i tution and j;he National Bure au of Economic Research 
, , 

and ( c) t he p os s ibility of or ganizing a special Institute for the purpose 

i n h and , with specie~ Foundation support. On balance , therefor e , it would 

se em that t he Institute for Advanced Study ia as we l l equipped a s any ot her 

,, ' 
, organization t o as sume le ader ship for w undertaking . 

The se cond que st i on g oe s t o t he heart of our problems here , n bmel y : fmlJIIl 

an 

\ 

the point of view of the Institute for Advance d Study, how does such 

undert aking fit? Doe s it repr esent a uni que opportuni ty to be gr asped , or 

would it divert t he Institute f r om it s true purposes? The answer s here, I fe el , 

h i nge mainly around the que stion of wther t he Inst i tut e (1) desir e s to build 

up it s wor k in e conomics and ( 2) if so , does it desire t o eenO~v.tr~t e lm 

fi nance. If it is in ~osition to answer t hese t wo que stions in the affirmat ive, 

it, has an opportunity t o a chieve dl st i nction qui ckly i n it s c ose field t hat 
I 

, is unparallel l ed . 

Method of Procedure 

riM V:\ ~V' w {l Should t he i nst i tut e choose to cultivate finance and undert 8.ke leade r-

v[fv--) ,C J......-1I''1 ship i n this undert a king , it would need to proce ed s omething a s follows : 

1. It would need to make provision for -

a . The appointment in t he near future of at le as t two additional 
profe ssors of outstanding r eputat i on i n the fie ld of finance . 

b . The ap ' oi ntment l at er of t wo or t hr ee addi t i onal prof essors 
and e~ so of assist ants as ne ed f or a more rounded f a culty i n 
fin~~ce developed . 

c. The creat ion of additional cl eric 1 f acilitie s . 

• 



2 . 

\ 

.. 
- 8 -

d . 'l'he av ail ability of offices d a cer tain amount of f acilities 
not only for the r e sident f aculty, but also for worker s , visiting 
pr ofes sor s , technical expert s etc. 

e . The availability of mode st travel and e ntert ainment fund s for 
conference s . 

• 1ith t hese provisions , 'v'hich wo uld r equire a tot a l budget passibly as 
g re at as $50 , 000 next ear and $100 , 000 annu ally t hereafter , the 
Institute would be in a position to cre at e a distinctive a chool of 
fi nance. fhis school ould then as su~e le ader ship i n formul ating a 
broad in uiry into the causes and phenome ia of the ' financial cri sis 
as indicated above . h e in~iry would be set u p as a project sponsored 
by the Institute f or Advanced study , to be carried out di sint er est edly 
in cooperation vrith a ll of the agencie s and interests affected, and to 
be financed in part by the Rockefeller Foundation and in art by the 
official agencies i nvolved . While the I nstitute vould be sp ::msor and 
a s sume le ader ship , lit l e of the actual invistigation would be carried 
on here . The Inst itute woul repr esent r ather a ce ter of inte lectual 
st.imuJ:.us. ::'pecific problems to be i nvestigat ed would be propos ed here, 
their exact formulation agreed u pon her e after full c onsult ation rith 
scholars ru1d expert s from outside , and th5results of the inve stigations 
as they wer e carried on would be subjected t o c vnst ant ev al uation and 
advice fr om the Institute vhich would act as t h e r allying point for 
disinterested and compet ent sci entifi c opioni on. 

±o make t hi s suggested procedure effective would r equire a f or mal request 
for t he cooper at l on Q~ the official ag~ ncies involved, and a formal 
r equest to the Rockefeller Foundation for supplementary financing to 
enable us to bring int o t he roj ect ex erts and inter ested parties 
from outside the official agencie s and the staff of the Institute . The 
project , I think,should have a ge neralcommitt.ee on which ex erts in 
the off icial agencies, the ocial Service Research Council , out st a nding 
scholar ", from other universiti tes and other partie s of interest we r e 
repre sentedo 

Further specific steps in procedure cannot , of c Gurse , be formul ated a t 

the pre sent t ime . As I see~t, the proj e ct -= houl d not be conce ived. as a specific 

i nquiry to be publi s hed s ome t ime later in t he form of a shelf of volumes . 

Publicat ion of s cie ntific results obt ained wi ll , of c ourse , be required , but 

the met !od f ollowe d should be that of continuous and searching inquiry. At all 

steps i n t h e pr oces s every ef f ort shoV1+e made t o engage the i nt erest and 

1 obt ain t h ..; critical help and advice of scholar s t hrou h out the fie ld 'so that 

J t he inquiry it self wamld constitute an edu cational pro ce s s in a dvanced scholar-

ship and t he r esults w:oM:!@. re pre s ent a r eal f ocus of compet ent and infor med 

opi nion. 

In driving t owar d t his go al the Instit ut e "[ould , I be liev e , be come t he 
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nat ur al cent er for a dv anced wor k i n fi llance thr ough out the country . In ·the 

) 

proce s s of car rying out t he i n uiry , whi ch iT ould t ake at 2.e st f ive years , 

a l l of t he l eading a cholar s in finance , both her e and abroad , would have been 
• 

i n c ont a ct with t he I nst i t ut e , most of them '{ au l d h ave t aken extended pprt 

i n t he formu l at ion of probl ems here nd t he ev a l uat i on of r esult s , 8 d many 

wOlu d have been e g aged i n worki ng on speci f i c ~h&s e s of spe ci fic inv esti-

gations . I n addi tion, younge r men at t he ost d oct or al l eve l wh o would be 

us ed as ass i st ant s t h r oughout , wculd be affo r ded an unr i v al led 0 por tunity 

fo r adva nced tra i ning i n f i nance 0 
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September 24, 1936 

To : Dr • ..! lexner 

From: r . defIer 

In .l mGJ:l ran ·Ulll I,)f h rch 13. 1936 I stlgges t d the advan t _ 8 whi ch mt ht 

a ccrue t th (me i n ec mics!)! th~ L s tit t , i it concentmtp.dit ef-

felts for tie -o r sent on t"l OIl t va ion _ :'U.:ll ys 8 in h~ {!, ner :fi Ie. f 

£i problems . Of th " v"'rl >~ D.ich led to th n.dvn.n.c-

t oft hl. su~~ stton, fO l'll t l1.. t th f 11 '.7i~ t :hra ,rE'! r fa.r the mos t 

impol'tant :-

1. 

2. 

3· 

I n a vel p i nG general 1 1d 
un eJ.' he term economi cg, it i 

rk . es acia1Iy ;t the b , nn1 ,. 

< S i<le as tho . i.n lue.ed 
a void ai,syersi n f ur 

- is ~y be do n y sIc i r; 
fin~ ci a1 ap cts of eco mie s ~e on p oint of t · 

proble ms . f 

The field 
no ... 
~,U6e 

The r cent fimn ciA! coD m)'" 
i t h regnrd to 1 t ca,ua 

p rtQnitr for . v lopme 
g i'le ick1r . 

Since submitting this 

.r.::und. .uie fo c'u.s our 0 ·ivHies. 

, nc d ev I , 
rtnceton . but ru (I 1)9-

i :aport:l.n e . d. ish '3.V reli-
a. cha r "\cter hich mo t univ r Hie nd 
~o iti n to ~~pport . 

:md the current oonfusio f t t-inlcing 
nse uences fo rds an i dia te 0 

'1.1 cf,i V _ r k round j ch '!If "'y r -

t 0 furth r events hay occurred. hi ch 

a.fford op ortunit t ~lltiv~te u1' ~or in the di rection outlin d . First . 

in :vi i ti :i g l '\.!ld this a tlUm r t ! ure~d 0 ?ro f 5 sor enry OL.y of the Ba:nk 0 f 

En."land the de irobili t of fIt ki~ ~n x nded study of cent delTslopro nt s in 

financia.l l' ,arch in thl" c.mm , _ 1. tieuJ:~ rly re ar ch i:lto l'obl a of oon-

• 
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umer financi "" end rea.l estat c di t . Inntitu t :9 sine ' nvi t. 

f ssor 0 y t . k P incetcn his • 

This typ of "rr' ngeli' t f or vi a ' tin{~ seh.lr 5 e,err.r1 i.e t e i',)le '7>' t 0 

~ ns ti tut 19h. l ny . if its \.Irk i ;i n]J.ce <lev _ ps __ cce 111'. 

S (Y-! n • I have 'toct F·" Chai ronn f th ~ rGlol'P t r y 

Oommittee on Fin-:m cial Base, r f th ~.tiOIl' .... l .B'U!'e ~~u of - nomic 'R :.,,-arch . 

I t is the functi n of th s C ,it t ea to r plI'O nn inv· 1 of r::...l r ~ prch 

'1'101' into ~i lIlci - 1 robl&ms n :) i C' f or ~ I'd. it. ihiG coun t 

th in fin cial In¢! t ' tuti on n.. d t in public r . '01 ci os , n.r. 

wor k eo in . 1'0 r w1.1' t tie .. ri eus Ulllv:,rz'ti s . T l10 ir. J tor, 

PI' a.re ~ under tDy' e enel' 1 clir C io ' y '?rof c .01' J-c.l 1-h o~ 1.b ') f the> U iv l' it 

\ 
of Penn ylv"lnL . n ddit ion 

l' port co t~inine for ttl J. rt l ... ~ 

of f1 n et 1 1'e erch :\roughou tho C')\lIlt :u 

wa und r t aken under ' . ns ti n 0 tL' ' ]"1 Ass ,)ci ti n 

which de v ila 1 t c tho ., aq:, 3. ~ l' t '1 ~ p..ll'p 'e f f.1 .. ci it ting 

eXI>lo ra. tory ~rvey . I 11 tlinl? !" broad 

of ch ;'ld a. aq .. is c llin";:> for thf1 of 1:'..11 '~E:en c e n 

\ 
eng d i n fill t c1a1 rase Cfl 0 th 

tion d t he univer~ ities . 

\ 
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S ptember 24 , 1936 

MEMORANDUM 

To: Dr. lexner 

From: Mr . Riefler Progress Report 

I n my memorandum of March 13 , 1936 I suggested the advantages which might 

accrue t o the or' in econo_ies of the In",tltute , i it concentrated its ef-

forts for th } rese t n th cultiv tion of analysis in t he g naral field. of 

financia.l p r blems . Of the v8.rio1.1S C nsi 'eraUons mch led me to t e advanc-

me t of thi " SU&hostion , I feel tha t the follo ing thre a re f the most 

important :-

1. I n devel p ing general fiold of schol.';.rship as wide as th. t i clUJied 
under the term economics , it is desirable to a void dispersion of our 
work , especiall at the beginni '1'hi8 m3.Y be done by G lecting 
some one p oint f tt c" , ::uch .. s the fina..."'1 cial aspects 0 economic 
problems . as a oint of departure a.r:und ni ch ·,6 fo cu our activities. 

2 . The -"'ield of finane i es:pl'lcil'l, ly t..i ted for work of an a. need level , 
not on Dec"'ollS f our contacts and 10 tion in Princeton , but aLo be­
caus of ts pril r T s cial nd conomic importance , and it~ heavy reli­
ance upon s e cial i a t ion of a Character which most universities nd 
gradu~te schools ar not i n. a osition to su. port. 

3. The recent financi 1 collapse and the cUrl'a t ronfusi n of thinking 
j i t h r g. rd to i t C9.US and consequences fford an immedia te op-

portunity for de lopment of produ tive rk round which we may or-
ganize ui e ly~ 

Since sub ittl ~ this mamorandum, two further event h ve occurred which 

afford a pportu ity to ~lltivate our work in the di re ction outlined. First , 

in visi tin- E gland this OOlID'.r , I urged on Professor enry 01 'Y of the Bank of , 

{

England the e irability of makii C 2n ext nded study of recent developments in 

financi 1 esearch in this OJuntxy , :p~ tic t:: rly raseo..rch into r obl ems of con-

• 

/ 
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sumer finan c1 and r eal estat cl'ea: t . The l nstitu e has since invited Pro-

fessor Clay t o make Prin ceton his headquarters , i f he adop ts this suggest ion. 

hicb. t he 

r 
Thi pe of ar r a ~ emen t fo r v i itil~ Gcllo a I'S exel pI t He the ro l 

k\.\,,,,,. J 
I I ns ti tute i ght pI y . i f it or in finan ce d.evel ops s1.lccessfully. 

Se ru nd if . I h'lve r cen tly agr eed to ct a s Cha irman of the Explor tory I Co_tt •• on Fi ci 1 ••• a r ch of a If t i orel Bureau o f conomi c ne. a rch. 

I t is the f 1LYlc ti n of t his Committee t o .i. r e re a i nv ento o f all r ese .reh 

work into £inanei 1 pI' blems no i ug fo r ' I'd in this c untry i n cluding ork 

\ With in financial in titu tions and within public research agencies , as well as 

work oing fo r1 I'd at the rious uni versi t es . T i i "trent ry is now being 

preparetiunder my gene ral dir etion b y Prof s . or Ral ph Youn.g o f th Univer !3it;r - . 
of Penney Iv ui . In addition . i t is t h du t y of the comilli tte t propare a 

repor t cont in1ng r cornmenaa tions for t he further d .velo ment and eo ordin t i on 

of financial l' s ""arch t h r ughout the count This move of t he 1 a tionn.l Bureau 

was undert aken under the ius t · , t i o of the Reserve Cit :Bankers A "D eiation 

which made av ilable to the :Bureau mall urn for t he purpos of fncilita ting 

an 6XJll orator surv . . I t is x act t ha t he report 111 outline broa.d 

p r ogrA.lll of research d an l y is c ling for t h su~,- rt of ies now 

eng~ed in fi nancia.l research both . bli e a.?ld l1riv R. t t i nc uding th J founda-

~ tion and the univer s ities. 

• 



March 13. 1936 

MEMORANIDM 

Dr . Flemer 

From: Mr . Riefler 

Subject: Sh~ll the I nstitute concentrate its work in economics in the 
field of Finance? 

There is an opportuni ty for the Ins ti tut.e for Advanced Study to carve out 

for itself a much more unique position in economics than seemed possible ae 

recently as l as t autumn. To embrace the opportunity , however, requires a 

fairly definite commitment to cultivate systematically the field of finance 

and t o make additional ap ointments and to ere vte additional. facilities to 

t ha t end. These commi tmants may be and. p robably are more definite than the 

Institute desires to undertake a t present. The situation is such, however , 

t hat the whole subject dezerve the deepest co si der tion. 

Reasons for Concentra tion 

The advantages of concentrated development of a particula r phase of econ-

ornic!, as contrasted with an attempt to cover the whole field , require little 

comment for an ins t! tution dedica. ted ,t o scho l a rship on a n advanced plane, pro-

vided only that the field masen for con fl!tntrati on be sufficiently important to 

eri t coned stent and system tic devel pment . I think ou. &l' responsible for 

th observa tion t hat it is only t the undergr aduate level tha t educational 

institutions should seek to mee t a prinar y responsibility f or broad and com-

p tent tra.ining in all fields of schola rship . I n graduate schools and es-

pe cially in an i ns t! tution a t the pes t doctoral level . the main empha.sis in-

stead should be pl a ced upon achieving di ti ncti on in a limited number of care-

fully selected focal pO ints rather than upon broad coverage. Should suCh a 

policy be adopted generally in economics in the graduate sch00ls or t his co,' 

tr.y, the caliber of advanced work would be enormously forwarded. I nstead I 

• 
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diffusing their energies tr,ring to cover the universe , each leading univ er s i ty 

would concentrate upon quaU ty i n some one field wi th the re suI t~ say . that 

advanced stu .ents would tr in a s a matter of course a.t Harv ~rd if they were • 

interested in general economic theory , at Minneapolis or Stanford if the.r were 

interestsd in agricultuni e cenomics , and at Princeton i f they decided to s pecial-

ize in finance . I bave consulted President Dodds informally upon this aspect 

of the subject and have found him not nly aylJlp'l.thetic , but anxious to cooperate 

I by building up the Princeton graduate faculty in the sama direction. The pro-

l 

' p sal then is to endeavor to make Prinoton as a loc~lity , including both the 

~rad·oate School of the Univers j ty and the work in economics at the I ns t1tut 

for Advanced Study , outstanding in the field of finance. 

Choice 0.1 finance a.s the f.i eld for Concentration. 

The mos t important decision from the p oi nt of "rl ew of the I ns ti tute does 

not revolve around the re l ttv advantages and eli sadvant ges of concentrat i on , 

but rather a r ound t he choice of ~i~~~_.~s a sp ecific fiel d for concentration 

rather than . say , ecoE omic theor,y . Here , certain minor advantages accrue f rom 

the !:act th~t the Princeton Graduate School has lready achieved eminence i n 

that field and that th e greater part of my own exp erience h S "0 en gained i n 

dealing with financial problems. I n a much more basic sense , ho ever , even 

without taking into account the specific opportanlt,r outlined below, the field 

of finance h s great merit from. the point of view of th I nstitute. 

1 . I t i s of pr imary social end eeonoml c i m:port.ance . cRroblems of finance , 
especially monetary policy t stand at the very center of the public 
problems ith Which the arld is wrestli ng and will in a l l r ob&bi1 it.1 
cont inue to wrestle during the next generation t the leas~ They are 
iJroblems,. furthermore , that call ~u; a matter of course f or insight and 

, guidance from the economist. 
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~, There is no outstanding educational institution in the world which has 
concentrated he ~ily in this field . The schol a rs of outstandin reputa­
tion can almo t be counted. on the fi ners of two hands. Most of them 

'3 

3· 

4. 

illfork in rel.at.iY.LiA.o.la.ti.on and many of th~m such as Wa.l tar Stewart. 
Henry Clay , » enjamin Anderson, R. G. Hawtr.y and Alexander Goldenweiser 
h ve no a cademic connections . Fai rly well-defined groups 0f yOUDger men 
M'Ve~grownup-a:rouna."-3 . M. Keyn~s and B. P rker WilH.s . but in l'lei tb,er 

I ca se are the facilities a vailable 0 comprehe..l'J.si.ve or ba.lanced as t con­
sti tute an authoritative center of training s~ as is envisioned in this 
programJ 

I n finance the scholar must of necessity subje ct the results of his think­
ing to the fa cts of real life . I f he is to be effec tt va he mus tcombina . 
furthermore , a. broad theoretical background with a higrr degree of ~heer 
technical, proficiency. I t is la.rgely for this reason th t so large a pro­
porti on of the outst8Ilciing re put tions are found outside the uni versi ties 
and so few of the universities have b een able to give their most promising 
:grof ss rs sufficient f 'reedom t o acquire the techni cal profiCiency required. 

An extr rdinarily broad range of economic problems focus under the general 
headi ng of finance . h reaches so far in I'act t hat the I nsti t ute would be 
in soma danger of having selected too broad a field for i nt en sive develop­
~nt rather than of havi ng comm.i tted i teelf t ,C) activity that roi ht p rove 
too limited in scope . ~o mention only a. few of the se ramifi ca.t'ions . the 
proper evaluation of fi.D.l:\ncial and monetary problems req'Ui res proficiency 
not only in probl~~B of cen tr~ b~ng t mone,t"".:ry st~dards of Vl!!ue , and 
~he for igri e;&hanges. In ~dition , the student must~e expert in financial 
or~nization , in the monet ~J ph!:'.ses of economic th~ry . in questions of 
publi c finance and t axat ion, 1n~he theory and phenomena of p rice movements , 
aDd in economic fluctuations ~nd the theory of movements of the so- call ed 
busine as cycle. 

Coopera\ ion with Government and Foundations 

In add! tion to these general oonsider a tions whi ch would in any case mark 

t he fi eld of finance as one "hi eh the I ns titute should canva s s most carefull)" 

before deciding u on the direction of its emphasis in economics, t feel I ha~e 

located a very rl ch a nd in maIV sen es unique opport'tUlity which t- e I n titute 

might grasp . if it is in a position t o make its decision now. As this oppor-

tuni t y is still in the realm of an idea wi t h n.o commitments made on any side . 

I can best describe it by relating pe r sonal experience s in recent weeks •• 

t n accordance with the specific projects autUn d in my memomnd'Uln of 

180 t autU)'lln, all of which incidenta.lly fell in t he field of finance , I have 
\ 

been endeavoring to see whether i t was possible (1 ) to 'agree on the individual 

's cholar best qualified to work on each of the problems , ( 2) to make I;I.rrangement 
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giving him access to ne eded materials and facilities . and ( 3) to detach him long 

enough from his curren t r esponsibilities to permit the execu.tion of the project. 

I To d te, the difficulties have rev lved largely a round t he last point . I have 

found the experts whom I had in mind not only '!filling but nxious to work on 

these p roblems and t he in tltutions ffected ready to give am Ie a ccess to 

facilitie s . The granting of a. more or less indefinite lea.ve of absencto a 

k ey individual in f~etioning organization , on the other hand , has presented 

\ 

a stumbling block. 

tha t experts of the type I have had in mind cannot 1 eave their organizat on 

With the best cooperation in the world, the fact remains 

for s ix months . a. y ear, or two year s without placing t hei r posttiona._1!l~ 

jeop.rdy. I have n ot , therefore , f elt j ustified in vushing the proje cts until 

this major d1 fficul ty could be l'e oved. 

This contact work , on the othe r hand , haa suggested the opportunit.1 which 

fo rm the Gccasion f or this memorand • I n confer nees at the 50ci Science 

Ras e reh Council , at tho ~ederal Reserve Bank of New York . at the Federal Re-

S TVe Board in a . ington , an also in di cussions with a con iderable number 

of i ndividual s who are in ti mEt t ely conce ad wi t h the cu.rrent confus ion and co n-

fl iets i n monetary Rnd. finan cial theory f it has been urged t hat the Inati t ute 

should undertake t o provide leadership in organizing a comprehensive attack on 

t he t heoreti cal and f ct 1 roblems involved. While the 8rious concepts a s 

t o hat mi ght be gp,ined from. such 1 ea.dership are not at all thought through 

as ye t , and. could. not be un til the p roject was well under wa,y , l th ink I mn 

bes t SUlilIJJarize the co rmnon tti tude whi ch I have found by dr . W1Il& an analogy 

showing the ccntr a at between th e st . te of i nformed thinking on financial and 

monetary matters tod~ and th8t hieh foIl wed the crisis of 1907 . 
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After 1907, Congress appointed the National Monet ry Commission to make III 

exhaustive inveatig ti n of the r e sons for th cri si s and the l'ea.kn.esses in 

our firu .nelal struc ture which it h."\.d expos ed. This undertaking resulted even- • 

tually in a huge series of publications . many of which to be sure ma de relatively 

little contribution to our thinking on the problem. At the same time a fairly 

general agreement was re@.ched. as to the causes of the crt si s . a.n.d as to t he 

main elements of reform in our financial structure tha.t were indicated. This 

diagnosis . whi ch allayed t ne silver contro versy of 1896 a.nd whiCh resulted 

eventual ly in )the creation of the Federal reserve sys tem,. l'r,;\S not confied to 
, . 

econo~ists; it embraced legislators , financial I eaders, and statesmen as well . 

,Without questioni ng too de ply the corre ctness or d, epth of the dt gno is rea ched, 

maJo r con-

I
. the fact l'elT4'!Lins tha t the effort , taken a s a whole , const! tu.ted 

trlbution to the ever recurrent problem of bringing the scholar in the social 
I 

sciences in to effecti va con tact with the real problems of modern social 01'-

gani zation. 

As compared Wi th the r ecent world wide crisis, th at of 1907 appears un-

important fro ~lmost aI\V point of view, ye t no comprehensive ttemp t h yet 

bean launched to evaluate it en anyt h ing like the authoriative s cale that was 

t h en undertaken by the National onetary Commi ssi on. I t is t his leadership 

'-"If. whi ch the lnst i tute is being urged to undertake • . . 
I have talked thi p roposal over with numerous key indi'viduals who would 

b involved and so r h va faund them unanimously enthusiastic end urgen t 

"\ that we proceed immedi a tely , wi th the single exea t ion of al ter St w rt who 

. ,was friendly f 'but did not seem to me to be en t husi astl c. At t he Social 

Science eaea reh Council , for example , I was requested to frame up a specific 

proposal immedi at ely so that they could sound out the possi biU ties of fi ­

nanci ng the p rojeet . At the Federal Reserve Ba tik of New York , I was urged to 

'- 1.J\j ., F'/,"~J '~o ahead and prom! ad h arty cooperation i n making contac ts and obta.ining 
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material. At the Federal Reserve Board in Washi~ton , Dr. Goldenweher was 

equally enthusi s tic and. t hought tha t the Boa rd might welcome the oppor tunity • 

to coo;:era te formally i n a joint , f I'- r e a.ching investiga~ion of the financial 

crisi s , detailing 1 ts own. exp~rh - to p tlcipa..te and sho:ul~ ~~_~g the he~;vY' 
1 ft.;-, 

'\ 1""" expense that mi ght ensue in the de t iled exami n ti on of its ovm re cord.s . I 

have also gone over t he gener al s cope of t he ropo sal with Sta.cy May who has 

mad.s "r. lua."ble suggestions as to the beat f orm i n whi ch an inquir.r of th i s 

k ind should be set u . To summarize t hese remarks so f a r : (1) the need for 

I e. comprehens ive inquiry of the w p e contemplated i s , I th i nk , almost unques-
t 

tion.ed; ( ?) I have found not only enthusiasm f or the i nqui ry , bu.t a lso an ex-

traordinary desire t o cooper a t e on t he p art of those whose c ooper a tion \"oul d 

I be most essenti$,l , so far as I have qsro able to sound t hem out ; and ( 3 ) I have 

been urged from many sides to try t o persuade the lnstitut to take t he lea-

• dcrshi p in t he undert king. , -'-
Thi s raises , I thi~~ , t wo u es tions whi ch Should be decided befor e the 

sp eci fic implications of t he proposa l a r e exami ned. (1) I s the I nstitut e 

t he bast org=tniz t ion to undertake 1 a dership in this und rtaking , or should 

1 adershi p be stimu~ted s~~~where else ? I n the l a tt r case , I assume , the 

I,r.nsti t ute would s till desire to cooperate and partiCipate on a pro ject as 

. close to it s i ntere sts and i d eals a s th is. The considera tions inv olved in 

answering these q.uest ions can be s t be fo r mulat d by canv s aing a lternatives . 

A. proje ct of this kind mus t be authorita tive , d isint.eres t ed, comple tely free 

from su spicion of bias , and command the respe c t of t he community. I t ~equires 
.~ .. "" ..... ..... :'- />,., -Jlo1.~.s _ , ............, • ~~ 

the compl ete coopera tion of t he p r t ies at int ere st , bu.t should not p r eferabl y 

be direc ted or cont ro lled by them. This r ules out a utona tice.1..1y t he use of 

./ 

I 

J. ,/i 
I. 

I' 
I. 
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the a egis of such organizati ons as the Chamber of Oommerce , the .American 13a.nkers" 
I 

..A. sfloo i ation , and the Stock Exchange. It also militates somewha t against the 

use of a deviee such s a Congres s ional Gommi ttee of l nquiry or a,n inquiry in­

l augu.rated wholly a nd compl e t ely by the Federal reserve system. With these 

spons ~rs elimi nated t here re main , ( 8.) the ~iver sities , none of h ieh 1s any 

better equi ped than the I nstitute and all of hieh e mo re co mmit ted to o t her 

ctivities , ( ) special research found~tions ~ch a s t he Brooki ng I nsti t ution 

and the Nati ona l Bureau of Economic Rese rcll , nd ( c) the p ossibility of organ-
--------------------' 

izing a special l nst i tute for t he purpose in hand . wi th specia l Foundation sup-

port. On bala nce . therefo re, it would seem that the l nst! tute for Advanced 

!study is as well equipped as a:ny other organ i zati on to assume l e der shi p fo r 

Lthe undertakin • 

The second question goes t o the heart of our pr oblems he r e , namel y ; f rom 

the p oint 9f view of the Institute for ..A.dvnnced Study , how does such an under-
,i 

t aking fi t? Doe.s i t repreaeIlt a unique opporttmi ty to be gr sped , or would it 
j , 

divert t he I nstitute from its true purpo as ? The 'ans wer s here , I feel hinge 

mainly around the question o~ Whet her the I n titute (1) des ire t build ~ it s 
/ 

work in eco nomics, ~d '(2 ) 1£.., 80. do es it d.esire t o c oncentra t e in finance . 

i t ~s i n a position 
I 

I 

to a nswer the s e two qL~sti ons in t ho affirm tive , it has 

I f 

her e an, op,portunl t y 
! 

t o a chie ve di s ti nc ti on <Vli ckl in its chosen fi e ld that i s 

unpar allelled. 

Me t hod of Procedur~ 
I i 

Should the l nst1!'tut·e ch oose to cul ti va ts fi n..:.'Ul ce and undertake leadershi p 
f /1 

in. t h is undertak(rkg , it would l'leed to p roceed some thing as folloY1s :-

1. 
'j .I 

It wqUId need t o mak~ provis ion for-

/ 

\ 
\ 

• 



2. 

\ . 

- 8-

a.. The appointment in the near f u ture of a t leas t t -0 

addit ional professors of outstanding reput tion in 
t he field of finance . -----

b. The appoint ment 1 tar of t , o or th r e additional 
professor and also of as i tant a s need for a 
mar r ounded facul ty i n finance de-vel oped. 

c. The cr a tion of addition 1 cleri cal f acilities. 

d. The v 1labili t of offices and a cert in amount of 
faci1itie not only for the r esident faculty , ut 
a l 0 f or workers, i i ting professors , techni cnl e .­
perts , tc. 

e. The availability of odest travel and ntert inment 
funds for conferences .. 

ith these rovisions , which ould require a tot 1 budget 
pos ibly as gre t as $50 ,000 next year and $100, 00 annually 
there fter , t he Ins t itute would be i n a pasi t 10n t o create 
distinctive school of finance. This sChool would then a sume 
Ie dership in formul t l ng br d inquiry i nto t he causes and 
phenomena. of the fi nancia l crL,is as indicated "bove. Th in­
quiry would b se t up a.s , proje t 'p nsor d by the Ins titute 
for Advanced Study , to be r r i ed out Q..isint restedly in co­
op r tion ith all of the agencie s and intera ts ffected . and 
to be f'ins.nc d i n part by the RockeffiJ"ler Founda tion and in 

rt by the offi t a l ~ ncie 'nv l ved. Whi le the I nstitute 
"0 d b on or qnd a ume leadership . little of t he actual 
investi ation oul d be carried OIl her . The Ins ti tute wauld r ~ 
resent rather center of into loc tual sti mulus . Spflcific pro­
bl s to be inve tigat d o~ld b pro esed here , their exact 
formulat ion agreed upon her after ful l con"'ult tion with 

. scholars and experts fro m out side . and th results f the in­
vestigation s t ey were carriea.- on "ould be s bjected to 
constant evaluation and advice from the Insti tute hieh ould 
ct s t he I' llying point for di int erested and competent 

scientific opinion. 

To make this suggested procedure eff ect ive auld r uire a 
formal request for the co ope r n t ' on of tne offici 1 agenci es 
involved , and a for request to the Rockefeller FOU!ld.~ t1on 
for 911 pleme t ary fiuanci~ t o enable us tc. ring into the 

! roject exper t s and inter ested parties fr om outs ide the offi­
cial agencies and the staff of the Ins ti tute. The pr o je ct , I 
\ i , aho\l1d h ve a gen ral committee 0 whi ch experts i n 

e officia l agenci , the Socl 1 Science Resear ch Council , 
outstanding Cholar s f r om other universities , and other par ­
t ies of int erest were repr esented. 

• 

\ 
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1 
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Further spe cific step s in rocedllre cann t , of course, 'be formul ted & 

the p resent ti me. As I "aa it, the l' je ct should n ot be concai ved a.s a 

specific inquiry to be published 0 e ti me 1 tel' in t h form of shelf of 

volumes . Publ ica t ion of scientific l' sult~ ob t a i ed will. of course , e 

r equired, but t he me t hod followed s ould. "be that of co tinuous and sea rching 

inquiry. At . all tel's in the pro cess every effort should be m~de t o engage 

the interest and obta in the crt tical elp~.n ~ dvice of ach l?rs t ro hout 

the field so t a t t he inquiry it elf would co ati tute an educt tiona! process 

in advan oed scholarship , d the results would rep resent a r 1 f ocus of com-

pe tent and informed opinion. 

I n dn ving t oward this goal the I ns ti tute auld , I bel i eve , b acome the 

\ natural center fo r adva.noed work in fine.nce throughO'l.lt t he country . In the 

p rocess of carrying out t e in uiry , whiCt trou.ld take a.t the lea t five years , 

all f the 1 ea.d.ing schol rs in finan ce. be t h here and abroad, would have been 

in contact with the I n titute, mo 'Ii would M ve t ake extende par t in the 

formulation of p"roblems here and t he evaluation of results . and man. would 

have been engaged i n 1101' i ng on eeifie :phases of ! Beifie i nv s ti &l tions . 

I n addi ti on . youn or men a t t he ps t do ctor 1 leyel ould be us ed. u.s 

'-- " 

• 

assia tan t s throughout , ~uld be afforded i.l1 t::.nri valled. pport ni ty for adv need 

tra.ining in finan ce. 

t 
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To: Dr. Flexner 

From : Mr . Biefler 

Subject : Program of work in Economics for the School of Economics 
a.nd Poli tics of the Institute for Advanced Study 

I have outlined briefly below the ty::pe of ork which I ould like to 

lnaUotrUrate in the School of Economics and Politics, and the facUi ties 

whi ch would be required for an :p roa.ch to the problem from t his point of 

attack. In i r am: ng the prog ram, I h ave tried to t ake into account, as ob-

jectively and impersonally as possible , the four following points of refer-

ence . 

1. The Dlamor schola rShin for hich the I nstitute for Advanced St~v 
seeks to co nserve its resources 

The I ns ti tuteia not directly concerned 7i th schola r ship 
of t he un dB rera.dm to or even the e radua to level. As a 
minimum, it limits its rork to t he postdoctoral level, 
a.nd i7ith in t his br oad field 4 uts its emphasis on the e n­
coure..geme t of genuine -:::>rod"t1.ctlve s cholar<ahi p a t the 
frontiers of ~~erstanding. 

2. The most promising fields for productive work in the So cial SCiences 

A factual approa ch. t o specific· roblems seems t o me to 
offer t he mos t adva.n t a.geous Ol)portunity for a genuine con­
tribut ion by the I ns ti ute at t he p resent staee in its 
developmen t . I n economics t 19 traditiona l the or etical 
approach no longer commands t he ins tinc tive respect o~ 
im ox-tant groups of cholars , desp ite the fact that it 
interprets :phenomena in terms of a. well-articula.ted. and 
i n ternally consistent body of doctrine. I feol that this 
has come about pa rtly because events during the past two 
d cades have given rise to sweeping changes in socia l and 
economic conditions on a l arger and more devas t a ting scale 
than our theoretical anal ysis was commonly unders tood to 
impl y , a d pa.rtl y because a. huge body of fa.c t ual data has 
recently be..come avail able hieh constitutes a major cha.l­
lenge to the t sting of our theoretical analysis . I ould 
li~e , therefore, t o concentrate for the pres en t u )on the 
expl ana tion of so e of these developments in terms of fac­
tual data. now available. 
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3. The r levance of ray own traininr, a:g.sl bacgground te this work 

My personal ·trainine it'! most highl sp3 ciali zed in the fi eld 
of money and bal"Jdng. Fr01.'l this central point of a ttac..1r on 
eco 0 ic and so ci a l prob lams I have acquired a cons idGrable b 
bo 0 ' e arienc ( a) in _ner , ' na c1 . roble Sf such as 
~ ublic finance and the scope , nd f~~ctioning of tile se~~rities 
markets and the mortgave market, (b) n data rela ting to econ­
omic f luctuations , such a s ch'ln es in :production , en:Jlc loyment , 
trade , etc. f and (c) in cer~in as_,ects of e overnmenta pre­
ble.ms reb.t:ing mni nl y to the pl ace of gov Ar nment 11 societ y _ 

I If my contribution is to be effectivc~ the stucios whioh I 
! j)ersona11~ , undert al::e or fad li ta te ohould no t be 9 ca. t tered 
I but should be conea"ltrn. ted for the mos t part in the fields 
\ mer e my experience i such that I can be reasonably 91'l.tiS-
1 fied that a c!-editable and use:f'u.1 piece of "Tork will result . 

4. The limitations of the rosources which ;;e can orin-a; to bea.r 

The resources of the Insti tute are ample for first class work 
provided we are modest in our o.pproach. (8 rill miss Oill" op­

.i portuni ties if we mJ.dert..."I..1t:e to o ambi tioua program. It 1s 
'i not cur Jll.9.ndat ,e to reform the orld or r9wri te the theoreti-
~ ca.l baC1Gn;round of the sooial s ciences as such. On I\. l ess 
g~roldiose plane we should not necessarily fee l requi red to 
dra upon our resources to suppor t all indivi ual workers or 
specific projects whi ch oome to u s , even t hough they fall 
, j, t hin the limitations described above. The field to be 

'covered is far too l arge f or us to undert ake a contr a ct .of 
t his k i nd , either expressed or implied. To de so, i~ fact , 

. ( WOuld dissipate our res ources , beth intell ectual and fi .... 
, nancia l . Our pri:nary concern must be , not only to under­

t3ke work on a high plane of scholarship , but a lso to limit 
ourselves within t his area to efforts which are fea.si'ole , 
wHi ch promise a creditable out come, and which fall wi thin 
our range .of compe tence. 

Program 
, 

iii t h t he + consida " ti ons i n mind , I rould like to concentrate nw 
I 
I ' 

effol"st fo r t he /p resent upon t.~(", .oreaniza.tion of factual data for t he un-, 
I 

derstundine oi' n'ecolLOmi c problems , selecti ng key sitne.tions for analys is , 

wher e, from I pwp. e::--::perience , I kno that the r equisite dnta. for the 

clarification br LUlde rstand1ng ;. r e either already in existence or can 

readily b e o1ltained. Both m;y .own Vlork and t hat of members who mi ht be 

! 

/ 

J 
I 

I 

• 
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a ttracted here t o ark with me would b e governed by the requirements of 

t his type of approach. The folIo i r:" jobs t o bc done , ' 11 illustr a te 

what I have in mind. 

A. 'I'm banking crisis of 1929-1933 was accompanied by ~lnY of the 
phenomena which chara ct erized earlier crise s. such a s t he panic 
of 1907 , a d was folIo ed b many of the same e ffects . It dif­
f ered from earlier crises , honever , ith aspe ct to one key point .• 

mely, t he availa.'oi1i1;y of red.iscount facilities in t e rms of which 
earlier po; nics have t o a cOnDiderable extent b e en e , __ l ai ned. I n 
trying ,to stem the course of t ..:le crisi s , mos t of the emphasis in 
1931 and 1932 , 1)oth . t W".shi n t"Ston and lQew York , was p l @..ced. on the 

d slaborati o 1 of f'?' ther rediscount facili~ieSt SU?h as earlier ex-
, per ence a:l n ~ ca ted ne c sa.ry \II F~n ly , l.n 193}', there Vias 

$. sUbstitut ed for t is t reatmen t, a proem.1Jl of bank-capital re­
h."lb ili t a ti on , the major details of w_ ich a.re only now beel .n i ng to 
e.per c;e in offici a l publica ion~ . I n :lome reepee os . t hi n e}:p-erie ce 

/1ms r..ara.ll ell e in the GC!'J:l-'. n cr edit eolla.:pse 0 931 . .nere t he 
~ame genera l t",pa of treatment was aloo a,l)plied. I believe tha t 
this ,i tnat ion contains t..~e materials i'or a major contribu tion to 
e conomic uruierstondi:t.1g. 1'1"ow t..'.w:t th crisis is over , the secrecy 
which \'lM i . aGed on all par ti cip"I.ll ts ho were inti mately familiar 
with the s it'Uation Ct.'I.:!l be dispensed 17 th l"...nd its essential charac­
teris tics cen be ~1alyzed f or the benefi t of economists. I would 

\

. not attemp t a t first to a.i m at anY~hi. ng so i mposi ng aH an aut:lOri­
tat ive tree. t ment of tho whol e ban.lrJ.ng crl sis - t hc.'\ t problem VillI 
bo oc ~ pyi nr; t e attent ion of Gconomists fo r yecxc to COlli ;o I 
would oo ncen tra t e rather on s:pecific a spe cts of the si t uc\ tion here 
I am Gaiisfied (1 ) that a. contribution can be made be cause of a 
lack: of und erstanding of the f: cta , and ( 2) that the f a cts exist or 
can readi~ be obtained t o illuminate tho problem. Given t hese con­
ditions , I woul d '(iry to locate one ilmerican expert, and if possible 
also a German expert , to deal With the p roblem simul t aneousl y . I 
woul d select t hese e:r.:p -r ts on the ba< i s of ( a ) frunili rity of con­
tact , ( b) t echnical profiCiency , and (c) e eon mic underatw ding. 
:By brin ing men of till s calibre t o the I nstitut e as members fo r s ix 
months , or longer if neeess , and 'by er 9\ tine; all a t mos here in 
wl1i ch they can di s til the understandiDtg t hey hav e gai ned f or the be-.. a­
fit of e conomists , we will be contributi ng to productive scholar-
shi p at tbie fronti e r of kno'f.,1edg·e ill this fie ld. 

B. A second opportunity for mak~ng a specific cont ribu t i on of -this type 
exists in.' the field of corporE\ te finance . During the 1920 ' s con-
di tions W Te favorable t t he bui l ding up of corporate ca sh balance s 
u on a s cale unprecedented in history , and a l so, I am inclined to be­
lieve ,. :to an , e:::..tent tha t was not contempl a t ed by economic th~ory. I 
would like to attract f+.rst-c:!.t\",,,, , iber or wor ker, fitted by ex-, , , 

• 



perience t o deal with the p ~blem, to eAPlore t he origi n , use and 
something of the consequences 0 f these funds . We lrnow tba t from 
192-, to 1929 the~l [ ..: pe:li.'X'ed. on a huge s c~le l.n the, seC:l1rit marke ts • 
in the fonn of IIloans to brokers f r m no -ba,ll'ing l enders I . t\l!ld as 

1\' such const,Huted an abnol~ma1 source of fundo with rhich om' credit 
machinery was not f i tted 1T<J experience to u.oal . I t ir. more di ! icult 

\ to t n.ee t a effect of these funds after 1929 when the.y were wi th­
draun i'rem the 1)ro"-/31'S f oan mar ket , bu.t I suspect that t hey contin­
ued t pl c __ y 1 imp rtant l'ole in subsequent credit developments, ee-

) 
peci[l~ 1 during t he crisiH of 1931- 1c 33 . when l'1rge- s cal e movement ,s 
of fun,,1s fl' . m ban..'Ic to ba.nk in sea.rch of sa.fety at: ,ravate. the in-

i, st,~.b ility of.e ba:nk:1ne sitll)..tion. Now that tho whol e period has 
x~e ceded in t o hi story , I thi l:lk tba. t we can . if we < .pproach tho pro-
blem proper ly" sec'tlTe a.ccess to r e cords which will Jru:>..ke it possible 
t o a.nalyze th.is movement and brine its main implic..B.tions into the 
t hinking of e Qonomis ts . 

c. The c ircumst ances surrounding the depa.rture of Great 131"i tain from 
the gold s ta.nclard in 1931 aflord an opportuni t;y for a. someWhat dif­
feren t type of activit on the part of the l nsti tut·e . I n go ing over 
t he 1 iter ture covering thi s ap i sode , I find a g eneral a s sumption 
ol'?- the part of p r fl.ctica.1ly all Gconomists that a. ser,io'Us over-valua­
tion of th pOUll sterli ng tn r ela.ti on to ot her currencies cons t i tuted 
one of the basic C:'tuses of the crisis .. Such da t a as is assembled to 
su:ppo1"t this p Oint, hawver, refers lllt."l.i nly to the pC1md in relation 
t o continental currencies , and does not seem to me to ~) e a t all con­
clu~ive so far as dol b.1'- sterline pari ties are co eerned.. A study 

\ to clear uJ) a key P? int such as this '!I'ould. also ~.9.11 'Wi thin the type 
of ork upon which I would like to see the Insti tt~te eng-doged. Price 
dat a. is so o.ifficult to, m!".rl l1.ge ob,jectively . hovTever , tha. t I Ml not 
sure Sl.lch a st'\.l.dy COUld. be lIh"lde" I n casess1.lcil as this . consequently , 
I - vould. like first to contact leading economi t s of ·different school s 
of tho1J{?;ht t seeking t heir vie IS all the p roblem a nd reques ting t he i r 
a.~*i, stance tn outlini _, t e factual t.est which they .ould conSider 
valid. If it a;ppea.red~ i f t er suoh consul 9.tion, that such ,'i. study 
ccriild be m "a , I would l i ke to s ee t he Ins titute in a position to 
part.::'cipa te tn its exocution. 

D. Fi ally t tho e ar~ inrt1"' . e , able 81 tUr. tions IThore eccnomi s ts are una .. -
'I"l'are of the $i[~nifica.nce to t' .oir tuindn ", of dat a which is already 
av:~ilable. '1'119 gro ,t h of fact'ual do.ta has Dean so m p id in recent 
. aa rn tr a.... .'11 of us ·'l.re ,::.ui_ ty of r e Bort i nc to inforcnc(j a nd our­
,lEi'sa whor e we mir;ht proceed in the ligh t of knowled[:e . I n going over 

\3 conomic 1i tera.tu.re, I find m--self constantly lIol'lliering whethe!' the 
author, when he marla his analysis , V/a.,G aW'are of certain dat a with 
whi ch I happen person.").lly to 'be faJ.il i a r , or whether data subsequentl y 
develop3dwould Th"'lve oh _ed his judgment . As a. result , one canno t 

) 

be sure of theex t el'lt t o which apparently serious clashes of op i nion 
among ec;mnomists r eflect genui ne differences of point ai' v1 e1Y- or 
Il:l(j rely deficioncies in their famill.,..:..~ i t y with relevant dat a.. To 
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minimize this l atter impediment to a more constructive common a t t ack 
on our :prob em. I would 1 ke t t • ert ake the e t ablis ent of a i series of d.i rect co n tacts with other economists by corre sI)Qnclence 

I on a more elaborate scale t ban is oom.rnonly condu.cted . For exampl e , 
When , in the cane of a ~~ven writer , I find myself in doub t a s t o 
'{!The t .er he vm.n famil'i~.r wi th certain CA t il. v7i th wh.i. ch I h"l.ve been in 
t ouch , I ?!ould like to be in a posi tion t o argoni:roe the relev.?..nt ma­
terial , but i f' it is una. erta.ken ob jectively and continuously over a. 
p riod. of time s a. major :par t of t he l nsH t ute f s activities, I b e­
lieve it "TOul a repa, i t sa l f many times over in. Gradually d.ev elop­
inc a more uniform approa ch t o e conomic problems . 

Comments 

IJ:he icrego1ng eXBm1...Jl € s are l11'l:tstralions of t he k i nd. of appr oach whi ch 

I would like t o ~ op t . Thoy woul d engage the a.ctivities of t e l usti tute 

in economic prob l ros a t a. l (wel of enu.ine advanced stud..v and would foster 

the deve10}1men t of intellect1.11l contact'.'l ,7i t productive 9choh'\rs in thi s 

field t 0" , out the warl . The memb crs brought t o ork a t the l nst! tute 

wou.ld. be defin:1.tely I\oove t he 8.V r a. ... :e of t he post- octol"al t,Ta e and on a 

_A.r in many ea ses wi th t he f cu1ty .. The s cope of th8 prog ram, i'u.rthermore , 

170ul . a t 8~J. times be i in our cont.rol. ¥! Yloulcl be moyi int o s1 tu.a.-

t ions -{here we eouhl. be r c sonc' bly conf1d.en t 0 co ns true ti ve r es-uJ. ts and 

would. be in a p o i ti n to O ...... VC.H\,.&. 

in a ccorc1.ance wit its rr.erits \'lithout r ega.r d. to overly l arge :pr ior commit-

moots . 

Cos t of Proc:r@..m.. 

The p r gr a.m can be i au,.r;ura ted,! beHave, m thout goin~ beyond our 

\ resource s . s it _evelope , 0 "ever I it ill be ne cessary for us to se cure 

ad.diti nal support from the Founcla.tions . I f e seek workers or members of 

the C9.libre 1. di c1'!. t ed a.bov e , namely a ccred.ite d special ists holding in 
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many ca.ses key pos! tions , e will ve to maintain t hem a t a ra. te 0 r e-

mUll -ration n8 i li81':'tbly his e1' t han i'1OU be Te u red :Lo:!.' yo eel' pos t-

docto 1 "cholal's. This cos t , I would en ea;vor to cover by specific 

g :.oal1 G f!"om the Fouru:ln. tiOl1S , whi c~ 

port war'''' 0_ t lis prom ' se t _there is no provision , therefor ~ , in t e a.c-

compo;nyi !lG r equest. for assistance t" c vel' the coat of ca "ing these 

members . 'Il"ne I nstitute , on the othe r !mel , ,ust stand ree1. t o supply 

the f ,:l.cilitie,s for ark of t is calibre, not only in the form of adequate 

office spa.cc, eqt'tipm nt , _d secreta rial service , but also' in the fo rm 

of stati s tical f <:iIi ties of a ugh order of competence.. ~ AC a ccoIDJk-my-

\ 

t ng memorandD.ll1 ouUi es tr..e co. t of' faci Hies of this order and would 

certainl~l be adequa to for the remai nder of the resent a cademic year and 

the first rt of t e follonng year,. tater . should the }"I!O€; l. m develop 

as is hoped. . add,i ti onal office space ould be required as well as a. 

moderate fu.rther P. . a:nsien of clerical and secretarial fa-ciIi tie s . 

It is too earlY' t·o hazard an. definite plans for. ptll)li m tion of the 

finding which "rill reS1.1J.t fr m this proeram. We C[;'J). , f' cwever , indicate 

the ~tti t ude from which \"'0 ?,re app roaching the problem. Thit a. ttHude 

may best be expressed by stating t hat '\"8 d not look for\'! rd to an out-

put of book~ as our chief mea! s of dis sooina.ting our ark. I n general , 

we would not encoura.ee t he lJUblica tion of "'tudies until they· h3.d pro-

gr essecl to the point whe e t. e co ntents would. constitute nat ori t~tive 

contribution coveri ng a Ul jar 8.13),)8ct of t he field. Wc would. seck t o an­
I 
, ')umge. on t 1e other h~.J1d , the iLt [Jet:.:'2t" d isS6rninrttion of the results 

'~ ~ork arno . all ocheLara to w om it auld be profitable . This we 

~d do through a heavy reliance on short memoranda cov ering 
very specifi c 

• 
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points of analysis w'1i eh we wO'O.l d endoavor to m£' e ava.ilable by dir ec t 

contact or corroG.r'ondenco t"ri t h economi:;> t s ,l~0I1hero VI 10 ure orki.ng on 

similar problems. I f . by a tt ,c1d.ng ur problems and eli se !!lin: tine our 

resul ts in t 1ie wxy , W C'ID hel p to d.aval ep a great er cle r ee of corrunon 

under s t an ir.g a nd. 3.ckg r una. among economi s ts r e will have mEle.e an 1m-

1 por t,~nt 00 lateral 

+ Scien ces. 

co ntrib u.ti on t o the e fe c tiveneas of the 50ci:::l.1 

• 

\ 

\ 

, 
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Dear Ed : 

r 
I I 

THE I~SJTUTE FOR ADVANCED STUDY 

PRINCETON, NEW JERSEY 

Nove.mber 24, 1934 

• 
I am s ending you herewith a me.morandum 

prepared for me by a young e c onomist with whom I 

have had a n umber of interviews in t h e l ast two 

years . It represents a very radical departure 

from academic economics . I wonde r h ow it str.ikes 

you . 

,\r ith all good wishes , 

Sincerely yours , 

Professor Edward Mead Earle 
2200 North Tej on str e e t 
Co l ors_do Springs , Colorado 

AF/MCE 
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PROPOSED ECONOMIO UNIT 
OF THE 

INSTITUTE FOR ADVANCED STUDY 

T}u!)r~ can be 11 ttle queaM.on of the urgent lleed for a more 

profound understanding of economic probletls . The persistenoe of the present • 

depression, ita intensity, the extent of eoonomic disequilibrium which it haa 

revealed, its world-wide character, and the human Buffering in the f on'll of 

sustained unemployment by which it has been accompanied, all offer incontro-

v81'si"ble teetlimony On this point . In t he field of economic a ,. the problem is 

not whether there is ample scope for advanoed study, but rather hOTi such study 

can beet be implemented, for 'the quaU ty of the human need is such as to call 

for all of the tntelligenae whioh we can bring to ita solution. 

Role of th6 Institute: for Advanced study 

The paramoUrtt probl em of economies today i s to reformulate ita 

basic thinking to the point where it oan offer an authorita.tive exple.nation 

of the preeent world .... wlde paralysis. As compared with this problem, the 

dootrinal disputes of predepression years fade into insignificance. No 

epeoial school,/ no particular type o£ logical analysis i indicated the immanence 

of a breakdown such as this prior to 1929, nOr has the course of events .since 

that time e specially justified the approaoh on which anyone group was working . 

We have, in fact; no central core ofaocepted verifiable gener liza-

tiona in t h is field such as are found in the other major intellectual diSCiplines. 

There is no unity, therefore, in the vari.ouB Bubdivisions of i ntens ive apeciaU .. 

zatiortl3 , nor is there a COL'1l!lOn body of logic to serve as intellectue.l tools i n 

the development of new hypotheoee on the frontiers of advanced study. As a 

result t here i s cOnf'usion in a ccredited professional economic judgment upon 

almost any major problem that is pOGed . Thiz has been particulnrly emphasized 

during t he p at few year o of dive.rgent oounsels when economists, as a group , 
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have almost universally fail&d to speak \''fith en authorit!:ltive 'Voice either 

in their analyses of t he courseo-r events or in their proposals for their 

amelioration 01'" cure. Instead,. when professional counsel was most urgently 

demtmded , economists ha.ve been . f'o ·nd widely divided: even upon qusstionao£ 

ba.sic i mport where prof'eaej,ona.l competence could be prestl.'ned. to be final . 

One souroe of this oonfus ion i n found in the failure of current 

economics to taka a.dequately i nto aocotmt t he dominating characteristics of 

economic sooiety in t he twentieth century. That part of our present. theory 

\ 

wh1eh 1s care·fully worked out and logically erticulat('}d is based e ssentially 

on the economic processes and r elationships which were preval'ent in our 

society a century or more ago. Most of theresouroee of the community were 

then oocupied with the production" distribution and consumption ,of perishable 

commodlt1es, Buchas food and clothing , and the major at.tention of ec(momiets 

was direoted toward an analys is of eoonomic: phe'nomena associated with the 

m.arkets !'or such goods. lMring the ;vt'e:r u i mmediately preoeding the depression, 

<!In the other hand, fully c>ne-haU' of our produette:n of C0Il11l1od1tiea oons isted 

of durable goods; the markets for whioh differ widely in t heir behavior :from 

those ll1ar kets upon whi ch mos t economic anal ysis has been based. This ohange 

oalls f or a re-analy i8 of economic data; B. new development of eo'onomic theory. 

Such an 8$lysis will run to t he heart of all of the phenomena as sociated with 

the current breakdovm. It will require, however, the ereati.on of new intellee .... 

tual toola i n e.dd.ltton to those with which economists are now worldng . By con ... 

centratingon this approach and by developing systematioally all of the varied 

\ . 
fe.cete wh ich it will unoover,; the InBtitute ean reasonably hope to make a 

J 
major a.dvanoe in economio theory during the next decade. 

The logica.l toole, the generalizat1.ons , and the re search methode 

with which advanced students i n the field are now worldng , tall in genera.l into 



thr~e broa.d oategorl~.s: 

(1) Oormnodity Qr price systemstlldie'S, whiQh concei.ve of our 
economio syctem au o.ne regulat~d by the free 1.nterplay 
of' costa end priMe . To aid in the analysia of: this inter" 
play, there is avdlable a highly refined body of' logical 
generali ~.at1ont3 ;, ith respect t o markets for :Perishable 
oorr,modities and to supply and dema.nd relationships for 
t hese Mmtnoditie$ ., generali.z1'\..tions whioh VIera developed 
and emphasized du:ring the !:H)"'called elassioal perlodof 
eoonomio study; 

(2) Monetary-studies, which, because modern economic society 
is ¢rganiZf1d a long ;pecuniary lines in whioh financial 
phenomena are espeo1ally imports,nt, ree;ard movements of 
money and <U:"edJt e.e of paramQunt sig."lifloance . ~'tud.ents 
working i n this general field also have the aid of a highlY' 
artioulated body of' :Logical generalizations , b1;lt t.hey are 
1'0);' the most pe.rt general1za:Hons bao~d upOh analysb and 
observation of: e. WOl"ld-wide m.oney rn:arket Tor short-term 
cred1i:, !nstrw.:uents" unified by a gold standard, and l"egu­
bated ~y central bs.nka . They do not takee.dequately into 
ae¢ount the i:nfluenee . of the capital market,s. 

(:;) Quantitative or ste.tiEt1caJ studt·as,; which are still in 
t.he empirical ete.ge, posse.asing as yet no body of' logical 
gen~ra.lizationeand few expUcit B.osumptlonsof an economiC) 
charaoter. Economists in this fie ld have uncovered the 
problem of e o.onomie fluotuatlonsand have charted their move­
ments . ·They · ave cont::ributed little as yet, lOWeVeT,. to an 
understanding of their causas p their pl"evanti:on or their CUTe. 

~e Problemo£ ~able Goods . ' .,'. .-

It 1e proposed, therefore, that the Institute for ,Advanced study 

atta.cl<: thla problem by developing 0. 6uettlined inquiry into that, group of 

uneolvedec(!)nomic questions which are associated with the ourrent sta.gnation 

in the durable goods industries and hioh are' nOw loosely e.ggl"ee~ted under 

• 

the caption "The Problem of' Durable Goode." Suoh an attack he.s the f3.Q.vantage 

that it is suf'f'ioiently lilnited to be speeifio at a tim~ when a more general 

approaoh might be drQ'i\'fi.ed: in t~ prevailing confusion of thought, that it is 

auff1cif';mtly unq,eveloped to require e~plorati<m, and finaUy that it is 

sufficiently ba.sie to .af'ford hope that it will disclose the key which wil l 

lead t.o a reformuls.tion and ole>sero.rticulation ofeeonomiC theory. 
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its importance has be,eome increa.singly apparent to economiets 

during the co:urse of the present depressicm whioh has he en partioularly 

associated with mar !tete :tor durable goods. On looking backward it now 
• 

(

appears that these Brune phenomens. were more generally characteristic of 

previous depre ssions than was formerly recognized. If one can look forward 

to an e-vent~l resumption of the basic econ«)mie tr¢nds which have a ccompanied 

the rise of industria.lism d,urlng the past century, it is a tenable assumption 

that futureeoonomlc repercussions, e.rising out of stoppages in the flow of' 

d~a.ble goods, will be even great.er than at present" since the relative pro-

portion of' our total eoonomic activity which :is represented by the dura.ble 

goode industries is bound to increa:se with rising industrial effioiency and 

"the growth of product1v,lty. In other words,; 8. high standard of living implies 

a. heavy concentratlon of' eoonomic resources in dura.ble goods industries, and 

8.riaing etandard of livi.ng of necess ity incraasee the genera.l havoo attending 

maladjustments in the·sa industries. 

It ia safe to al3su,"Ue t theref'Ore, t hat in a'flectl ng the problem of 

\ the economics of' durable goods for solution, t he Insti t.ut<=> would be exploring 

I not only a factor tha.t is now reoognized as of major importance in the present 

\ brea.kdown out in a.ddi.tion One which will proba.bly become of' increasing importance. 

There us found in this problem n~rotlS fields f or highl y intensive 

specializ.ed resear,ch, £'01' durable goode include not only capital goods l but 

also p blic w¢rklil, replaoem.ent c8.pita.l '··~o,da and oonaumers dUl"a.ble goods. Each 

.01' these oategories now represents individually large elElm.erl'ts of our economy, 

B.nd together m~e up over one ... half' of the tota.l . The faotor s 1 sooiala.nd 

eoonomic .. which determine whether ther('l is or i 8 not a demand for goods of this 

character , go a long wa.y elso toard determining the extent ot unemployment, 

and the rate of$.ctivity of ou.!' entire economic system. 'l'hey have come to 
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oc~upy , therefore J a poei tionat least e qual in. importanoe with factor s 

oQmmon to markets for perishable commodities end deserve an 6qu.a.lly thorough 

explorat.i.on a.t the handa of eor.momiete. 

The logical f:aotors which should govern the. demand for oapital 
• 

goods, for example, oart be tanalY:3ed j even though their application to 8poo1f1Q 

a1 tuatHrns is dlffi¢ul t since investment. in suoh goods is nedleasarlly based 

upon an iJllperf'ect capitalizati<).U of an 8!3timated return in a.n unclear and 

unforeseeabl e, future . In the ease of conSumers durable goods) on the other 

hand, suoh as houses) automob1l.ee~ et.c . " the ~:d8tenoe of demand is partly 

social i n character, a refl eotion of the' standard of H ,ving and subject to 

Qhengee in style. These widely diff ering mArkets, therefore, will requIre 

eorreepondingly dIfferent analyale. 

A1l e:Kanple ·of the type of theo,retical problem posed br the 

develCJpmentof a. dominant indus,try devoted to oonsumers durable goods io 

offered by the recent experience of' the mot.Ql" industry ~ where, in 1932 wide­

spread. unemployment and distrees p:reve.iled throughout all t he industries tht:l.t 

partte'1p~te in the manufacture of automobiles. The stagnation in the mal"~t 

f 'or new care I however, did not imp ly t hat the Alner iean people # as a who 1e , 

were using less automotive transportation than itl predepreasion yeer~ . The 

consumption of.' gasoline in 19,2 i n te.et WOuld aeeDl to tntilcate relatively 

Uttle' decline in the aatue.l uoe 'Of automobile'S .:In t hat year . AutomG:bilea~ 

howeve:r, were dura.ble go,od.s,and t h i s singl e fact perraitted the American 

peopl$ to continue to consume automobiles even t hough t hey were not curr.ently 

p:roducing them. In other words, the A.>nericanecol'lomy had developed this 

important industry to the point where a su.stained andef fecti va demand -rot: 

con!3Ulllption was not of i tselfsuf'fioient to call forth an equally effective 

and conti.nuous d:emand tor employment in the manufacture ot the article consumed . 



- 6 -

The prep(mcleratlng 1rttportance of durable goode aa such opens 

up for explora:tion '8. further equally important field i n their relation to 

6. credit eoonomy, i'or durable goods by their nature repre c;e'nt large f"'i.ne:noial 

• commitment!il and i n most cases r e quire almost of ne C)e ssity the aV'ailo.bility 

of: a. loan market . Any 1>a3io study of' durable goods a s ~uch , therefore, leads 

directly and reaB.st1cally into a study of savings end investment, of security 

lmd mortga e mar 'eta , of banks end f inance companies, and, finally, of money 

foreign exchanges e.nd curr,anoles . 

In theory, as Vie have inherited it , this a spect of monetary 

problems h as received f ar too litt le attention. ~ monet'MY theory today 

h as not yet departed fund~entally in its thinking from a financial structure 

in which the preponderating elements eonsistof" (1) a currency baaed on gold, 

( 2) depoalt .... creating commercial banks dealing i n self- liquidating Qomtnercial 

paper., ('). central banks reg'ulatin';'J' through a short- term rediscount rate the 

volume of deposits crea~ed by these banke, and (4) an int ernational gold 

standard to govern the aotiviti ;9 of central banks . In theory under t his 

picture, the .. hole economio structure iB maintained in e quilibrium through 

movements of gold iV ioh , on the one hand,are governed by the responoe of 

foreign tr,ade to relative com.'uodity price levele, and, on the other h and , 

through t heir e aota on central banks set in motion f orces to mai ntain these 

price level s i n e quilibrium . Any rea listic examination of t h is analys i s in 

\ the light of today-Is conditione reveals i t.s inadequacies and its relative 

l
negl ect of the major institutions and forceD that play on the :finanoial markets . 

In poi.nt of fe.ct, Ii\' r eali stio study of -the balanc,e of payment.s today reveals 

I that the di etribution of go ld ie infinitely more affected by large movements 

of capital i t ems 'Of a h i ghly unstable oharacter than by trade i n commodities 
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of e. ·type to be aensitiveto small changeo in relative price levele. 

These examples are sufficient to illustrate the basie nature of 

an approach to our economio the0ry from tho standpoi nt of durable goods . Oul' 

present theory ls baaed essentially on an economio society in which durable • 

goods ~.otivitlea playa minor role. In a society auch as ours whe:re t hey ha.ve 

aohieved preporuie:rnnoe, a f reeh app.ro$.oh 1a indioated with res pect both to the 

oommedity analysis, and alsO with respect to the tlmoney 6urf8.c·e of' thinge," 

·an approach which must ta.ke lnto account 'thees eential i.m.po:rta.nce .of whole 

areas of' the e([D1'lemic acJne not yet sufficiently explored: . An atteck on the 

probl em from this ane1e gives every promiseei' being more basic than the work 

new being done and aleo of serving t.o unify work of lac partial nature in several 

major segments .of the field . 

ProblelnS of' Organ,"za:tion 

The greatest flexibility in organization and detail wil l be 

necessary if' a Iaajor a.pproaoh along these linea 16 to have a r~a.eonable chanoe 

of success . A grou~~ oJ:economlsts 01" outstanding quality, eapableof' reth inking 
l-

and refQrmulating economic theory i s essential. It should be built up as 
I 

I 
ocoasion wa.rrants 

the nature of the 

on the basis of the quality of the indivi~ual concerned and 

thinking wh ich he can br ing to the program. If a cente~ of 

real thinking i s ' established, the:rs will be no difficulty in persuading ouch 

'individuals to j oin ion the quest, nor will there be any lack of close contact 

with the universities . 

For this group te develop anything more sol1d than highly conjeo­

]tural hypotheses, they must be granted speci al f'acilities. The projeot will 

requi re not only a careful i'ormulatlonof' specific problems to be tested but 

alac an extensive reliance upon statistical data much of which i s not now avall-

able . One of the tasks of the Economic Unit Of the Institute will be the develop-
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ment of statistics capa.ble of aiding in the solution of:: its probleIns, 

st~tlstlcs which must of necessity be produc~d In the main by large go~ern ... ' 

mental 'ate:tistlcal and research bureaus in thia c6unt:ry and abroad . In this 
• 

it will gain help from. some of' the endowed research institutions and the 

~ivers1t1es. To make t hi s data. ava.ile.bleand usable in Pr i nceton the Institute 

should contemplate from the beginning 'the establishment of e.. >lunall statistical 

research and cled.cal ataf'f' . It should alao oontemplate that :t ts faculty or 

'stat.istical and reeearchcentere where the basic materials are being f orged . 

This may require travel !Uld at times possibly extended absences from Princeton. 

There will be l1ttlEL~p'e f~J:0!!Re..l olasses , o~:g'~udenta na su~, out. 

ample opport.unity for close contaot betvleen intellectual workers on a common 

group of llro jeot13 (),f high promise . Part of this group will be brought to 
--.----

PTineeton, part will be w'O ll-king i n ·the ul'liversitie a' .. end an importent part 

w.111 be located at centers of speoia.lized. research. The Institute should not 

concel ve of 1 tIDe 1fas a. loca.tion but, rather as a e O\lr06 of' mental ferment 

embracing allot the advanced students in this fie ld. 
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still taking, I am 
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Always sinoerely, 

. - -
5 

j 



.............. , 

... a.l ....... .. 

...... ••••• 0 
ta.u .. d ......... 

,.. 1111-.. iii 7 

e "hl~ ~ •• _IS , .. 1, 1 

9 



, 1 " 

.. , tllr 11. 1,,-. 

DMr Dr. 11 .... 

I Mpe ... , u.. eaol..... Inlld_ au u_ U. 

ptIIlJ •••• whlGh _ U ..... H4 at Gal" -u.. III _ 

IIIppI'08Ob '- U. prow'_ at or.-1as.a. _ ea. "0 41n­
..... of .. laaUtau 01 Alt. n_ ~ oa is- __ 

.. \le.. .u Tou. kDotr. \heM .... 'lou .. pure17 

.... __ \1 ... 1Dae 1 ... ha4 11'U.. nal ,We to ,lye 

.... 7tIfI. tor \he 0SJI*I""*l'7 of pille __ tile 

wbol. qQ8.Uoa w1th 7""- It baa helpe4 \0 elar1f7 ., 

om &'U ..... '.unrablT. 1 mall lie &lad \0 C~ 

to Priaae\oD aa aooa .. I OM arnace \0 1 ... h.n. 

D.r .. A___. Ji-..r. Dina .... 
. !be lu'l~ I. A4ft6:N4 S~ 
20 ...... Ihr.t 
Pr1aaetoa. ... J...., 

• 



,'" 

lerna.a .. 16, 19Y. 

P .... ...uCUID 
or ftI 

1I$'11DD lOR AJrf ..... naD1' 

,nt __ .'.f"."' •• ' 11.1.'. ,... ... _ ... ,....s..--.., 
.. p •••• t ~ .. 1'. ,--.av ....... , .t... '. tie ... 

tM ~ -.u ..... ill \lie f_ ., _\AS •• 1 - s»1 ..... 1Ir *'* 
1' ....... III opv'''' all ea_ lMau.nruw..-"iMIII:r_ 

\hi. pota\. I. \be tiel' .f .. 1301d ••• the pI'Oltl_ U _, ...... 

u.n 'a -.1. Mepe tor adftllCOCl • .." _, ...... bM __ • ....,. 

caa "'"' .. ~_ ...... tv the .-,ll~ at \De ............ .-h 

.... _1 ,.. all .f __ s.aMll~ 0 1 1Ih1cb _ .. lInIIs \0 I' • 

.. la~ua. 

Ill. at ,be I.""" tv Mu=tI 'WI' 

u ....... Os.*' .. \0 -. pa1ld ... " ... Ift __ .. u.n. .... 

\1 •• ~l .... 'loa .1' the p ..... , .... 1c&-widA ~.. Aa ....... 

wi. th ~. , ... lt1-. _. 400\ .. ~ cUIIJN' •• of pt"tMIepreoa1oa ,.an 

faa la\O '_''''It ....... ~ 1MIbool. _ paI'tiftlaI' \lpe ~ .. 
le&1u1 ual,rala, lallcaM4 u..' ' __ .t ••• HeaD ....... 

tb,i. p""'" ,. 1929 ..... tM ..... of ......... \11&, \t ... 

• 1J.liaJ~ Ju'ltlel .. appI"IMIIl_ .tal6 .., .......... .... 

1 ... 

• 



" 

'. 1 

....... ill t .. ,. __ ...,. ..... ~ ....,w • .,.~ • 
• _n1 .... ~1 .. la \Ida t1e1& .......... t.-4 1a Uae ou.. 
-.IU iaw11..-.l 41.~lbH. then 1. _ wal tir. Q,eret ..... 

s.a \he ........ ..a.I1Yl.l_.f 1M_l ......... 11 .... 1_. _~ 
1 .... a _.va __ ., ~ ........ lJdeUeet1Ia.l \M1. 

1a the Uftles--' fd .. ...". .... _ '" ma\1en .t ... aul 
/ 

, 
~. )au Mea ,.n1alarlJ' ~ ....".. tM put tw pan . ' 

..,. ___ u., IaUe4 \0 .... 1f1. AD -.UaGrl\a'l ... _i_ .1ua.r 

1. \M1Jo' ~ .1 .. 0CNI'W8 ., ..... or .. u..u pI'., •• l. 

fer \helJo 1IMl1on'1eD or nne lutM4 .... pnf ••• 1a..l _ Ml 

41yldM .... 1IpOa .-'1_ at -.u 1IIpeJ"l"N pnt_i-.l 

~ onl6 __ ,I'S ••• ' to __ tlal. 

1'1 ..... ., ..... ...,... 1. ,... 1a .. tail .. fit ...... 

pan .f .... P"_' \Ma17 wh1ab 1. oanhl17 wrka4 oa.\ ... lecl­

oalq anl.al .. \_ 1. UM4 •• _'lallT _ \he ...,.,...s. p~ ... 

\ 

aDd "laU_Mlp. *1aIa .... pnnl.' la ..... s..t, a •• ., 

.r .on .... Yo., of \he N ...... of th. CD 11;j ..... \b_ .... 

- :Wi£J&J 4..c£ .EEx 

• 

-,,;aA 



. 
r 

-)-

..... i .. \eIl nUl \be llUbu t. .......... JlIa1 .. tM ~ s..... 

U"'el7 PJ'U'Uac .. Upnaelaa, _ .. otUr MD4. tal17 ..... lIalt 

Ml'k.'. tor _lab 41ft ... wlcle17 1a the1J' Mban. Ina tu ...... -

Db 1IpOIl Dla •• , ..... 0 ....,.,.1. hu Mea ....... fhl. ohMp 

. 0Id.e \Mu7. ... _ ~l. will ... \0 .. bean .t all ~ .. 

plf.. • .... la ..... UIb \M .. ,_, ... ·kI._. l' win ......... 

I howe,w. Uae ."l~ fd - la'el1_taal. Wo1. 1a aM1U .... tU .. 

I .ltll ~ ..... 1 .... _ .. J"tUac. IF G ..... ,-'Sac .. 01. 

app ....... '" 4eftlop1a& .,..u.aueaU7 all .t _. YWle4 ,... .. 

\ 

.t11. 1\ wUl ..... u.. lad1 ___ n ... _~ ... \e __ • 

MJoJ' ...... 1a ..... 1. tHoW7 4vl1lC \be .......... . 

... leeS- '-18. til • .-enll .. ,,-. Mid ~ ft ...... .. 

........ d\ll *1ata ............... ia ... t1al4 an ... ~. 

(1) Od .Utr .. pn. .. tta .W41_ 'IIaietl 'D~"D ., .. ./ 
lI.a. Ie .,.te. .. _ 1"'.'''''''' U. ~ 1a~ 
eI • __ • MIl ,n-. ...u sa .. ~. eI tbla 
~ .... u .. -.udle • Jat~ ...".... __ fill 

~. wall_"_ w1n .. ..,... ,. RdW U" pen"'1,. ,U.u. .... \0 ~ .. Al ., NJ,a... 
U •• rh,.. tw u... II 141"_. a.annll ... ' .. ? .. , .. 

... ~ u4 -." •• '''' arlaI ...... 11 ... dae-

.a-t ,..set ~ eo_ 1 • ...-,' 

(2) .... '-7 ,"'1 ........ '.1 .... 'gf .... .-1. 0Ml .... 
,. .... , ... aJ-. ,II '1117 U._ sa 1Ilt.l6 tl .etAl 

" 



pls ••• In .... ..,..w17 ....... " npN._ I'. d 
Il01l'11' .. awll' .. of pAZ' '., __ n..... .....,. 
wonu. sa taal. &---.1 n.14 ala ... the .... , of a 
AlPl7 arUala'''' ~ of 1e&1Ml anenll .. 'l_. .. • 
tbe7 are tor th. _d pan ,_rali"U ........... 
MA17aln .... on.rn.Uo .f. wol'l4-wlU .oMI' ..a, 
f ... n-... erell, .... v..a,., alt1.1 .,. .. ".14 

I 
_ .... en. .. ....-laM4 '" _Val lNYaD. ..., 40 ... 
\like ~"17 a' ....... , the lIItl ..... of \h • ...,.. 
1\al ~\a. 

(3) ~U\aUft 01' .'.U.Uoal .\w41 ••• wbl4lh ..... \i11 la 
Ute .-p111.ea1 .\a&e. P"M"1IIc aa ,., - '"' of 1-,­
ceMl'&llaaUna .... t .. .,U •• " ...... '1 .. ., _ 
...-1e .... ,.... • ....... u 111 \u. fWd ........ 
........ the pn'1_.f _.1' •• n.-auo .. .." ~ 
.... W tMlI' .... _,.. ..., laaW ... 1'11-.\04 1"iUe 
.. "'. M._ •• to ............. 1 .. d tha,,, ...... 
\Mil' pn.-'l- .. thaU .... 

.. inN • ., JW .1. aU" 

J' 1a ,...,..... ......,...., 

wlUl .. __ ., ..... u. Sa .. I • .-L ....... u.uWl .. _ 

wtWIIl AN .. ~", ................. UIa 111M h*1_ 

.t hE .............. _ at ...... De .. d ....... , ,t 1. 

~ 1111lW ........ n. ... u. ........... _R'al 

-,pN •• -.' ...... 1 Ia ... pnR11l1tc .. .,..,.. ., ~'. 

Qat " II Rttlel.'17 ........ 1 .... te n ........ apl ..... '1oa. .... tlMl-

t, u.t It il ~1r '-le '- aft ... .,. taaa, u trUl UMleM 

\M ... tIIIlIIIl IIlU 1 ...... "", '.u.... ~ .... ...u.1 ...... 

• t •• , ........ .,. 



• . 

4ubII .. It_. d .. ,... •• , 411ipa'Md-~ 1Ma --.-u-. 
~ ...... __ wi • ..-eta te .. tul'l1. ...... GIl 1e H ...... 

..& l' _ ..,,1 ..... , U&-. __ ,IaWIl • ... 8Ift._ r..u, 

If __ 1 .. ,...... .. __ mtvd ft. aU. of .... '-'-

~ tile pan -t.I'7. l' la • 'I bl. _ ... u. .. , fa ... 

• ir. .e rlf.' ,, __ • ad ... _, .f .~ la .. n. d 

~ .... la. will " .... ~ter ... at pn_'- .s..e .. nl .. 

'1ft ..... U_ ....... w. .... ' .... 1 .. 1_ *'* 'I npna.W 

1Ir .. lu W ............. 1. ~ .. I. _ wl. 1'1ab!1 

~W1&1 ~'MMr MIl u.. ...... at ...... 'In''. Ia .... 

....... a ~ .'alalf ., lin.. 1IIp11ea • 118M7 ___ tat, • ., 
... 

r 

.... Ie ....... sa ........... iIIIIIMU1.... ..a • 1'1 __ ...... 

... ., llrilrc et ....... _ , II ........ F .Nl .... ""11 "" 

\ "Nlettu' •• 111 ... SIIIiIIItftee. 

" 18 ...... _ I •• I.". ... ... 1a MIl .. " ....... _ 

., De •• 1 n • ., +r-aa.J. ...... f. _ldl-. .. '-" ..... .u. 
"~-'-"."""''''''1a_r .•• I II • ., ... 

lIIJert •• ill ...... ~., ". Mi_ ... sa IIIIAlUla _ ~ 

wU1 ,..1 "17 1IElI • ., IMP p". 1.111._. 
. 

..... t...a ... UU ~ _ ... rsll._ nau. raw M_., 
.... M_ ..... ·Mh ..... ., 

.. 

• 



t 

! 
I 

. 
" 

-'-

whiG 4e\eJ'm1M •• ther ~" 1. or 1. _, & ~ to~ po4a .t 

'hie oharac 'er. liP a lac W¥ al eo towar4 4.MI'III1a1zac ~ .neD' 

baD4a ot ___ .'a. 

Iippl1oaU_ \0 ",..ul. dna'1oM 1a tUtt108l' a1Me ~ .... 

1&.-Jl ...... 1a ....... 1~ 1IMe4 ... __ .... I"t .. , aap1Wl .. U. 

ta ..... d.W11 ~a ...... poU. _ ... tlaew ......... 

.. ........ at • .u .. , .... t)w aid ... ot'7 sf 1. ,.,.u., 

... lal 1.a ...... -.. & nfl.U .. ot \he at ....... at 11n .. MIl "'­

J-' to cfa"-_ ia -tile. tta.M .lUl7 utt.uc .... ,.. \h .... 

4 ... 1 ___ , .1 & ,_1_, 1Ia4M'1"'1 UYoM4 t ...... ,..1'. clIInJtl • 

...... I.. ott-teA '" .. __ a apert. ... of .. _\01' lJIIlu\l7 • 

.... 111 1'32 ~ ., ~.,.,.t u4 41e\naa prehU ... 

\UI _,., aU .. 1 .... 'dee u.." par\lo1pa\e 1a u.. .., ..... 

• 



-1-

of .. ~110.. ftw .\apaU_ 111 the an.\ for .. 0U'8. Mwe.,.~. 

AU _, Wp17 \hat the ..... r10aD people ..... whole, .... u.lac 10" 

_"'-'1.. UMapor\aUoa 'thaD 1a pn4epr.ea1oft ,ears. !tie ooDnlllp­

Uoa of pM11ae 1a 1932 1A fact wal4 u_ \0 lD41cw.\o r.taU"'.17 

li'tl. d.ecl1u 1.n tho a.o~ . ...... Df _t .. ~lloe ill tha, rear. ....to-

110'-11 ••• bowYer, were dura)lo £004-, aad Va1 •• bcle t .. , pol'lll"" 

\h. ~OAA peoplo \0 coatUm. \0 _~ _'0.'-110 • ..-ell ~ 

lhq .. " _, 0U'nD'17 pnc1Uc1q th_. III othor woria. \h. a.r1oaa 

..... r lta4 4fte1oped thl. UlpeJ'\aa\ ladu..'f7 t.. tho point ..... 

a "'etr' aD4 ~tM\lY. 4rsM for 00 .. ..,'1 ___ , .t l\eelf 

ntl1e1.a' to oall t.nIa _ ..,a&l17 .ff .. t.1 ..... _lA ... IF f 

tor 8Slplo,...' 1a \he ....tao .... 01 \ho arUolo GOBI E 114. 

'l'bo prtlpOad.w&t1~ 1.r.2ponana. of ~l. pota as nab ..... 

lip t.I' _len.\!.01& a 1Ur~.1' equl17 ~r\aIl' fl014 1. ~1J' nt... 

'he" a an41' eoo...,. Iv d:uUlo &Mde _ th.lr DAwn rep ...... 

.... lar .. n __ lal .-l __ '. a4 , •• at .... ,...uN ~e' .f 

...... a1" \he .. U·~ll_ ., a 1HD .... t • ., Mal •• ..,. eI 

ctIIu'Ul. eMU ..... , tuN' .... 1 ..... 4ine'17 .... I'NllIU.Al.17 

.1'" a • .". ef .. 1'1IIp .... 1 ........ '. of -.1\7 ad-n.ce 

.... , •• of ... ea4 11 ..... ...,_ •• ud.. t1-.1.17. td ....,. 

~\e. foro1 ....... aa4 tlliJ'z ... l ••• 

Ia tMeI7. .. .. Daw 1I:alaeft\a4 1'. thl. up .... cd --'-7 

pro'l_ baa ..... M4 lu '" 1'''1. &t\o'l-. Oar •••• ..., \He1'7 

\o4IIr ... DO\ 7.' dap&J1.e4 """ __ \&117 1a 1'. thll1khs tna • 

• 



·t (1) a ... TC.,. ___ .. 1'. (2) ...... '-ena'1.,. ~re1a1 

Make d8a1u. ill Mlt-l1Cfd,daUac oa._I'nW }NIP-. (J) _Val 

... ..... 1.'111& ____ • 8IIoftw,_ ...u .... , .... \be "1 ... 

ot 4ape.t, ...... W lit' ............ (-) .. 1a\enaUU&1 1014 

., .............. u.. _".1'1 •• ., ... 'hl ....... 1. thMJ7_deI' 

\hI. pl.ebWe. U. ..... _., ......... 1. -.1a\aID4 1. eqaUl-

~ ~.... • ,. of .. 14 ..... _ .... _ ...... an &llftnM 

~ tM "'peaM at IGIN1&a u.Ie .. nlaUft. 111\7 prt_ 

lefti., __ • _ \he 0 .... MIll. taan.p ....... • n. _ _ -'1'111 

..... eM ill _,loa t .... .. .uawa .... priee 1..-1. la 

.qa111--. ,., ....u.,ie 'aaU. f4 at. MalT.is 18 .. 

liP' .1 ...... ...u,t..a •• 1s 1'. IMt ......... 1' .... 1 .. 

'1 .. __ en fit De ...,. lMU\aU_ ... tu_ \M' p~ _ the 

n •• .s.a.l..,...... 1. pe1at 01 t .... a ..-11.'18 .... • t the 

~.7S • • , ~ ........ renal .... , the U.V1_U. .t pU 

1. latbllklF __ aft ..... '" ll11WS" ••• k .t .-p1W 1'-

.t a JlI4lflll' .. taIIl ............... __ ..... 111 0-.41\1 ... t a 

'D ..... _1'1" ·" ...u Qh ..... la .. la'1ft pr1_ leftls • 

..... _".1_ .. Rtts..u., .. Ul_bate tM .. 10 ...... 

• t _ ............ I •• _1 •••• ~ ,.. ... \MIIpola' of .... 

alll. C004... .., '141' .,. pnMB' tbee~ ••• , ..... 1141:) 

• 



-9-

4 ....... traall appJ"OACh 1. ill41ca\et .Uh napec' M\h \0 ~ 

c-'1~ ual7ala, u4 el .. wi \b "8)'>-' \0 'h. ~ avtMe 

ot U.l .... • _ ., ..... wh1ob.as' w.h in\o aoeou\ the ...... lal 

u.p.r\aDoe ot whAle areas of the ....... 10 .... .." TO' R.tf1c1_\l7 

azpl.,... All .,\aaic oa t.U prelal_ troa \hi. ucla ~y .. "W7 

p~ .. of Mlq .ore _ ... 10 \baa \be work 110. hiDe 40u ... alllO 

at Mniaa w ~ .... f • paI'\1al ..... 1a enual ~ ..... 

__ ,. of \be ttel&. 

EDt' " ..... eM.F 
~ '!be &ft&'-' nexlWl'7 la e... '_'1 .. l1li4 4eWl dll __ 

1l ..... U7 1f • ...,.,. appr0a6 a1.tac til ... 11_ 1. \0 ha .... 

r.soD&ltl.. obaIloe of 8QCO.... A c::ravp ot acoaa.!.'. o~ CN,.\aatlac 

quallV. oapa~. td re\lt.1Dk1ac u4 l'.fonad~\1a& eooaoa1o \beol7 1 • 

.... ,1&1. I' tIhoal4 .... ft11\ up ... OOOU10D wnaa'. Oft ~a "la 

ot \he C[a&l.l\, or \he la41Y1dul OOMUllK aDd \he aa\un of .. 

\hlDltiac wlUch ha Gam ~ ~ \0. proc.na. It ~ _,v ef nal 

\h1~ 11 e.~blhhed. \ hera .111 H DO 4itt1C\ll\T in p.rwaad1ac 

noh u.i1Y14uJ.. \0 J01. 1D ,he que.'. JIGI' .111 there lJ • ....,. l'­

of cl ••• OOII\ao\ w1\1l ~ _lyonU1 ... 

Iw th1. IJ'CII'IP to d-.lep .,\hlJIc _1' ... 114 \baa ha.,.17 .... 

J .. \1lra]. h7P.~aa... UWt7 ... \ .. P'M'''' .-1&1 fao111 U... !he 

ProJ-' will nqUn _, galT • -.rehl foJ'l:iGlaUOIl of epM1tlo 

pnbl .. 'a " \""' .... el .... _htla! ..... 11 __ 111*' •• '1..­

U,oal Ia\a ... ot ale ,. _, ._ .Ya11an.. OM.f the ... 

• 



of \M -.0 ... Ual' ef \U Iu\1 ,aM w111 M tho 4e'h1 .... ' ot 

a.'l.'l_ ~. fd a141ac 1a \be Mllltl0. ot u. ,1)1'0'1_. 

.\&\1.'1 .. whieh ... , of ...... U." N pz' ..... 1.a ~ -.la. lu,. 

....... Ia \hi. l' wUl pla help trOll ... of \be cmdon4 r .. 

....... b 1 .. '1\.\1_ u4 \u tm1ftrdU... !o ~ t.bla Aata 

aY&llAltl. tIDd. ... ~l. 1.a JT1DoetoD \he In.Uw.,. abo1ll4 oon'-.pl. .. ,. 

t ... \Ae _.p •• iac tb4t •• tdll .... ' of a -..11 ata.\tdloal n-

........ caloneal a\att. n ~ al .. C:OD~l .. ,. \M' 1 .. 

tMUl_ or CI'WIIP ... Rtftci., In ... to -~ 1a .1 ... paDO.] 

on,", wlt.A \be .\aU.UMl ............ \en wher. \be '-do 

~. an Wac t....... ..... ... nqw.1n ,ftft1 ... at ,me. 
( 

po •• lltll' _'-4_ .. I •••• ,.... Pr1aMMa. \ ~ will ,. I1ttl. 

lOOp. tv to~ el ...... v ter ebd_' ....... _, -.10 ... 

pen.1\7 t • ., OlHe .. het ..... laWll .. -.t wuDn .. a ... 

_ ..... et pnJee\a at b1P p...... ~.t UU. --. will __ 

", ............. , ... ,.n .u '- -ddac 1a tH -.1 .... 1\1". MIl 

' aa ......... ' pIII't Will _ 1 ....... a' _ ... of ~....,.J. .... n-

....... !'M Sa-u __ lMeli .. , __ 1 .. of ltMlf .. a ~Uea 

• 



I.. 

I 

, 
.... ... 

• 

• 

• 

• 

• 



/ 

1 

• 

.. • 
• 

• 

• 



5-17-~ 

• 

hi r. A,ulotte 

., I v. w. Stewart 
. . \ 

lubJeett e",bel' 1" b 8 001 of ccmca108 
19~11-~ 

Without t 1 .~4 

Valter ch1ttel' 
( u.la) 

• Bill (to Oot . 1 t) 

) 

bon Xliinet (]t.p.) 



THE I NSTITUTE FDR ADVANCED STUDY.,. 19l3-19M" 
Fuld Hall - Telephone 2580 

1~ 'II :rail' e S. k~c.k.~&:l.s.'" 
OW'- ~ " STAFF • 

c 
.... ,#Os ..... a~'.c", k'c. .... 

Dr. Franl, Aydelott.e (E} (Director), Olden HanoI', Olden Lane - telephone 185 
!tiss i 'al ie G. EiefielseI (Secr p- tary to Director), 22 Dickinson Street - tel. 475 
niss 3ernetta A. Miller (Director! s Office), 3L,9 Nassau Street - no telephono 

~\ ss Q." l' \L Co. t( 
]DlI's, ];}Q;P9i;~r D~1!'eU"le~f (Te~ephone Ouerator), c/o IrlfJtitute for AdvHnced Study 

-'-
Library 

Prof.. He r r.,ann ~{cyl (L~.brarinn) 
Vrs. Dorothy R. Persons (Assistan t Librarian), 120 Prospect Ave. - t el. 1751- J 
l1;iss Alice ~II . Fitz gerald, 53 Aiken Avenue - t e l ephone 1288-W 

School of i.;athemJ.tics 
Prof. ,Jame s W. Ploxandcr (vr),29 Cleveland Lane - t elephone 32 
Prof . . Alof' rt Eins t oin, 112 Hercer street 
Prof. Vialthe r f·rayer O~) (Associate) , 273 Hawthorne Avenue - t e l epho ne 2Lf39-W 
Prof . Harston }"Io rs e (H), LIO Battle Road - t e l ephone _L'+35-J 
Prof . Os'rrald V:Jblon (H), P. o. Box 369 - t e l ephone 1342-VY 
Prof. John von Heumann (m, 26 Wes tcott Road - t e l ephono 2186 
Prof. Hermann Treyl Of), 270 Eerccr Strr;8 t .,. t e l ephone 2171 
Hiss Gwen Blake (Secretary), 3/, Vandovent er Avenuo - telephone 2181 
Dr. Valentin Bargmann O'~ ) (Assis t cmt), 1,4 Park Place - telephone 2457-R 

School of Economics and Politics 
Prof . Edward T:ead Earle (1~ ) ~Battle HOJ.d Circle - telephone 552 
Prof. Davjd 1/itrany (on leave of absenee) 
Prof. 7[infield'd . Riefler on, Battle Road Circle - t.el. 933 (on l eave of absence) 
Prof. VTalter'J. Stewart (1:), Gladstone , New J ersey /l".¥(J"'M 
.Pr of. Robert B. Warren (H), Province Line Road , R.F .D. ,1/2 - t elephone 2~90 W 
Hiss HC'ttie ll . viise (Se cretary), 12 Princeton Avenue - telephone 1870 
Mrs. Marion G. H2rtz (Secretary to Prof. Earle) , 10 Hamilton f,ve . - t el. 282- H 

elfTS . Valentine T. }iill (i'.ssis"l:.;' nt) , 361 •. Nassau Stree t - t elephonr,; l255-J 
.~. HsiiQB QS98B~m;igs}[8: 0:) (A:3 ... 1:3LanL), 345 TJMEl~H:1: stFoot tgl .. pbplJf 2018FT!1 

,wi Alflea LdIiaa\1: (~5) (r~sslstc.th e), t~~ f'c-tlznCl S~tl8:r~ · ¥{t!.~zb " belepherlS e9~ 
~J', 1![~l1;e]" Shi.ffer (11) (ltMi..'!bauLfds If-\ AJ.kcll Avenue Lele.JilOlte 2469 W 

---1"'\ I ~ $ i L \ 4. --a -r Ii H ()"R.' 0 IoJ ( 5 C c.. ' ,.- A "iit y) - 2. " J) I C )<, I :l (> N..:J'r .1. j /I 0 4.' C G. 

S0hool of Humanistic Studies 
Prof. Iietty Gold.man, 2 NewEn Hoad - telephone 1'579 
Prof . Ernst Herzfeld~~-~~, 10 Bayard Lane - t e l ephone 2174 ~" I ..]:',w. ~ 't" 
Prof. E. A. Lowe (H), Battl l; Road Circle - telepho ne l 559- S._ .... "6 d!" • M.\' .. ~ 
Prof. Ben,jamin D. I~eritt (N), 99 BAt t l e Ro::~d - t e lephom: 1~26 
Prof. Ert'vin Panofsky (M), 9'7 Battle Hoad - telephone 1679 - Su __ c.lr'adcl~dr: \("e"Nc.~ ... "'-"" 
1"', De.via J, .".i"l>1Cl1S0H (A08i~1;Rl"li;), Graaud.be 6011ege t ol ephone 2300 EXt. 6804: W'\~,wo 
Hiss Frances Follin Jones (Assis t :'nt) , llLI- Alexander Street - t ol ephone l 839.:..,T 
Dr. Hanns SllVOTz nns ki OJ) (RcseDrch Assistant) - on l ea.ve of absenc3 
Dr . Kurt We itzmann (II) (Fi eld ;icdiaeval :Lst), 30 Nassau Street - t e l ephone 1845 
n\.,.s. F~'e~. ~~c.~""._ (~~. Seh .. 1 \(u .... ..,· •• .,.;c. ~t."ie.s~ '11' ~f"'de.., \-aauc­

t'c.\« "l\ftt ~ 1., 2. If - e... 
M.\"s. 'POy""~~ l>auNt.~:1 (Sec't'e.t.",,) </_ :t.., .. 1-.1-... 't<. -§.,r AA"uJced .rr"J!J 



"". 

MEMBERS 

t. \...60 _ ~_"" ,",v'a. p.,.eS'e''''''t- A~cl ... Cl$',S" ~ n ·i..,,, tI",. U""~ (. ... ; l1"~ I WUIII .... ,." ' CI,,~. 
School of i'fi.D thematics 

Prof . ShEng-s'hen Chern (l,~,~), 1/7 Wiggins Street - telephone 555 - M 
Dr. I<:urt GCldel (M), 120 Alexander Street - telep~10ne 569-R 
Pr of . Wolfg!lug Pa111:i.. (M) ,15 Palmer Square West - telephone 984 
Prof . CarlL. Siegel, 26 Westcott Road - t elephone 2186 
J)~. NiN, "".I R,o • ..- ""J 8".. • .,.JAJ \1.\\) T"e.\""~\ SeM'," •• j- 'lc.\ •• k~e \f)3 
"or. 1l.\ert Sc:.k."'teA) l\ .. ~'t ... ,ct .. .t') Aclclyc ... ~..,.: 9,0 . .. .,. "';'1 8,,"""'~'"t.-, \J_.",.-.w# 
""or. ~,,-", Ra4. (' ........ -¥t .. r) A~cl.,.c.1I "'....,: O"~D ~"'~4 w~""YS*!I.I CcI''' ... ~II$ .. Ok'D 

Schoo l of Economics and Po1:i.tics 
-J5r':-Jm';g-U!:ll-.;m;';2ZIT"ihl-ioo ReAB. t9d.Q~};o9z.l~;;!] 79 W 

Dr . Robert A. Kann (11), 162 ,Jefferson RO<1.d - belephone 117L,,- W 
~};!Qf; 6J1B};!Qj;i<;lQ;Q To»g (1,1), J S'< ~h.n;a:.: street A 't;elsFloJ:~J'le 13991~ 
Dr . Friedrich Lutz (1,1), 120 Prospect !,venue - telephone 2035-J 
lrr . Jonathan Iiii.tch811 U~~- ), c/o Institute for Advanced Study 
!>Y. "".lle .... Sc."'-f:t~'" ("')~ ,t' A''''e~ AVeN,,~ .. 1:.e.'cp"'.Ne ~'t-'''-W 
"'"... ~\e"'~",d P. 8hc.\("ur (,,) .:l ~.,.i"c.~-' "ue.~e 
~i.S''''A "dr'c.N_~ ".cJ.. (''''t~. \IIt .. .ry. 72 ' 
P\Y. ... 1lh4 ....... 'Clua .s -.cs u ' .- "' School ·ot' H\l.ffiani~tlc Stud!es I """:.,IJ"."""',Nt"", 3"eV',,-., 

7 

-Prof . Oscar Broneer(J;r) (on leave of absence) 
Dr . Paul A. CleI:1.ent (H), 88 EwinG Street - telephone 22E:2- M 
Prl'~f; ~dl;t J, Deah, 8;~ Il"Iereii; ,lte fen Adyl5:lte~Ei ~tuc;ly 
Dr. Charles de Tolnay (H), 293 IlTa3sa u S bre~~t - t e lephone 16r;1 'L.f1) ~~Cr...l 
Dr. Paul Frankl (M), \) .Cha.I:1.bers Terrace - telephone 697- J .. jr.~~ ~J.t~" ' ' 
~rof . Henssalaer Lee (M), 95 Battle Road _ telephone 2401 ~-=-, ~c 
Prof . Doro Levi ( H-~c ), 103 llfoore St,reet ~ telephono 975-J 
Dr. Paul Tedesco (In residence at Yale for pr esent academic ye2r) 
pro A",'t."" Ir. R.ub;1'S'c.ht!~ (ftt) 1:J.:l A'~).aNCIey S't',.-~. 't.c.leplu",~ 
"..~ .:r~c.o~ \t.",~~., l~~ AA..\yt" ", • ..,'. ~".? ''ri-'eel A.., •. .". • .., .. J N.V. 'J; M.td S",-, _ .... "E.li eN~ "'-''''.4l~ ." A.l.&".U. fttI-.J- \'L--'iKc.'" ,,"'4. «tV' Y. ~w".,..,..,.~ i- A-'.,.,.. ~ 

~_\l_.~'" ~~' ~~a"h.'" 'Z-/. "' .... .-.'s Ma', a".wre"'c.e,,, lie;, - ~c.{"C.N.uC ).,a""'I'e",ce",l\e, ~r 
Ge~_Orl..0~~r Llbl'"arJC: ~O'Nassau Stre~t - telephone ~ JOO - Extension 253 

Dr . Nancy Lee SV/2_nn (Curator), 7 Greenho 1m - t elephone 891-R 
Dr . Kei-\~on Chung (M,~) (ME:mhe r on l eave of abs ence) 
Mr . Tung Yiu (M-~~ ) Wernbcl'), ~3 HH};oe))?SPOOIl S'bretYt - no t el ephone 

Py\ tlc.e 't'uJ ," .... a-lua:t~ C." ~~~ 
~ ~ .. ..,s SaY-oN (\~"'''f~I4t~~) AU.,.~ss nll>"': cr~.""t'eNc~ R.,a.( 

.,.. We.\ic..t~ s:, "'.sS"a~'se'tt~ 
·f ..... tesro1'" O\'.e .... .stV'.,~", ,,0 P"..osp~cT tl~e. - "te.\ ....... "'< '2.."-6, 

. 
"o_~: 'l. i" eas't \ot" S'TJ .,~ Id \(0'" tr <:,'T~ 
OH"t:. ~""" ,,-I) t> ~" ~6 wa \\ ft. A1~...... '(.r tt t.'1't!f 

-l:-Wife not in Princeton -lH~Sister in Princeton 



lI{EHBERS OF THE EOON01!TIC, FINANCIAL AND TRP_N~)IT DEPARTUENT 

OF THE mAGUE OF NATIONS ON MIS·SION AT PRIECETON, NEW JERSEY 

Fuld Hall - Telephone 2580 

Hr . ,John H. Chapman (I,,f), 98 Naso)au Street - telephone 23'74 

Lrl'. Paul Deperon (H), 66 Wiggins Screet ~ telephone 1147 

Hr . FolJ.:e Hil r.;erdt O ~), 24 Jefferson Road - telephone 1806-J 

Hr . Hartin Hill (H), 321 Nas·sau street - telephone H,49 ';{ \~30 

HI'. r,;i.roslav Kriz ( II), 42 Murray Place - telephone 13U-,T 

Mr . John Lindberg (II) , J Uc;wlin Road - telephonr:':l 1388 

VII' . AIGxancJ.er Loveday (I,; ), 7 Grecmholm - telophone 2007 

Mr. Cons tantine F. IIIacGuire (M), 245 Hassau Stree t - telephone l668-J . 

riy. Ragnar Nurks e , 301 Nassau Street - te1ephonn 1537-M 

Mr . Ans gar Hos cnborg (lIn, 179 Prospect Avenue - t e l ephone 1211-1.1 

Mrs . Phyllis van Ittersum, 306 Nr:J.ssau Street - t e l ephone 450-J 

~.:r . Percy Gill '.Jattorson (Y), 76 Library Place - tolephonc 1110 

• 



1 -J 

~/~oetonia.n EXPANSION -- "".:rAN.,,,,/q. 

7 W~ththe :nnouncement of its intention 
to establish a School of Economics and Poli­
tiCs, . the .Institute for Advanced Study once 
more impres~es i'tself keenly upon the Prince­
ton comrpunity as an invaluable agency in 
pushing forward the frontiers and, to speak 
selfishly, ~n inestimable supplement to Prince­
tOf} in its .gra.qua:te work. 

r-. . Alr~4;Q.Y ~he School ~f Mat~ematics, draw­
lrlg \.so"heavlly from Pr111ceton s Department, 
h3:,s bome 'tich fruit, and this community's posi­
tiori 'as'''perhap:; the greatest center of mathe­
matical ~tudy .upon :the American Continent 
is ren4e~~d , ~ven more impregnable. And the 
s~~ep'roced]..lfe, we hope, bids fair to repeat 
itselfJin the 'case of these social sciences. The 
proposed .. School willa:ftempt a "reexamina­
tion:, of politic;!.l and economic ,theory," and 
"wIth!, absolute freedom of thought, opinion 
an~te~pression, study the economic and po­
litjc1t . phenomena of our own items." In . 
t~is time~ when in so many countries the heavy 
h~l11d of arbitrary censorship is crushing the 
impCi:tus fqr free thought and untrammelled 
investigation, such a reaffirmation of academic 
freedom is a welcome note. And certainly., 
in this period of economic change, when so 
much that we formerly accepted upon blind 
faith, as the truth, is being upset, a reexam­
ination of .. political and economic .theory is 

. very much in order. 
The connection which has been established 

between the Institute and the University will 
be maintained. Students in eit\1er instit\1tion 
may avail themselves of the facilities of the 
other without any additional cost. Two such 
academies of learning in the same community 
could not possibly attempt to exist side-by-side 
without some mutual cooperation; else the 
cause they , are both seeking to foster would 
suffer greatly. Now that the Institute has 
undertaken to broaden its research work, tak­
ing in its scope both those principles which 
affect the everyday relationship of men to 
each other in earning their livings and those . 
imponderables which relate man to the struc-

, ture of his universe, let us hope that this co­
operation may continue in geometric pro­
gression. By it the cause of higher learning 
and the advance of scholarship will be incal­
c .ulably promoted. 

'\.--
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Salter--nt-.. -·,NING" THE FUTURE ECONOMIC ST A TE 
Questions ... "g.a,,.,,,,,," 

The Vast PrCl_~~bf 
, In This Country 

B'II Sir AB:rS!!B BAL'l'B. 

Preaiclent RooMvelt n ... · Ja8t • montblt ... iII~j.' 
tile q...tIGD of p1Ii1ndQwItb­

lD a 'capltaUA state upon aD entIr,eIy 
dIffereDt plaDe. It bas JlII88ed In a 
1IICIIIUIIIt, aad upOD a .Ut ..... 
from theory to p~. If we take 
lDto &CC01IDt the 
acope of the propoeed. r81~atlcllD 
aad CODtrol. tIM .... ~compluJty 
of the eccmoadc atructure to wbleb 
Ii 18 applied. and not leut the ft­
locfty of me whole proeeB8. It' 
clear that no govemmeot .... ever 
UDClertUeD ., vut a ~ Ia u.e 
of peII,ee .... without revolutIoD. 

'l'bIi ~ expediDeIlt n.IIM8 qu .. 
tiona of the flnt Impolil\Doe wbleb 
cannot ' yet be certalDly auawered 

but JD87 be uaefuIly ~=,~~W 
Ia there uaDy a tclllll=~~ W&'I ...... between CI 

com "" ... ! Are 
DIll&' and 

oat 
To ~bat extent i.e DeW repJa­

tion DOW req~ed to repall' ~ereo 
Iy tempor&17 defects In our eco-
IlOIIIIe atnacture reeultlDg from 
the' litraID wbleb foBowad the war, 
ana to wbat extent Is it Deceael-
ta.ted by DUIft penDaD8Iat .. ~ 
b( our ...... DIdki 1Ife' __ 
odIIT 11.. we ccmtempIate .. 
DeW ......... as a Jempor&17 
8C&fIoIcIIai' fJam wbIeb ... ..m, 
structure of IIOCIety wID ....... 
ID8GIa _ It .... befaoe. '. will ' 
the Wbole IItraetme be aubataD- , 
tteIJ:J' .. parmaneDtIy different? 

SlDce planDlng will nece88&rily 
be Clarriad through by aatIoDal 
governments, It wID be at leut 
in the tint IDstance upon ... 
ttaDal . UDee. wm the .,..... 
wbIcb 80 tp'OWII up be ' ...... petlb1e 
with world tnuJa and the devel­
opmeut -of- ecooviatc life-, apeIt- • 
world basis? Should planDlDg 
ultimately be national or 

, Lastly, WIIat will 1ae tIie maiD 
cbllracter and phyalolrJlOlD7 Of the 
new atructure of aociety wblcb Is 
being created? 
To these vaat questloD& . we .­

oDiy auggeat the moat teDtatIvefADd 
provlBloDal &lUlW8ra.. And our I beat 
approacb will ~ In a .n.cu. 
sion of the fuDdameDtaI facta from 
wbleb the preaeat movement orilt­
nates. 

stlmulua to Industry and to lDvm-. competition would be secOndary to ~ on the ayatem. But it Is al80 fact, wbat I may call an "loatItu­
tion. cooperation. The first bypoth.... clear that, even apart from this tIoDal self-dIscipline." aided but not 

After a century aDd a balf '" IICi- correapoDda with the poeitIon of temJOl'U'lT aDd exceptional factor, lD detail directed by the govern­
entIflc lDvention 8Dd Improved iD- man througbout the agee unto the the ~ eConomic 8)'8tem Is falllDg. ment. It muat. lD every spbere, 
duatrial OZ"pD.atioD, tbIII aItuatIOD IDduatrlal RevolutlOD; the eeeood aDd jIleMIDed lDcreaalDgly to fall, lD develop appropriate loatItutiona 
Is entirely ~ed. We baft with bIB present poeltIon after a its __ tial task of aecarlDg that througb wbicb. · to the extent re­
enough lmowledp and 8IdD to pro- century aad a half of lICleatlflc.... OlD' ~ capadty Is fully uW- qulred, lDcUvidual actIvIties can be . 
due, Dot 0Dly the oeceaaltIes but ventlOD and its appUClatIon to IndDS- Isecl~ that its products are justly regulated. . 
also the reaaoP&b1e luxuries of all trial productioD. dIIItiauted-lD other words. that Those who occuP7 dlrectlDg po-

• • • maoJdDd. But the problem of U8iDg JIodera meehanlzaHoD Is thua.... .... IDcnue lD productive Clap&- alttODB lD every sphere muat reprd 

ORDERED economic progreaa de- the productIve capacity at our _ evltably changing the structure of city 18 atteDdecl by an equal lD- themaelves aa bavllig not a alogle 
pencli upon twodiffereot klDu poeal, lDvoIvlDg as 'lt does the co- our lIOclety. The almost UlImItable Cl'8lll8lD eoll8UlDiDg 'power. but a double respoD8ibWty. Firat. 
of factors. There muat be auf- ordlDation of lDflDlteJ.y varied ape- lDCMaae - In . productive capadty u.cIer these coDditloDl the . prob- they muat conduct their own bual- . 

. flcteDt materl!ai reaourcea aDd the clalIBecl proceaaea. Is lmmeoeeIy whlcb It promiBea Is caualDg large- !em before the world Is not merely n888 efficiently. Second. they must 
knowledge. sldlI and lDdustry t»more cllfficu1t~ The prlDclpal taak lCale orgaDlzatlon and lDcreaalog bow to eacape the preaeot depreli- COD8tru~t, In cooperation ~th oth­
utiUze them. We need to be ab e of man today la DOt to lDc;reue pro- cOmbiDationa tendlDg toward 1110- sIoD; Ii Ie bow to traD8form Its era engaged In similar activities, 
to prodUce &DOugb to '~ humao ductIve capacity but to COIIItruct a DOPOiy. It wUl. In time, though Dot .,.eam to meet the DeW needs. Can a framework of general policy and 
neeclll. There must, bowever. &lao system wltblD wbleb\tba capacity at once, ·doubti881 lead to the re- we 10 cbaDge our 8)'8tem that-we regulation wblcb wl1I prevent the 
be a ayatem wbicb eoab1ea apeclal- already available can flDd Its full placement of lDteo8e competlUoD by can meet t.Ilese needs without sac- actIon of the lDdlvlduai lo busine88 
~ activities to be 80 a.d.juatecl to scope and its products be justly dis- greater cooperation between Da-~ the eaaentIala of poUtfClai from reactlDg cleatructively upon 
eme another that they combiDe to trtbut'd. tIODB. . - and economic freedom! othera or upon the geDerai public 
produce wealth without · waste or . • • • iDtereat. . , . 
deatructIve reactIODB. and the prod- The effect of tbIII. fundame.Dtal TN the meantime the .iame force Is Tat, la my view. Is the cUatIDC- . 
Gct to be justly distributed. We cIuutp will be DOt to abolIaIl ,0Gm- ~ profOUllClly IIlOdItJbtg the eco- tIv&.~ of our generation. I be- With these priDclples lD mlDd let 
need to regulate our productive CIIit petition but to make It of 1881 1m- nomic .,.tem lD another respect. lleft tbat _~ can. Let ua now COD- ,ua look iD tUrD. at each of the mabi, 
paclty. , portance thaD it baa beaD lD the The fUDctIon of Individual compett- .tcl*. neCiaarlly lD bare ontllDe, IICICtloIUI of our ecoaomIc and fIoaD-

Now die relative Importance put lD reiatioD to combiDatIoD and tIon lD the talMes-faire ayatem .of the atracture of the DeW -.cmomic clal.,.tem and see wbat Is needed 
these two factora diftenr _____ cooperation. The polDt may be beat the nlDet-tb century was not oDJy &Del flDaDclal ayatem required. t~ adapt It to preael!t conditlona. 
Iy at different times. UDtII tbe in- mu.tre~ the .,..... ~ activity. it also It wUl be- well to start wltb a We shaH be guided by the obvious 
dustrial revolution the fundamental Uon of two men on a due . Ii . tbrou •• ... suldIng principles. If we ~ defects blJ&ll'!!' ., and-det~es 
factor was scarcity. Tbe reeourc_ OD. two different /bypotbeaea. Tbe adjusted supply to demand and . ' -& pIa!f!Q@- ua cIhectecl bave de~~ lD each case. 
of nature to wbleb ,men bad &cCeII8 fIriIt Is that the resources of tbe Olle of an IDflDltely. complex aeries 8JIII8m wbleb Ie compatible with 
were lnaufffcleDt, or the lIClentIflc IslaDd are 80 IlmIted that. whatever of ..... elhed actIvIties to all the ~ JIOIItIcal aDd eooDOmic free- THERE Is flnt, naturally, the cur-
knowledge and applied aldU reo the effort put lDto developing tbem. others. The profound cbaDgee In a-. the plaDDlog and control can- rency ayatem. What we need Ie 
quired to exploit them were lack- they- will not suffice for th, re&BOD- ecoIlOIDic orpn'MHon wbicb attend Dot .. left to government alone. a currencywbicb will give a rea-
log. The vaal bulk of able needa of both; the IIeCODd fa modern mechanl-tion are obvlowl- The tuk · ... too YaBt ad iDtricate. BODably .table medium of eYebange 
was doomed inevitably to the barest that they are potentIally 80 rtch Iy lDterferlDg seriously with tbIII Gounuaeot GaD oDiy CODtiol a vut forour traDaactIo~. The mecbaolsm 
of existence. Several cooaequeocaa that. by the comblDed effort Of the functIon. The economic lI)'Btem Is aocJ -complex ayRem by metboda la available and tb, methoda · are 
followed inevitably. In a world of two men, they can be increased becomlDg 1881 e1aatlc and adaptable ~ would be deatructIve of all known. But the edating currency 
scarctty. competition-between In- many times and be amply aufflclent 8.od proviDg Ie .. and Ie .. capable of fl'eie4om. . It Is ID8lde the ayatem auth~ritIea, the central banks anel 
dlviduala. between cl....e.. between for all needs. effectiDg the adjustments required ltaeIf that we muat flDd those who the treasuries. with tbelr respective 
countries-was the predomioaDt ele- The natural result lD the · flrat by changing condltIou. . wID, 1D the maiD. plaD and COD- fuDCtloDB. need to adopt aDd eu­
ment In buman relatiooa. ADd the case would be a desperate atruule, It Is true, of ~urae, that the.u.. ~ they muat do 10 througb cute a poUcy more cUrectly related 
first need of any economic or aocIal each man trying to obtain the Iarg_ turbaDcea reaultiDg from the war tbeft,; own lDatItutiou. . to the natu ~nOmiC develop-
ayatem was to give the mutmum er abare; Q • lD the second, that bave Uarown an altogether. abDOl'llllal '1'Iae- ecooomlc .,.tam needll, lD (ContiDued on Page 16) 

• 
• 
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PLANNING THE ECONOMIC STATE OF TOMORROW 
Sir Arthur Salter Discusses the Questions of Cooperation and Control 

That Are Raised by the Vast Program Begun in This Country 

( Continued from Page 8) ~cial resourcea and acaIe of mental ~tlon but alao with the 
production are 110 great that they malnprinclplea governing apan­

ment. Currency must expand 80 aa may be a dectalve futor In the e10n or restriction of production In 
to correspond with, and encourage, movement of the trade cycle. It Is the ~ of' certaln bastc commocJi.. 
but not to outrun current and Im- therefore _DUal that the auto- tI_ aDd manufactU1'e8. 
mediately pl'08peet1ve production. matlc prlce-system of adjustment • • • 
These activities need therefore to ahould be supplemented by deUber- WHAT would be the main prln-
be Uued up with the general na- ate policy and that this poUcy clples ' of the .,stem here 
tlonal organization which will be should be determined by the gen- outllned? FIrat, contrt»l and 
described presently, culmtnatlng In eral economic poe1t1on. regulation would be limited, both 
a National Economic CounclL The very fact that th... partie- In range and In character, to wIIat 

Moreover, Internatlonal trade re- ular industries have developed on waa absolutely neceuuy. ".e free 
quire&. that not only ahou1d the nch a scale aa to Impede the nor- ~, and the normal worldq of 
price level of a partlcular country mal worklng of the pJice.e4juat1ng competition, would be left to opel'­

be .table, but that It. evbanp 8,atem meana that thq are In the ate jU8t 110 far aa It cUd Dbt neuIt 
98lae w;Itb otber countriM aboulcl handa of a IIlIUl&p&ble number of In obvlowl waate or abuses. 
a1IIO be .table. ThIs meana a co- lU¥£8t. ~'<''''''lIIIJ!IrttI 
ordination of monetary pollcy be- mf8Iit, for aample, be required far 

L~"""'_-""""""'''''_~IHi6&1ift ii1id ... steel production, but the orcUnary 
ln8trument, nch as the Bank for competitive 8)'8tem mlgbt be left to 

, 

, 

International Settlements ( ... hlch Is decide bow many people ' should 
In effect an aaaoclation of central make racUb sets or razor bladee. 
bankei'll), througb which the polley So, too, when a collective program 
can be carried out. waa neceseary, control would be 

The Inatrument exlsts, and only llmlted to seelDg that It waa CIU'-

needs development. But the pollcy rled out, and would not penetrate 
needs to be agreed upon and, Into the detall of industrial orpnI-
through both a national and Inter- zatlon. 
national machinery, to be llnked Semndly, the whole system should 
to the economic pollcy on Which be conceived of as growing up from 
It depend& and of which It aut ,be below, not Imposed-though It mlgbt 
the servant. be guided-from above. It would _ 

... • better, for example, that those en-
T If:T us turn now to the credit gaged In foreign leDcUng should, 
.l.J syatem. The present abuses subject to certain safeguards, them-

and defects are evident. In selves devel\)p and apply the raW. 
eacb country, I auggest, the flow of and methods required to protect 
capital mould be regulated by a Na- the publlc Interest. And the ultI-
tlonal Investment Board. Such a mate central authority should ebni-
board would, In my view, couat larly 'be com~d In the main 01 
partly of government officials, but penOns drawn from those wbo Go-

mainly of those who dlrect the ac- cupled actual cUrect1ng posItiODII ID 
tual credit system through the the business world and were taklng 
banka. It should ~ closely Unked part, each ID bls ~ sphere, 1n the 
with the central economic pollcy of . AaocCafecJ Pre... appropriate speclalbed regulation 
the country and should thus be In Sir Arthur Salter • and controL That Is, the system 
a posluOn to judp how far at a glv- should be one of economic self-
en period foreign lending la deslr- peI'IIODS. These persons could be government, not of State manace-
able, and In what, if any, dlrec- unit and IIUID1.--

could wield a 'sufficient authority Lastly, the government in such a 
in the use of capital. to determine policy throughout the system would have a role at once I 

The board's powel'll mould be industries concerned. limited and Invaluable. It would 
malD1y negative; that la, It should Let me take one example of supply guidance, coo~t1on, stIm­
forbid certaln classes of Issues, but method. If it became evident, at ulus and-when necessary, but only 
not positively dlrect and enforce a given moment, that expane10ns theD-eODlpule1on. It would sUpple­
Investment, capital continuing to were proceeding to a dangerous ment by cUrect State organlzaUon 
find Its Way to the most profitable point which was bound to lead to where Pl1vate organization failed. 
fields of Investment aa at preaent, overproduction, a reaction and a But evm' In regard to such tune­
subject only to the deflnlte prohlbl- slump, the whole e1tuatlon could be tiona' It should act OD the ad'rieIt 
tion prescribed. aubstantlally reBeved, without any of those engaged in actual economlc 

But tbe board migbt do more need for fixed quotas, by a tempo- activity and In the dlrectlon of the 
than this. It should stimulate a rary suspenslon of the system of external lnstltutioDS described. 
professional organization among Instalment sales. ThIs would· at • • • 
issuing banka which would esta~ once reduce production just when SUCH a system would be ODS of 
Usb greater support for the In- this waa 'necessary and would pre- real economic self-government. 
veator and dlscourage, or by Its lierve purchaaing power for the It would be elastic and adapt-
collective Influence make ImpoBBI- coming period of falling demand. able to ' changing needs. It would 
ble undeslrable types of loans or • • • allow room for freedom of enter-
loans unaccompanied by sufficient IT Is obvious that each of tIIese pri8e and choice, whlle providing 
investigation and safeguards. Ac- proposed lnstltutlons, concerned just enough control to stop actual 
tion of this kind Is especially nec- with currency, credit and Indus- abuseS. It would leave the price 
essary In regard to foreign lend- trial pollcy, would need to be close- system functiOning, but supplement 
lng, especially to governments and ly llnkecl up to central policy. The It where It waa falllng. It would 
public authorities, where the abuses obvious biatrument for this Is a be not 80 mucb a middle way be­
have proved most serious. central economlc counell composed tween lalss .. falre and commun!IID 

The problem Is a manageable one, of representatives from the sec- u a aelectlve comblnatlon emboclJ'­
for foreign Issues are substantially tlonal InstltUtlODll referred to and Ing the best of both and avolding • 
ID the handa of some half a dosen alIIO of pel'llODB of other forms of their defects. 
houses In the Unlted States and an experience, including economists It II, I belleve, only on these Un .. 
even smaller number In London and government officials. The ef- that we can retaln the essentllWl of 
ailel ~. ent between fectiveDell of such a body depends freedom and stUl secure a tolerable 

il1DDDlort"l.ap01l" bers being really rep- worldDg of modern economlc lnIt1-
of institutions woul ~ , _ tuUons. '1'IIls fa t.be , kind of strue-
Collectively they would make I posed body wilf never obtain the lure of . aocIety to wblch the world 
Im~ible for any Iasulng bouse to necessary action throughout the Is tending, unl... the continuoua 
tempt money from the Investor for whole economic organization. collBtruct1ve InteWgence which It 
any loan which cUd not satisfy the To the extent to which the eco- requires should fall and face 118 

concUtlons they agreed to be necee- nomlc life of the world Is on a with the bleak alternativea of eu. 
aary. wider than national baals, such a or a system Incompatible with 

• • • system must be international and either poUtlca1 or personal tree-

WHEN we come to Industry not national. An international lD-ld~om~:.. _~_-------=--~--­
we come to a more cUfficult dustrlal counell could be formed of I, 
problem, because the units delegates from national Industrial 

of organization are 110 much more councils; a central currency au­
numerous and more varied. Never- thorlty could be compose:a of the 
theleu, for the great bulk of In- principal officei'll of national cen­
dustrlal aetlvltles, the adjustments tral banks, and 80 on. At the apex 
of supply and demand can safely of the wbole system there could be 
be left to the orcUnary competitive a world economic council, com­
procesa subject only to sucb gen- posed of delegates from national ( 
eral regulation aa the governmen't economic counclls and comprising 
can Impose. It Is only In relation every form of experience and ac-
to the very large industries which tlvity, official and unofflclal alike. 
have become 110 organized as to 'l'hnMlgb such a system the main 
have a semI-monopollstic character framework of economic and flnan­
that apecial action Is needed. cial polley would be developed and 

In these industries effective com- In turn executed throughout the In­
petition bas 80 far disappeared dependent units 80 llnkecl up. And 
that It cannot be relled upon to this pollcy would deal not only with 
adjust supply to demand, and· their currency and tariffs and govern- 1 
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THREE ECONOMISTS 
ON ADVISORY GROUP 

Morgenthau Appoints Viner, 
'Stewart and Riefler to Be 

Members of Board 

DAILY PARLEYS ORDERED 

Committee, Including Three 
Banker~ Will Confer With 

Secretary Regularly 

lpeClal to TIm N.W You: TDoII. 
WASHINGTON, Sept. 7.-8ecre­

tary Morgenthau rounded out his 
emergency advisGry group today 
with the naming of three econo­
mists in addition to the three bank­
ers already named. 

The three are Jacob Viner of the 
University of Chicago. who has ad­
vised the Treasury from time to 
time in the past, and Walter W. 
Stewart and Winfield W. Riefler, 
both of the Institute for Advanced 
Study. Princeton. who will be 
"loaned" to the Treasury by their 
academic authorities. 

The two Princeton men have 
both served · the Federal Reserve 
System in the past and are famillar 
with government work. Mr. Stew- • 
art was formerly the American ad­
viser to the Bank of England. 

Secretary Morgenthau said he _ 
was sure the Princeton men would 
be "dollar-a-year" men, like the 
three bank~rs named u advisers 
earller in the week, but he was not 
sure whether Dr. Viner would be I . . . 
Treuury. 

The three bankers an W. B. Bur­
gess, vice chairman of the National 
City Bank of New York; Tom K. 
Smith, president of the Boatman's 
National Bank of St. Louis. and 
Earle Baille, chairman of the Tri­
Continental Corporation and a 
member of J. W. Seligman &: Co. 

Secretary Morgenthau said at his 
press conference today that he a 
would confer with his six advisers 
dally. The role of the three econom­
sist, he said, would be to anticipate. 
so tar as possible. the financial 
situations which the emergency 
might produce. 

"As new problems come up they 
will advise and assist me," he said'l 
"They will try to anticipate de- I 
velopments before they happen 
and help me to avoid pitfalls. These I 
men have the reputation for being t 
the best-posted people on Interna­
tional finance and economics. Atter 

, all, during this war period we are 
on uncharted seas and naturally I e 
want this kind of help." 

The SlIcretary aald that he sun 
had to fill two vacancies with as- r 
sistant secretaries and that one of 
them "will have to be a business • 
man." 

Basil Harris, who resigned as' vice 
president of the United States Lines 
tG become Commissioner of CUlltoms 
and assistant to the Secretary, was 
sworn In this afternoon. He wlll be 
In charge of all of the Neutrality' 

, Act enforce1'lle.nt for which the 
Treasury is responsible throug~ the ' 
Bureau of CustOIlUJ and Coast 
Guard. and will generally confer 
with the Administration on ship-
ping. ' 

"The Treasury Department has. 1 
been fully prepared to handle the ( 
heavy responsibilities with whleh it 1 
is "eharged under the Neutrality 
Proclamations of the Presldent/' 
Secretary Morgenthau said for re­
cording by sound news came~ men 1 
after Mr. Harris was sworn in. ~ 

"We are prepared to carry out ~ 
the definite police powers ass~gned 
to us with respect to venals arriv­
Ing at and about to sall from ports 
of the United States." 

Mr. Harris spoke a few words 
about his wllllngnellllo to be drafted 
into government service on twenty­
four hours' notice. and hurried 
from the swearing-in ceremony to 
have a tooth pulled. That was his 
first act in Washington after tak­
ing the oath of dffice. 

-------
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INSTITu'rE MEMBER~::; IN RSSIDENCE FOR TWO YEARS OR MORE 

( Dr. Valentine Bargmann - Mathematics ' O'y\.. Ao.-e."'rJ - ) 

6v... . Dr. lians Baron - Rumani stic Z:) tUdies 

Richard P. Dlackmur - EconomiCs 

X -Kei-won ~hung - Oest Oriental Library 

. 6'f." Paul A. t;lemant - Humani s tic Studies 

• 

C hal'l \~s de 'l'olnay. - Humanistic btudia s - Three year appointment 
to terminate June 30, 1948 

o\'<- ~aul 1"ranltl - Humani stlc .:3 tudies 

Rensselaer W. Lee - Human istic Studies 

Fri edrich Lut z - Economic s 

Hob art Schatten - Ma t hetnat:ics 

X Tung Yil1 - G ast u rient 1 . ~ i I)r& r~' 
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'lha'nk you tor your let\e-z: ro~1ved. t hh. mOi"flolng. 1 had int(!u.l4,.d. to 

write mom t le . th '0 e'xpl in pr 0113&17 Mt I doing, .emd w1'\Y" in IT 

oplni .. .f it h lin un art lug ppr Qpriat tor the hi tl tut - t ,or, Q.S 1 • . x ... 

1!'\1nllld to Dr. Goldenwo1 el" ... hen he introduced t e oubJeot of 00 i) ;. tion. 

f 1 ' it 2. t!'le intent o·t tho I'ns t.1tu.te, in 11hi~ c se 

98 bl&, or H fell wi. t.hout , 1n whioh enee t he undel"-

t t "1nc $ 1ne.dm1 , ablf). 

t st pr1 ' SGI'l'ltior er. C l"1l1M t the $t ding Senate Comm1 tte" on 

Olle ond W1k . II in t t.\\l.Ct')d a r bolut1on .1Ung for "adyli of t h obJ.c-

th. 011 • In th del>a.tth 1 t A,~ vtllo d tn t .e d1d not ',P -

WI) P aa d. l\.."\d t h 

rr t to open t htJ eted si'ltt1 ot t\bout 

£itt n h1tltor1cal. Ctserlyt1ve, . ll.d faetU1'>.1 pal{ rOI • 1)1" par d by indi,,1dun.l 

me bel' or t h 

Tnt· flrst dTAfts '8rG t;l'U t he en.<i . f ep tm'tlftr. nd (l,hclQ& -d.. 

t t hi"'" I (1) If rs r~ bet~e n 5<'> 100 t " plee • "t:'~l 

. e 11m! t . I; to a ro do ( 2) h p )IU"I5. l:ndlv1.d . lly prep_ . d . dl-i 

no t f mole·.r cut e tit u 0. ole , nor could th b$ 8 roupe-d a t o t;h .f; 

. j 'r ~a1'8ot d1 SCtl 884 • 
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. trfJste · t hat ir e , ot)d;~ rd. '(a close f~iend. -
Q'! milt ) Md. I b~ 1nv" t a to e:d1 t . ee pn; ere,. d it" • fa r t his llrp<)88 tbn.t 

we .ere 1)X'O'O(:;.ht el'"e. We tt'tldled t:t.e pQ1) :ra. and CSJUn$ to the pro ·,t conoluston 

that t pr 'jGot requind m'\l¢h 100" t n. &d1t!Z'liJe It required (1) to i"Jlulatl on 

of int01lt. ( 2) a d.f)a~ of or :.-tlnizatton c f rr;ate'rif? .. l t furthfltl' t hl lntEU'lt . ( .3) 

'com;plete, rec.~Gt1.ng of most ot the p It''8 . d ( t.) t e plttiW,ft,l'at'ion ·of sGveral 

to ,cover omin1ona in the, 

'url re ( a) .,( 3) ana (4) h ~ . been pro ce(\ 1~1$ \UlliP.ll' $0 e p IMHIGUl'·e e. he 

a ttl'in as . Ohedul"a. fo!' Octo er l!h M.~ if 1t is oalled for t hat d tot) . it. can 

'be t.\one.. o'l'/'$'va1"'. r . W d.wA~d Md l ,e.arll lin $ t be stronecst reprei$ont tiona 

for poa~n.l!unEln t, nd t hl e is l mollt l3urf!d _ .. not ~n O'u'l" account . bu.t 'b~c:m.UjU' 

. t t he ab orpt1on f t be S nAte· 'in t ~tl" 11 W Le 1$1. tlon. ~he formul Hon 

Q I 1 ten't , hien $D mtt to pl"'G ced.e t h$ f./ th'fflll'" part; ot the prog ram 1& ct \U1\11y 

91 'tT ro1e. di H cult. It WM or1g11\ 117 . tilt to be ner th , 8 W .8 8(\14 

fll)QV0j t! e prOlJan t ti()l!l ot" h18tOriQ 1,. a.a~ct'1pt!ve .. and factUAl n tel'ial; bu.t 

it h d OG9!1 ,overloJ:<k t h t t~ 'bal · st, description,. by Hs arra.n{!;0ment and 

oonv ' m., tYro . i ntent, bj trw v~ry effort of end. :\Tor-ing to void COJ'lveyl.7'16 P.7. 

'1'b.la haa neceu1 tated ( a.) "len clot)'9 stu 01 the ~e'r $ p re.a&llted. 

nd (b) an 1ndepond,&ll\ t t~t Gn. OUT P' rt of t h0 .ent1:ro $u.'b J. e~t of the nklntJ 

J of t.l1o e<tua.l ( e eon tra:sted t h the, pt'ellume:d) 

deT ' 11. ~etve S tOOl and tb,(§ :Banks. a.nd; the l~volved nlat.1 Qll!l 

• 



15. 0 hav. 11\ t et out l!l9d pro ~ , t h t 

( .udal' tbe tnOnth. , ov&mber 1. 198 hocp to 

that our a.tt$ tion. a.nd f)oca$lon&l Vl &1t$ -1 b& expected ,over 

10ft Br perl 

01' th 

M u1 tel1'1or d. i n WCl Mve in vie. • ., intend to ~e9t to iMmber ot 'l~e 

st. ff ~.rta1n proj ctG of e~.nt1nU3a. study :tte d1ne 'be .. ond t 

t lent 

. inhtr 'tion" MU t chhtqust .. lot ~ th.e;, ~o be and. t , t. th&7 an quest10 0 ot 

-1 M;g~ . ,~ 'intend to keep en tirel!( lGof ::from Itl 

It sma to m9 t h, t t 1s en,tire und,,,rtaldnt f · 9 wit n tM lnuen of 

t ~ ,1nsU tute . 

a. It requ1r 6$ tI "If , C$d o t~Hot th mone tem. 
on .... t .. 

b. l t centl)t<plnhs ou:tlirU.l\~ of proJ _ et'$ ot tjad:vnnoe4tuc.tY1't by 
individUAl. ho :v& mern'bera of an. extre&ely COt stent ·£f of 
) rson hen. rotessian 1 car . r 1l _ 1d.rt b . , n the 
th ret.1oa.l ,d. .p110d In one, :teA or eeon.O"Zl.'Ii,cs - ;DOn ':I and. 
hMldn • 

• 
" " 

,", I 

t be 

I ' 



I 

o. tth · und.er"~ .. it .• 1.f 18 in the ~ II.lbllc tnte,reat •. !n t t it 1 
@s'1$l3d.t0:1 roiTD t h , ' T . ent dm:11!l.:htl"o.tton ' nd Ort;Mi!at16tl oit 
t nat1 n ' Q b .. ng 7 f,l tam. ssucb it ,e$rtA.1n cl 1ma upon 
t~:te c: ~ ll'. Uvel, te.w p ~eons who combtne a J'.r&s-umed profen1C»lal 
c' mpetence, wi th t:lme,..tre~om 't() e . 10 .it in &ll..m eemee. 

haa eon and 1 b, ing j u 'Uf'tQd by th~nY 10'pmant of t he . nd~rt.n.k1O€. 

t or near t h end ·o.f t he month. I 11 ~ oehel" report. ctl\l.l'l",Yin' the 

naT .. UTe dOlm to that ph ee. 

1 :II! sort'y to hee.r tlbo·ut )!,our l aryngi tis. It h at been ep1d.o:mi o thh 

I.tutumn. t tru t t , t b' nQw;:ou ft ' 

• 



" 

\ 

. 
\ 

s P. 

•••• , .. ,r.t 

lied clno;r; 11& 01 I. 

,. 

"tore ft .. l .,10'01"1 ~ 

, 4) .u . 011,le 13' lahl.' • hOl .... 11". th.re " •• ftoth1nc .~~ ,_ hI • 

... 

-'rid! .. 4.~'. 1apl.en'atlft.& 

tb hi"ory, of tb .ftona 

MD'loa ..,0 -.p:reola'-' 'At i'Qor'au. of 110ft 

-
• :oot "rell.4 1._1 , 

.. CoacJ" •• do.u, el. ,loA was pr.,ohl • ~'I8,' •• Il ' Va 1 •• me4 bOIl lOD« 

up.d,_Cf $lut.t bodr a .~1'\l_1. ue 11.'t'el.1 \Q ~eaol uAf •• on.:\.l.r to a *.p ... 

• 

e:lfto ftt. f 1 • .,._1.,\.1 " , _ .. Oft 10cal '0.. C- ••• tn .M.CIk the To,.r, 

.1" , .... ell' 



- 1., 

kl~ in th~ bo.4~1 •• ot 

the n 

t 1 one lYsbl - t. 

1 p'i~'. I ' oa, d ce 

.. 

• ection 0 t • a •• oulA 

, 
Clearl,. .t.'. ot tit ag,ce .. e4 e1 U n •• 0\114 to • «.r .... u che..uce 1n t.o pro-

" td of 1U$Jol'ity of US' e b& 8. V'a1i61' a qt;em of ,t,qprM elec'ioa. ',be .. e 

.o'U.ld 'b. :00 luAd •• bit II ~ll Ub . to,Jeu""l.ther 'ft 1<1 b. ~ Jrett.,m1~,el Note 

,U4b • laauar,y of odd-DUmb_red 7 a~. re.~t71~ a new orcanl~ tou ot the lou ••• 

1\ o'lJ," beneo ... 't7 Oil ~. othel' liM". to =denCl'k e01'pntl tion t the lou •• 

yhn •• 1' 'he .. Jor tl' 0,,.117 thift ct.. a. relul of.1 o\lQ • In ,he re ecl.11lC 

... the _ton , •• ff 'of 111C!' &da, the lJld. .. yt.4uallta an4 t$.Otloa&.lltll of 

the lI.ou •• aube"lli" fliD.4 'hut ••• ' ,lUI, '''4» rv '1',t.. <m tb. ·",hel' bu.d, 



no.Uone.l t 

I!l' all t 

oh.r "1' I • . 

• t , •• JC~1ty art1 wou 

i 't~ chd.n_, 

'. l ' .. 

. Ddbl "'1' f or- 11\Ut :t1ng p 

. h1tt • r4 

e force 0 ln.l ,~ t 

,1101- t 'n 

... ta'Ilel1t 0 III 11 

ei\d.mfm:tc n , r"rJ. hlal 0 !C.stU.u~$.ot.L p "tid .. oft 1 

terms' 

of a, 

fOl'JBal Me en t 

et 'U •• II .. _lee ed f X't ' o-year '.9&. 

e."¥O-7e"r In''n"l, 
edu. 

of .. 



to 1., &fe. pa.~iO\1lAl"lt 11\ ."....... el"t ~., b4f.\ • au-,1f leaT. Watl'd:QCt-ltA 

, ,& cDpe;lto~ 1' •• 1 ,lea.. If'" ~ft1a1 •• :r: t.OIl com~. tow rcl wtth tepal."oa 

l:ne~r.rtl_ •• ' f' tae f;tJlle leetloa 

" ,owe. 'bt. 11.. la I). , 

•• inll ttt Gongru 0 Ia 194), 

• 

!!t" If. 1 .••• 'h. 

oda.. ,.ar. 

' 11 .• 11 d ill "'''11 reoe" 

c' •• J'tnflreA 

tot" ttIQ,... 1J18 .. ' t hre. It t~t U..n t"~wtJ. we , it 1l.11 l l'~ Ju, 

t Uo"l~ ,he el ~e'f.oa (It ).9 4 ra.h-er ,.. 1ft 1914.' .iu:'t~' 1.11,1 a ' .1' .. 1 

'0 t.h 

, of 1 , 1lI1, U ~ howirf'.l'~ 0\ "Uh Jrlt1 hAC \l 1'. 00 e.ettm Ol" 

fteces$U.. 'rtd,hlJ '0' ~. ' 1iro8ch of eloo\loilJl. ee n .~I'" ltlBiitlt 

%'ted, to'1l ,. te u the 1 ',.' 4tq' 01 C ~.~U in. lun. of" ,,.~, a "o~. Which 

th.,- wen Go.tld, \10 14 'be t.:for_ble ec:~ua., t '!te 111»4'" .. ,'"\ at 01\'8. Xtt. 

,9'" 1 l>l"oYt-1OA to~ '14 

f4.1er-e 1111 of 1934, 



We c 

, 

· -1 'If' - \ho 01' t 

o 1 , \h 

l~ 1 eO'11ft · t 

It. 1'1 , U 

')1 , $lu. l e, 1,8 d<t · 1 

It - tS. 

, ,. . 

hla.k.. 

, of 



eou. '. A U 

u. _ 

_ t,.1" f 

o l:I; 

t t lowe 

ut: 

'Iullt 0 

Uk'll •• , It' 11$' 0 eQm "l)ll"e,at' 

WM,. 1 . !all. retot<e.,· "qUlft_ irfli 

41 .l~ refo_ , . .'$. : lallT iii 

thA t . cth! 'I', h1. :.. 1 cmlar 1}' '01 

uu:mdJ~f1.ll .. " _1 '~ U, :--1'1 •• 

.mIl1~nilllU.· c. of J' eo . tt, U.Otl.~ It ntl ." , til :t~o~ ,~.. II bh'1I 

pv • . tit" l¥ -., . t fteO~1I1,. 1_ the 

n1.4).:.1 1tl ();rl«ln~ i t lttdtl 1,· 
.. ,o .. ~ 

. • rt e ' r: ' )",11 

'h eOllattltu loa ~o llOY1d.. 

,ot .h SO\\ .. Cit epr ••• nte.tt" .. " 

uld be corT, 0' 4. 

....'_ of., Q'l'e 

!,.,!zelS ., ,,!\tw!M ll}'fl\OI1·" ~,o~ \,!!- ~!tca'f<t:' 1"l!!"!.1"1~.~ 

'Dt.e,""of.l in 1\a ••• "0'. t.. 'Jun .q"M" ot,h. . ..... at l.fepJ1 .... 'il ... 

OQ1lUne to 'Do. tilee .4 to'%l' .wo veal' 'II .... t tba' th,,, (I eleotion .. ",. h_14, •• 

elM". ' in ..,l.y lov_ltft.r of ........ ub.r .. ,ftn,t '0 , .k. 0"'011' "aooll on 

'he thlJ"ief I-.u.aq t tho 1011 .. 1_ o.dJ:..ul'e ,.. H.. ~ th •• ,.., • . of 

., 4tH' eleot.1ona ha ... e p:roJ)(tGed. _U'b.,.1l tilt ,he, cu. ' nUld. be, eleot 'b"~ 

out toll • .,,1', 10 'tM, the 0\W.~1 ·b •• ,.ftl.lr Ol.'uIJlm.t1fl1 41 ta . 1ll is llAa4 .... 

ltal ot m . 'til" ".. ... at..,.. up fol' JJa ,.41 "'11" 'bu; 1n 81 'he ,pet., 

a&Jon.,. of' ..... " "wId 'b . • H1lt"f 1 tlud>J" \eZ1Q f' >- nia_hi .l,e .not. 

V.dt!' ti1t. 'I"' • ..,. lu.'r£o w-ould be or. f fthbl. hen. ·tUIf lhflr tor 'he 00,11-

.".aen.'Uoa of fIUl1 pa111_1a.~ ,1 •• ot 1._.191.,t10.. t . lb._ ~17 .ctiWltCJttl 



""":0111_ ,of' Uer ",1 UlJ* 

t. Mk.. t.h,e 'Al>olal .o.Ol".... ' Jloe,lbl, lJl _,0.1"0 •. 
le. 1.1. ~ •• t~u' the I ... at: , UIIINnhip 0'1 the ' ue f ~ •• _, .. '1"''' ..... 

M •• " ' r fl •• " a" tr 11 I', .J'd.at 11~U, 1>1 "'l' 00: .'l" ~.l... th.,a lIo1ll4 

,rmdit tt40 '.a'_. n.' ,-.", , .... eaq vt,lW.. bt 22. It th1 .e .. e 40 ••• 1, WOttl.t 

be '9 •• ill. to'lltl1 '&ill " .. tn ,..." ttml ud ft.' ~h .. all.! ., U.M 10 ()lA el""loo 

t6f' 20 ._be ... ,· .f \h. trw.. c¢.:ttauouall 1:1\.,....,. O'At" of the r~ .x ••• ~ .... 

l.t "heft. t .he. gr,.»., alAU.Obl And. Ita' •• 1.~'U"' ·. 11.1 " ifhl.& voul4 MaD tha' 

b ob. lIll",!'!f" .eft .... e1.,,'08 1'0..- _. qu, "~f.I liela" 'he •• 1'ee,'10J) of the 

.... repH''''''.!''. ",a14 lle' the 401, or _i..oda, ~f laG • of 'JIl. ft".ft. 
A".U · wo'Ul4 nQt 'be l:1.,l'tlc'" fro ttL .1 . ~le, t ' .. t •• " ••• oX' 'he ~.1atly. 

li'a., of th" OUIIU.4at •• 1>3 tlUt eo •• 1Uol1 of a"'" , out ~n.i~'talfS .. -

0,1'1 .. 1 011 h"h1'Da\o;JIl.l 180tlon.IA th •• w. '1" "_t. i whlch el_ct1ulI 'I'" '0 

be 14. ' ' h lQ: ~t (exc.p'tng · :.,.'b.~) v1tllld • s_'i.~e4grtt~lo .. t17 ., •• 

'~'PJ"O't't,4c _, llMh . nt h om. elenlO'iUt v 14, ,, 1d i D. ,h., South .. B 1. 

1:\. ".t. ... in 111e 11441 \t.I~ "aI. . ' • 1a ,b.. ,,~ W.,.~ 

sca,er'" th.1.\ ... o.nl:loln ~po,.t1o.D wo 14 b8 held in U1" , aad 1 n:rel 0011-

. el. l'.~C$J.n11~ 

he 'be tlli.ttloZlRl JOt.., o.t V .1ft 'h11 :1 ••• ~5.cl\l ce, ~d ..... 

1.' 17 lta1 \)0 Pll dr.teot tn O'U' _leoU,. .,' . t l' 'he ~ .. 'ilb.t.oh , _. t 

111."1 ' oiV 1A -,ir&c .• aue. 

billo in t -nuab,r.d 7 

l.~ b:ri-c~b ,,. .. err oOtl.lder 

1'd. T'.l'll. I'i 'WO'Uu. 

"do ~'1 ,inc 
it ¢t,1iI'li'..... f: ,. $h$ lOCal olD. ot 'fte" t 1 .tt o~". ,. or. tlUlN 

~\114 • ncb, les. ~e tJ:'olI lh. ,MI 'C .lIteLb e:B4h f/<t Ill'! U .an _1_e­

tlOll tr)~ \heio'40'u! 'W~\lld .. ,U.3. ,_ hflc1. •• plu)., ••• 17 'we 'I Qn., I,wow(\. _ot. 



hO' 'fWef t 'b ,' a eld. ifI~' $,neou,'!Icl. ' 'td, 'h~t;h.e,l· ~ frequntllo'J"e 1Z!}~ o.l."~~~' tillae1iipll . ~ 

In, » 1'&m'Oer,. '$:1\1, w 'u!d. b~ 1t chief iU,tl'er nee.. J.ll li);r.~lt l oc, 1 obj*ot~ ~o 

t1'1e Gh:r.'~A!: J'11gh' '" 11 t.. an~:$ntr, t&d ~n ~:h~ , t4U1otl~ Co. i th ', ,,wu~Jld .~tIU 1,' 

.'V'Qlut ·iC)a ua4.r ~l':tUen 1j~n.II',hu"Qu. e;., well ~ $. ~del'" l)l'Il"nttln '\Jut e"tlt>lly 

c~m:p.llin, ~l11!\O~. 3tll.iA ~:r", eti-e.lh It O'G'U:l4 eFt;U,. 'Ow. 'lhro m ou.t or l:!rJll l iUle in 

¥1ftYll neve:r U$~Q 't.ti 1)1 :pr<l') "'~ t'S of t'~fom. 1, ill '8'{f '.n,t 't~"1~ CO.f!.I '\:'U!~.n.. l1'. 

to e~)."re 'Ch.a, pra;pi'll" d d.v1~UI , cUG' , :r1l1i;\iHrll;r tl'o.m, ttl_ 'r,Io:in\f)t v lh 'Qt 'Ii ll!l 11 

t.etll wl\tch 1$ l 4edp$4 '0 .:U,m1tt.t.' te CU, fflf'1.ot'il.q t a. t hi:t ft$1.d Jl~Ia1' in 'hit 
" 

i,~ t~), 4 4 lie ' At _ ftflt g;til\.ntftd) iu , rsth~" '"at tb..~ llOi !'J ' tJt vlew ~f U~ ooll~ ti.'r·-tl 

.tt O~. 0 , A1i .,'-11~;y !'l.n.4 co _ ~enQ. ot o\tJ' '.4e:rs\.l S'O"l"Imoa.t ,. J.1¢" ",roee'ed."" 

ba ,,, c'?t1e£,d.r thMe It ted,s l.n (let ' 11,t l' . houldbe netE)d lh7 ti tnis . "~(J,.,. 1 

'i~H)~ld ;;t. e~_ .. w-t ~hl.!t 'H •• te ditt.rilllQII h~t'itf.n!n. ~T '$ " ~~ $11 til f'~4·1h:-

U th 00; , 'M {',ud ,I, ~ ''n't'l4l :&''1.'' h~ Qt!U, ~.r:r for "h\d1o~t n. atlJ'. e}.oou'oa. el:t'l 

lulld J' g, l .!::.rl,r HI r n ()Mi l ath 'cnUtu,Holl. M:uo,h tM.1 . been m"' . 0'£ t b.e ffuce.,UI 

Q'f ~h' :5r1,\ i,b eye'\) m 1 .. tQCn0 inc ~'ien.thn 0'"8,1 'uue • bat f ri! lth tn '~i 



, 
to tl\ O<>lil:fttry /0l" ,- t'Cl.W't\l o.f it." ttUtJ'lQ,te" It le -4 )1-t G~:bl. '~e~h.e2' the 

1lt,6;tte oot\f,ln.u,ou,f& eont "l.ct 'wUh tlbil }?ubUo_ ,(11. en, " *,ti1\91'1 1. 11" l.Et ob" ,uo. 

t11'1 ... 'ltn.' 4,,61'<:: 1'" Irq tit!!! 1p,l" "n.$, .)l'!jI'telS) of r.clJl"tl:ng ale$.., 1:0 •• 111 Elil in 

It .le.tit.,' he itt:>",me vel', stet'ger d !' 1 her!\!! !>r~c!led , ih. 

-PC1!s1bU 1.,\y $01"15 •• ' hm$ thel' will eon~Utu.te cOA"1nu1J~g lt8.l'-(llit,ef;er (J.f eleele'raJ. 

d...-t~.'$ l'CJ1' dnt ', l :ni'llg popul.\ll" O()~ttt.O'¥ sub II ~IMt re'P" •• tr.""tatlofa, of l>r .... 

9\U"e gJfouP~ . eaUGrl jl;il eOfUlent t :t'~' 'Publle op,f.:n1'CJh ~&11~" !t:l1h o'l114 b. ~ 

btlh-l, tie!illt'fl,:,l @'ev~en'. llo <pt'o'bl. ~t't. l!h()~ b ~ll1 ~n - ! Utl~,l 

hltUM\ (t, tHl incumbent 1:Jil OQng~l\Iort 'UIb CI'i.!l~U , .,. to'¥!" el .'etion, \tH1N'G 

t h I'll ttttrt Gf di Un bh1n.g c 14,11' nd. ~le~rl,f "'".«m YI:) U Q8 8: Umtll' oa the 

:niftY •• :rt o~n , 1~'.ntl ' ,,~Trt~~ee ttb the llt.i.\1 1':1 .1 T~~" 01 it. rEi, re •• t1,t~J.~1(1). 

in Coup . ;11 . !h .. ". J'tt·r • . ,1dvlnt~ .j(n:e~ .. 1', hl~ •• con;tl1'1u.~4 1. b n,eh~c. d . 



}.nyon. t}!:i~i11~,~'f11ih Qo~'e'¥tl ' 'c~.],\ G1\e tl@t¢O'Uf.I OP< '&;1, llllt'e\l§!.S6, tlf ll!r.titin'lc, • 

'Ilb"l'(I!. Frea~U;1"O 1!):'1 tt ~I'. dil:i$ .1 tflr tb~1r «t'~~~ f.nd; Q't;lv1.nv.a . lj)'tri8:t. ~$ f~.! M. to 

proven, the r-e~l$-e\lOll {i>f r'1l't. 'l)\Clll3lt_n\ whQ hwl det1~ " . 't Q%' neil ~.:riCU'1lf 

tI!9 affeot hit " ,ul/ .. r ttU!.JQrhy. ~;Q«e i.t·" lf:tnee . .. re . Q.t.. ,1 4 t~ tfldte8.'* 

• 

~hd ~~!l!" ael(!,U.m~.nt 1e 'W').bl~~:r.,S:n't ~hi>.1' 'Pub 10 Old.:n;h)u "OO11~ t:I.:r. 11utO¢'l.A.ll" ~,", 

OJ" in!!'!.'b fJftJ,:hu:e, ';rDu,:r;Ht ~~nd l6'ti~1ell l ftok lolh1oal IS l.~h. !he ,,~"~UQI'J. 

't'~ it: \ t1' ll 't:hre_ 01 th.r,:; .~ {hIT' (so by ~~pe,d6tlo«!ti '~ lhl,"l;.cn e1.1 •• t.f .en 
In.f' r&nc.orihtl,~th.(t,1 d. ft.h~" $,& tl t t Iiltl thl"fUI tl1'e .1r~ly t ;.,l. !'ble fu hu1 .... 

tiQM. n.o, of , 0'" 'Y-o'ttI!!.U f.61 8l l)uut p~~U-e .l, t~r 1-9/t11$ t ) ntof MW '11" 'CAca. 

f. It,t'\,jJp '1I!I.l.11 coven 'JQ1:r ... ~'es ~t Un. ne-ltt el!octt<H'. 

!.b1n J.. 'the deeUiYe f oetor in ~\ duocl!'aq. lilY'e.ry Oongt'fffJUr'.ll, inel:udl:nc 

tbtH •• 'ht~ t (.!or. aee:pl.1 CI n$cenUO'tt~ &.. wl1 t 1lI \h0se Wm€) t·. %:'«1 Tll'il4"u'1.1~ 0A\1.tll"" 

tT.I.'n:1.r~t austl t e' late! ~,C(}ount. in $'Ye~ fHlUQA of thill 'Ou'b:U1.1, ll1' • it!!! ff.t ... 

i"flU~' on th.~1~ cb,..",no", ~*"r ~$.l"U(l)n. It hi 1=~Qit'ta~t ~M:.'t, ttl 'i/O know ' 'iI~. 

"Iftt'1oua eleat~,nh $.11 th 11' e n:stlUlenc! •• t •• ", ! ,lH'nlt; T>end.lnB . 'lJlte b~"O.t\ll'i 'Nt, 
it 1 IlVfIl:1, Jllu'elJlr.'~l"t (1\. 1n t c' it 1. ' enol~" 1 l o t hair ()llUcr':l f!;1ht.",nce. 

t.o lalow bow th~lle$i}Ue ele •• nt. wil :tEl, 0' ~, \l:he ·noll.a 

Ito m~ be th}?,t .:r~;:ul ~,"rlJ' t\6lel"ilIf. dEi'~U.Qlt. 'will h .. 3.j;l ta ~ol'94'1 tht ~:r ... 

'bl_~ tr det .u.ch ;a t!lf'!'i_m. ~'ll Oon . r.'It.'ien e 1Jld, 00 . r ye; ft}leh ~on'h $l\t ~ tUl'.!.-l 

re,..¢t1.ol\. til.t 'the 1lO1h Qf T.Q~er 121 hI' nt1 w14""1y tQl,;,l t.ered Qleetl0.tl ~ldti~' •• 

'fla$e '\\11'.'" "1 'trletl w:u d: nb, o!J&i'bl e.jj)n~tH· .te Ji, '$Q.1«1n\U"i.c \ ' l ,t.ilfl:oetl aellple 

. oul~llY. on·.. Bt el.otle%\S' v~. on 1l1'o t'ion'h'~ JlH~n .• b, ~hn. Qru.ci,; 1 ".'bUc 

I$Gup •• %,(;1' Ul1 101' tteb .'U : l'u':I(1 o1l01l10n. Un.IlA"1' tll ~ cl:r~\mst!O:ne.JI thtl! killea 

'ttcl1tle.1~h W'Ou14. .e U 1J()~lt 1 ttlJ'l: '0 l" <1 ,olUic ' l t:tQd.8 _0r. &C!rlU1" tel,- . '0 
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of the Trustees of the I nst ' tute on Monday , 

J anuary 27. 
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t 

r . e.;mb l"fli8r ha. l'\lgg .t Ii t t t should haul with the Tn,tees 

from ti e t o time the dev 1.0 in pl"ogr IIi of the Institute, as it t ... tl 1" 

Ut 'l1fI' oYn mind . 1 8 11\ enthua stic OT r the via ,om and skill ' It'h vhtch 

Dr. FIe , &1" hal laid the fau.: tionl!! of education 1 inat!. tution of type 

n w in th1e countlTo l\ thoa . Gun . tiona it i now our (tnt" and. our 

01' -o1"tunHy to b'll ld. ho Id do t h dcntly ac 01" In. to a car tully 

thou ht-out In. 'W ichliho'11d :lbo~1 tl th wi,do an n r1 nee hleh en 

be au bled fro , dho.uutone vUh 111" own f ult,.. the memb 1"11 of our Jl.,.o 1"d 

of rUfJtN~ . nd w1 th, , ahal re every here ho hav thE' 1 nd h t 1 a 1M. tion 

to eee th oon t1"1. but! on whicb ''11011 an 1 n.. H t II ons t 1, cen !!iIe.ke to edue t1 on 

and so 01 1"sh'i'P in ~'111 oountr,- Bud in the vorld out ide. 

It h 1mpoesi ble for U8 to tot'e ee th tutU%" . but" 1!l yb elU'e 

th t. w t l'er eour •• wort ents l'!la1 tpke ,the next deead will malte ret 

d mand u on U~ Mid . ill ret .nt roble-til! ",h1.o _ will tax $.11 oW' vhdom and 

1 our r~l\ourc 8 . Our t k 'will b not to l'iv 1 other 1net! ~t1o in 

doing work :hlch thtllyare already ertol'mi n 8 tid' etorU1 but r ther to 

.trike out into ne l' t and to devt Ii! for OUTS 1"1 ne e:y in. h ch we 

«' n s rTf) edue ti on and C 01 r f.'hl by method whloh unt "IeI'd tl f! or anh,ed 1 n 

th con",e Uonnl nneI" AI' not tre to ado . t . 

entir ,11 unchar ed. 'Tb re . re n:;r 1neU ution . froiJl hieh ve oe"n 1e rn 

much and none perhaps from wh en '8 cpn at e~rn omt hi , t w shall 

t 11 ahort 01 thA 1 e which Dr. :rle,.ner nd th Trustee have , 0 te tor 

the In t1 tnt ur1 th If! ten 1f e 0 not l!l til! t ee . 

of " 1"1n a contri but on which h made '01 no otb~r inet1 tutionof 1 rni t 

the reI nt tl e. 

• 
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fh exp r1enO$ 01' th~ member. ho Te 00 • h r to ark mikes it 

Ir t t th need or i,truet on . 081 not end with the Ph.D. dpgt" ••• t , 

:u.ndr 4, of oU.l!1 · scholars , endow d yf th or In. n pM ton. t'lound r in b 1:1' 

~'f orh to 1 en en.d bell n their 0 n Ichol . .v. nee thf! 11' nt-ter, 

at , tor lac ott · aU u8nl! gu noe w ell ther .u ht rll(] 1 T . • 

trom leadel" in tb 11' itl d, of oy1..d~. in a 18.0 Uk. h . 'l'h roble 

ot e t .rin to th 11' ne d l' .1 t t1 eul\ d t e Dating. 

1'0 tine Metbod or by edioere .lnte. difficult. or th p'robl lJl is only 

.. tQhed by 1 h 1m ort ce. tra 80 fu • e are 1 to fl.oly 'tt . Wf,\ 11 

e ntrtbute to t b .t of 8 haler.hi 

ot mer 1y in Prln.coft. but in '1 our cf"nt f>rl of lrni fr m the AU nUo to 

th PlJ.clflc nd in oth r countl' 8' bey()nd. tb ' , . I . 

~,,- ~-
, r. pro; 01 to bin, 1n 'hi. Il 

t or er to 1 y ·the robl· m 01 ur tutur d 10 ent b~fo e the rustee. 

ot the york nov go!- on t th tna i tut · . 'l'b.4!' III thode urlu h r at r teli:t 

.. Th1 1 &1 it h ould 'b in ·an 

net" tuUo Yh10h no. cote bu.t to be. r1 8nt · 1. It • onlr, it eee f to 

m , ork .noy 1n l'Ocrll t th 'l'ru,t cnn orm any 131 r 

1d ot th direction whioh el,"owth .ho'llld. t k 1n th tutur tUl d f01'1I a ny aM $te 

ot the poa:1 litl0 ,n to n i aU ut e ' r r . 

t b 1 e in tod Y1.th t 9 0001 0 

th work of hich 1 ' lont' O1lhtd.e the 

In.Utut 

i i 1 r , Stewart , And 

tn rnat10n 1 tudt. loh of .,01' Qf Pr t .. or 

1 lv"11 7 · 1 Oft 1. I con~ n1' ot 

1 "'. VQI' tug th h., 0 tho . ou. gl'ou;p.t 0 for for the 

. tee, on Cco'ntidsntial t ak, co eernlng v oh 



to III • .t ned r ort . It should b II "' er ot • tht ctton to the 

tne t Uu to be .ble-. bY 1 h '10 n ot P'tot"uor . el"Yi.O"8, to make 

eOntr! button to t.he g 1 'h tfort . 

11 • 

Tn. N lonal !urea.u ot .Eeon tc Il8 ch, into .hich th~ UiemberfJ 01 

our eeo omi ea roup . • . \lttln 10 ucb. ett'ortt pl'elent , 8 org 1 .•• 4 in .1930 

b7 gro pot 1. ding fll'ieu eoono at. of which Dr . JOI. ph • 11Ut",then 

Den of the Vh~rton School of the n1 Yard tyot P n 11'1 v n1 • now hi ch I' e of 

th J) vi ton.o! the $ocl 1 1enc I of th oc er 11 r loun tlon, I 

'Dr . ley U tch&ll of' Cohll'l~1 tty 19 Oh 11" n of th Bur. u,. and the 

v r1 0us ~o d Co te. include lar Il'W!lDAt' of th mORt 

torw 4-100kln ~oono Ite t~ m univer ,fro d 8l"tmenh 01 th ' Governlllent . 

eo or tio a. 

'Wor of the at!o 1 Bureau h n a.te i to codify nd rr ge. the V ,t a1ld 

of the tore ... which control oono 10 bnom na in the modern world. It 1 .• 

1ng to all mbl e an ut into order the tets upon , eh .e! Me of \j under 

eoono%ldcl. n11 for the relent ~ueh t k would be 

1 0 11 ble f or D1' . or :~u of men working ndlvl . Th~ only t sible 

, ethQd for erfo:r t g itt l 'by eo so Uve r Ie reh in which lar" ftlmlDero1 

i Ivld 

on tb 

but $01 0 'b7 the Gov~rnment 

\C\J6~ In 1937 th tton 1 

\ xplor 

b.r a.8001 tOfte of ban 

roved. the .ucge 

ion of n lu!rve OitT 

ot n extenaive proV" for H, eh 

the ll\U"f! U 1 wid·ely felt 

d 'b lSl nel oorpor 1 0 8. 

on. to 1 ts 

nk r e t tor the tni Ua ton. 

to bethl" under.t . ndlnc 
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tie ' _9 th 
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n , n,'Ol':i:pi om, 
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t h fActor d'ftIJc 1l'1.g 1: sk" th, 
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t()l' 1)h6 d\U' t , on t)i' ~h. ;roT1 " • th ? A., Su'b-
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it y b e · ec t 

th tact. of economic 

t t th • udl 

cttd.t7 1n th 

0'" under v 

relent '11 the 

In eed t hte 1'0 

roeete . co cernl 

11 

.1 811 

c 11 f or 

Ire d7 b 1 ort nt revi ion ot eeono~lc~ 

Tbu. the work vh eb 1 now befn 

ory. 

one 111 t o ider nd w del' ei rcl" 

01 eo 01 rly end. vor, Il · 1 t xtr e if U k: 11' tha t th vi t 11 t7 ot 

our Scool of' vitl .v. · 11,. de nd addi tion. to our .t If 0 d 1 

ad'Que ely with. t new Tilt~. or know • . e or ned up by the d t now beln 10 

a lently and la'borlou 17 eo1lp1led . 

VI 

• 

J or 0 tiJD8 Proteuor h • Int.r et . hi eelf In th ' . chine 

of th 8001 1 Ici ne.. in Am.rio 11 colle i tt. • hal ooncrae4 

hi ... I f wi h th or,ganb: ion 01 thlub 'eet into 

char cter nd ~11tT of th t xtbook . u.ed. b~ckground 

ot i natruc tol' . 0 v lu of tM .t riy 8 auld b to th t n "t1 tute to 

orgnhe i h eU viti I 1n luch 8. way to bEl of maxilllU\ll v lue to hihf)" education. 

In order to reach omd concl ueion. Prote • • or St r t fin , t t 1t 18 not enough 

t o.t y the 

condd.r th 

or this 1 

ork of oolle 8 and u.n1v ret tie.1I but that It h 180 nee· U FT t o 

tea chi n ot th 80 t .l Ic i n c e n ,.conry 10. 0 la . ,A, lurl'Q' 

d te no n. eident t 1 h of Ington Colle 

hal 8 cur d 1 -av ot ab enG for one e.me r to b 00 

and to do ht'" f1 1 work InT 1v d. Dr . tel h "n 1 vl st t eel 

th lnlllt tut~ 

1 t of 

8choola thr u~hout the oountJ'7 n.d pr e report 01!l. th~ ork no 'bein& 0 e 

in th 1001al aol noe . T e r or may or 7 not b bl! h~ . tt. urpoa. 

18 t o turnhh Pro .nor S . t wi th tb back: round nfcr ton hloh he ft,.d, 

in order to Itt te accUI' tely th under t e hi of economi cs a.nd 

pol tical 10 nc . neh .tudle. of In lubjeot, hich 

1'8 b in ' PUl'sued on en aATneed le·vel to hAv v t ue. n4 to 

indio te oth r 1n ieh th t.tt tute c n r der vnl1,18.bl • "Ice to our 

pntlr due tlon 1 Iy.tem. 
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TIl 

Til or Meh Pro·f It 'Or rIo i$ doln . tou.ch 8 both lU llI,tofT ,d 

polt U e .1 soience :i ' elo ~ly n 0 Hic -1 mil! t pro'blAitte 
1 '1'~1, 

oonfro " g th U)"l,lt in the 1 'I' r, . or ..... or 

. Bl'l.~ b n totwn his att",nt on to 'Hit imlch 1'18 _leet 

e h Oft etol"t n, an po, 1tic 

0 111t robles 

Uh t he stu '9' of one. tt sO ppen .. 'that 

hi e ton n'iv rRit t (I . eft hO I 1 teroat. 

r'!UI. V 'l7 much in the tUl.l!'\ 1 r c 1. on. 

ttl)l\ . d th 

/ oorUluet do for t'llfO 

Unit d St til . ho thi 

Oll nd ml11t r.r alleles 01 the 

• 1!U" '1 . 0 yort.by l1.tt of books 

inhr I b enu.1 ., the trOl1bl d 1 it . Hon. 'th if _ouH robl.me 1n 

loreS. poll ,if eontron ate thr~ t to our II ouri 1'-

.e be n d!s~u.e. in th • innr d 

1n 1 dethft 

7 arId it t1oft. 

the ell 10 .~ t it c hi.t(U7 t th Un.' d t to.h t. pralll or fOl"~i 1:'01101 can-

fro t 

n th .tu 1 ot . 

th gre,~t st 

18 th .. for 0 I e kind ot 1 tel' 

but or eff eU'V • whih 8 

on. o 

cU'! ,trlond8hlp.n goo~ 111 A1" ot eno . ~o ttl' but ar. to the 
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b 1 ful OUT! th. of t:l.u.ni t10n e·J' ot' 1 nt r ti oru 1 b nkerl! or 1p10 atl 

truste with too ' :uch powr. 01" to the exee8tle of cQrtomto na. to 

gnore tbe oli tic 1 1". .1\ ties of' t e 1"1 situ, tlon. i th " rouct of 

n tb.'h . n&l"oh)* i .th in yUabh J!' of th ootrt 
• 

( 1 tor ~t lo. 1 

ion of the worl c oomb1ne into 

. ·omi! kin of 8' .. eX'lt ,t t Ia.ari! e1ng no .. 1 rt ot tbAi.r n io 1 .o~rci nty ud. 

let 1e ln m a tto 

,,111 contln: to 11,. ... in dang. of 1": Mil if th to tnt n tlonal 

de.troT th.e mat 1'1 11 and or fou d ion. af our ot"n I! tion . 

h •• eont1dtr tiol'la haTe .-nliated the cth" 'inter t of h ' .tori nl, 

po11 tic 1 eel nthh, a.nd educe 10n 1 fo'Ull . tone count17. During 

robl e • l'e 11 t 
{~---.-

fJ'0MMtloncnlled. a, conterence eighteen mouth, go Qf 1. 11\ ember, ot T rioue 

1 rou;pI out of wh oh , r o.l'Ig So 00:'·1" tna.:U.n commUte, no . e 11 d the Amerioan Oou1\ ee 

1" lJe~re 1reotor . The he dq:Unl'ter of 
\ 
l t.s oo.est ug t 1 11 met bl :ppro", 1 .Uon trom th .. F..oekef'eller JO'lDd tton And 

111 routine llAmlntotr tin ric of th Co mUt •• 11 

U! 3.e1' t ry . 

rlorme. by Mr. 

c le .. rlne d in bO~Yt d sip. to 1& n ' 

do obHg Uon, 

11'1 th 'for .d the . Q WBl' world. It 11 

eon " cUrl« prop . ndl! . 1 ts 1m it to 

in thl' fhld , vite th n th 11' 



, , . 
14 

atudi.e • Md ~ P th t:l intor d of t h YQ·rk b in e th t 

by th m os u,eful o. tr1~~t (I ma b tow X'd th ' olution of th ' 'Problem. 

toh ",nl oonfrollt thic and other cOW'1trl. t th r . 

OommHtee, h the At'l~ric n rebel' ot t (II Int l"D9.ltion 1 t Ud.1ea Con-

• rerena dati $ the sub-Oo itt of th c1 .· 1 01 enee 'u'lilroh Council for the 

It 1 ng ed 11'1 IJ'UM'ey ,of research 1 n progre 8 

d in directin 8 bolAr. to t 8 ~ y of roblems not eOT r in any axistln 

roblema, t h ch eoter of tot 11 t riml gov.r m nh, bot.b 121 thei r 0 

-din tIl ir r e l tion, with oth r countri s . collection 

ot war oeunent in t.h~ Libr r? of Co reu and, haa in tie. d atudie ot erioan 

i ' tereet e in tluoh r ion 'l'h centr 1 is ueot 

:public oUoy ith which 1t i c(lfic.elt"n~d it! the r co stl'Uct on of mOl" 

or1d. ordtr. It. :m 1e to f eil1 t te th or ot eric n chol re in 

t .. tine . if not solvin ,th robl m 'Moh ust be 0 ve i f ~uo . ",orld o;rd.er 1. \4 

be aeh1evd.. 

VI II 

'. ork of our..,ol OQl of ' ;con m e d o11tlcg oul not b. 

co 1. e ,tthout tlt th cUv! H of the cono to !nancd , 1 S CUOll 

of t e t • of n of 10 1"8 of oh in . 14 11 11 . Th.q 

re no t for ell1' embeu', of the In8U tu but t .t¥'7 't" 1 eontr bll ion t o our 

bteUec: tu.'ll lite, nd th 1r v r:r ee aerve . to str then t of 

t rn . ion 1 In er.tM-1 1n ill 'h c · 8 O'll.ld alwl\Ya c 

1 .U t t!Oll. 

Th y carry' 011 tb 01'11: 0 th 11' lot . on. here ju.' II! h(>7 d in G neTa 

betqu·e the var, ~ her1ng econo 10 n f1 .c1 1 infor ,.tton troltl 11 over the 

worl an~l zing it _ i& <in oth r . ub11eA 10 • in 

unbr n \I 1'1 In ad. tlon th :r ll!'(t und:ert in v r10ul stud! of theeaofl Ie 
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.' r I . 

81t~t10rt ioh to 00 front th~ or1 ft p th war 1. o ... tr, 

to cont r1 but ... 1li11ch . • 0 d 'hi to ead t di! cult tr n 1t1oft 

abl.~ and. Rehol 

01' tht. Val' an ion: 1 or~an1 It' tion nuq ' ., they 

111 be lUI d 4. By 4'.!vln . th here 1n ieb. th .y c n hold, th meJl1bera 

of t 1 1r , t t togeth r continue th tr war' un1nt rru: t!l!l , th~ Inst1 tutft 18 

cQntd'buUon" ·the V1' u 0 

or14 ord r ,,~ 011 W Po ll ho .• \(1 1 u.oe d llyn horrol's . d 

• 
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Mr . Bamberger has Bugge. ted that I ahould discUBS w1th the Truat.e. 

from time to time the developin program of the Institute, a. it take. shape 

itl rq own mind. I am enthusia.stic over the wisd.om and Ikill wi th which 

Dr. 'lexner has laid the foundations of 8.i1 educational lnati tuttOD. ot eo type 

ne" 1 n this country. Upon. those toundations 1 t 11 no" our dut7 8l1d our 

opportunity to build. We should do this slowly according to a oaretully 

- thought-out plan, which Ihould embo~ all the wisdom and experience which can 

be auembled from dhc'WI s1 ons w1 th our own ta.oul ty, the members ot our :Board 

of Trust es , and vi th cholars every here who have the ineight and i 8.gination 

to lee the oon·tribution which lueh an inlU tutton as this can make to educat! on 

and Icholareb1 in this country BUd in the world outside. 

It i, impossible for UI to toresee the future, but we may be sure 

that, whatever cour.e world eYents ~ take, the next decade will make great 

demands upon us and will present problema which will tax all our wisdom and 

all our resouroes. Our t ask w1ll be not to rival other institutions in 

doing work which they are alread;r performing lathtactorily but rather to 

strike out into new paths and to devhe for ourselves ney va;ys in whi oh we 

can serve education and Icholarship by methods which uIdverlitie' organised in 

the conventional manner are not tree to adopt. TheBe new paths are not 

entirely unchar ed. There are many inltitutions tram which we can learn 

lIlUOh and none perhaps from which we cannot learn something. !ut we shall 

tall shor t of the ideal which Dr. Jlexner and the Trustees have adopted tor 

the Institute during the last ten years if we do not make it 8. unique place, 

offering a contribution which 18 made by no other institution of learning at 

the present time. 

• 



The experienoe of the membere who ha..,. come here to work make. 1t 

01 ar that the need for inltruction doee not end with the Ph. D. degree, that 

hundred, of young scholars, endowed with br ins and ambition, flounder in th 11' 

efforh to widen and d epen their own scholar.hip and to ad .. ance the frontiers 

of knowledge . for lack of the etlmulue and guidance whioh theT might rece1..,. • 

from lead.ere 1n their :t'1~lda of knowledge in a place 11k. t hi . The problem 

ot catering to their needs 1* difficult ud. fa.o i nating. It cannot be met by 

routi ne methode or by medioere mind. . The difficul ty of the problem 11 only 

ma.tched by U. i SJ)ortuee. In 10 far 8:8 we are .. ble to 801Y. it, w~ .hall 

contribute to the adTaneemen.t of knowledge a.nd to theltren~hen1ng of scholarship 

not merely in Prince on but 1n all our cent r. of 1e rning from the Atlantio to 

the Paoific and in other coun\rles beyond the Ie I. 

In order to lay the problem of our future dete10pment before the Trustee. 

2: propo.e to begin, in this and the t.wo or three meetings to follow, by a dilCUI don 

ot the york now going on At the In.Utute. ']!he method. tU'lued here at present 

are a Taried al' the members of our faculty. This 11 ", it should be in an 

inl titution whi oh h&.' no chotee but to be e.xpe~1111.ntal- It h only, it .eeml to 

me , by underetanding the 'Work now in pro«I"e .. that the Truete.a a n form aD7 olear 

ide of the direction whioh groltth Ihould take 1n the future and form any. estimate 

of the pOld biU tie80pen to e.n tntU tut10n of thh ehara.cter. 

I shall begin todq vi th the School ot :Economiol and Poll tie •• 

the work of which 1Icl08e1y bound up 'With reeearch organizations ouhide the 

In.tttute: the llational Bureau of !leonom1c Beaearoh, yUh whi ch Profellors 

Riefler, Stewart, Md Warren are all connected, and the barto n COll1llithe tor 

International Studies, of whieh Professor Earle 1. Oha.irman. or Prot'.lor 

MitraDT'. work I eh 11 .ay no~hing today- He 18 on hie lecond year ot 

lea.Te, working with the Ohatham Roule group At Oxford for the ..... nglhh Foreign 

Office, on confidential tAlka concerning whieh he 1, not at liberty a.t present 
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to make any detailed report . It should be a mat t er of latt,faction to t~. 

lnst! tut,e to be.bla, by it s loan of Professor MUran,.' Blervioel, to lD3ke' & 

contribution to the Engli sh war .ffort. 

11 

The :Kalonal Bureau of Economio Rese reh, into vhich the member. at 

• 

our economics group are putting 80 much effort at prelent, val organl.ed in 1920 

'b7 a group of leading Ameriean eoonomis t of whieh Dr. JOleph H. Will1h~ then 

Dean of the Wharton School ot the UniTerei ty of Penn.,.lvp.~nla. nov in charge o"f 

the Division of the Social Seleno.a of the Rockefeller Joundation, va. a member. 

Dr. Wesley- Mitchell of Oolumbia Un! verity is 011 irman of the Bureau, and the 

v ' ious Boardl and Oommittee. include a large ~umber of the most 

fonard-leoking economhte trom un! verd t1 es , from departm.enta of the Government, 

from re.earch foundation., and trom great bank. and busine •• corpora tions. The 

york of the Nati onal Bureau is an attempt to codi fy and arrange the vast and 

complex data of modern econom1c activity aa a bash for a truer underBtanding 

of the foree. which control 800nomio phenomena in the lI10deru world . It 1e 

undert .king to auemble and put into order th8 fets upon which any leience Of 

economi Os, valid for the pre.ent day. nat be b 8ed. Such a t a sk vould be 

im;po881ble f or a!l7 man or group of ' men working as indi"Vldual s . Tbe on17 tealible 

method for performing 1t 18 b,y c08per t iTe research in which a large number of 

indivldua.l tf and ,groups combine their effort. The need f or eo~:perative research 

on the amb1tio~ scale on vhleh it 1s being attempted ~r the Bureau is wi dely felt 

~d the wor he.s been generondy- l'Qpported not merely by uni"ers~ tl as and fllunda.tionl 

but also bT the Government and b7 assoeiat ons of bank a.nd busine.s corpora.tiona. 

In 1937 the a.Honal :Bureau B-pproV'sd the IU&gestion, rm.de to 1 h 

ExplOlrato17 Committee by the aseoel \ion of Reeerve City 'Bankers, tor the initiation 

of n extensiTe progr for researeh in :finance, looking to a better under.tand1nc 



of the problems f .dng the cotmtry lh the eapit 1 Jlt ket - d in 'banking. 

Pro easor Rtefler is ChaihwJl of the Oornnittee on Research. in Finance as well 

s of th~ C!entra l A&nlnhtr t1 ve and Ieee, .l'ch Staff . Prot'e SOl' Warren h 

a. member of the Oommittee on Research, e.nd ~b:te8Sors St! art, RiefleT , and 

Warren. al ong with Nr . Douglas of u.r lJoa:rd of Tl'ustees, are all members of the 

advisory conference On f1hncialresea.rch. 

:our ng the l a st two and one half y ears the CotL"Illi ttee, under Professor 

Riefler's lead_raMp, ha.s und..ert'akan three i'llPort t pro aots: 

1. .A. comprehensive study of lust I ment ol'edit 

2 . The Corpor te Bond. project 

3 . The financial struet'Ul"' project 

!he stu~ of i nst alment oredit, no nearing completion, has included 

such topics as perso al finance and 8 les finance co nies a nd. their credit 

pr actices , the part plqed by commercial a.nd 1 du.tri 1 b nlrlng camp nies and 

• 

b;y Governm nt ae:eno~esln their 11'u ines6, the pattern and voll1l'l1e of consumer debt , 

the elemellt of 1'1111:, t he operating exp'"r!anae of co S'Wller ineb.lmeut fi nanci ng 

agencies , t he legal r egul tions goYer~.1ng cons nner flnMei companie.s, and 

the rela tt onpt' conaUl!1e.r ins talment ored! t t o economi a f1 uett, tions . 

Seven of the twel"Ve p~ojeet8d monog%"a he are, a.lready 1n :print; 

t wo more al"e .in manuscript £0",. ~ the remaining three are in cQ'ur eof 

preparati on. Taken together the, , resent economists , covernm nt off icial s , and 

b1U'ltness men with the first authorita.tive a.MOunt of the 'V'olwne of instalment 

credit tn this eo~try, the methods by Which finanee companies funet on, and 

4 

the reasons Iv laY, psychology .. and prejudi ce have given thh iru.ain"SB to speeialhed 

agencies r a ther than to standard b aks . We have careful , q~t1 tat1ve estimate 

of the volume of inst ont 1'1 nee, the extent to 'II loh thbcrecB t is used by 

dU'ferent lneome cla,nee Nli ocC'U aUonal groups , t he factors dfecUng risk, the 

effeot ot instalment eredit on conaumeT purchaslng' power , th4J etfeet of economic 
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f luctuati ons on insb .lment btwln _, a.nd. the reclproo 1 ef'fects 0 3. .ta.l ment 

credit on business cycles . 

The hole 00 atl tutes a study of far- l'M,C .ing " ortance of a. n w 

conomi c pl-I "'nOy.1 .non. ~e study has :prod.ttct!od as blr- 1'0 lots ney record in co8pe:tation 
• 

of Gov6'rnment ae n01e B.nd yrbfa.te cor or~ti o s in solol 1'1r rese reh and has 

as Yell Qpe ood l'l;!) lol r a:nge of ne :probl ms for inves tiga tion. 

iI'he ork of the HOMl lturea.u in t hh an oth r studies bas had 

of co8psr'a tiTe relea.rch.~ ~1 s r aul tcsme ab ut almost 'by ina.dvertence. 

It 'It s the fiT t inte tion to h; ve t he "tuB.,.. eon ucted by senior economists on 

proTe to be f .e d '01 • Older !,'lro1el!lSors WeI' often too busy . too much 

preoccupied 

and not silffici ntly :paH~nt an flexible to adap t themselves to a. new method 

of ork. Abl ~unger rlen. not more t h !?.ll f our or f1 ve ye s beyond the • D. 

men of the t ype hom 8 welcome here a.s me ben: of' the Inet1tut ... - proved bette1" . 

This might have beenextlected. but w ~ not . tt is on the hole a. 

most fortunate d velopment . It me fie that th mem~ers of our School of 

Economics . orking at the roj~ct df t l Nation 1 llu;t"ea,\t. are at the s e ti:me 

carrying out in Ne~' York one of the i'undaFlental !JU.l"poees of the lusti tute In t lng 

ca; abl e y OIDl.g nen from their po$1Uo!i:fJ l tl. the Var1011 oolleges. and liniver l',!it.\ee. 

tr i n nC; t '" 1"1 in ~t&;od&te methods of economic r eBe roh. and. then senMn them 

ba.ck rep ad to continue s-u.ch research a.nd r evi ta.11re the stu. of the Bub eet 

in theIr own insti tutiOl'lt. 

The National lJureau is a ri&oro'lllJ tra.ining school in eolper tiTe 

methods . Young meli are not asked 'hat they would likA to do. 

to ~erform d finite t~sk8 . closelY related to a work hlch other men are doi ~\. 

to be rl~rous11 cheeked a s part of a. co l~te hole . Even tho h they have 
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WO!! thei r s-put in scholarship ,. they ant r this org 11. Z tian r entice 

ith much to learn, ahd they l'UJlt ork not as f r tnM vid.uo.1 but as !'18mb "'s 

of a team . The t1."~1nine th ree! va in rettU"nis the breadth rl'hich ames from 

participation in t ks 'hay on the po er of a:n.,y singl e man to. erior m. 

It see a to me that the I u.st t t IU'--Y b 1>1 13 to (,,0 mor th.:'ln t hat • 

for- the best of' t heBe ~ oung r eroi ttl . On of them , ·Tr . Davi d DurM. () S mad-e 

hie cont.rlbuti on to the 'rork in We ! York , . Ute'll is st l1dy and ha it _ proved. . 

ha.s no, been brou.eht to Princeton for a year ot qu1etstu.fly e re. leotion, d 

it seena :probnble t hat this proce..'lure :ill be folIo ed in t e case of o,thEn's in 

or!er to enabl them to get t he most out of their e~}er1ence. !he work: of 

our prafes. or's Got the lfa tonalJaureau 12 thus not M'Jrely advancing t.ha frontiers 

of knowledg~ lTtlt is a lso training n. 

XU 

The ec:ond of the l'rojeeh of the N tio:D....u lhar-eau h . fi!1-Mcial r esearch 

ia the Corpora te Dond stutl.y. It is d~signed to carrzr ou.t t he 1'e uest of the 

Exploratory Oommittee forork hich would thro l1~ht on the st andards o~ 

inve stment credit . I t hink .1 :r .. y t hat t is is Profess.or ni stler' spat project. 

In ad.d! t1 on to belntt 0 t 1 rrfiIln ot the Oo.ro.m.i t tee on :as e~.rch in Finane le is .100 

a.cting as ,Cha.irman of t he A m1nistr ati"Ve OO!l!.11ttee Of the Corpal" ' ts !ond l'roject 

and. he.o t aken t he l eed in the or o; .hization 2nd direct ion of the work of t he large 

staff neecied f or SO amb1 tious an u.nde1't lng. 

The Jond prajeet· is a quahU t . tl ve st udy ot the expe:t1 nee M el behavior 

of domestic corpora te bond.s and the t erms of corporat e bond fi na.nci. ru! in the 

u. S. ! . from 191 0 to 1940. It .overs al l corporat e bonda . is lea in t hi s eo'O.ntry 

duri ng tha t period , reeor,te t he fa-c·ts about t he!rb vior . int erest r ate , loes 

ex:peri ence, etc., ana,l yzect aceor i ng t o i nd:u.etr1e , q 11 ty , an ~aturU,i68. 

It a.ime to l'~esent an exact 1"ecordot the use of t b. c :pi t a.l al'ke t by ~J. in'~S9 

corpora tions , t he t.ypes of 'bonds i ssu.ed, t heir terms and urpose, t he coat of 
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borroYi ng to i nd.u.str-ies and the net r a t e of return to 1 V' "tors . It 111 tfhow 

t he relat1v erits of ~~ney r atings , and 10 . 1 11 ts 4S indices 

t bond ~uality . It d l check ~oeur tely the fluet tion of 10 term Intei"&at 

r a tes d t hAlr r l at1ol'l to, cap! t al mar e ctivl t;y. 

The cost of cOlfip11ing the dat <2 over a eriod of forty y c.'U"s on 

•• . .... ... .. issue at bonds i tho. total marke~ value 9£ $ •. ,. . . . . . .t fir t 

8.p ea-xed 8t ~ggering. Nothin l1ke it had ever been done; the t a$k exoeed$d 

• 

the resources of ' ny research organization. and it might have proved Impol!i Ible, 

for the National :Bure u had not OhAirman Oro (ley ot' the Federal DepoBit Ineura.nae 

Oorporation suggested that the clerieal work involved OS made a W FA hite-collar 

ralie£' projeot, with the lls.t :tonal i'ttrea.u provld1J!l.g the techn.i oa l su:p~rv1don. 

'.Illi1s was arranged. and. a staff of about t wo hundred clerical workers, costing 

for the dura.tion of the study' aboul $300.000; wa.s provid.ed. b theW P". Sub­

stantial oontribuUontl of funds for supsl"Visi on and th oreUeal. \fork yere made 

by the Rockefeller , l'ounda. ,ion, the .lasooiat101'1 of Re.srveOity Bankers . MoodV ' s 

Investment Sorviee . and other e.g.nolea . In a.ddition. nta.J'lY prlv te co~ora.t1onll 

and Government Departments have turtl1shed data and technical advice coating in 

the aggregate. a. large S'W'il 61 moneT. The 118t of private and public bodios 

participa.ting in the study includes the office of the C.omptroller of the e'lll'rency, 

the !oar-d of Governors of the Fed.eral Raserve System. the SeetU"i ties and hehange 

Commission. t he Interi t a.te O$mm.erce Oemm1tH~l ont the 13anl:~hl~ Depart ent of the 

State of Ne~ l.ork. the J'ederal aeaerTEJ .:&.nk of liew York, the Centra.l statistical 

13oard, and th e four prlvnh f 1nane1 ad.visory servioee l Fitoh 's Investors ' 

Serv:loe, Hoody ' s. P r ' 8 Pu,bl1e.hi ~ OornpSllY ,nd the Standard Sta tistics Clompalt1' . 

The p,roject 'is efJsenti 111 a. t a'buJ.tt.t1on of data on 11 coJ'pora.te bonde 

iseued over a. period of forty year • of fcrrm1dable e. tent and. completeness . 
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~ includ.es 

1. Da.ta. on the vol'om of corpor te bond off' ringe by year , 
in ustry . 1512:& of 1I8ue. co~on rate , matur1tle t and t ypes 
Of' issue 

2 . Dat on ket pri oes of bon , yl Ids at offering and. yie1dl • 
realized. r a.tings " ea.rnin of ob11 ors , legal sta t".8 at time. 
of 18$ue and. ext! 19Ui sIlL, ent 

3 . Date. on nlmlber and extent of de-raul ts . a.naly zed. bY' !ndu.atr ! s , 
t ypes of default ahd 8&t tlem8nt, and. realized. yields on defa:ol ttd 
bonds 

4 . Ann\1a1 data on r'1oes. yields ana. r a Ung:e tor select,ed .mple 
of bond..e 

5. Mo thly pdce an yield. data for a I! !I"ll gl'OU: o.! hi - gr de 
and low-grade bond.e 

The dat . when compl.~a4 will be made available to all eo! er a..Ung 
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a.gencies for such t heoreti cal etud1 ee as they ~ whh to make. Personally I hope 

that means ~ be f ound by photostat or mierofl1m to make t hese t ala1s t.ion. 

available a.t iIlod.er te cost to univ r slty Hbr rl s and. departments of eoo,noll'1ice 

herever th~ ~ be desired. Ta."buJ.aU Qi1s sO ,oareful1 ' , de and. 80 complete will 

serve as bases for l arge r ge of theoretic 1 studi es for a long t1 me to eome. 

The period covere ' i ncludes t he halcyon daQ's be/ oT' the war of 1914-1918, the war 

perlod itself, the boom of the twenties and the de .re •• ion of the thirties . Among 

the to ice listed in the Nat ional Bureexl r eport e eu1taol f or 8tudy trom the,e 

data .e,re; t he oycHaa.l behavlorof inve bent v 1 filS and long t er m interest r ate8t 

the r ole of risk. in oarket interest r a ten; the .efficiency of va rious cr! t erla of 

future inves t ment perforr.~cei such as market price , leg 1 listi ,agency ratl~ 

and corporate earnings ; the v lUG, for l nvea t nent safety, of sinkln f un de , and 

of type and seniority of aecuxi ty ; the eharaet ,rlatles of bo:na def :ul h and 

the problems whieh eonfront investQrs hen default 'Occur&; and the efi'fl.cta ot 

market fluctuations on investment e erlene. Beyond these. t he data w111 

loubtl as be used by scholars and financial expe:r t s 1n mat'lY' yeJl'8 which eannot 

now be foreseen. 
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IV 

The third. st1ldy undertaken b'<J the Nat onal :9urea.ll under the direotion 

of PFofe eor Bletler' s Oo mmlt tee on Research in Finance is the so-c l ed fInanc ial 

struoture roJeCt. tn a certain senee all t hree studi are ar ts of cOT~rehen. 

• 
dve survey of the finane! letruoture of t he U. S. A. in the t 'entiet h century. 

Th t hird pro ject 11 1 ta 1 tslltlf to surveY' of qonte~ora.l"1 relations between 

b e.nd buslnen. It undert es t o give a 1l8.nt1taUve pioture of the chancing 

flna.nci 1 re uirelllents of .beric business, the tren.ds in commercial borrowing, 

the future of eommereh .l loans. t he demand tor s ort term c 'p1tal as affe.ted. 'b7 

the 0. s,h bal ailces and eeurU;v: investmants of large b'U$ i neas corpor tione , Whioh 

o,ften make t hem net or editors inl,t ee.d ot being net debtors , the growi ng h a.bit ot 

financing oap! t requirements intern", 117 out of undIstributed earnings and dept'6-

eiation allo MOSS r ther tha.n by borrowi ng or 11 tUng . tock . ThelJtudy ehould 

afford an indica tIon a s to whether t he e de,Ticles r epr esent a permanent change in 

the method. of financing busi ness 0 " er tione or whether t he,. IV merely trand tory 

phenomena. 

The study inoludes three artu 

1. Trend in the :t1nancla.l .tructure of Amerlcc: n budness , 1900-1940 

2 . The s ources an uses of busineu tunas. 1920-1940 

3 . Contem orary rela.tions bet ween bank, and. bualneas 

Work va. begun just a yos.r ago and I e still to some extent in the 

prell 1nar,y .tage. The aim 18 to trace quant1t t1Tel I from corporat e f inanoial 

reoords , the long ter lll ohanges i n b alnus financing need , particularl y ne d.. for 

short term capt t al. and to examine oloeel y reeent chances in th lnsU tutional 

fae1Hti ee that eerve the short t erm eredl t needs of lmain 88 , and t o compare the 

different f atllt! , and method o! short t e lnanclng av Hable to 'budne, . 

firms of different ise and i nduatxl type •• 

The data re drawn from many" aouroes . Rere again the lhtr :t1 ha. been 

able t o seoure the o08'J)er tion of many a g noiel whi ch never betore bad pooled the 
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information a t tht51r dispossl in s. study of t hi.s kind. Among the 80urees from 

which information is being gathere-d are the 1'1nMcial manuals, special t a.bulations 

of corporate income tax data prepared. by the 'lr aeury- W P A Inoom,e Tax proj ect, 

special compila tions of financial sh.tel1l,ents by the Robert Morrh Associates, 

credit files ot banks. corpora te t ax r eturn files of MaSSAChu.setts and ~T18consin and 
• 

industrial loan &1' lloat ion 1'11.s 01' the Feder 1 Reu1"ve llanks of lfew York and Phila-

d.el hla. 

T 

The three studies vhieh I haTe described, 1n which Prof'easor Riefler has 

taken So leading part and to whi ch ?rQfelBOrs Stewart a.nd Warren ha;ve also oontr! but ed, 

will, when eoItJpl,ted, make available to economists new Pr.i mlU7 materials in three major 

areas of fina.nce: consumer instal 'fmt credit, commercia l cred.it, and. investment credit. 

The data. collected y111 praTtde a. sounder bash t han has been aTe.llable hitherto for 

analytical and theoretioal studIes of problem, in tlna.noe. The york ·of the National 

bea,u has furthermore· made great progrell in the ,development of rigorous teohnique 

tor research in the field , has aohieved unprecedented BuooelS in securing the 

Ic08pera tion of GoTernment snd priva te &genci es in t!lchob,rly York, and hal been the 

mea.ns of trai ni ng an important group of oung economis ts from allover the count17 

in. the methods of e08pera tiye ree ea.rch. 

It i.e lnevi h :ble that the work nQw .in progre8S 111 show the need 

of sim11ar exaot and oomprehensive data in other field. of economics . It hal 

a.lready eet the minds of the member s of our own department working on t he need 

for: similarly oareful study of economiC hi.tory. Under the leadership o.t 

Professors Stewart a.nd:. Warren and Dr. Willi ta plans f or york in tlh subject 

are alrea~ under d~Bou.s lon. The maturing of theae plans will conet! tute one 

of the most i mportant activiti es of our economi cs group during the next tvo or 

three years. 

Contempor ry and hiBtorio 1 data. will in turn oall for interpretation 



11 

and it may be e~ected that the ,tudiea now under way and projected, concern!n« 

the f act. of econo 1c activity 1n th prelent nd the paat. will call for 

i mportant rev1 ionl:l of economic th ory. Indeed t hb proce .. has alread7 begun. 

'l'hus the work which it! now being done w111 expand to wider Imd wider circlea 

01 scholarly ende vor, and it a pears xtremely likely that the vitality 01 

our School of Economic. rill eventua111 dem&n.d add! tiona to our .tatt to dul 

adequately with the n w vistal ot knowledge opened up by the data now being 10 

patient ly nd laboriously ~ompiled . 

VI 

• 

For 8Qme time Pro feasor Stewart has interested himaelf in the teachine 

of the aoei al sci ences in Amerie n colleges nd univer itl.e. He hal concerned 

hi ,elf vith the, ol"8;anilation of the subject into departmenh and courses, the 

character and uallty of the textbooks uled. ~d the preper tion and background 

of lnltruc t orll. One v lue of this Itudy ahould be to enable the Inltituh to 

orpnile 1 h scttv! tiel in .uah 'Way ae to be ot maximum vA,lue to hi~her education. 

In order to reach aound conclusionl Prote.sor Stewart t inds that it i, not enough 

to Itudy the work of college. and universities but that it 18 aleo neeeeeal7 to 

conaider the teaching of the loci 1 .eiene •• in leeon ry 10 ools. A survey 

ot thie tield t. now being und rtaken. Pre.id~nt LeIgh ot Be nington Oollege 

hal 8.eeured l eave of ablenc tor one semes ter to beeol!l member of the IneU tute 

and to do the field 'Work involved. Dr. Leigh will vid t a aelec t d HIt ot 

tehools throughout the country and prepare a report on the work now being done 

in the 1001al leleneel. The report mayor 11187 not be published. I h purpole 

is to turnhh hoteaaor Stewart with the background infor tion which. he ne.d. 

in order to esUmate accurately the undergraduate teaohing ot economies and 

political Icienee. 1 believe 8uch Itudi., of elementary work in lubjeeta 'Whieh 

are b.ing pursued on an advanced level to have gr. t potential v lue. and to 

indioate another way in 'Whi ch the In.tltute e n render valuable .erviee to our 

entire educational Iy,tem. 
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VII 

The work whi ch Profe •• or Earle 1e doing touchet both history and 

1'011 ticEd science and is clo8~ly linked to the poll tica.l and mlU h .17 probleml 
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cotronttng the Unit ed States in the resent emergen.oy. 11 Va years ago Profe.lor 

Earle beg,an to turn his attention to 111 tary :policy al a. lDueh neglected phase of 

political Bclence. He has in v . rioue Ueles urged. u: on hhtot'iau8 a.nd political 

8c1,ent1sts the importance of eoerd,in ting the stu.dy of lid 11 ta.ryan.d naval proble .. 

vi th the ItUdy of foreign olley' and intern t1.onal reltJ.t . one.. It sO happen! that 

Princeton Univerft1ty ha.a in Prof'euors Stec y and Sprout tvo men whose interest. 

~very much in the 8 e direction. In c08peratlon ~lth these iwo men and a group 

of younger scholars who han come to the !nat! t uta, IlOst1y on f,llo'Wshi II gl"allteci 

by the Rockef.e11er J'ounda.t1on and theCe.rn gie Oarpor tiOl'l, ProfeS8or Earle hal 

condllctpd for two year, e. !Semi 8J'" on the foreign and mllita.r.r policles of the 

Un! ted St tes . )'rom thi s Sfl;linar ha.s 11$1118 ' elre ciT a noteworthy Iht of book' 

and ar ielest which are credit ble in thems elves, and which have attr cted additional 

interest beca.use of the trollb1 d 1. ternatlonal '1 t tion, the ~jftloult problems in 

foreign policy confront. ng the cou.ntry. and the threat to our leeurlty-

The topios Yhioh hAve been d1acuued in the semina.r and which have 

been el.ucidated by public tions of the members include thl!l AJneric qpa ot 

isolation,. 1 ts ori gins an its :pplicabill ty to the pr e.ent-d.lq worl,d 81 tuation, 

the d.lplot18.tic hittory of the Un1ted StateR. the problem~ of foreign _ o11ey con­

tront ne the country at the resent timet ypioul . robleme of interna.tional law, 

and the study ofar a.8 a $00i8l henoenon. 

Le v1ng as ide the imminent danger $ of the moment. 1t is obvious tbAt 

the greatest poll tical and 000le1 problem confro tin - this and every other count17 

18 the need for some kind ot inter tlon~l organi!at on, like the Le~~e of N~tion. 

but more effeotive, which \Iiil rid the world. of the danger of !I!Iueh oAl 1 the al> 

the 'Wars whioh ave r v&ged it t wice within thh generation. To aceo lhn th1. 

pac ifism, friendship, and good will are not enough_ To . ttribute wars to the 



13 

baleful aotivtUea of munition makertlor Intertional bankers or diplomate 

ntrusted with too lliUch power; or to the exeeases of economic natlonal1am, 1. to 

ignore the poll t1oa:l real! t1 68 of the world 111 t u..<\t1 on. ar 1s the produot of 

i terna tional ana.rch,... end this anarchy Is th ineTitable result of the dootrine 
• 

of unlimited n!!.tional. sover t t,... Until th na.tions of the world c'an oombine ihto 

some lc1ud ot super sta te, saedfi clng some part af their na tio IO'98reignty and 

delegating to this supra-national organ! a tion the power to enforce pee.ce nd ~o 

lettle intern tiona! controver ha by )Clitio 1 and judicial prooenes , the world 

w111 continue to Uve in daJ:4jer of war; and if the formation of the int ern tiona! 

organization 11 too long del~ed; the ,resultin conflicts 'bid fair to b nkrupt the 

ate- tee oonce:rned. lower the standards of living ot t ,he massee of the people, and 

destroy the me.teri -1 and mor"l foundation8 of our oivi11~ation. 

Theee considera tions haTe enli8ted the active interest of h storlanl, 

political sCienthts , and. education foundations throughout the country. During 

the last two years a. humber of voluntBry' groupe have 'been organized to study the 

problem. reeling the 1111 , ortanoe of colSrdlnaUng these efforts. the Rookefeller 

Jloundation called a. conterence eighteen months a.go of leading members of va riou. 

groupe out of which s r~ng a colrdinatlng committee. nov cailed the American Committee 

for Internet O"nel Studies . Prof.not Earle is. Ohai r "'1\ of this OOlllJllittee and. ita 

researoh direotor. '!'he headquarters of the Oommittee are here at the Institute, 

l~$ mode$t budget 18 met by an appropria tion f~om the Roek.reller Foundation and 

the routine admlnittre.t1ve work of the Co mittee 11 performed. by Mr. ,'I. W. Lockwood, 

its Secret rye 

The CommUtee it eo ole ring nd. planningbodTt designed to a.1d. a.nd 

stimUlate inquiries foeu88ed 11 on American interesh, op ortuniUes t and obligation. 

in the wa.r and. the po war world. It it a purely research organiza tio,n. lrI'lth nO 

responai biU ty for adm1nhter1ng fund. or conducting pro-paga.nda. Its aim 1e to 

!scov r and encourage promidng scholars in thle fiel , advtle tne-m in their 
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atud1es, and keep them informed of the vork:: being done by others, in the hope that 

by this eans useful contribution may be made toward. the solution of the problems 

which will confront this and other countries at' the end of the ar e 

The COlllJllitteeis the American member 01' the Interne,tiona1 Studies Con ... 
• 

terenoe and acts 8.S the sub-Oommi tteeof the Soclel Soienee Research Council for the 

etudy of interna tional rela tions. It is engaged in & survey of research in progre •• 

and in directing schol-are to the study of problems not cOTered in any existing 

program. It occupies itself with such subjects as military hi,tory and military 

problems, the character of tot litarian government., both In their dome.tic aspect. 

and. in thdr relations with other countries. 

of war d.ocuments in the L1brary of Congrell and has initiated stuhs of American 

interests in sucb regi,onl'! 8.S La tin America. and the Far East . The centr 1 issue ot 

public, policy w1 th which it 16 concerned is the reconstruetion of a. more secure and 

prosperous world order. Its aim h to faciH.t te the wQrk of !meric n soholars in 

stating. if not solving, the problems which mud be solved If such world order ia to 

be achieved. 

VIII 

My survey 01 work of our Sohool of Economics and PoB tics would not be 

complete without a note about the activities of th Economic and Finane! ,1 Section 

of t he Le of N tions, ten offieer-! of ,Mch a.re now houeed in 1uld Rallo TheT 

are not f ormall1 members of the Institute but th~ make real contribution to our 

intellectual 11fe, and their very pr senoe 8,ervee to strengthen t he atmosphere of 

inter n tiona.! unders t and, lng an good will whi ch should always chara.cterhe thh 

tnat! tution. 

Th :r ce:rry on the work of their section here justaa they did in Geneva 

before the war , gathering economic and financial informE~tion from allover the 

world, analyzing it and issuing th ir various bulletins an, other publications in 

unbroken series. In add1tion they are undertaking various stUdies of the economi e 



B1 tuaUon which may be er.pected to confront the world after the war hover. 

seeking to contribute as much a8 pOSIt bla to easing the dUttcnl t t .r nei tion 

from war to peace eeono~. 
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They- are an a.ble and scholarly- group and. wha.tever mq be th oute~me 

ot this war and whs-tever form the new international Qrganisation mq t . • t thq . 

will be needed. By- giving them here a place 1n which they- can hold the member .• 

ot their staff together and continue their work uninterrupted, the Institute i. 

making a contribution, the value of whieh it would be hard to overe.timate. to 

the new and better world order which we all ho e wi 1 .uceeed the horrors and 

confusion of tbh war. 
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INSTI'rarrE FOR ADVANCED STUIYi 

Extr act from ' the Report of Dr. Franl!: Aydelotte, Director 
to t he rrrllstoea- F'eb.2Lh1941 

My survey of the work of our cnool of Economics 
and Politics would not be comple t e without a note a b ou t the 
activitie s of the Economic and Financial Section of t h e League 
of et l on , ten offi~ers of which are now housed in Fuld H& l . 
They are not f ormally members , of t he rnut·' tut but they make a 
real ,c ontrib~ti on to our intelle ctua l life , and the i r very 
presen ce s () ves t o streng then the a tmosphere of internat i onal 
understandin and good will hich s hou la alvt..ys characterize 
this institu tion . 

lhey car ry on tn ',r of' L luil' dection here 
just a s they did in Geneva before the wx, gat ering economic 
ane i a '10 i( -Ln forTl18.t i(ln from allover t e \'i - ld, an alyz lng it 
and issuin~" t ei r var i ous bulletin ar a ot' le ublications 
in' broken s e r:e . In a dition, L ey ~re un ertakin various 
stu, of _ E' ec n omic s ituation which 1 a y e e xpected to 
confron t the '1Jorld afte r t e W ' • is ove, eu ~' ng 0 contribute 
a s itU h as p sen I e to eaSing the diff cult transition from wa r 
to • e8 e economy . 

• 

They are 8.1 able and SCholarly group and, whatever 
ma - 0 0 l orne f this war a nd w ... a tever f orm the new 
inte- na.tional organizat ~Lon may tako , they wi 1 be needed . 
By ,zivin j t h m here a place in which they c an hold tne members 
0 '''' t 1·::1 ;-.; t f toc;et1.p.r and con ,1nu thoir work uninterrupt; ed, , 
t he Institute is mak ing a contribution, t h e value of ;hich 
it would b e lard to ove restin'El te, to the new and better world 

order w}t:tch we 1 L e l 11 succeed t h e horrors and confus lon 
of this war . 

S--ct ct f rom the Report of Dr. Frank Aydelo.tte, Directbr 
to t h e Trustee s - June 8,1943 . 

Th , Le a ue of Nn,tions g roup has , during the 
t h ree years i t has been working in Fuld Hall, a teadily inci"eaaed 
the nurn' E~r and importance of its publicat i ons. Lists of these 
,ubI le t ion fl at> e Dont a i ned in aLl the han dbooks and need not 
be repeated in this report. From the poin t of view o~ economic 
research the most important of all the productions of the League 
rou j~rin~ t he p a t tr~ee yenr s is a report o~ the Delegation 

on. Economic Depressions, l"b.e T:r:ansition from ~ ar to Peace Economy. 
Th lS study, based u pon statistical information coverl ng the 
eriod at th ond of t he l a st wrtr, deals wi th the effects of 
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war economy on industrial activity and the problems arising 
during the transition from ~H.r to pe~c ecollony both in t h e 
domestic and the international fields . A copy of this 
intere s t ing Bnd important do cument is b e ing sont to each 
member of the Board v i th the compliments of Mr . Loveday . 
On the fly leaves of the pamphle t will be found lists o£ 
recent publication s of the Economics Section of t he Leagu e . • 

he res nbs of the Leagu~ group in Fu l d raIl has been a 
great stimulus to the work of the Institute in the field of 
internati onal economics and constitutes a delightful addi t i on 
to our in tG 1 c t 1 an human I' e sour ce s • 

.8 trac t f rom the ReJ ort of Dr . Fra nK Ii Jelot t e,Dlrector 
to t he '1!'utee s - Ma 23, 19J.~6 

'rhe nstitute may ride its If on the 
hospi t al i. ty wl! 1C:1 i t 1 8.;3 S U O'iVl1 t th8 1 m ers of t e Economic 
Sect ion oi ' 16 L : e \:3 i' 1 a ' .i.o H> _ .i't) r ·..lgJ.1t t h i s roup to 

Princeton in 1940 L r de r i f' p Ohsib l e to ho t ~ 1 together 
an to p a JS t h em on to vth e vel"' o r!':,' izut i on might succee d the 
La ng e . 'E'18 , (h; - i ql. v , "L, e i ' to- 1 ;;ctu&l i n Oij-how, of t : e 
Economi c grou p . s v e r y i portant . If t ~1.is group had been 
al. .med. to dis i u'-e ra t e, 't "(lul' ave take t he Uni t ed Nations 
ten y ear 0 f r~ ru o r gru . L.at·o of a' u c..u .. ' laienoy . 'Thanks 
to our i nvi tHo t Lon , t he e,T OUP has be en kep t t oge t he r; they 

have c o inu o d t heir ork ,. an they a r to be taken over 
in t a c t by tne Grn t J 1 "C ~ m ol r "anlz Lto 1n' h e summer of this 
year. I a t t ac h as an appendi to t hi report a lett er of thanks 
from Mr . C)AD.T1 Lester , ~e cret ry- G naral of he Le a gue , for our 
hospi 'Cali ty, t n <1 I s ugges t a vot e () ' t ani . GO the Theolo gical 
Seminary for the i r assistance to us in h ous ing the members 
of the Economic Section. 
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