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Memorandum
Tot Dr. Aydelotte ’Nlﬁ‘
From: Welter W, Stewart
Subject: War Work

My work at the Treasury Depertment began in September, 1939,
and was on = full-time basis until December of that year. Since
then it has been part-time and during most of 1942 has required my
presence in Washington for two or three days in every other week.
Recently, however, these trips have become more frequent and the
stays in Washington longer. Even when I am not in Washington I
estimate that sbout half of my time is svent on Treasury problems.
For the coming academic year it now seemé likely that about three-
quarters of my time would be devoted to the Treasury.

My technical title is "Consulting Expert" and in practice I
act as a Special Advisor to the Secretafy on certain problems. These
vroblems have changed from time to time, but have most frequently been
concerned with the finaencial relations between this country and Great
Britain, the effect of the war financing on the banking position, var-
ious  proposals for controlling inflation and some reference to post-

war economic mroblems.



August 8, 1942

Memorandum
Tot Dr. Aydelotte
From: Robert Warren

Subject: Re War Work

Since February, 1942, I have been attached to the Division
of Statistics of the Treasury Department. I was in Weshington
for most of March, but my time table is now apparently stabilized
on the basis of alternate weeks. This has been and may be in the
future subject to interruntions, but it is my design to continue
on that division -- alternate weeks in Washington and Princeton.

As would be expected, my interestsin the Treasury have in-
cluded the various aspects of war finance, including fiscal

policy, credit and monetary relations, income distribution, ete.



THE INSTITUTE FOR ADVANCED STUDY

SCHOOL OF ECONOMICS AND POLITICS

PRINCETON, NEW JERSEY

September 15, 1942

Dr. FPrank Aydelotte, Director y
The Institute for Advanced Study
Princeton, New Jersey

My dear Dr. Aydelotte:

Your memorandum of August 31 to members of the faculty requests
a statement as to the work which each of us is doing in comnection with
the war effort.

It is difficult for me to allocate my time on a percentage basis
as between my duties at the Institute and my duties to the government
servicese As you know, my Institute work over the past few years has
been concerned almost entirely with bagic research in military affairse.
The work which I am now doing in Washington and elsewhere for the govern-
ment is all of the same character so that, in a measure, the two tasks
coincide in purpose. OFf course, we might not be doing precisely the
same things were we not requested from Washington to perform ad hoc
tasks.

During the past year I have spent about four days a week in
Washington, and one month in California, on duties for the government
agzencies with which I am connected, namely, the Office of Strategic
Services, the Board of Economiec Warfare, the War Department General
Staff, and the Ammy Air Forces. During the coming year I anticipate that
I shall be spending much less time in Washington as I feel that much
of my work could be done more satisfactorily in Princeton than under the
stress and strain of the capital. Nevertheless, the studies which we
shall pursue in my seminar will deal with theoretical questions of immed-
iate practical importance to the Armed Forces and the civilian agencies
connected with theme There is also a possibility that the War Department
General Staff or the Army Air Forces will send a group of officers to
Princeton to collaborate with us in certain of these projects.

I am quite aware that the foregoing answer is not altogether

satisfactory but I am quite prepared to answer any questions you may
wish to formulate for the information of yourself and the Trustees.

Singerely yours,
&Mw-——'—‘

Edward Mead Farle



THE INSTITUTE FOR ADVANCED STUDY
SCHOOL OF MATHEMATICS
PRINCETON, NEW JERSEY

September 14, 1942

Dear Frank:
My status in the Army organization is that of "Consultant*®.
The work which I do in the Ballistic Research Laboratory at the
Aberdeen Proving Ground is well described by this word and also
by my title in the organization chart: "Liasison and Coordinator
of Scientific Research". Up to the present (but I hope not in
the future) I have spent a great deal of time in seeking out suit-
able personnel. The success which has attended these efforts is
very largely due to the cooperation which we have had from your-
self, and I should like to express the gratitude which is felt by
those responsible for the direction of the Ballistic Laboratory.
The work which I am trying to do for the Navy comes
under the head of "Operational Research". It would be very hard
to describe this at present, and it is very problematical what if

anything will come out of it.

Sincerely, j Mﬂé{ WZ—\

Oswald Veblen

Dr. Frank Aydelotte
OV:GB



THE INSTITUTE FOR ADVANCED STUDY
SCHOOL OF MATHEMATICS
PRINCETON, NEW JERSEY

CONFIDENTIAL

September 14, 1942

Dear Doctor Aydelotte: ¢

As you requested, I am giving you a report on my war work
as follows:

As you know, I have specialized during the past two years
on questions in ordnance, mostly connected with interior ballistics
and gas dynamics. Since 1940 I have been a member of the Scientific
Advisory Committee to the Ballistic Research Laboratory in Aberdeen,
which meets three or four times a year, but I have been in permanent
contact with the Laboratory at Aberdeen, spending a day or two there
each month., Since August I have been, and am now, also a Consultant
to the Laboratory. From early 1941 till September 1942 I have been
a member of Section BlB, in Division B of the National Defense Re-
search Committee. During the last year I was also directing research
work in the Institute on a contract of this Section. As you know,
this Section is devoted to theoretical work on explosions, i.e. to
physical problems very much like those of inner ballistics, and par-
ticularly to the study of the so-called shock waves. I have now had
to resign in this capacity because of my new work in the Navy; but
my contacts with the Section continue, particularly because they have
started experimental work based on my suggestions,- it deals with mat-
ters related to shock waves. p

Since September 1 of this year I hafe been working for the
Ordnance Bureau of the Navy Department on two assignments. One of
these deals with the mechanism and effects of subsurface explosions,
and is again connected with the study of detonation and shock waves.
The other deals with operational research in subsurface ordnance;
since you are familiar with this subject I will not venture to de-
scribe it.

I am also Chief Consultant for Ballistics of the American
Mathematical Society and the lMathematical Association of America,

Sincerely yours,
Dr. Frank Aydelotte, Director

JvN:GB John von Neumamn ‘i’ Y



THE INSTITUTE FOR ADVANCED STUDY

SCHOOL OF HUMANISTIC STUDIES

PRINCETON, NEW JERSEY

September 9 1942 .

Dear Dr. Aydelotte:

About May 1 I began to work continuously with the
Office of Strategic Services in Washington, accepting leave of
absence from the Institute so that I might do this, and taking
a position in the Foreign Nationalities Branch of Colonel Donovan's

organization as chief-of-the-Cluneery—Divieion. j.4/ )/, p U Byl

This work grew out of preliminary volunteer service
with the Office of Strategic Services which I had begun in Prince-
ton as long ago as Christmas of 1941. The Foreign Natlonalities
Branch was organlized for the purpose of studying the foreign
national groups in the United States with respect to theilr poli-
tical aspirations, their possible community of interest, thelr
differences, and the effect of all these upon the war effort of
the United Nations. Through our office in Princeton we agreed
to make a study of the Greek minority, which seemed closest to
my own academic interest; but this assignment was very guickly
enlarged so as to embrace other nationalities with interests in
the Near East. Before long we were making, through our Princeton
outpost,a study of foreign polltics in the United States as repre-
sented by Albanians, Armeniasns, Italians, Greeks, Arabs, and
Hebrews.

Part of this work involved the study and analysis of
the foreign language press, and for the Italian press we have had
continuously the beneflt of readings and interpretations by Prof-
essor Panofsky. The organizstion of this work is still centered
in my office, and has more and more come to be regulated and
systematized by Miss Cutter, who has not only kept a complete
record of gll reports and complete dossier of all volunteer contri-
butors, but who has arreanged for the regular sending of memorands
to the Office of Strategic Services in Washington. By drawing
on academic connections and soliciting the service of people whose
Judgment in their respective flelds was known to be good, the
Princeton outpost bullt up for its forelgn national groups almost
a complete coverage with respect to political activity within the
United States.

This was the situation approximately at the end of
April. Since that time I have been active, through the Washington
office, in following the political aspirations of about 36 foreilgn
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national groups within the United States. The organization for
this has been developed slowly both before and after my transfer
there. A very useful volunteer service has been built up by

the use of volunteer academic work. We now have groups who colda-
borate with us in Pasadena, in San Francisco, in Pittsburgh, 1in
Chicago, in Albany, at Harvard, at the University of Wisconsin,
and soon, I am confident, we shall have additional groups at the
Universities of Cincinnatl and Nebraska. These latter two are
being organized at the present time. Our purpose is to supply a
complete coverage of the forelgn language press from the point of
view of political intelligence.

This is only part o the work of the Washington office.
Naturally I cannot explain fully the extent of the activities of
this organization. A great deal of the work is of a confidential
nature and since July 1 we have been operating under the direction
of the Joint Chiefs of Staff. But our study of forelgn nationality
groups has developed in many dlrections within recent months and
is still growing so as to be of greater use to other agenciles of
the government., We have had in our office in Washington, as the
counterpart of the Chancery Division, a Field Study Division. For
a time I worked in close liaison with the Field Study Divielon under
the general supervision of Professor DeWitt C. Poole, the director
of our branch. Within the last week or so I have been given the
dutles of Associate Director and now have charge of the activities
of both the Chancery Division and the Field Division, acting of
course always in consultation with the titular head of the branch,
Mr. Poole.

In brief, this is the outline of my activity in connec-
tion with the war effort. It necessitates my living in Washington,
for I must be in constant touch with the Department of State, the
Department of Justice, the Army, the Navy, the Office of War Informa-
tion, and other agenclies interested in foreign nationalities, like
the Board of Economic Warfare, the Treasury Department, and the
Maritime Commission. I respectfully petition the Institute, under
the circumstances, to grant me continued leave of absence with
salary for the year 1942-1943 so that I may be able to carry on
thece dutles.

In the meantime the activities of the epigraphical
gseminary at the Institute continue under my direction. The summer
Just passed has been unusuaelly active. Professor John Finé of
Princeton University has had a regular desk in my laboratory and
he has made considerasble progress with his study of the Delphlan
records as one of the contributors to our Jjoint enterprise of a
catalogue of Athenisn citizens. Professor Paul Friedlander, from
the University of California at Los Angeles, has been preparing
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an edition of Greek eplgrams, about which he and I have corres-
nonded for some years. He has jJourneyed on to Princeton from the
west coast so that he might use our facilitles this summer and so
that he and I could talk about the progress of his work. I have
been able to leave Washington from time to time in order to main-
taln the necessary contacts with the work that is being done in
the Princeton laboratory.

My aseistant, Dr. Raubltschek, keeps up the routine
work of the lgboratory, writing for publication on the newly dis-
covered documents from the Agora, and in my absence acting as host
to our visiting scholars. Dr. Paul Clement continues as Managing
Editor of the publications of the American School of Classical
Studies, and we have maintained our record of publication by seeing
through to completion several volumes this summer. As you know,

Dr. W. K. Pritchett entered the Army Air Corps in April, but he has

a long article in the August number of Hesperia. In this same

number there are also articles by Margaret Thompson, Ogscar Broneer,
A.E.Raubitschek, and by me. These were all written at the Institute.
Dr. Broneer has been closely assoclated with us ever since his
enforced absence from Greece, and Miss Thompson hasg been with us
during the past year acting at the same time as secretary to Dr.
Shear, the director of the Agora excavations. When I undertook the
work of the Office of Strategic Services in Washington in May, Dr.
Shear assumed the responsibilities of maintaining the Princeton
outpost at the Institute, and since that time Miss Thompson has been
assoclated also with the work in relation to the war effort. She
and Miss Cutter have just completed a 225-page study of the Italian
language press in the United States which will be of extraordinary
interest not only to the Office of Strategic Services but particu-
larly to the Department of Justice and to Naval and Military Intelli-
gence.

In looking foward the future I feel confident that
under existing conditions the work of our epigraphical seminary can
go forward successfully. If my request for leave is granted, I
shall spend most of my time in Washington where, as Mr. Poole's
assistant, I now have a staff of 35 experts and analysts studying
the forelgn political interests of the national groups in the United
States. But in spite of this I shall plan to maintain my relations
with the American School of Classical Studies at Athens and to direct
the academic work being done in the epigraphical seminary at the
Institute. At the present time we are negotiating with Professor
Yharles Edson of the University of Wisconsin, who wishes to come to
the Institute to svend the year 1943 in developing a study of the
inscriptions of Macedonia. I hope very much that he can come for
I believe that we can give him the facilities he needs for his study
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in spite of our preoccupation with the war effort in other direc-
tions; and I think it is a tribute to the permanence and the
validity of our organizatlion that men like him, and like John
Fine and Paul Friedlander wish to conduct their studies here.

Very sincerely yours,

/

B. D. Meritt

Dr. Frank Aydelotte
Fuld Hall
"Princeton



y THE INSTITUTE FOR ADVANCED STUDY
SCHOOL OF MATHEMATICS
PRINCETON, NEW JERSEY

September 8, 1942
Dear Doctor Aydelotte:

This letter is an answer to your inquiry concerning the amount of time
members of the Institute staff are likely to spend in Washington on account of war
work., In my case the amount of time has been and will probably be negligible,
although I cannot predict when new demands may be made upon me., Since January I
have been in Washingbon not more than five times, including two visits to the Na-
tional Academy which would have occurred in a time of peace. The time spent in
Washington during most of these visits was one or two days.

My obligations as President of the Mathematical Society and Chairman of
the Mathematics Section of the National Academy do not involve much time and are
similar to those which would come with these offices in times of peace. The Chair-
manship of the War Preparedness Committee of the lMathematical Society and Mathemati-
cal Association will not take much time during the coming year for the reason that
the work has been so organized and Secretary Kline is so efficient that a few letters
of direction are sufficient.

My principal connection with war work comes as Chairman of the National-
Academy-National-Research-Council Committee of Mathematicians appointed by Jewett.
For this committee I was in Washington last Thursday and saw Captain Lybrand Smith,
Assistant Coordinator of Research and Development of the Navy, Lieutenant Wilson
and Captain Wertheimer. They outlined a large class of problems which the Navy
would like to have the mathematical committee consider. In general, these problems
are of the following nature: The Naval engineers and others have made quick and ap-
proximate estimates of modes of construction of ships, guns, propellers, bombs, etc.,
allowing large factors of safety. The use of these instruments would be greatly en-
hanced if the underlying theory were better understood. Before our committee there-
fore enters on any specific project, preliminary studies must be made.

Marshall Stone of Harvard was with me at the meeting at Washington, and we
have already asked several mathematicians to undertake such preliminary studies,. and
as time goes on shall ask other persons to perform similar tasks.

In my own case I have followed the policy of passing on executive duties
to those persons who could be spared for them, and attending myself to the deeper

scientific aspects and underlying principles involved. This policy was fruitful
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during the last year. When Conant asked me to assist Weaver with his fire control
work in May and June, I was able, by virtue of studies undertaken during the prei
ceding months without any intimation that they would be immediately useful, to sug-
gest new methods for the Weaver committee, which were adopted. In this connection
I am enclosing part of a letter from Commander Parsons relating to the work of this
cormittee, and copy of a subsequent letter from Admiral Furer. The letter of Par-
sons is marked "Confidential",

My owvn scientific work in the past several years has been very close to
applied mathematics, and by fortunate coincidence permits me now to embark upon stud-
ies'  in such fields as elasticity and vibratiohs which will be of direct help in my
own research problems. As noted by Courant and others, the theory of the calculus
of variations in the large, for which I am responsible, may be regarded as a gener-
alization of the Rayleigh-Ritz principles so important in engineering. The full
development of these principles in my own research would involve a study of the
theory of eiasticity'which I am now able to make with double purpose.

I think this letter will explain my situation and my intentions for the
present., What the future will bring one cannot, of course, foretell.

Sincerely yours,

Ml
4V~%~(ur\~;—\aau¢r\4h.__
Marston Morse CQEQﬁS,

Dr. Frank Aydelotte
Institute for Advanced Study
IM:GB



G PY CONFIDENTIAL

OFFICE OF SCIENTINIC RESEARCH AND DEVELOPMENT

8621 Georgia Avenue,
Silver Spring, ld.
August 17, 1942.

Dear Dr. Morse:

Your letter dated July 30, 1942 was forwarded by the
Navy Department and finally arrived at the Naval Proving Ground,
Dahlgren, Virginia, on August 10th, finding me away on sea tests.
It was delivered to me when I returned on August 15th.

I have studied the recent report of the committee on
which you served, and I wish to add my congratulations to others
I know you have received for doing such a splendid, timely job.
The report is obviously the product of first-class work, and is
presented so well that it can be used as a handbook ....

As you undoubtedly know the formal ad hoc committee in
which the Army is represented by Mr. R. H. Kent of the Aberdeen
Proving Ground and the Bureau of “rdnance, Navy Department is
represented by Mr. A. Wertheimer of that Bureau, is embarked on
a more general application of your techniques ....

I shall send a copy of your letter to Rear Admiral J. A.
Furer, USN, Coordinator of Research and Development, inviting at-
tention to the last paragraph with its broad offer of assistance
to the Navy. I will also make known your offer to several activi-

ties in the Naval Ordnance organization.

Very truly yours,

W. S. Parsons
Special Assistant to the
Director, CSRD



COPY Address reply to
Coordinator of Research and De-
velopment
Office of
The Secretary of the Bavy
and refer to initials and No.
SONRD : LPS :1mb
50 8191082
NAVY DEPARTMENT
WASHINGTON ’

August 19, 1942

From: Coordinator of Research and Development
Tos Commander-in-Chief (Readiness Division) U.S. Fleet
Chief of Production and Material
Bureau of Urdnance
Bureau of Ships
Bureau of Aeronautics
Bueau of Yards and Docks
- Bureau of Naval Personnel
Bureau of Medicine and Surgery
Bureau of Supplies and Accounts
Commandant, U.5. Marine Corps

Subject: Committee of Mathematicians in t he National Academy
of Sciences of the National Research Council.

Reference:(a) SecNav, letr. serial 300918 dated October 10, 1941,

l. In order to assist the National Defense Research Committee
in connection with certain abstruse problems which it is undertaking on
behalf of the Army and Navy, Dr. Frank B. Jewett of the National Academy
of Sciences appointed a Commitiee on llathematics. The Ixecutive
Subcommittee of the larger committee consists of Dr, (Harold)
Marston liorse of the Institute for Advanced Study, Princeton, New Jersey;
Professor lMarshall H, Stone, Department of Mathematics of Harvard
University; and Professor Griffith C. Evans, Department of Mathematics
of the University of California. All three are eminent mathematicians,
being "starred" in American Men of Science.

2., Dr. Morse writes "We should be glad to aid the Navy either
in problems of personnel or of research insofar as they involve applied
mathematics or mathematicians".

8, Problems so far undertaken by the Committee of Mathematicians
appear to have involved mainly exterior ballistics. It is probable
that other difficult mathematical problems will arise. If any Bureau
or Office desires the assistance of this Committee of Mathematicians,
it can obtain such assistance by writing the Coordinator of Research
and Development in accordance with the provisions of the Secretary of
the Navy's directive, reference (a),

J. A. FURER
Rear Admiral, U.S.N,
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THE INSTITUTE FOR ADVANCED STUDY
SCHOOL OF ECONOMICS AND POLITICS

PRINCETON, NEW JERSEY

Pebruary 21, 1949

Notes for Joint Meeting of School of Heonomics
and Politics with School of Humanistic Studies

Submitted by W, W, Stewart

The following items should be considered, They can be presented
in more detall orally &t ow next meeting. They range from definlte
outstanding comudtments through general understandings to conversations
that merely expressed intention., They might be regarded as uniinished

~ business,

1. Riefler, Since Alefler is now on leave of absence for a year, it
would seem appropriate that he should be advised what is under consideration,

2. iitrany. Dr. Eitrany, upon resignation from the faculty, was made &
permanent member, Actien by the Trustees at the weeting of Nay 23, 1946
was as followe: *After discussion of the recommendation of the School of
Feonomics mnd Politics concerning Professor David Mitrany, the Soard voted:
to appoint Frofessor Mitrany to peruanent mesbership in the Institute until
his retirement at age 65; to vacate frofessor Mitrany's professorship in the
School of Nconomices and Politics so that this cheir may be {illed by enother
scholary and, as of July 1, 1946, to discontinue payments by the Institute
on behall of Professor Mitrany's contract with the Teachers Insurance and
Annuity Assocliation., Tt was alsc understood that Professor Hitrany would
receive an honorarium of $1,200 for each vieit of four consacutive weeks
which he is able %0 make to the Institute during term time and that when
the time comes for him to take up permanent residence at the Institute as

a member, a suitable stipend will be provided for him out of the stipend

fund of the School which shell be incressed to cover this amount,"

Dr. Mitragy will be 65 years old in 1353,

3¢ Viner., Viner accepted & professorship at the University on condition
of membership at the Institute. He did not ask for permanent membership
or stipend, but has been reappointed annually., The arrangement has proved
useful to us, If he still desires meubership in the consolidated fchool,
his relationship to us should be recggnized and delined in the new setting,

Le John Cooper. ir. Cooper was made a mesber for U years in 1945. He be-
gen his work at the Institute in Pebruary 1546, when his first stipend was
paid, The financial srrangement is joint between the Institute and the
fockefeller Youndation., Ae a mesbership stipend he receives §4,000 from

/ the Institute funds and 52,000 from & Rockefeller grant, In addition to

this the Foundation provides (6,000 annmally for secretary, research sssis-
tant and travel,

b
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The present commitment for a 5 years' membership expires either in
1950 or 1951 depending on what is regarded as the effective date of be-
gimming. ‘The unexpended balance of the Rockefeller grant reverts to the .
Foundation on June 30, 1950, unless extension is requested.

5. Ansley Coale, A member this year on a two-year fellowship granted by
the Eo"&!g Science Hesearch Couneil and Nationsl Research Council jointly.
lenbership in the Tnstitute should be extended for the second year if
Coale desires,

6. Daniel Marx, Appointed to membership with stipend of $3,000 for the
your TOIO50,  Later he asked for a six months! postponeuent, or uaul
Pebruary 1950, He is a Professor of Zconomice at Dartmouth College, and
during membership would be on leave of sbsence. The title of his study
is "Investigation and Analysis of Shipping Conferences.”

7. F¥alter Schiffer, During two years of membership he was a (uggenheim
fellow, and later Decame & legal research sssistant to kr, Cooper. His
meabership was interrupted by illness, He is now revising a manuseript
entitled "The Legal Community" and the Juggenheim PFoundation is prepared

to provide a subsidy for publication if needed, As assistence %o him dur-

ing revision, we have agreed to pay §100 on completion of each revised
chapter, to be charged to the Hconomice Fund, &0 far {300 has been paid

and the total amount uade available was (1,200, This unusual mmgm‘

was made in order to aveid the linancial risk of renewed and prolonged illness.

8. Arnold %%. The Rockefeller Foundation made a Sw-year grant to the
Royal Ins International Affairs to enable Dr, Toynbee to complete

"A Study of History." He expressed a desire to spend part of each year

during this periocd at the Institute. He was here last year and will be here
again from March to June of this year., If there iz any question concerning

the continuance of this arrangement, Dr. Toynbee and the Foundation shounld

be advisedy if not, then perhaps the arrangement should be more clearly defined,

9. John Jewkes. Last year, when he was a professor of economics at Manchester
University, be wae invited to becowe & member at the Tnstitute for this yesr,
and accepted. Later he was appointed to a professorship at Oxford and did

not feel free to ask { or lesave during his first year. At the time it was re-
garded both by ue end by him as a postponement of mesbership, but with no
definite date set.

m. Sir H%gﬂ. For a briefl period he was one of the first mewbers of

onomics, He retires as Sarden of Nuffield College in July,
191;9. ¥e have had a standing invitation to him to come to the Imstitute when
he was free, if it suited his plans., The Foundation is now considering a
three-yoar grant to eneble him to continue hig studies in political economy
after his retirement from sdministrative duties, fome portion of this time
he might like to spend as a mexber of the Institute,
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11l. Professor lLionel Robbins, of London “cheol of Hconomics, was infor-
mally Tnvited To ©he Tnstitute as & member last year, but was not able

to arrenge his work at the London %chool so that he could accept, .
br. Robbins, who is about 50, has written a series of books, such as

The Creat ession, keonomic Planning end the International Order, The

tic 2 g 0 Gonilict, HConomic Causes of Lar, le served as
Tirector of

The Loonomle Tection of Office of War Cabinet, He is an old
and intimate friend of Viner's who would jein in recommending membership
for him at the Institute. If Robbins is to come we ghould send a definite
invitationy if changes at the Institute meke the invitation less appro-
priate, he should be advised.

12, Professor J. J. 8 er, of Duke University, is another instence of
invitation to membership could not be accepted at the time for perw
sonal reasons, In addition to being a general economist, he is a special
student of population problems and Notestein and his group at the University
have expressed an interest in having Spengler in Princeton for a period.

e expressed regret that he was not free to come o the Tnetitute and the
hope, without commitment, that he might come &t some later time.

13. #ilten Priedman. The National Bureau of Heonomic Research has been
engaged in a study of banking developmente inm relation to the business cycle.
Stewart snd Warren have been continuously in touch with this study and Stewart
is likely to contimue hig interest more actively alter retirement from the
Institute. From time to time we have said that if s satisfastory economist
could be found and it seemed appropriate, we would recomuend him for member-
ship at the Institute, while the Burean carried the burden of the statisti-
cal work, Professor Frieduan, of the University of Chicago, is now in charge
of this work. He seets our standards, and while no spplication for wmembership
is pending, our conversations have led the Dwreau to believe that we wouid
consider lavorably such an application if made.

ik, Dr, B. A, Gdldenweiser. Now in the third year of menmbership, the entire
pericd without Institute stipend. His contribution to the Institute by way
of seminar smd otherwise has been ¢unsidersble, He has completed one book
and is now engaged in writing another on Nonetary and Credit Policy in the
United ftates, Thies book will not be completed al the end of this academic
year., Should his mesbership be extended for une more yesr without stipend?

15, Herbert Feis., One year of membership was all that was originally cone

or Feis, By the end of this year he will have finished a rough
draft but not a final draft of his study of relations between Japan and the
United States. He has not raised the question ol renewal of membership, but
may later, depending partly on whether he wishds to take up residence in
Washington sgain, fe has made good use of Institute facilities this year
and perhaps the question of renewal of mesbership for him should be congidered.



16, Economies Fund, A fund for the use of the School of Economics was -
ereated in 19441 and renewed in 19llUS, as a result of matching grants
by the Rockefeller Foundation and kr, Basbergers At the time of the
grents, mention was mede in the application of the intention to int
additional faculty in the School of Zconomice, For this purpose 5000
(four years at £15,000) has been reserved in the fund, This was intended
to cover the expenses of professor's salary prior to the receipt of kr,
Bamberger's estate, There now remains in the fund £67,136,70., This matter
will be dealt with by the Director in consultation with the Foundation,
The reason for mentioning it here is that since the fund wes limited in
its purposes and scope, it remains unaffected by the merger of Schools,
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Renort to the Director on the School of Economics

1. Comnletion of the Corvorate Bond Project

,/’/ In = letter of Sentember 23, 19LL Dr. Carson of the National Bureau of
Beonomic Resesarch announces the comnletion of the Corvorste-Bemd Study and
exorecsses his anmnrecistion to the Institute for its particivation. This project

“";;E not only conceived and nlanned by Frofessor “iefler, who acted 2e¢ Chairman,
but it wes largely through his efforts that the several agencies vere brought
into cooveration and finencial susport obtained from various sources. In addi-
tion to this, for a long périod he varticinated actively in the decisions con-

e } | cerning methods and the form of vpresentation. As = result of the project,
we have the fullest collection of data on cornorate financing that hae ever been
assembled which will constitute & mine of information for years to come. The
Institute has a full set of the punch card records and conies of the six reports
on organization and methods. At the request of the National Buresu, three of
these reports were edited by Miss Wise.;)

Pl

“ws Already the results of the study are being put to use. Dr. Durasnd and

1

E Dr. Hickman, who oarticinated in the nroject as members of the Institute, have

i
i

*\\\made use of some of the results in their studies.

o. Studies by Professor Friedrich Lutz

Dr. Tutz's study of Cormorate Cesh Belances 1914-19%3 has been revised snd
will soon be published by the Nationel Bureau. Thie is another joint project

between the Hatinnal Buresu 2nd the Institute. Dr. Lutz has hed two clerical
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helners working under his direction st the Hationael Byreau, “who., in 2ddition
to making the original collection of figures, hawe done the necessary comnutatio%
and tyning. This study is a contribution to our empnirical knowledge of corvmorate
finance over a Z0-yesr period 2nd also an analyticel and intervretive : study of
monetary theory. With the ecompletion of this renort, Dr. Lutz will resume his
work on the theories of capital 2nd intereet, studies which he has had under way

for sometime.

3., Dr. VWelter Schiffer

Dr. Pchiffer is working on the first of his four chapters, which when com-
nleted will be a study of the relation between the development of international law
and the League of Nations. He has recently received inouiries frem two academic
institutions concerning possible avpointments. Since the term of his first ap-
nointment as a Guggenheim fellow is approaching exniration, unless that fellow-
shin can be renewed, it may he necessary for him to seek some positinn where he

eould combine either teaching or ressarch with the compmletion of his project.

4, Mrs. Bill

Mre. Bill's sopointment as Assistent in the School of Heonomics expired on
October 1, 194k and » memorandum has been given to the Director describing her
work over the entire neriod of her connection with the Institute. She has com-
pleted her first chenter on the cultural history of Russis, has submitted it to
a publisher and been offered = contract. She is making anplication for a Guzzen-

heim fellowship for next year.




B. Mr. Jonathan Mitchell

With the excention of a concluding chavter, Mr. Mitchell has completed
the first draft of 2 report on the Treaty fight in the Senate and is now in
nrocess of revising that draft. A first chapter has been received which is
not only a great improvement unon the original draft, but if the style can be

meintained, will make a2 most interesting report.

6. Mr. Richard P. Blackmur

Mr. Blackmur, on leave from Princeton, began his membership at the Institute
on July lst. Hie study of Henry Adams is nearing comnletion and when published
will be & book of five or six hundred nages. It is not merely a life of Adams,
but 2 criticel vnortrait and will be =28 nesarly definitive a2s such things can te.
He has been asked to write the chanter on Henry James in the forthcoming Literary
Hietory of the United States which is snonsored by the Americsn Council of
Learned Societies.

At the reouest of the Rockefeller Foundation, Mr. Blackmur has just com-
pleted a memorandum on literary critical megszines in America. It is possible
that the Foundation may want to arrance to have some younger man pursue this
study for a2 year with a view to bringing out a book on the subject. In that
case, the man selected might be asked to come to the Institute as member and

work under Mr. Blasckmur's direction.

Attached letters from Miss Koch and Dr. Everett, who this year received
Gueggenheim fellowshins, indicate their intentions to come to the Institute at
some later dste -- Miss Koch late in December and Mr. Bverett sometime before
Tebruary 1945. Since their studies are biogravhicel in charscter and touch on

subjects whth which Mr. Blackmur is familiar, the plan is that they should work

with him,
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The Americen Civilization Program at the University is another noint at
which Mr. Blackmur's work will touch both the Institute and the University.
This program is under the direction of David Bowers of the Philosophy Devertment

and Stow Persons of the History Department and we have had several conversstions

with them conceraning their plans for the program. lMembers of the Institute are

invited to attend any of the sessions that may be of inter~st to them. There
is no formal plan for cooperation between the Inetitute and the University, but

rather » field of common interest to certain persons in both institutions.

7. Studies in Finance

The Schnol of Economics has several olans for the nresent year which are

in varying degrees of maturity. Two nronosals have come from the Committee on

War Studies of the Social Science Research Council. One is a study of Public

Finsnce during Wartime and if Gordon Keith, who is now working at the Treasury,

can be relessed, he will be akked to undertake the study as 2 member of the

Institute. Another study provosed by the Committee is on the subject of Wartime

Banking end Investment, which would probably be a2 joint project of the Institute

and the National Bureau. So far we have not been able to find a satisfactory

verson who is free to undertake the study.
Another oroject in which Dr. Willits of the Rockefeller Foundation is
much interested is a study of the Corporation and sometime this sutumn a group

will be asked to come to Princeton to survey the field and make plans for

such 2 study. We have told Dr. Willite that we would be interested in such a

study with outside collaboration nrovided a2 competent full-time person could be

found to organize and participate in the work.A<

mW |
\\ i



Our »nlans for a continuing study of International Monetary Experience have

been held in abeysnce,again because of the difficulty of finding versonnel. Am

excellent revmort on this subject hae recently been orevsred by Ragnar Nurkse

of the League of Nations and it is a field in which Riefler, Warrea and Stewart

have all had opportunities for observations. Several of the people who have

been apnroached have expressed great interest, but are not at the moment free

to leave their nresent governmental nosts.

g/\_.__,___,——-’”‘""‘""——s-., s e

None of these nlsans have yet been discussed in detail with Professor

Riefler, and we have not yet had an ovportunity to learn what nlans he may

have brought back from London. Therefore 211 of these must be regarded as

tentative until we have had 2 chance for further conference.

8. Miss Elizabeth Horton

We have recently added to our staff Miss Horton who has taken over the

statistical and chart work formerly done by Miss Marjorie Miller and later by

Dr. Schiffer. We plen to reduce the burden of this vart of the work so that

e pvortion of her time will be availa ble for typing the various menuscripts
now in nrogress.

9. Miss Wise plane to prevare as soon as possible a complete record of the

School of Economics from the time it was first started and to include not only

2 list of members, but a financial revort of the uses made of the Rockefeller-

B amberger Fund.
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Introductory Remarks?! After finishing the first draft of the tudy on

cash balances it was my intention to analyse and contrast economic terms as
used by Accountants and Economists. This seemed to be a prerequisite for 4
further empirical investigation in the tricky field of corporate financial
statistics, My ottempt to undertake such gn atalysis soon convinced me that

a eritical discussion of the concevts used by Economists and Accountasnts would
as such be unsuccessful mainly because there is no agreement as to terminology
within the two grouns. The only procedure seemed then to incorporate what has
to be said on this geccount, into some kind of constructive analysis. As the
investment policy of firms is by far the most importent aspect of their activity,
the invectment vroblem was singled out for anslysis. This has the further
advantage that an empirical investigation is going on at Hillside on invest-
ments of individusl firms and of secmples of firms. The theo?ftical anzlysis
which I am undertsking helps the statistical investigation and the latter may
supply verificztion or mey force us to change the theory. It is the ultimate
aim of the research at Hillside to work out a series of monographs (to be
written by different people) on various aspects of corporate financisl behavior
which later can be comnrised giving the essence of the seriem of monogravhs.
This work would then be largely the empirical counterpart of the theoreticel
study I am now engeged in. In addition, the theoreticsl analysis will be a
sort of second volume to 2 critical history of the theories of cspital and
interest, of which I have done two-thirds previously and to which I will re-
turn once I have worked out a clear "positive" theory in this book.

My general idea is then to have

1. A criticzl history of doctrines of the last thirty years (not to
be worked on in 194L)

2. A positive analysis of factors determining investment snd there-
fore the demand for carital, which lesds to a theory of interest
if the supply factors are analysed also.



3. An empirime:l study of corporate investment.

Whether (3) is to be done by myself or only with my help is uncertain, o
In any case, I can draw illustrations from the work being done along these
lines end incorporate them into (2).

The following is & rough outline of (2) zbove.

As to the method of analysis: The vproblems are attacked with the weapons
which economic theory provides. But it is the aim to furnish empirical illus-
tretions whenever poscible and in addition to di=cuss the rules of thumb which
are og:: in practice in dealing with uncertainty of the future, the various
depreciation methods, etc. in the light of the theoreticzl analysis, The analysis

starts with e dursble consumer goodg(house) as the cimplest case that can be

found. <his part is roughly finished.



Chapter

Io

Outline of the Theory of Investment

Pert It The Demend for Funde

Investment in dursble consumer goods (represented by houses?

1.

Chepnter

‘he general answer to the problem: Comparison of the present value
of expected future incomes with building costs.

The problem of the dursbility of the consumer goods (influence of
interest rates, rent and costs).

Similarly: oproblem of size.

The prectical rule that the investment should be written off in g
given number of years,

8.

'b.

Its effect on expected profitability and therefore
investments.

Comparison between the effect on investments of changes

of costs, of interest rate, of rent and of the change

of the amortizstion period. Interest rate and amortisation
period the most important factors for investments in house.

The effects of deprecistion methdds on yearly nrofits and profit
rates

IT,

The economic lifetime of industrial equinment

Se

b.

under conditions of correct forecasting of the future

under dynsmic condition! 1in particular the effect of
obsolescence

economic lifetime =nd depreciztion methods.
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Chepter III
Factors determining investment:

2. The choice of the productive technique (degree of
mechanisation involving different amounts of capitel).
Choice dependent on size of market, wages and interest
rate.

b. The choice of the size of the plant under monopoly and
competiticon (Both (2 and (b) should give the demsnd
for cepitzl for investment purposes. Under both he=dings
attention will be pzid to the influence of taxes.

Chepter IV,
The effect of uncertzinty on industrial investment

a. The effect of technical progress (obsolescence). When does
Bl it pay to scrap an old investment?

b. The denendence of investment on the degree of technical pro-
gress,

c. The rule of thumb applied in industry to desl with uncertainty
and obsolescence,

Chavnter V,

Investment and disinvestment in different periods of the cycle. ("short
period" analyg}s). - . s
Woptes V- 14 snetliocts o frmam ety
e Stocks vs. long-term credit vs., short-term credit and retained

earnings

Influence of risk and costs of funds on the method of providing
funds.

"Pinencial Standards" Is there any rationale behind them?

This chepter serves to csplit the demand for capital into its
different forgm.



Part II - Supply of Funds

Chapter I
1. TFactors determining individual saving
Wi,
2. What determines the form the investment of individual savings
takes !
Chapter II.
Corporate savings
What determines how much of its earning business retains. X

Chgpter III
Institutional Savings®
1. Amount supplied

2. Channels of investment

Pary III,

This part is to draw the results 6f Part I and II for demand and supnly
on canital merkety for the relation of different compartments of the capital

market and for the structure of interest rates,
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September 28, 1944

Dr., Falter W, Stewart
Professor of Economios
Institute for Advenced Btudy
Princeton, Wew Jersey

Dear Dr. Stewarts

We are glad to report that the Corporate “ond Study of the
Hational Bureaun of Zconomic Zesearch, im which your erganization pare-
ticipated 28 & cooperating zgency from 1938 to 1941, has now heen com-
plated.

You will recall that the Study was conducted as a WPA project,
sponsored by the Federal Deposit Insursnce Corporstion and supervised
by the Pinancial Rescarch Program of the National Bureau of Economie
Rezearch with the active cooperation of a group of interestsd publie
agenciaes and private institutions., The objective of the study wus to
develop primary materisls that would be useful in studying the behav~
ior of the hond market,

The Study compiled six records: The Record of foerinfs con=-
tailning certain basic data on the arproxisately 25,000 domesntic indus-
trial, railroad and -ublic utiiity bonds described in the menuals as
outstanding during some part of the 39-year pericd; the Record of Issue
and Bxtinguisiment Charscteristics contalining mueh more detailed in-
formation on a asmple of 4,500 bendsy the Default Record comprising
intensive duta on the 1,000 bonds in the former Becord whieh defeulted
some time during the periocd;with spproximately 2,300 bonds and the
Honthly Record with 300 bonds, sach of which presents datea on amounts
outstanding and yields a2t regalar intervals ever the veriod 1900-1940.

Az a final step in winding up the alfairs of the study, we are
transmitting under ssparate cover a full set of the documents prepared
by the staff of thae Btudy for the riles of your orgenization. They
eoansist of the following flve memorandal

Part 1 ~ s by Bareld G, Praine

ani of three volumes of primary statistics:



Volume I - atist ‘ ferin
VYolume II -~ Sta

Volums III - ati: Defa 4 Issues i

The cooperating agencies entitled to punched carlis under the
original project arrangements huave received the eards for the latter
three racords. Upon completion of the punching of a master set of
gards from the Periodic and Annual Records, dublicuts sets may be
reproduced for the Ciles of such agencles.

The Netional Suresu is custodian, on behalf of the FDIC, for
the files and records of the Corporate Dond 3tudy, and these ars now
deposited at the Hillslide quarters of the National Buresu, where
they are aveilable to the cooperating sgencies. The National Buresu
is now taking steps to bring the records up to date from 1938 on.

We wilsh to remind you of the sgreement among the participating
agencles that any snalyses which one agency may make frow the Corpor-
ate Dond Study éata stould be made available upon completion (whether
published or not) to ll the other agencies,

The Buecessful cowpletion of this project 1s & matter of special
gratificahﬁgn to the National Buresu. It has proved a far more com-
plex undertaeking that anyone anticipate’ at the start, Cordial and
genercus gosperation waa recelved from all the participating agencles,
and we desire Lo take thuls occasion to express our appreciation of the
support and help of your azgency and its staff. Dr. Winfield W, Riefler,
who served us Chairman of the Committee on the Corporate Bond 8tudy,
and Dr, David Durand and Dr. W, Braddoek Hickman, who were members of
the staff, were particularl:s helpful and we are very grateful for their
services, ‘ .

Sincerely yours,

¥illdan J¢ Curscon, Vice Chalrman
Committes on the éarporatm Bond Study
Finencisl Research Program
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January 10, 194§

Neapr Franks

Two mattiors have come up oa which we may need %o aat upoa in
your abaence. Ome conceras C. ¥. Zverett, who !s atill at work
at the “assnchusetts Historleal Seslaty, dut wio nseds some finan-
eial ageistance for clerical work snd eopylag. 1 took the matter

- up with David Stevens at the Toundetion and he 1s arranging a

grent-in-aid. fiveredt would 1ike the Inztilute to act as hie
sponsor and a frrmal anpliestion should »robably be seat to
“tevens before you returs. I you avprove of making the applices
tion, would you indicete whe you would like %o mske the recoest
on your bshal{.

The other matter is an inquiry from the latiomal B,roag of
Zeohomie Research ae to whether the Inetitute would 1ike to be
included in the list of institutions vhich nominate directors
of tha Jational Buresu. There are only a limited numder of uni-
versitiss and other schelarly organizations which aet in this
canneity and Both Flefler snd I fee) that thie inguiry from the

- | Buresu 18 o proper recognition of the relationship which now exiete
' betwesn the imstitute =ad the Puresu, Tha sanual mesting of the

Buresa i sehoeduled for “edbrusry ”6th and cetion would de teken
by the Dosapd at that zsoting. Ve do not st this time mesd o
nowinate a diroctor, but sersly indicets our willlngnens to do #0
after the Board exteads the lavitatlom %o the Institute. I you
anprove, we would lile to assure than of nur mocertancs of the
iavitation and then, after your returs, »ass wron the ratter of
who should bve nomiasted as o direstor.

Thie evening we are having a dlaner for Copland and some of
the out of town guests, Co many declinctions were roceived for a
v-riety of rescons that the groap wae much reduced in elze and
the ngenda 2bbrevinted. Ve are eorry you cannot bde hers for our
evening meeting, but hone rou are laving a oroper vacation.

Sincerely,

Dr. Preank Agdeletts
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Mr. Frankfurter thought that the director's ob-
servations on the proposed school of politics and economics
stated the dilemma inherent in grappling at once fruitfully
and honestly with the problems of society as an intellectu-
al pursuit. All talk about science in connection with the
so-called social sciences 1is ﬁisleading if we mean anything
more than the temper of mind which seeks to be as objective
and as disinterested as possible and unconcerned with im-
mediase reforms and the practical settlement of day-to-day
social problems. Essential to this temper of mind is aware-
ness of the biases, the predilections in which all of us
are implicated and the unconscious deflections of which we
can only guard against by consciousness of them. In a word,
in dealing with social problems, that is the whole fieid of
politics in its broad sense, we must endeavor to pursue pure-
ly intellectual ends, at the same time that we are concerned
_with the most controversial issues of our time.

| For disintergitedness in the sense of abstract po-
litical problems is to the extent that it is attainable alto-
gether fufile. It is highly significant that the great con-
tributions to political science were all contemporaneous docu-
ments, that is, they dealt with the contentious issue of their
time and were directed towards the promotion of definite po-
litical views or goals. Hobbes, Locks, Montesqujeun, the Fed-
eralist, all were, as it were, contributions not in abstracto

but in the context of their time, and of course the same is

true of Adam Smith's Wealth of Nations.

Crbnoe L, bve D ) VAL
.
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And so in our time we must deal with issues which,
however scientifically framed, are enmeshed in an emotional
matrix. In this field we are largely still dealing with slo- ;
gans. These sloggns undoubtedly express truths or desires
relevant to the time of their origin. These partial truths
were then generalized}into universals, as is the way of man,
and were floated down the tide of tradition, so as to become
in themselves powerful forces in men's thinking and action.
To that extent I do not think it is helpful to suggest that
po}itical science today is comparable to clinical medicine.
After all, despite all the obstinacy of tradition that en~
counters the pioneer in medicine as in all other fields of
human endeavor, in any event the obstructions that meet the
medical scientist are not those pervasive and permeating
emotions and presuppositions that are the very air and in-
terest of man's economic and social life.

And so I believe that the most hopeful mode of
attack, if we are to be true to the spirit of sqience in
the field of politics, is historical. By that I mean a
painstaking anal;;;tinacious endeavor to analyze the fight-
ing slogans and the rallying cries that give rise to mass
loyalties. For all our current terms like "individualism"
and "regimentation" and the "profit motive" have a history,
were born out of a particular environment or a defined state

of society and have been carried over to environments quite

different from that of their origin. This means not only



history in the ordinary sense of the term, for adequate his-

]tory implicates psychological, statistical and legal factors

l o

indispensable to a just understanding of economic anéd politi-

cal institutions.

In politics, unlike mathematics, there are no half
dozen or three or four recognized great men whom one can col-
lect into a great faculty of politics. Mr, Frankfurter thought
that the great men must be made, as it were, that the Insti-
tute must tufn to youngish people and develop them fhrough
their actual pursuit under favoring circumstances of problems
in politics of major moment. To this end it is important to
bring together a group of people who will have a certain har-
mony of purpose and more or less common conception of the
task to be pursued. For one cannot bring together a group
of individuals not selected with relation to one another and
expect a harmonious interplay of minds. To that end it seemed
desirable to Mr. Frankfurter if possible to invite a promising
collection of political scientists and economists for a long
enough period, say half a year or a year, for purposes of in-
tensive discussion of what the problems of political science
are and how they are to be pursued in the hope that thereby'

the desirable group of distinction will reveal itself.
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Jenvary 15, 1945

Memorandum

Yo: Dr. “ydelotte
From; W, W, Stewart

Subject: Bulletin announcement

You 28ked me to furnish you with brief statements ecomcerning

Wilmerding snd Lverett which might be used im the fortheconing

Bulletin.
1. Wilmerding

My, Lucius ¥ilmerding, Jr., whose appointment =s a member
of the Institute begins liarch 1545, will complete his his-

' tory of the govermment sccounting of fices, a sequel %o his
book om the history of the efforts of Congress to coatyol
expenditures.

2. BEvere

I am attaching an intercsting letter from Professor “Larles
W. Everett and a copy of my resvonse to him. You will notice
that he hopes to spend the momnth of lMarch at Princeten.

Since his stay will be of such short duration, my inclination
would be o regard him as a visitor rather than a member. If
it should turn ont that he made recurrent visits or stayed
Yonger, we could include him in the next Bulletin with a
fuller statement of his work.




Januery 9, 1915

Memorandum
To: Dr. Aydelotte
From: W. . Ltewart

Subjeet: Institute Bulletin - School of Gconomics Statement

A redraft of the Bulletin s$atement,!o¥ ths “chnol of Hconomics is
attgcheﬁ. In general it follows your draft but omits a few points and ex-
oands others. .

Comments on points numbered in the margin of your draft:

(1) Mitrany: Are we sure "the Committee was organized by .the
Duteh government"? Or 4s it only consulted by the govern-
ment? My imopression was that Mitrany's arrangement: ware
made direct with Lever Brothers.

(?) Warren feals that the roference to his Austrian mission mizht
have to be omitted unless it had actualizod by the time the
Bulletin coes to press.

(7) The statement concerning the Cornorate Bond Prcject so
nearly duplicates what wae said im Bulletin 10, p. 1Y, that
I have omitted it from my draft.

(1) Your parazraph about my plans unfortunately refers more
aceurately to Friedrich Lutz than to me. 1 have used part of
it later in deseribing Lutz's onroject.

(5) My araft gives 2 brief statement concerning the work of esch
of the members of the School during 19U2-Ll and I have put the
deserintion near the beginning of the statement. The present
draft makes no reference to the fact that we expect Lucius
Wilmerding, Jr. to join us by March lst, 1945,

My draft needs smoother phrasing, dbut I submit it to you in its present

form as a suggestion for content and arrangement of material.
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A Schnol of Roeonomics and Politice

The members of the Iaculty of the School of Xconomics and FPolitics
have been engaged in various forme of important war work. FProfessor
Risfler returnsd from Loadon in the autummn of 1944 where he had served
for two ycars as Yinister to Inzlaoud in charge of Zconomie VWarfarse.
Frofessor liltrany, on leave since September 1939, was first on the staff
of the Royal Institute for Intermational Affairs, Balliol College, and
more rocenbly has acted as political adviser to a commitiee studylng post-
war problens. Professor v"arren 2nd “rofescor Stewnrt have been vert-time
advisers to tha Treasury ~epartment iﬁ Washington, with special roference
té the relation between fiscal operntiomns and the banking system. For the
current year “rofessor “arren has been gronted a leave of absence so that
he may Jjoia a State Departument mission to Austria. Frofessor farle is
aerving part-time as adviser to the Army Air Iorece.

the work of the Sghaol of Hosnomioss,

Daring the years 1942-Ll, /though grestly affected by the war, was
continued along the lines of earlier years. The scope of the work is
indicated By the various studies pursued by the membera of the School. Ur.
David Jurand, “Dr. ¥, Braddock Jiéxma and »: uluraawe Long gave up their
membarshipe in the Institute to enlist in the srmed services. Before leav-
ing Dr. Durand complated his investization of the Basie Yields of Corporate
Bonds, 19001942, whick was published by the Natinnal Byreau of Zconomic
Resesrch in June 1942, Ag the time of Pr. Hickman's departure, he had

finished an mnalysis of the term structure of intersst rates, a study of

why short-tsrm rates vary as they do in relation to long term rates; also he
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had drafted » revort on indereet structure snd war financing, making com-.
varisons bstween the two world ware snd considering the nmblems 2nd techni-
anes of gontrol. Dr. Long, during the tws yanrs of hie membershin, was
engeced in o mnjor study of the masmitude =nd somnositinon of unemnloyment and
the chenges in the lnbor force in thie counbry over the nast three decedes.

Some part of his findinge, The Le2bor Force in Wartime America was published

in ¥arch 19%Y by the ¥ntionnl Buresn of Weonomic B search.

Professor )

/B#. Frisdrich A. Lutz, for twe yeers a member of the Institute, on leave
/ frem Princeton alversity, 1z engered in a study of the theory and nractice
af investment, in which the theoretical =nalysie ie checked emmiricslly both
by evaileble etatisticel data and wherever nossible by the rules snd nractices
of those vho make the actual decisions concerning canital expenditures. These
studies, like the studies already refarred tn, are n coonerstive undertaling
with the Eational Byresu of Teonnmic Resesrch. Dr. Iuntz's etudy on "Cornorate
é Cagh Balances in Monufaeturing and Trade, 1912-19U3" will be nublished by
the Buresn early in 19h5.

¥Mr. Jonathan Mitchell is bringins to commletinn his venort on the
struggle in the Somnte over the Treaty of Versailles. Mrs. V. T. Bill,
wn was engared on o study of the socisl and eultursl history of Russina,

o @ Guup ol U Guatotuals,

ai0 gove ssveral lectures on the oubjectA?nd condneted a gpa¥t class in the
Ruseian lasngusge. Dr. Yalter Schiffer, 2 member of the School of Heonomics
on a Gyggenheim Fellowship, ie oreparing a study on the conflicting theoretical

fdeas underlying the origin and activity of the League of Nations. This

stuady was interruvted by his apvointment to a reeesrch position in the field

of international administration at Syracuse University. Dr. Adrienne Koch
)
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elso 2 Ougeenheim Fellow, is etudying the soelal vhilosophy of Jefferson,
Mpdison spd Monree ac exvreseed both ip their wrlting s2rnd in their hehavior
2g st»tesmen. Mr. R, P. Bleckwmur, on leeve from Princeton University, 1s
gomvleting hia study of Henry Adams.

Durinsz the paat two yeare geveral conferences pave bheen held =t the
Institute. The Americen Weonomic Matory Aseocintion held ite Fall neetinse
both for 1943 and 194N in Princeton. In the summer of 19147 Sir Willism
Beveridge wns invited to the Inctitute to ment with a groun of economists,

- o La
both Fnglish and Americen, to discuss the problems of rocial cecurity. <*“he

Lengue of Hations Delesstion on Heonnmic Denresaions, of which Professor
Tiefler is Chairman, held a series of meatinee in the sutumn of 19uh snd

early in 198,

. After the war the School of Beconomics plons to initists studies in
infernatinnnl rolitiecal and economic problems in connection with which the
veried war exveriences of the members of the School mesy be useful, This

vill include studies in pudblic finance during the rerind of the wer, wartime
baéking and investment, ~nd internstional mometary exnsrience. These nrn%ocfs,

% however, must remain tentative uniil suitably prevnsred scholars widd GAL

agein v free to undertsie them,



January 9, 1945

Memorandum
To: Dr. Aydelot te
From: W. W. Stewart )J‘ALS

Subject: Institute Bulletin - School of Economics Statement

A redraft of the Bulletin statement for the School of Economics ;s
attached. In general it follows your draft but omits a few points and ex-
nands others,

Comments on points numbered ian the margin of your draft:

(1) Mitrany: Are we sure "the Committee was organized by the
Dutch government"? Or is it only consulted by the govern-
ment? My impression was that Mitrany's arrangements were
made direct with Lever Brothers.

(?) Warren feels that the reference to his Austrian mission might
have to be omitted unless it had asctualized by the time the
Bulletin goes to press.

(2) The statement concerning the Corvorate Bond Project so
nearly duplicates what was said in Bulletin 10, p. 14, that
I have omitted it from my draft.

(4) Your paragraph about my plans unfortunately refers more
accurately to Friedrich Lutz than to me. I have used part of
it later in describing Lutz's project.

(5) My draft gives a brief .statement concerning the work of each
of the members of the School during 19uU2-U4 and I have put the
descrintion near the beginning of the statement. The present
draft makes no reference to the fact that we expect Lucius
Wilmerding, Jr. to join us by March 1lst, 1945,

My draft needs smoother phrasing, but I submit it to you in its present

form as a suggestion for content and arrangement of material,



1
SCHOOL OF ECONOMICS AND POLITICS

The members of the Faculty of the School of Economics and

Politics have been greatly in demagd for important war work. Peres—
sor Riefler has Just returned from two years' service as minister

to England in charge of Economic Warfare. Professor Mitrany remains
on leave of absence in England as political adviser on postwar
problems to a committee organized by the Dutch Government. Prof-
essor Warren has been granted leave of absence in order that he

may Jjoin a State Department missicn to Austria. CFProfessor Earle

is serving part time as adviser to the Army Air Force, and Professor
stewart serves as adviser to the Treasury.

Nevertheless, theoretical and factual studies of economié
and political phenomena have been continued actively by members of
the school. <The corporate bond study of the National Pureau of
Hconomic hesearch Gaw-wirerrProfessmrritefbgiomsonieamansoe et rmems
has now been completed. This prgject was not only conceived and
planned by Professor niefler, who acted as Chairman, but it was
largely through his efforts that the several agencies were brought
into cooperation and financial support obtained from various sources.
In addition to this, for a long period he participated actively in
the decisions concerning methods and the form of presentation. As
a result of the project, we have the fullest collectjion of data on

g - o celleolion
corporate financing that has ever been assemble%(which will consti-
tute a mine of information for years to come. The Institute has a
full set of the punch card records and copies of the six reports

on organization and methods. t the request of the Matiocnal Bureau,

—~
three of these reports were edited by Miss Wié;. Already the re-



sults of the, study are being put to use. Dr. Durand and Dr. Hickman,
who participated in the project as members of the ‘nstitute, have
made use of some of ﬁhe results in their studies.

Professor ngﬂﬁpt is actively at work on a study of the
theory of investment in which the statistical results of the
studies at Hillsdde will be used to check his theoretical analy-
sis. The series of monographs on various aspects of corporate
financial behavior planned by the National Bureau will be the
empirical counterpart of this theoretical study. This volume on
the theory ol investment is planned by frofessor Stewart as a kind
of introduction to a critical history of theories:of capital and
interest which he now has in preparation. The problems attacked
in these two works are timely in that they are esséential te any
fundamental understanding of the Working of the capitalist system.
While theoretical in character, they have the advantage of being
based upon a vast amount of concrete, factual data collected during
the last few years by the “ational bureau.

F'or the academic year 1945-46, the Economics faculty of
the Institute has under consideration several studies in finance,
including public finance during the period of the war, wartime
banking and investment, and international monetary experience.
There is also under consideration a comprehensive study of the
corporation as a social instrument. <These projects, however, must
remain tentative until it becomes clear whether suitably prepared

scholars can be secured te undertake them.



During the present academic year 1944-45, Dr. Lutz hsas
completed his study of corporate cash balances, 1914-1943, in
cooperation with the National Bureau and will now resume his work
on theories of capital which he haé had under way for some yearsf
Dr. Schiffer's work in the relation between the development of
internafional law and the'“eague of Nations has been interrupted
by his appointment toc a research post in the same field at
Syracuse University. Mrs. Bill, whose appointment expired on
October 1, 1944, will embody the results of her woerk at the Insti-
tute in a book on the cultural history of Russia. Mr. Mitchell
is now making the final revision of his report on the fight in

PR}

the Senate over the Treaty of Versailles.

.

the School this year include several who

gk -

Hew membe

"
w

8}

working on topics in the background of American history.

W
H
@

Mr. Blackmur, who is completing a book on Henry Adams, Miss Koch

a

who is working on Jefferson, iladiscn, and Monroe, and Mr. Everett

e
u

)
/ who

'the state, are all present or past fellows of the uuggonhei%L
(a.ﬁ',‘ s{a&ua

making a study of the American scholar and his relation to

Foundation. After the war, the School of Zconomics will w-&eeme

in international, political,
and economic problems in connection with which the varied war

experience of the members of the staff may be useful.
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III
SCHOOL OF ECONOMICS AND POLITICS

The members of the Faculty of the School of Economics and
Polities have been greatly in demand for important war work. Prqfes-
sor Hiefler has Just returned from twe years'! service as ministar
to Englund in charge of Economic Warfare. Professor Mitrany remains
on leave of absence in England as political adviser on postwar
problems te a committee organized by the Putch Government, Prof-
essor Warren has been granted leave éf absence in order tnat he
may Join e State Department missica to Austria. Professor Earle

is serving part time as adviser to the Army Air Force, and Professor

viser to ths Treasury.

o
£

Stewart serves as
Nevertheless, theoretical and factual studies of economic
and political phencmena have been continued actively by members of

the school. <+he corporate bond study of the Nationmal Pureau of

Bconomic Kesearch
has now been completed. This project was not only concelved and
planned by Professcr fiefler, who acted as Chairman, but it was
largely through his efforts that the several agencies were brought
into cooperation and financial support obtained from varioﬁs sources.
In addition to this, for a long periocd he participated aétively in
the decisions concerning methods and the form of presentation., As
a result of the project, we have the fullest collection of data on

— o batlscleonr
corporate financing that has ever been assembled which will consti-
tute a mine of information for years teo come. The Institute has a
fulli set of the punch card records and coples of the s3ix reports
onn organization and methods. At the reqguest of the National Bureau,

three of these reports were edited by Miss Wise. Already the re-



sults of the study are being put to use. Dr. Durand and Dr. Hickman,

who participated in the project as members of the +natitute, have

made usé of some of the results in their studies. .
Professor Stewart is actively at work on a study of the

theory of investment in which the statistical results of the

studies at Hillsd&mgéwill be used to check his theoretical aﬁaly~

siz. The series af‘mwncgravh' on various aspects of corporate

financial behavior planned by the National Bureau will be the

i3

empirical counterpart cf this theorstical study. This volume on

the theory o’ investment is plannsd by Frofessor Stewart as a kind
of introduction to & critical history of theories 05 capital and

interest which he now has in preparation. The problems attacked
in these two works are timely in thuat they are esaen@ialfQGfﬁ&

fundamental understanding of the working of the capitgiigf%system.
While theoretical in.chéracter, they have the advantage of being
based upon a vast amount of concrete, factual data collected during
the last few years by the “ational Bureau.

For the academic year 1945-46, the Economics faculty of
the Institute has under consideration several studies in Cinance,
including »ubiic finance during thé period of the war, wartime
banking and investment, and international monetary experience.

There is also under consideration a comprehensive study of the

f

corporation as a social instrument. Thess projects, however, must
remain tentative until it becomes clear whether suitably prepared

scholars ¢an be secured toc undertake them.
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. During the present academic year 1944-45, Dr. Lutz has
compleﬁed his study of corporate cash balances, 1914-1943, in
cooperation with the National Bureau and will now resume his work
on theories of capital which he has had under way for some years:
Dr. Schiffer's work in the rslation between the development of
international law and the “eague of Nations has been interrupted
by his appointment to a research post in the same field at
8yracuse University. Mrs. Bill, whose appointment expired on
October 1, 1944, will embody the results of her work at the lnsti-
tute in a book on the ;ultural history of Russia. Mr. Mitchell
is now making the final revision of his report on the fight in
the Senate over the Ireaty of Versailles.

Hew members of the School this year include several who
are working on topics in the background of American history.
#r. Blackmur, who is completing a book on Henry Adams; Miss Koch
who is working on Jefferson, Madison, and Monroe, and ¥r. Everett
who is makihg a study of the American scholér and his relation to
the state, are all present or past fellows of the Guggenheim
Foundation. After the war, the School of Zconomics will
ATt R St Lol Sl S did b desdped  in international, political,
and economic problems in connection with which the varled wam

experience of thes members of the staff may be useful.
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Evolution of the Marshall Plan

March 1:

March U

Mareh Y42

March 5t

March 12¢

March 19:

Maych 213

April 3

April 22

April 30:

May 8:

U.S. asks Britain to continue militery and econmomic aid to Creece and Turkey
while 1% considers waye of helping Britain cerry out ite committments in
those two countries.

State Department revesls urgent appeal from CGreek Government signed by
Premier Maximos and Forelgn Minister Tealderes for immediate aid in the
form of food, funds, arms, and technicians, te help recenstruction, avert °
famine, and resitore peace to Oreece. 3Britain has aslready disclosed that
it eannot continue ite aid beyond March 31.

Marshall announces that Oreece's economiec condition has "deteriorated to
the verge of collapse® and urges economic aid.

Britain informe State Department that 21l British troops will be withdrawn
from Oreece by the end of the summer if the U.S. agrees to mssume primary
responsibility in Greece.

Truman speeks defore joint seesion of Oongrees to outline & new foreign

policy te combat communism and as & start aske for $400,000,000 for Greece

and Turkey. He does not mention Russeia by name but makes it clear that thie
progrem is decigned to stop the extension of Soviet influence in the Middle Bast.

House Forelgn Affeirs Committee relesses a $350,000,000 post-UNERA relief bill
for Greece, Italy, Fungary, Poland, Austris, and China filled with tight restric-
tions to prevent the use of relief goods to further political idealogies.

Each nation wanting relief will have to sign an agreement to live up to

rigid stipulations.

Acheson, before the House Foreign Affalrs Committee, says that U.5. security
would be endengered if Communist-doninated governments were installed in
CGreece and Turkey.

Senate Foreign BHelations Committee approves Fresident Truman's $400,000,000
progren to ald Creece and Turkey by a vete of 13-0. It adopts a provision
empowering the UN to step such ald or to take it over at any time it feels
abdle to do so, New emendment! Fresident can stop any or all aid:

1. If the UN notifies him to do so.

2. If requested to do so by Gresce and Turkey.

3. If he fedls that 1ts purpose has been satisfactorily
accomplished,

Senate passes Oreek-Turkish ald dill authorizing!
1. $4%00,000,000 to be spent in Oreece and Turkey.
2. Military equipment to Greece and Turkey.
i. Military and navel missions,
. Obaervation by U.S. offieials and freedom of reporting
by UV.S. correspondente.

Porter report released by State Department urges $300,000,000 in U.S5. aid
to Creece until June 30, 1948, It almo recommends & five year reconstruction
program to cost $350,000,000 financed internally with U.S. and other foreign aid.

Acheson speaks at Cleveland, Mies., recognizing the need for further emergency



May 9t

May 14:

May 151

May 20:

nau

financing of foreign purchases "in areas where it will be most effective
in building world political and economic stability.®

House votes 2£7-107 to pess the Oreek Turkish aid bill of $400,000,000.
There will be en immediste $100,000,000 RFC advance pending appropriation
of the full amount later. The bill as passed empowers the UN to halt the

program if 1% so desires.

U.8. Congress makes $350,000,000 available for relief to war-torn countries
in Jimrope and Asia to replace UNRRA after its termination on June 30. The
House previously had tried to trim this sum down to $200,000,000 bdut was
unsuccessful.,

Congress sende esmended Ureek-Turkish aid bill to FPresident. Greece will get
$300,000,000 - half for the Army and helf for relief and rehabilitsation;
Turkey will get $100,000, ntirely for military purposes.

Harshall tells a press conference that the Administration plans no more
appreals to Congress for the present to back the Trumen Doctrine. He adds,
however, that the War Department will seek $78,000,000 for rehabilitating
Soufthern Xorea and that his new planning steff is surveying world past-war

g an o o veGopomic needs,

Hay 21:

May 22

May 26!

May 31t

June 5!
447

June 12:

June 183

June 22!

Congress completes action on the $350,000,000 foreign relief bill and sends
it to the Fresident, Congressmen stress that no further funds for foreign
relief will be considered at this sescion, but Dean Acheson says in an even-
ing broadeast thaet the U.S. must contimue to spend billions in the next two
years o help other nations avert economic collapse,

Trumen signs the Greek-Turkish aid bill,

Pitzgerald reports thaet the food eituetion in Eurepe is growing worse and
the U.8, muet rush "maximum® quantities of food to Surope thies summer %o
prevent widespread viclence and rioting.

Truman signs energency relief bill for $350,000,000 to war-torn countries
in Burope and Asia and delegetes the administration to Secrefary Kershsll.

Marshall speake at Herverd outlining a program for U.S. ald to Furope con-
ditioned on maxisum possible self-help and presentetion of a consolidated

preogram,

Benjamin Cohen spesks at Long Beach, California, estimating Burope's needs
for the next three or four years to bhe 31‘ to $2% billions.

Clayton appointed to explore the possibilities in Burope of developing a
unified program among the ELuropean states,

American Congress cute off relief to Poland and Hungary on the grounds that
they have ylelded to Bussia bdut & motion ie defeated that would deny aild to
all countries that fail to cooperate in the Marshall plan.

Truman creates three committees to study the relationship of the foreign =21d
program to the domestic economy. The plan is approved at 2 bipartisan con-
ference of Democratic and Republican leaders and Cabinet members as an



June 27!
July 2!

July 15%

July 21:

July 28:

July 29:

Aug. 6!

Aug, 228

Sept. 3!

Sept. 10:

Sept. 11:

- T -

extension of the Marshall plan, The committees are!
1. Krug Committee to study the state of U.5, resources.
2. Counecil of Lconomic Advisors to study the impact of a foreign
aid program on the domestic &conomy.
3. Harrimen Committee to study the 1limits of assistance and the
relation of assistance to the domestic economy,.

©

Paris Conference begins attended by Molotov, Eevin, and Bidauvlt.

Molotov abruptly departs from the Paris Conference after the Big Three fail
to agree, DBrisain and France announce intention to proceed without Russia,

The sixteen nation Paris Conference adjourns after & four dsy session during
which it established a sixteen member Committee of European Economic Coopera-
tion and four sub-committees to work out & four year recovery vrogram by
Septemver 1, The Committee will present a statement of its needs to the U.S,

Truman declares in his mid-year economic report to Congress that the Markhall
plan is "at the core® of U.38. foreign poliecy, and that although we are exper-
iencing unprecedented progperity, caution is required. The report shows that
nrices levelled off in the second quarter of 1946 but 1% warns of the inflat-
lonary dangers in the short corn erop, overpricing in the construction field,
and in the shipment of goods for which there is a heavy domestic demand.

Representative Halleck, Fouse majority leader, referring to the Marshall plan
end the Truman Doctrine, states that the Kepublican controlled House wants to
be recognized by the executive branch as a "full-fledged partner" in conduect-
ing foreign affalrs; that the House Republicans want no more surprises such as
were given with the enunclation of the Truman Doctrine and the Marhsall plan.

Pollowing up the demand for a “"full-fledged partnership" in foreign affeirs,
Republican leaders of the House select personnel of the nineteen member group
under Herter that will investigate conditions in Furope.

Under-Secretary of State Clayton concludes a three day conference in Paris
with three American ambassadora, Jefferzon Caffery, Lewis Douglas, and Robert
Murphy, on Zurope's economic problems, The prevailing view! a special session
of Congress should be called in the fall to act on emergency measures or
executive action should be taken to help Hurope through its crisis,

The first draft of the Buropean reconstruction program under the Mershell plan
ecalls for $29.2 billion in U,S. aid in the next four years, The Balance of
Paymente Committee of the luropean Economic Cooperation Commiszion in Paris
will try to reduce this to $20 billion.

Lovett says Western Europe's econmomic plight is getting worse faster than ex-
pected and that American rescue may be required before the Marshall plan can
be put into effect. This starte some speculation that the Truman Administra-
tion may seek Congressional action.

Marshall states in & news conference that Burope needs American sid by the end
of the year, and that interim as well as long-term aid is required.

The bull market in grain futures in Chicago breaks after wheat hits an all
time high. The Chicago Bosrd of Trade raises the margin to 45 cents on corn



Sept.

Sert.

Sept.

Sept.

Sept.

Sept.
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and wheat effective Sept. 13. Other grain margins are boosted after Sen~
ator Flanders demanded that margins be raised to 100%.

15: Commodity Exchange Authority asks nation's grain exchanges to establish a
33 1/3$ margin on speculative trading. .

17: President of the Chiecago Board of Trade refuses to try to control prices
by manipulating margin requirements, Agriculture Department cuts non-grain
export allocations adding to the downward price trend.

18: House Spesker Martin charges that the Truman Administration has failed to
keep Republican leaders informed on European conditions and saye he sees no
need for a special session of Congress on stop-gep relief,

19: Secretary Anderson declares that only increased production can bring food
prices down and that a speclal sesesion will not help.

22t Sixteen nation committee of Economic Cooperation in Paris reporte that its
member countries, their dependent territories, and Western Germany, will
need $22.4 billion worth of Western Hemisphere aid during 1948-51 for re-
covery under the Marshall plan.

25: Truman announces a nation-wide "waste lesa" campaign to conserve food prode-
ucte that will effect grain supply. Cabinet Food Commission under Secretary
Anderson reports that world grain shortaze is acute. Iurope needs M.S mille
ion more tons of zrain than are available in the world. Charles Luckman is
appointed chairman of the Citizen's Food Committee.

Trumen tells news conference that EZurope's economic emergency cennot wait
on the careful study required for the over-all decision on the Marshall plan.

26t Grain exchange representatives meet with Agriculture Secretary Anderson and
reject government proposals to raise margins as "punitive® and walikely to
affect prices. They charge that government purchases for foreign relief
caunse price rises,

29t Grain exchanges in Chicago, Kansas City, and Minneapolis adopt new rules
under which margins rise 5 cents for every 10 cents rise in grain futures,
but futures continue to rise.

Oet. 1t President Truman asks the Appropriation and Foreign Relations Committees of

Congresas to meet at the earliest poesible date to consider a $580 million
winter stop-gap aid program for France and Italy.

Council of Zconomic Advisors reports inflationary prices are interferring
with post-war economic adjustment.

Oet. 5 Truman, on the radioy asks the American people to conserve food. Marshall,

Anderson, Luckman, and Harrimen also emphasize the need to assist Europe,
Meatless Tuesday, poultry-less Thursday, and grein conservation programs
are introduced.

President Truman instructs Commodity Exchange Commission "to demand of the
grain exchanges that they increase their margin requirements to at least

33 1/36.%



Oet. 6:

Oct. 168

Oet. 18!

Oct. 22t

Oct. 23

Oct. 2k:
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Oct. 31:

Nov. 1!
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Chicago, Minneapolis, and Kensas City exchanger order 33 1/3% margins in
compliance with Presidenth request,

Truman tells news conference that there is 2 possibility of a speclal session
of Congress on sjop-gap ald to Surope but he points out the government's eon~
siderahle success in fianding other sources of smergency funds, The Administra-
tion also announces lés decision not o reconvene Paris Conference, but to
work out difficulties itself and present the program as a joint European-
Anerican effers,

Krug report released giving an inventory of American resources, Study meas-
ured against & $20 billion four year program; shows that we can furnish
Europe wiih materiale required under the Marshall plan without demsging
our security, or ctandard of living.

Nine members of the Touse Appropriations and Armed Services Committees re-
turning to Washington from Burope assert that there must be an immediate
aid program $o forestall & "complete downfall of Furope",

Marehall tells the Ferald Tribune forum that action can now be taken on 2
plan for Luropesn recomnstruction. Until now, he stetes there has been no
"plan’ but merely a "suggestion." The administration is in the process of
drafting a plan as a proposal teo Congress. The peried of study and prepara-
tion is thus drawing to a close.

President Truman, by proclamation, celle Congress intc emergency session Nov-
ember 17 to deal with inflation, high prices, the high cost of living, and to
meet the crisis in Western Europe.

Senator Taft says the State ﬁepartment wents $8 billion for the first year's
operation of the Murschall plan but that he thinks $4.5 billion is enough
for any one yeari g

A meeting at the White ouse of 100 husinese, industrial, and labor leaders
hears the Huropean ald program reviewed by Marshall, Harriman, Anderson, Me-
Cloy, Lovess, and Thorp.

Zuropean nations participating in the larshall plan send the 5tate Department
a note emphasizing that there must be adequate controls over the Marshall
plan but no outright interference in other countries' internal affairs,

Council of Heonomie Advisors reports that the U.S., can suprort $22.3 billien
program durlng the next four years 1f it checks waste snd inflation, It
recommends many messures! 1. agsinst high food prices.

2. curbing"8f speduletion in scarce materials.
“3. main%énance of high taxes,
i
7

. domestic allocation of scarce materials,

gtrong export aentrols,

lower government spending.

. control of eredit expenditure snd reatoration
of installment-sales curbs which are Jjust
expiring today,

A meeting at the White House of 100 business industrial d
' ’ labor leaders
hears the European ald program reviewed b Marshall, II P
J ¥ 5 3
Cloy, Lovett, and Thorp. B ol Rau
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Nov. 6 The Herter Committee recommends a new independent ageney to administer
foreign aid and sgrees that stopegap &ld bo France and Itely is necessary.

Nov., §  rresident Trumexn's Uommltiee on Poreign Ald under “ecretary Harrimen rec- .

- ommends that Congress appropriste detween $12.7 bdillion and $17.2 billion
furing the next four or five years and about $5.795 billien in 194E. The
report doub$s that American industries can meet domestic demands snd ntlil
export suveh amousts iln the noxt four years as the Faris lonference estimaived.
This Committes agrees with the Herter Committee that an independent agency
f= required to edminister ald.

Fov., 1¢ Freeilent Trumen, reporting to Conmgress ou Greck-lurkish aid, states that
#the economic situation in Oreece hass not basically lumproved” since lash
spring slthough we have averted economic collapse; more money may be needed.

Yov. 11 The ¥orld Bank snd internationsl Fonesary Jund express disapuroval of pro=
posals by the Harrimen Jommittee that they take an actlive part in Marshall
vlan finanelng of large scele reconstructican losns and stabilising Western
faropean currenciea.

Nov. 12¢ Marshall, in testimony before the Senate and House Foreign Relatione Committees,
urges the special sesslen of Congress to work on the ald program as follows!?

1. interim aid to France, Italy, and Austria ’ $597 million
2. leng range sald under the "Marshall plan® to

Weatern Lurope nations o June 30, 15LE 1,500 million
3. ocoupation cozts for Sermeny, Japen, and Korea 500 willion
4. aid to Onina to June 30, 19 60 million

This $otal would de 32,057 militon up to June 30, 1S4E.
He estimetes total IFP will come to 16 to 20 billion dollars for four years.

Representative Herter testifies before the House Foreign Affsirs Committes
that the recomnended long term rellasl prograa promises more ald to foreign
nations than we can supply. He does back the interim ald program, however,
and recomwends n bl~partisan governmens ¢orporatioa for over-all supervision
of any Buropean aid, whether 1% be long or short term.

Hov. 17 TPresident Truman opens the specisl session of Congrees with an address on
interin ald to Vestern IMurope and a ten polnd progras to curb iaflation
in the U.S8, :

Grain futures jump on the Chicage market following Truman's request for
logialation authorizing the regulation of speculative trading on the
commodity exchanges.

Wov, 20 Charles Luckman resigns as head of the Citizens Food Committee and the
eativities of the committee are transferred (o the Cabinet Food Commities
gonsisting of the Secretaries of State, Agriculture, and Commerce,

Nov, 23 Herter polnts out how Buropean nations could pay partly for American help
by giving the United Stotes access %o astrategle matsrials, He cites iron
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deposits in Labrador, oil in Venezuela, and chrome and nickel deposits in
New Caledonia.

F¥ov., 24 Secretary Harriman, testifying in a joint Bconomic Committee hearing on dom-
estic effects of the proposed foreign ald program, says that sllocation con-
trols would be exercised only om steel and a very few other materials, ‘

Nov. 26 Secretary Anderson recomsends to the House Banking Committee thet & two year
extension of export controls be granted and that the Department of Agricul-
ture be given the authority to regulate margins ss required to prevent un-
restrained speculation on the commodity exchanges.

Hov. 28 Secretary Snyder, before the same committee, discusses measures to relieve
monetary pressure! intenrified sale of savings bonds, consumer credit con-
trols with some restraint on inflationary bank credit, and legislation to
prevent excessive speculstion on the commodity exchanges.

Dee. 1 The Senste pesses the $597 million stop~gep aid bill by £3-6 with amendments
thet the U.§, vwress and radio may observe operations in distriduting relief,
and thet commodities distributed shall be marked as being furnished by the
U.8. without charge, Also, Senator Vherry's smendment is adopted that will
prohibit thie set from being deemed as giving authority to control prices,
production, end make allocations in the U.S,

The Senmte rejects Taylor'as amendment to have the program administered by
the UN, The bill carries no actual approyprietions, for funds must be voted
separately, ¢learing the aAppropriations Committees,

Dec. 3 Secretery Anderson tells the House Banking Committee that price controls on
meat will be required next spring.

The Buresu of Labor Statistice index of wholesale commodity prices was 158.5%
of the 1926 average in Uctober compared with 157.4% in September and 134,15
in October 1946.

Dec. 4 Hembexre of the Senste Appropriations Committee seek air-tight gusrantees that
none of the emergency relief will go te France, Italy, or Austria if these
countries fall under eommunist contrel.

Dec. £ The Committee on Banking and Currency hears Chairman ZBocles discuse the
special reserve proposal.

Dec. 13 Senate Fepublican Conference approves & ten point sati-inflation program t0
encourage increased production, curtall unnecessary spending, particulerly
thet brought sbout by credit erxpansion for non-productive purposes,

Dec. 15 Congrees completes suthorization of the emergency winter relief for France,
Itely, Austria, snd Chine end eends the bill to the Fresident.

A s0lid Demoeratic minority in the Fouse defeats the Fepublican anti-inflation
subatitute for the program recommended by President Truman,

December 15, 1947
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SEMINAR ON MON&:rARY POLICY

This was the second year of tue seminar which was organized in the autuma-
of 1946, It nad as regular members the following:

%, M. Bernstein, International Monetary Fund

Xarl Bopp, Federal Reserve Bank of Pniladelghia 5
E. A. Goldenweiser, Institute for Advanced “tudy

Frank Y. Graham, Princeton University

Miroslav Kriz, Federal Reserve Bank of Wew York

Friedricn Lutz, Princeton University

Oskar Morgenstern, Princeton University

Ragnar Nurkse, Columbia University

Winfield W. Riefler, Institute for Advanced Study

Alexander Pachs, New York City

Walter W, Stewart, Institute for Advanced Study

Paul Strayer, Princeton University

Jacob Viner, Princeton University

Robert B. Warren, Institute for Advanced Study

Donald B. Woodward, Mutual Life Insurance Company of New York

The general scope and procedure of the seminar was substantially the same

Hlave-50)
as the year before. Mr. Goldeaweiser continued to act as chairman of the

meetings. ‘

The general objectlive of this seminar is to develop information on and
interpretations of economic facts that have a bearing cn in its broadest sense,
It is intended to have spakers present manuscripts that will be published in
some form.

In addition to the regular members there were usually some invited guests.
At the meeting for October 27, Mr. Allan Sproul, President of the Federal Reserve
Bank of New York was a gzue$; on Lecember 19, Mr. Richard Musgrave of Swarthmore
College; on February 23, Mr. James W. Angell of Columbia University; oan March 22,
the guests were “r. Andrew Kamarck of the Treasury Department and Mr. Wallace
Phillips; on April 26, Prof. Jergen Pederson of penmark was a guest; and on May
17, Arthur W, Marget will be guest speaker.

The speakers and subjects at the seminar were as follows:
October 27, 19u7: Mr. Jacobd Viner “The Marshall Plan%

November 14, 1947: "Mr. Winfield Riefler "“Marsnall Plan American Aid to Burope"
December 19, 1947: Mr. Friedrich Lutz "Rederal Reserve Control Proposals"



January 21, 1942:
February 23, 19u48:
March 22, 19u8:
April 26, 1948:
May 17, 19u8:

May 26, 19ui8:

Mr.
Mr.
Mr,
Mr.
Mr.

Mr.

2o

Frank D, Granam
Miroslav Krig
Andrew Kamarck

Ragnar Nurkse
Arthur Marget

Alexander Sachs:

"Commodity teserve Money"

"The Gold Problem Today"

"The New Italian and french
Foreign Exchange Systems"

"Postwar Inverdbry Movements and
Their Monetary &ffects*

"The Austrian Hconomy Con- .
ditions in Central Europe"

"Historical-Statistical Per-
spectives on Iancome Redistribution
and smerged Disincentive Taxation."

It is proposed to continue these meetings througn the next academic year,

but not necessarily with the same membership.
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MEMBERS : 1 e

From the first, the School of Economics has taken a wide yiew of its
range of interests. Economics describes mankind in the act of making its
living; but mankind‘engéged in meking a living is a2 complicated being. Heo
mekes his living within the fremework of social culture and a given political
systep. On the other hand, specific economic functioning is highly technical.
Fufthermore, economics involves certain relations to space and time; no
economy is exclusively national, and economic institutions have deep roots

LI RT
in the past. Hence, we have considered as belonging to our field such h;v;éﬁg
studies as those of Hickman eand Durand on the measurement of changes in
interest rates--a technical subject; Blackmur's biogrephyof Henry Adams--
cultural history; Cooper's work in air law--which involves the relation of a
new form of transportation te contémporary society; and Lindberg's study of
the theory of social equilibrium--which, although metaphysical in approach,
centers upon an economic theme: the utilization of economic surplus.' At first
glance theée subjects seem remote from each other; it was believed, and
events have demonstrated, that they were integrated. The American educational
system contains no other institution purposively expressing this theory of
integration, but the School is persusded that its concept is sound.

The School has never had:th; number of nembers which seemed desirable,
This is attributable to two obvious reasons, and one which is less obvious.
First, during the war, the government, one way or another, drew heavily
on potentiel membership, Second, since the war, most colleges have been
unable liberally to grant leaves of absence, The third reason is more
lasting., Maturity comes late in the sccial sciences, and we have sought

nembers of a certain maturity. But such qualified persons are often diffi-

cult to transplent, They commonly hold responsible departmental positions
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and usually have more or less heavy family responsibilities., For that
reason, our stipends have been comparatively flexible, but averaging higher
then the other Schools, If we are to continue our criterigx of membershipg
stipends will have to be still higher in the future,

The type of member we seek has a bearing upon the facilities we try to
offer. We must offer secretarial assistance; and we should offer office
space providing privacy, and even a certain asmount of comfort., While member-
ships have usuelly been proposed for one year, it has been found that in a
majority of cases, two years is required to cerry the task, and then, some-
times, not to completion,

On the experience of the past, it seems likely that: (a) our membership
will never be large; (b) that it will require a fairly large space; (c) that
the scale of stipends will be relatively high, and (d) that the turn-over

will be rather slow,

Oujside Interests:

The School has always been involved in a certain number of outside inter-
ests, of a collateral character, Some of these have been determined by the
times, as Dr, Riefler's two-year absence as Minister to England during the war.
Others are of a more "normal" character, For example, Dr. Stewart has been
Chairman of the Board of Trustees of the Rockefeller Foundationj Dr. Riefler
was formerly very active with the Hational Bureau of Economic Research, and
subsequently with a committee studying the economic consequences of the atomie
bomb, Mr., Warren has been, since the beginning, a member of the Committee on
Economic History, Activitiés of this kind are fitful in incidence, but they

seen definitely germane to the functioning of the School.



Visitors:

Beside members, the School hes developed = practice of inviting
"visitors". A visitor is defined as a person qualified to be a member,
but who either comes for a period too brief to justify the term membership--
such as Professot Toynbee who came for a few days last spring--or who comes
at periodical or irregular times for a single day, or for a few deys. Visitdrs
do not usuelly involve stipends; sometimes they require small amounts of
expense money; usually there is no cost., It is believed that this type of
association is mutually helpful, and we should like to expand it, Visitor-
shi?s of some duration are predictable; the briefer ones are not. For that
reason, the School needs a limited amount of space and secretarial service

contingently at hts disposal.
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Report on School of Economics and Politics

The Director reported only on tentative plans now under discussion
in this School. The situation he deemed far less clear than in the other
Schools. The $chool had formerly been divided between Professor Earle's
modern history studies and the group in economics under Professors Stewart,
Lb i 1Riefler and Warren. Professor Riefler's acceptance of a position with the
il v O | Federal Reserve Board, and Professor Stewart's retirement in the near future,

vt % Yvprings to decision what is going to happen to the School.
s har baas
G e The seminar work under Professor Earle is to be continued: some

ten men, about half from Europe, will be invited each year for a more or

— less organized discussion of a subject which appears timely. The Director
told something of last year's seminar on Russia; usually some people come
from Washington to listen to the discussions; some participants write books
or articles while they are members, Professor Earle's subject for next
year is the history of the 18th century in Western Europe; for the following
year France since the revolution. It was Professor Earle's opinion that

| a budget of $40,000, would be necessary. The Director feld that this
“scale was probably more than the Institute could support. Professor Earle
might ask for other help for the project, perhaps from the Rockefeller
Foundation.

About the general plans for the economic group in the School
the Director was hesitant to talk in view of the faet that they were in
process of formulation, He thought it of importance that Professor
Jacob Viner, an economist and historian of wide interests, now at

‘ Princeton University, and a member of the Institute,had been invited by the
| School to attend departmental meetings. The Director described the School
| as the only instrument which the Institute has for discussing or dealing
| with the social sciences, He pointed out that both Professors Stewart
-\J} and Warren have well-founded doubte about the value of economics as it
| exists today. The School has dlways been notable for its centrifugal
tendenciess It is now faced with a deep choice, one also facing the
| Institute, of whether to pursme further studies in any ome of the social
! sciences, to build a more practical program, or to let these interests
lapse. There has been much talk of general methodological studies and .
juridical studies. But the Director felt that no one man or group of \
nen seemed appropriate to act as their focus. The Director's own feeling
- he thought probably best expressed by the words of Mry.Justice Holmes:
‘"Our need is more education in the obvious and less elucidation of the W\
obscure,” In this sense, the Director was of the view that there might
| be a place at the Institute for the ordering of knowledge as it exists,
| on an ad hoc basis, He pointed to present~day psychology as an example
‘of a discipline based on & wide variety of methods and practices, and
facing a methodological crisis. In the soclal sciences this happens very
frequently. Many problems in these areas are largely methodological and
quasi-philosophical; but there are also very often problems of practical
congequence which obviously are timely and tough. The available infor-
By mation on such problems would be useful if it could be ordered and made
{ el publie. The Covermment has done something of this when it sees a critical
T problem arising; but in many cases there governmental committees fail to
» « take advantage of what is really known about the subject.
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In considering such studies, the Institute would be undertaking
work that has little to do with the real accretion of new knowledge in the
social sclences, but rather with the use of the knowiedge now nvailablo.
Although not asking for authorization to pursue such a course, the Director
welcomed comment on it. On question from Mr., Lewis as to whether an 111unt.ra-
tion of the contemplated work could be given by explaining the proposed
18th century studies under Professor Barle, the Director answered he did not
think the two programs quite comparable. Professor Earle's seminar is an
attempt at historical research; to see whether sources have been hitherto
nisunderstood and whether additiomal light can be thrown on a particular
course of historys, This may be reflected in the books or articles of some
of the members; it may be judged by scholarly standards; the outcome is
measured in increased understanding by those who come for the interchange
of ideas. But the program under discussion for the social sciences was
quite different; it might mean inviting a group of people qualified to
discuss the underlying assumptions in the statistical theory of economics;
out of such a program should come a type of formal report, An exanple
would be a group who have been struggling with the contradiction of
‘psychological technioues. Such panels could most fruitfully study present
lerises; they might be supplementary to groups with primarily historical
inferest; they might have to do with practice rather than with fundamental
knowledge. In such a manner is practice eodifiad; but it is not naeeasarily
[1ntellactual enrichmont.

It was t.he feeling of the Director that in the social sclences
“|this could well be the general way im which the Institute could proceed;
but no deeision had been taken, On cuestion from Dr. Aydelotte as to
whether Palestine or India would be appropriate problems for such studies,
"the Director replied that questions adjudicating hostile views, particularly
. those already before the American political scene, would possibly put the
i Institute in a crucially bad position. The choice of a particular problem
’ would be a good part of the success of the attack.

f At MNr, Strauss' suggestion that such a program might affect the
/ scholarly atmosphere of the Institute, the Director agreed that it meant
: | a break from purely scholarly work, It would probably mean not more than
five or slx members in re idence in any one semester. As such, the scale
jof the project should not upset the Institute atmospherey yet the spirit
‘might be disastrous. On question as to whether the plan would fall
‘within the.School of Economics and -Pelitics, the Dirsctor stated that

that remained open.
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February 2, 1956

Dr. Winfield W. Riefler

Board of Governors of the Federal
Reserve System

Washington 25, D. C.

Dear Win:

Enclosed is a copy of each of two reports that we are using
in connection with our discussions with the Board of Trustees of
the Association of Reserve City Bankers.

The brief summary of the first twenty years of work on
pages 1-U4 of one of the reports will Bé of particular interest to

you.

I shall appreciate it if you will examine the suggestions
for further work as given in the second report and let me have any
thoughts that occur to you with reference to any or all of the sub-

jects.

WJC:RD
enc.

Sincerely yours,

.

William J. Carson
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Suggestions for Further Work

l, The Need for Further Research

At Palm Springs last April Mr. A. C. Simmonds, Jr., reported to the
Association of Reserve City Bankers the judgment of the Trustees of the
Banking Research Fund that the Financial Research Program of the National
Bureau of Economiq Research should be continued, for it has "vielded
important and increasing dividends to the Association in the connributions
it has made to knowledge of banking and credit problems and operatlons, to
the fonmulation of national financ1al and monetary policy, to the improve=

ment of public supervision of banking institutions, and to strengthening,

through 1ncreased understandlng, the public's appreciation of the working

ﬂof the banking and financial system,"

In accord with this judgment, the Trustees authorized a grant of
$20 OOO to the National Bureau to explore three areas of particular interest
- lending policles and tneir bearing on the qpality of loans in booms
and depreSSi?ns, the structure and behavior of interest rates, and the
changing structure of credit and savings facilities == and requested the
National Bufeau to plan new work in one or more of these areas.

Events since last Spring have emphasized the need for study of our
financial organization and its relation to the growth, stability and effi-

ciency of our economy, And these developments have confirmed the wisdom

‘of the choice of topics to be explored.,

Government officials and other men in responsible positions are
currently greatly concerned with the outlook for the future. There can be
no doubt that in their thinking our financial system occupies a central

role. Credit and capital must be made available if our economy is to grow,
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but deterioration in the quality of loans and capital issues must not be
allowed to contribute to a serious reversal of bueiness and. employment;
interest rates must be free to perform their function of distributing
available supplies of credit and capital, but our monetary authorities
must also face up to the fact that different sectors of our credit and
capital markets respond in different ways to changes in policy; enterprise
in the development of new forms and instruments of finance must be en-
couraged to meet new needs, but irresponsible competition must not be
protected by outmoded regulations.,

These, it is evident from current discussions, are among the questions

Zthat the expansion during 1955 has brought to the fore.

It is clear, too, that thoughtful members of the community appreciate
the need to ponder and study these guestions before the rush of events
excites the public's sense of urgency and leads to hasty sproutings of
measures that create as well as solve problems. As the Association of

Reserve City Bankers recognized when the Flnan01al Research Program was

set up almost 20 years ago, problems need to be worried about before they
become pressing; and research is nothing less than a basic phase in the
process of deliberating coolly about the problems that the future may
bringe. |

This report on our exploration therefore comes at a time and in an
atmosphere when it is unnecessary to dwell on the value of knowledge of
our financial organization,.or to stress the responsibility of the banking

community to contribute to its acquisition and application.
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But we do need to determine the particular directions that financial
research should take at this time, It is to this that we have devoted our
attention during the past months and to this we address ourselves at this
tine.

During the year we have reviewed and weighed the problems that con=-
front the banking community and the country at large at this time in the
three fields selected for special attention: (1) quality of credit, (2)
interest rates and (3) facilities for credit and savings. Members of our
research staff, together with men from universities and financial institu=
tions whom we have induced to join us as consultants in the task, have
reviewed the literature and have considered the questions that loom before
us. Also, govermment officials, economists, bankers, and others who
collaborate with us in our advisory committees, have joined in discussions
of the several questions. During these explorations and exchanges of views
Welhave examined and acquired masses of material, Had we thought it worth-
while, we could have presented voluminous documents on the questions at issue.
We assume, however, that what matters are our conclusions and the suggestions
for research that these embody. To avoid undue trespass on the time of the

Trustees, therefore, we largely confine ourselves to these.



2. Summary of Suggestions

Discussions of each of the areas explored appear in the sections below.
It is worth indicating immediately, however, the gist of what our explorations
lead to, and the costs and priorities as they appear at this time,

First, as to our suggestions for research.

a. Quality of credit in booms and depressions. -- Current discussion
of the quality of credit is confused because some people mean one fhing
when they speak of deterioration of credit quality and other people mean
something different. This confusion is further confounded by lack of
féliable information on lending practices and the charactheristics of loans
and borrowers. It is desirable,;if financial institutions and governmental
authorities are to judge current conditions properly, that reliable and
unambiguous information on credit quality be assembled and provided on a
currént basisa

We therefore propose a study that would undértake to consider, and to the
extent possible to devise, a system of current reporting on the quality of
credit., Such an undertaking would attempt to: (1) clarify the meaning of
the term "credit quality"; (2) devise and compare alternative methods of
measurement; (3) organize and analyze the information that can be extracted
from existing records; (4) develope practicable suggestions for the collection
of new information; and (5) set forth the economic implications of the data

-in the light of past experience and present-day conditions.
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One important implication that needs exploration is the failure to
recognize improvement in the quality of new credits during a depression, with
resulting perverse requirements for liquidity and asset valuation by supervisory
authorities. The study would not be confined solely to the determination
and analysis of changes in credit quality during boom periods on which current
attention is focussed. Depressions also would be covered.

Specific topics that seem most promising are listed in the fuller
statement below,.

b. Interest rate structure and behavior., -~ Dramatic changes over the

past quarter-century in the level and structure of interest rates pose
important questions about the factors at work and the consequences of the
changes. Questions arise, particularly, as to: the "normality" of the low
average level of interes®t rates today as compared with the 1920's; the
radical swings in the spread between short and long term rates; the changed
relationship between yields on high grade and second grade bonds; the relative
behavior of prices (as contrasted with yields) of different maturities;and
the lead and lag relationships and other differences in the effects of central
banking operations upon the movements of various classes of interest rates.
Generalizations about these relationships have gained currency from time
to time. But they soon appear fragile and unreliable and tend to fall into
discard. The truth is that there are such large gaps in cur factual knowledge
of interest rates and in our understanding of their movements that the paucity

of useful and reliable generalizations should not be surprising.
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We therefore point to a number of topics as worthy of study at this time.
These are significant in themselves, appear feasible, and promise to help
build a basis of organized factual knowledge from which subsequent studies of*
broad questions can be launched.

Included are studies of: (1) the relative price behavior of debt
securities of different maturities; (2) the structure of interest rates by
markets (as contrasted with maturities) and by quality; (3) variations in the
effects of central banking operations upon the movements of yields and prices
in different sections of the money market; and (4) tax influences on interest
rates,

c. Changing structure of facilities for credit and savings. -- Important

questions arise in this area but we suggest deferring action on a research
program until further work has been done in the National Bureau‘s study of
the post-war capital markets and until it is clearer what will come out of
current discussions concerning the competitive position of different types
. of financial institutions,

Next, as for our estimates of costs.

It is naturally difficult to calculate costs of research in detail and
with any precision. Obviously more can be done with larger sums than with
smaller,

Our rough calculations of cost indicate that a budget of about $50,000
a year for about three years would make it possible to do what we believe is
needed and can be done in the project on quality of credit. About $35,000

a year for three years would push the first three sections of the study of
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interest rates to completion and enable a good start to be made on the fourth.
This is a total roundly, of $250,000. A lesser sum would limit the extent of
the investigations and therefore the number of topics and gquestions to be
studied, It would not mean covering the same area less intensively, for no
one can afford to undertake or to tolerate shoddy or superficial work.

If our estimates are right, and if aggregate funds of the magnitude
indicated could not become available to make it possible to embark on both
projects, we would suggest limiting the investigation to the quality of
credit, confining work on interest rates (and facilities for credit and
savings) to further exploration.

It is possible that some part -- perhaps a substantial part -- of the
sums required for the pro,jzcts might be obtained from sources other than

’the Association of Reserve City Bankers., In any case, we would expect, on
the basis of our experience, that the collaboration of government, business,
and other organizations could be secured. Thus, substantially more resources
would be commanded than are measured by our estimates of cash needs.

While a period of approximately three years would be required for the
two projects outlined, interim reports on sections of the projects could be
prepared and issued when ready, so that results would be available before
completion of the projects as a whole. Even a severely limited project, it
should be noted, would require something like a two year period. It is of the
nature of the work that careful and objective fesearch on significant questions

cannot be hurried -- if the results are to have lasting value and provide not
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merely answers but answers that will stand up to scrutiny and to the test of
events. Research which builds with care is of greater practical value in the
long run than resesrch which rakes together available facts and figures and

hastily digests them to yield quick results.
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3. Quality of Credit in Booms and Depressions

At their April 1955 meeting, the Trustees of the Banking Research Fund took
note of the problem of credit quality and the possibility that boom times
may bring relaxation of credit stendards that intensifies the problem of
subsequent adjustment. In recent months public discussion of the quality of
credit, by financiers, automobile makers, housing experts, and economists,
has become widespread. Views have been expressed on both sides of the
question. ©Some assert that lenders are relaxing their standards, that
borrowers are exceeding their capacity to repay, and that disaster faces us
if this trend is not stopped. Others confidently claim that there has been
no significant deterioration in quality, and that even if there should be,

the safreguards row bullt intn cur economy will be adequate to prevent trouble.

One of the reasons fur thzse differences in opinion is the lack of facts
on what is happening to credit quality. The information presently available
is meagre, scattered, and sometimes misleading. Without adequate facts there
is bound to be disagreement on the diagnosis, and even confusion as to what
is meant by the term "credit quality".

We believe that the time is ripe for some new contributions to current
objective reporting in this area. These contributions can be stimulated
and guided by certain factual studies that the National Bureau is qualified
to make. Such studies will not, of course, solve the practical problems
facing financial institutions and governmental authorities. But we are
confident that the provision of new factual data is an essential prerequisite
to the development of informed opinion on this subject. The subject itself
is so close to the heart of the problem of economic instability that it

warrants all the scientific attention that can be given it.
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In a sense the situation is analogous to that which obtained when the
National Bureau, back in the early twenties, began to develop estimates of
national income and its distribution. No one could then say with assurance
what share of the nation's income went to labor, or to agriculture, or to
the "rich" or the "poor". And controversial discussions of the importance of
savings and of investment went on without benefit of the basic facts on their
megnitude., Indeed, there was no agreement on what these terms meant. So it
is today in the area of credit quality.

The exploration of this eubject in which we have been engaged, under
the grant from the Association of Reserve City Bankers, has uncovered materials
that are not now properly exploited for the light they can throw on current
changes in lending policies and in the quality of credit. Moreover, there
are good reasons to believe that new sources of informetion can be developed.
Accordingly, the primary obJjective of the study proposed here is to consider,
and to the extent possible to devise, a system of current reporting on the
quality of credit. The study would undertake (1) to organize and analyze as
much information as can be extracted from existing records, and (2) to develop
practicable suggestions for the collection of new information. In the pursuit
of this objective we would, of course, undertake to clarify the meaning of
the term "credit quality", compare alternative methods of measurement, and
set forth the economic implications of the data in the light of past experience
and present-day conditions.

The two parts of the study can be attacked more or less concurrently, but
the first is essential to the second. It would not be sensible to try to
develop new information in certain areas without first subjecting existing

data in those areas to careful analysis. As for the actual collection on a
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continuing basis of new types of data, our efforts would be devoted to
formulating responsible suggestions that other agencies may be prompted to
take up, since neither the National Bureau nor any other single organization .
is in a position to collect and publish all the current statistical series.
If the study is successful in this respect, it will have accomplished its
main purpose. The formulation of such suggestions will require careful
thought, consultation with persons experienced in the field, and perhaps
small-scale pilot studies. Naturally, we hope that the suggestions that
emerge will be implemented during the course of the investigation so that our
researches can profit from the results.

It is worth emphasizing that, as the title of the proposed study suggests,
it will not be confined solely to changes in credit quality during boom periods.
There are two reasons for covering depressions, such as the mild recessions

of 1948-49 and 1953-5k, and the far more serious episode of the '30's. First,

previous studies have shown that the consequences of credit deterioration
} during booms appear in subsequent depressions, and contribute to their

| severity. Second, these studies have also shown that the cuality of new

credits improves materially dufing depressions. These findings, which we
expect will be supported by our new work, carry with them important implica-

tions The fallure to recognlze credlt deterloration durlng a boom may cause a

S——

isevere shock to bu51ness confldence when trouble develops, a sharp contraction

in lenders' commltments, and perverse reoulrements for llouldlty by supervisory

authorltles Mbreover, the actual losses, charﬁe offs, and wrlte-downs that
then occur may not only greatly exaggerate the losses that will eventually
be sustained, but also reflect adversely, beyond what subsequent experience

will reveal, on the rislks attaching to new investment opportunities. These
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actual and potential developments need to be set forth and documented if
the study's full contribution to the problem of economic instebility is to
be realized.

The study will not be limited, in advance, to any particular type of
credit of lending agency. Rather we shall seek, within the limite of the
resources made available, to explore those areas that promise to yield the
most fruitful results. We plan to begin with a small number of specific
projects, and to broaden the scope as new ideas emerge and can be implemented.
In the end, we hope that no important sector of the credit market will be left
uncoveared.

The specifilc projects that now seem most promising which we are
prepared to undertake are as follows:

N 1. An anelysis of delinquency, loss, and recovery rates on commercial
bank credit in relation to the volume and composition of loan portfolios,
valuation reserves, and charge-off policies.

A% 2. An analysis of examiners' appraisals of loans by commercial banks
and other lending institutions: their validity, relation to business conditioms,
and consequences for cyclical stability.

p 3. A study of the level and trends in financial ratios of individual
companies (as indicators of their credit-worthiness), taken in relation to
their changing use of credit during booms and depressions. For this purpose
we‘hbpe to make use of the FTC-SEC sample of manufacturing firms' quarterly
financiael statements.

{ L. A pilot study, for a few large banks, of their credit files, in
order to determine whether useful periodic summaries reflecting the quality

of commercial loans can be cobtained from them on a systematic basis at

reasonable cost.
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5. A study of credit ratings by rating agencies to determine (a) their
velidity as indicators of the credit-worthiness of individual firms and (b) the
feasibility of a summary compilation showing shifts in credit ratings of the °
business population.

In addition we have given consideration to several other prcjects dealing
with the quality of state and municipal security issues, quality factors in
consumer credit, and farm land prices and borrowing, but are not yet prepared

to formulate specific projects in these areas.
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L, Interest Rate Structure and Behavior

The past quarter-century has witnessed dramatic changes in the levels of
short and long term interest rates and in the relations between obligations .
of different maturities and grades with respect to yield and price move=
ment.

In the four decades, 1890-~1929, there were only two years in which

the average yearly yields of L4~6 months prime commercial paper in New

York City fell below 4 per cent. The aver#ge of the annual figures in
this 4O~year period was 5 1/2 per cent,

Then tegan an unprecedénted and prolonged decline. From close to
é'per cent in 1929, the yearly average yield sank almost uninterruptedly
to under 1 per cent in 1935 and stayed below 1 per cent for the entire
12 years 1935-1946.,

Because the volume of open market commercial paper issued or outstand-
ing‘shrank drastically during this period, a question may be raised about
the representativeness and significance of the decline in rates on this

type of loan. But the fall in other short term interest rates was scarcely

s
\\ ‘!i e —————————
pless extreme,

Since 1941 the general direction of short term interest rates has been

upward. Nevertheless, despite the great business booms of 1953 and 1955,

—

and the credit stringencies of the first quarter of 1953 and the last

qgarter of 1955, there has been no year since 1931 when the average yield

s—

of prime commercial paper for the year reached 2 1/2 per cent’or the average

Tfeasury bill rate, 2 per cent.
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The changes in long term interest rates have been superficially less
striking than those in short term rates, but they have been substantial
indeed., From over 5 per cent in 1920, the yearly average yield of long
term Treasury bonds declined without significant interruption to 3.3
per cent in 1928, Shifts in the average annual yields in the following
five years were within three-eights of 1 per cent. Then followed a decline
to a low of 2 per cent in 194l. Changes since 1941 have not brought the
average yield up to 3 per cent: it was approximately 2.80 per cent in 1955.

The average yields of Moody's long term Aaa corporate bonds exhibited
movenents roughly similar to those of long term government bonds. Thus,
the 1955 average yield of lMoody's Aea long term corporate bonds was less
than one-half that of the boom year 1920, 64 per cent that of the boom
year 1929, and 60 per cent that of the average of the decades of the 1920's.
A part of the reduction in yield since the 1920's may well be attributable

to improvement in the quality of the bonds comprising the average, in con=-

| sequence, particularly, of the high average level of business prosperity

ﬁof the last fifteen years. But the fact that the market yield of the

average of long term Treasury bonds declined by nearly equal proportions
(even without allowance for the value of the exemption from normal tax .. . .
possessed by these bonds before 1942 and absent from the bonds in the average
for subsequent years), indicates that most of the fall in the level of long
ﬁerm_yields reflected a true reduction in long term interest rates.

In a general way we might attribute the exceptionally low level of
short and long term interest rates in the 1930's to the severity and dura-
tion of the Great Depression and, in 1942-1946, to wartime monetary policies

and direct governmental restriction of much business and private spending.
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Tt would be much better if we could supplement these general explanations
with quantitative analysis of the supply and demand relationships.

) And vwhat of the period since, with its generally high and rioi&g
busine;s ao?}yity? Is there evidence that specific structural or ipstitu-
tional changes in our economy broadly or.in thé money markéts played a
part in holding doﬁn intéréétﬂrates? Have there been notable changes in
Federal Reserve policies or operations that contributed to this result?

Questions such as these have not yet been explored in detail. A close
study of the facts would form an indispensable first step for a direct
attack on them, The studies of the behavior of interest rates suggested
below, while directly oriented around more limited objectives, would con-
tribute to our understanding of some of these broader developments.

The foregoing and other changes in the level and structure of interest
rates unsettled various long-held rules of thumb. Old belief's about the
"normal" ranges of short and long term interest rates gave way, at least
for the time, before the new behavior of the market.

The same was true of some views about the "normal" relationships be-

tween the rates on shorter and longer maturities. Because short term rates,

S —————————

in response to near-chronic tightness in the money markets, had commonly

been hlgher than long term rates for more than a qparter-century before

the Great Depress1on, many had come to believe that somewhat lower ylelds

on long term bonds than on short term paper were "natural.," In only two
of the thirty years 1900-1930 were the yields of the highest grade 30-year
corporate bonds greater than the yields of comparable obligations of a

maturlty of less than one year. And the longer maturities of the highest

grade corporate bonds commonly commanded somewhat lower interest yields
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than medium and relatively short term bonds of the same quality. The
slightly declining trend of yields as maturities lengthened was sometimes
explained és due fo the willingness of investors to pay something in the
form of a lower yield in order to avoid the trouble of repeatedly seeking
replacements for their maturing investments. But during the 1930's and

1940'3, short term rates declined S0 much more than long term rat?EJEEat

the latter came to be several times the former for obllﬂatlons of sub-
stentially equal quality.

After this type of relationship had persisted for some years, the
generalization that interest rates tend to vary directly (thougp,pot pro=-
portionally) w1th the length of maturity, became w1dely accepteq;ff*mﬁgfggl o

natura;,"_andyevgnm}gpgyﬁbEe. It was readily and plau51bly explained in
such terms as the lesser risk of default, the smaller loss in liquidity,
and the smaller price risks to which shorter-term obligations are subject.

That other factors besides these general influences are_o???n potent
in the market is indicated not only by the persistence of a roughly hori=
zontal or decllnlng yleld-maturlty pattern for long periods prior to the
Grégé Depress1on, but by 1mpo;;;nt shorter»term variations in the relation-
ship between yield and maturity. During the past few years, in particular,
short term interest rates have risen more than long term rates, with the
result that a substantial degree of straightening has occurred in the
curve of yields to maturity.

The relationship.between yieldsAon high grade and second grade bonds
also raises guestions.

During the 1920's and 1930's, there was a substantial difference in
yield between high-grade and second-grade bonds. In 1955 it reached the

—

remarkably small proportion of ,09 per cent!
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Much empirical support, as well as theoretical rationalization, can
be found for the common belief that the spread in yields between high

grade and second grade bonds tends to widen in periods of business dis=

| turbance and uncertainty and to narrow in periods of business prosperity

'1

these tendencies. And closer study of the facts, particularly for recent

and confidence., It would be much better if we had some good measures of

years, may bring additional insights, How does the spread behave in re-
sponse to general changes in interest rates? How has it been affected by
the creation of partial substitutes for both high and second-grade bonds in
the form of VA and FFA mortgages?

In this connection and for other purposes we need to organize a
record of the effective interest rates on VA and FHA mortgages == the
contract rates, the discourts or premiums at which the mortgages were sold,
and, perhaps, average costs of servicing them. It might be useful to com=
pare the gross and net yields to institutional investors with those obtain-
able at the same times from various categories of bonds, and study these
in relation to the changes in the asseté of the major institutional investors.

The relative price behavior of different maturities poses another set

of questions. For some purposes the price behavior of money market securi-
ties 1s of greater importance than their absolute or relative yields. For

example, funds destined for secondary reserves or for temporary investment

iy T Y T S — .

against income”tax l;abi}ities will tend to be channeled into short term
obligations regardless of the availability of higher yields on longer-term
issues because s&éﬁ-gg;gétment objectives require a high degree Qf.price
stability. The early redemption dates tend to keep the prices of high

grade short term obligations close to par even in the face of relatively

wide changes in interest rates.
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Commercial banks have a lively interest in price movements because
capital gains offer them a substantial source of tax-favored profits and

} because they are permitted to offset losses on securities in full against
g \edra

tmt}/.h$w‘ ordinary income,

o tﬂa‘wﬂ%rhh*h ' The Federal Reserve authorities are also keenly interested in the

price movements of money market securities. Their actions to tighten or
ease the money market or a particular segment of it often derive significant
reinforcement from the fact that a rise in prices appears, in the short run,
at least, to encourage }ep@ers, and a fall in prices, to discourage them.
Because the gravitational pull toward par of an early redemption date
becomes progressively weaker as bonds lengthen in maturity, rendering their
prices increasingly sensitive to changes in interest rates, many persons

conclude that prlce sen51t1v1ty among obl;gat%ens of comparable quallty 1s
solelv a functlon of length of maturity. Actually, of course, the term
structure of interest rates itself changes from time to time in response

| to alterations in the subply and demanq forWf;xed-ipte?eeﬁleecurities of
various maturities,

It is interesting to observe that in the actual price behavior of

United States Government obllgatlons at various times in the past quarter-

century, medium term maturities -~ in the neighborhood of 8-12 years ==-
N\ have frequently displayed wider price movements than longer=-term Treasury
bonds. It has been conjectured that a part, at least, of the explanation

Al Ly for this price behavior is that the medium term segment is a speculative

one for commercial banks =- one in which they have expanded their holdings
when their free reserves were large, and in which they were quick to cone-

tract their holdings when their free reserves fell severely or they feared
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adverse developments., It has been said, too, that most non-bank purchasers
of short term Treasury obligations, such as business corporations, are not
easily attracted into the medium term segment; and that most institutional
investors other than commercial baﬁks are likely to prefer longer-term
maturities except when medium-term issues become available at substantial
concessions, If these conjectures, or substitute ones, as well as various
other hypotheses respecting different aspects of behavior of bond prices

could be adequately supported or disproved by empirical study, our under=

VA v

standing of this important field would be enhanced.

Still other questions arise concerning lead and lag relationships and
other differences in the effects of central banking operations upon the
movements of varicus types of interest rates. Because the facts do not
appear to have been subjected to a sustained careful study, we do not know

in detail hqyuéifferently, as to timing or degree, various types of central

| banking action affect the different parts of the interest rate structure.

There have been times when the effects seemed most immediate and pronounced
in the short term sector, and other times when medium or long term bonds
displayed the speediest or greatestt response. And we know very little in
detail of the process of communication of changes originating in one part
of the rate structure to other parts of the complex interest rates.

Besides being interesting from a scientific standpoint, these questions

have considerable practical significance to institutional investors and to

. the central banking authorities. One obvious example of the difference of

opinion that exists in responsible quarters on one aspect of this question
is to be found in the controversy as to whether Federal Reserve open market
operations should be confined to Treasury bills, or include the whole range

of maturities.
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The foregoing remarks on some aspects of the recent behavior of
interest rates has emphasized how fragile and unreliable have been some
of the generalizations that have from time to time gained currency. The
truth is that there are such large gaps in our factual knowledge of interest
rates and in our understanding of their movements that the paucity of use=
ful and reliable generslizations should not be surprising.

Numerous questions, small and large, call for light. These cannot
all be attacked simultaneously. The studies recommended below are signi=-
ficant in themselves, appear to be feasible, and promise to help to build
up a body of organized factual knowledge and understanding on the basis
of which subsequent studies, some of them possibly of larger scope, could
be launched.

First is a study of the relative price behavior of debt securities
of different maturities.

Several studies have been made of the term structures of interest
rates == the relation between yields and maturities obtaining at any given
time. As was indicated above, there are some purposes for vwhich the rela-
tive price movements of different maturities are more significant than
their yield relations at any point in time, This study would investigate
the relative price behavior of different maturities. United States Govern-
ment securities provide a series of homogeneous quality and a variety of
maturities, Some of the larger serial bond issues of state and local
govermments also offer homogeneous quality with varying maturity. The
price behavior of different maturities would be studied to determine what
kinds of patterns might be identified, whether the patterns during the

Great Depression were significantly different from those in the preceding
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and subsequent periods, and whether different patterns are associated with
other particular variables.
~ Second is a study of the structure of interest rates by markets (as
~~ contrasted with maturities) and quality.

Vhat is commonly termed "the level of interest rates" actually come
prises a complex structure of rates that vary not only by maturity, but
by markets and quality. This study would undertake to explore the struc-
ture of interest rates by markets and quality at selected intervals. (To
some extent it would be possible to distinguish between differences in
markets and differences in quality, but to a considerable extent, this
distinction would be blurred or lacking.) Examination would be made of
the interrelations among such different interest rates as the following:

; (1) Federal funds; (2) Federal Reserve discount rate; (3) prime rate on
customer loans; (4) Treasury bill rate; (5) open market commercial paper
rates; (6) other customer loan rates; (7) rates on new issues and yields
of comparable seasoned issues of various qualities of marketable bonds;
é (8) rates on new bond issues for direct placement; (9) Gross and net
yields on insured and guaranteed mortgages (after allowing for mortgage
discounts and premiums and, possibly, servicing costs); (10) Yields of
high grade investment calibre preferred stocks; (ll) yields of repre-
| sentative common stocks. Good use would be made of the forthcoming re=-
port on bank loans surveyed last Fall by the Board of Governors of the
Federal Reserve System.
It would be worthwhile also to explore the changing spread between
,Moody‘s'Aaa and Baa corporate bonds over time; the influences of various
factors on this spread; and variations in the yields of municipal bonds

by rated quality.
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Third is a study of variations in the effects of central banking op=-
erations upon the movements of yields and prices in different parts of the
money market.

To some extent, this study would be related to the first. Attention
would be paid to changes in the free reserves of member banks, and in the
location of these reserves, in relation to their varying influence, as to
timing or degree, on the yields and prices of each of the principal types
of debt securities, including Tégasury bills, open markz£ commercial paper,

3 4 S , 6
prime customer loans, short, medium, and long term Treasury securities,

hié% and second g;;de corporate bonds, st;%e and municiégi government bonds
v

of various maturities, and VA and ng mortgage rates. It would be desir-

able to explore differences in the effects of changes in free reserves 1;

acéording as such reserves were created through open market operations or

at the discount window; and also to explore the influence of changes in

—_—

Federal Reserve discount rates as such on other rates.

Finally, a study of tif influences on ipﬁsfes§~£§fes would be worth-
while. Such a study would explore the effects of prospective and actual
changes in ipgomé tax ratgs upon the yields of tax exenpt and taxable
securities; and the effects of the varying tax treatmentiéf important

institutional investors, such as insurance companies and banks, upon

their investment practices.



S) o8V
Qe

[

|

- 2h =

5 Changing Structure of Facilities for Credit and Savings

Economic growth brings with it change in the kinds and quantities of goods
and services demanded and produced, alteration in methods of production o
and in materials utilized in production, obsolescence of old and develop-
ment of new kinds of plant and equipment, shifts in population, markets
and industrial location, change in size and orgauization of industry, and
new standards and responsibilities for the security of our people and the
stability of our economy.

Along with these manifold developments come changms in the capital
and credit needs of our bLiusinessmen, farmers, governmental unltéﬁggd con-
sumers, as well-as changcs in the form in which individuals and corporations
wish to put their savings and current funds.

But economic growth has not been the only factor in causing change in the

structure of facilities for credit and savings. In addition this structure has

Ebeen influenced by the momentous events of the gr=at depression and the second

iworld war.

Certain significant aspects of these changes in our financial organiza-
tion have been described and subjected to analysis in the rerorts published
by the National Bureau's Financial Research Program and by other research
groups. A comprehensive outline is provided in the monograph on Financial

Intermediaries in the Saving and Investment Process, 1900-1952, soon to come

out of the National Bureau's Study of Capital Requirements and Finan01ng.
fhis report sketches the growth, over a fifty year period, of commerc1al
banks, mutual savings banks, saving and loan associations, insurance companies,
pension funds, and other financial institutions.

These changes.have transformed the financial system. In many ways

it is & new system, radically different from the structure even of twenty-
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five years ago. While the broad outline of change is clear, we need to

know more about the present structure and the events that have brought it

into being. Everyone is aware,; for example, that many new governmental credit
institutions have entered the scene, and the forthcoming report on federal
lending subjects this development to analysis. But how has the resulting

shift of functions affected private financial institutions? Similarly, what
changes in financial organization have accompanied the growth of large-scale
nonfinancial business corporations with enormous quantities of liquid funds

at their disposal? Within the financial sphere, what changes have occurred in
the division of responsikility among the several types of financial institutions,
and how have these been raflected in their relative rates of growth and in the
composition of their assets and the sources of their funds? For each type of
financial institution, further, what has happened to the regional distribution
of offices and branches, and to the size of these and of companies as a whole?
What role have mergers played in determining these distributions? What shifts
have occurred in inter-company relations, as in correspondent banking arrange-
ments?

If we are to understanc the financial structure of {oday and the
directions in which further change are tending, we need to come to closer grips
also, with the causes of these changes.

Particularly, we need to know nore about the role of government policy,
legislation and regulation. Finance is a closely supervised activity, and
one in which government not only sets the rules and acts as umpire, but also

participates directly in diverse ways. But our present system of governmental
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regulations is not closely knit, It is the product of a multitude of separate
pieces of federal and state legislative and executive decisions which have
been made in incomplete relation to one another. Many were made in haste.

All have been influenced by historical accident.

Government is not the only source of change in the structure of credit
and savings facilities. We have already referred to the forces originating
in economic growth and economic development. These have operated through
many channels and with many partners., The shift in income distribution, one

of the revolutionary changes of our time, has played a part: this shift has

| been accompanied by chang=s in savings habits and in the direction of invest-

ment of savingse. The grcuth of life insurance, a trend of long duration,

has proceeded in recent years at a rapid pace; along with the rise of pension
systems, public and private, and related personal and social security systems,
the growth of life insurance has had significant effects on the absolute and
relative volume of "contractual" savings. Pcpulation and family formation
have spurted ahead; facilitated by the rise in income, this has resulted in

a great housing boom, an unprecedented level of home ownership, and -- in
part because of the spread of the amortization-mortgage -- another significant
addition to the volume of contractual savings, People have not only increased
in numbers all over the country; they have also moved about in large numbers:
migration from one region to another and from farm to city and city to suburb

has been considerable. This too has meant shifts in financial needs and

. institutions, The rise in income brought not only housing but also a

continuation and perhaps acceleration of the trend towerds family acquisition
of more and more durable goods like automobiles, refrigerators, washing

mechines and other appliances. And this has had important effects on the
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volume of consumer instalment credit and personal loans, Jjust as the
availability of such credit has helped swell expenditures on these commodities.
Improvement in equipment and methods in the offices of financial institutions:
has reduced costs of operation, and this has helped make possible services

nct otherwise possible,

Once we have a comprehensive account of the new structure of credit and
savings facilities, and understand more fully its drift and its causes, we will
be better able to consider such guestions as those bearing on the equity and
efficiency of present-day competitive relations among financlal institutions,
and the relaticnship of the present structure of facilities to economic
stability and economic growth.

The questions that arise in this area, then, are important and well worth
considering for formulaticn into a research project. AT this time, however, we
do not believe commitments should be made for immediate work in this area. For
this there are two reasons.

First, since embarking on the exploration we have been able to start a
report on work in progress at the National Bureau, We expect to learn a great
deal about the contemporary structure of this segment of our financial system,
and some of the major reasons for the changes that have cccurred over the
past few decades. We hope also to derive certain by-products: to learn what
new work in the credit and capital markets would be mecst useful, understand
better the nature of the available information and perhaps stimulate the
production of new data, and discover the best ways to tackle the problems

6utlined above., But the post-war capital markets project has barely begun.
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Until it is further advanced, we feel we should defer embarking on the
comprehensive survey of the credit market and its relation to the capital
merkets which would provide the basic underpinning to any description and
analysis of the changing structure of credit and savings facilities,

There is another reason for deferring action in this area. Considerable
discussion is now going on in financial and governmental circles of the problems
of inter-institutional competition. The recent speech by Mr. Sproul reflects
this thinkings It is quite likely that a good deal of basic information will
materialize as a result of this inbterest. Until we know what this will be
and what directions the surveys by the financial commvnity and by our state
and federal authorities will take, we cannot be sure what work would be most
fruitful,

In this area, therefure, our proposal is to continue exploration and keep
in touch with developments. When the time comes to turn to the range of
questions involved in this area, it would be well to aim at developing, first,
an essential complement to our capital markets project, and second, a
comprehensive description and analysis of the credit and capital markets as a
whole, including the many subtle interrelationships between the two major
segmentss It would be desirable, of course, to bring in information developed
in studies of interest rates, such as those suggested abcve, and thereby
explore the effect of changing credit and capital facilities on the structure
of interest rates and of changes in the structure of interest rates on
facilities for credit and savings and the flow of funds into various types

of securities.
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6. A Concluding Word

The coming decade promises new opportunities and new responsibilities for our
banking and other financial institutions.

Projected additions to the nation's annual rate of production during
| the next ten years amount to as much as 150 billion dollars. These form the
planning base of the national administration and of our leading business men,
for they are well within the realm of probability. ©Such enormous growth will
require correspcndingly large growth in our credit and money supply and will
push the rate of investment and reinvestment of the nation's savings scores of
. billions above present levels. The work required of the financial community
will be larger. This will generate a demand for enlarged and improved
capacity of our monetary, credit and savings machinery.

' The next ten years will see also a major test of our power to ward off
the perils of depression and inflation. Undoubtedly, determined efforts
will be made by federal and state governments to strengthen our defenses,
efforts that will be accelerated whenever business and employment suffer contrac-
tion or prices begin to rise rapidly. This too means a host of proposals,
good and bad, for revamping our financial machinery and for extending the
supervision of its operations.

Whatever else one may say about the future, then, one thing is certain:
it yill.bring change; it will create demands to meet the problems that change
uncovers.

It would be idle to suppose that any research program, no matter how

extensive, could give us the full knowledge required to deal confidently

7
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with all the problems of growth and stability that life may unfold, or to
appraise adequately all the solutions that ingenious minds can offer. But
whatever we can learn about the operations of our financial system will help
us resist hasty solutions and prepare us to build sound ones.

This is the spur to those who engage in financial research and those
who support it. As Mr, Simmonds put it last spring, research contributes
to our knowledge of problems, to the formulation of policy, to the improvement
%of public supervision, and to the education of our citizens. These are
worthwhile aims. Even a step in their direction is important, for the

fundamental issue is nothing less than the shape of our political as well as

our economic future.
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Report of the National Bureau of Economic Research
on
Financial Research

A. Twenty Years of Fact Finding in Finance: 1936=1955

I, Origin and Results

In 1955 the National Bureau of Economic Research completed twenty years

of fact finding in finance. The program of research under which much

of this work has been conducted was started in 1936 at the suggestion of

the Association of Reserve City Banks. By the end of 1955 a total of 57

books and papers had been published; 14 were in press or in an advanced

-
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stage of preparation reporting the findings of the investigations, A full
list of the titles of these reports is attached to this Report (Appendix A).
The program has borne fruit in a variety of ways: first of all, in

distinctive contributions to basic knowledge. The knowledge gained has

been and is being used increasingly in the making of public and private

policies, in legislation, in judicial decisions, in the operations of

‘ finanéing institutions, and in the teaching of economics, banking, and

_finance in universities and colleges throughout the United States and
)

abroad. Textbooks in money, banking, and finance published in the United
States have drawn extensively on the findings. Indeed many that have been
published since the war are based g0 heavily on the National Bureau's work
that they could not have been written without it.

' AThe contribu£ion$, however, go beyond the additiQQ§_to bas%?ﬂknowleq§§.
Universities and research groups have adopted the National Bureau's methods

and techniques in studying finance, Public agencies have taken over and

continued on a current basis data that the National Bureau began in its
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studies, Members of the research staffs of banks and other financing
institutions, of the Board of Governors of the Federal Reserve System and
of the Federal Reserve banks, of banks in foreign countries, and of many
government and private agencies have visited the National Bureau and drawn
upon the experience of its staff and utilized its findings and methods.
Many economists working at the National Bureau on studies in finance have
receivedltraining that strengthened them when they subsequently transferred
to responsible positions in universities, government agencies, and private
Ainstitutions.
Examples of data taken over and continued by public agencies are
\ statistics of consumer credit and measures of the flow of funds. The basic
gstatistics on consgmerﬂp;g@it now compiled by the Federal Reserve Board and

!
i

‘made available currently in the Federal Reserve Bulletin are a continuation

1of those developed by the National Bureau in the study of consumer instal-
ment financing. Similarly, the measures of the flow of funds publi;ﬁéabéy
thg Eederal Reserve Board in October 1955 and soon to be put on a current
tasis were made possible by the National Bureau's basic report published

in 1952 entitled A Study of Momey<lows in {the United States.

Examples of economists receiving training in research in finance at the
National Bureau and subsequently moving into high positions in research,
administration, and policy making elsewhere are Raymond J. Saulnier, a
memﬁer of the President's Council of Economic Advisers; Neil H. Jécoby,

a member of the Council in 1953 and 1954 and now Dean of the Schooirof
Business, University of California at Los Angeles; Ralph A, Young, Director
of Research and Statistics of the Board of Governors of the Federal Reserve

System; W, Braddock Hickman, economist, New York Life Insurance Company; and

Donald H. Thcempson, Vice'fresident, Federal Reserve Bank of Cleveland.
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Use of the findings in legislation is illustrated by amendments to

the laws regulating the imvestments of trust funds, savings banks, and
2 life insurance companies, based on the National Bureau's corporate bond
Edata.

The importanceand use of the findings in administration and policy
making are illustrated by the letter from an official of the Board of
Governors of the Federal Reserve System concerning the studies in consumer
instalment financing, excerpts from which are attached (Appendix B).

e Use of the findings by banks and other financing institutions in theif
operations is evidenced by the many requests to the National Bureau ==
coning from institutions throughout the United States and abroad -- for
 books from the series on consumer instalment financing, on business

\financing, on urban real estate financing, and others,

. ‘\‘
II, Amounts and Sources of Funds

Contributions of funds and services from many different sources and the
cooperation and collaboration of many public and private agencies have made
the- studies possible., Starting with its major initial support from the
Association of Reserve City Baniers, the work has received financial con-
tributions.froﬁ many other sources as well, The Association has been the
largest single source, but its grants have so stimulated, and been supple=-

‘ mgnted by, contribuﬁions from other sources that its grants have amounted

| to less than 30 per cent of t?e total over the twenty years. The amounts

\
. and sources of support are given in the following table.
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Appropriations and Grants for Research in Finance

1936-1955
Per Cent
Source and Purpose Amount of Total
Association of Reserve City Bankers $OOL,604 .51 2643
Exploratory Reports $ 32,500.51
Consumer Instalment Finance 106,500,00
Business Finance 103,000.00
War Finance and Banking 154,000,00
Urban Real Estate Finance 193,162.00
Agricultural Finance 134,853.00
Corporate Bond Research 10,559.00
Federal Lending, Loan Insurance, etc. 100,000.00
Bank Capital Project T70,000,00
Life Insurance Companies 859,188.00 25.0
Corporate Bond Research 91,012,00
Urban Real Estate Finance 56,890.00
Agricultural Finance 34,386.00
Capital Formaticn and Financing 451,900.00
Postwar Capital Market 225,000.00
The Rockefeller Foundation 630,000.00 18.3
Financial Research
Federal Agencies e LD 586,000,00 17.0
Corporate Bond Research¥ VAR
National Bureau of Economic Research (General Funds) 207,191.62 6.0
Central Financial Research Staff 103,60L.28
Corporate Bond Research 65,705.19
Urban Real Estate Finance 3,868.02
Agricultural Finance 11,012.49
Federal Lending, Loan Insurance, etc. 8,907.48
Flow of Money Payments 639.19
Research in Capital and Securities Markets 469.65
Capital Formation and Financing 12,985,32
The Merrill Foundation 71,625,00 2.1
Corporate Bond Research
International Business Machines Corporation¥ 4l ,200.00 1.3
Committee for Economic Development 50,000,00 1.L
Flow of Money Payments
Carnegie Corporation of New York hleO0.00 1.2
War Finance and Banking 30,000.00
Pattern of Financial Asset Ownership 3,500,000
Agricultural Finance 7,500.00
Trust Investment Study Committee 15,000.00 i
Corporate Bond Research
National Association of Securities Dealers 8,750.00 o3
Research in Securities Markets 5,000,00
Research in Capital and Securities Markets 3,750.00
Moody's Investors Service 7,500,00 vl
Corporate Bond Research
J. Reed Morss 5,000,00 o2
Corporate Bond Research
Savings Banks Trust Company 5,000.00 2
Corporate Bond Research
Investment Bankers Association 3,750.00 ol
Research in Capital and Securities Markets
Total & o
b $3,438,809.13 100.0

* Value of services contributed.

*¥Not included above are services, research data,
tributed by

$1,500,000.

: S tabulations, etc, con-
public and private agencies to an amount estimated at well over
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B. Status of Current Financial Research Studies P’/

work on studies by the National Bureau under the Financial Research
includes the printing of three reports that are in press, the comple-

five that are in advanced stages of preparation, and exploration of

suggestions for new studies.

I. Reports in Press

The reports in press are:

1.

2.

Urban Mortgage Lending: Comparative Markets and Experience, by
J. E, Morton

This will be the sixth report in the series of studies in urban
mortgage financing. The Urban Real Estate Finance Project under which
the study was made is being financed in part with grants of funds by the
Association of Reserve City Bankers, the Life Insurance Association of
America, and the American Life Convention. All of the funds authorized
by the Association of Reserve City Bankers for the support of the
Project have been paid to the National Bureau.

Printed copies of the book are expected to be ready in February
1956.

The report summarizes factual materials developed in earlier studies
in the series bearing on the markets and lending experience of major
mortgage lending institutions, and supplements them with information on
mutual savings banks, which were not covered in the related monographs,
and on the mortgage market as a whole, Its cross-institutional compar-
isons contribute significantly to an understanding of the supply side
of the mortgage market, and its review of loan characteristics and
lending outcome for institutional lenders brings into focus the lessons
that may be learned from the mortgage investing experience of the last

thirty years.

Patterns of Farm Financial Structure, by Donald C. Horton

This book will be the fourth report resulting from the
Agricultural Finance Project. The Project is being financed in
part with grants of funds from the Association of Reserve City
Bankers, the Life Insurance Association of America, and the

American Life Convention. All of the funds authorized by the
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Association of Reserve City Bankers for its support have been
paid to the National Bureau,
The manuscript was sent to press in January 1956. Printed
copies should be available in the fall.
The book points out how the economic and physical characteristics

of agriculture affect its financing and describes the role of credit
and equity funds in the financing of agricultural production.

The Pattern of Finang;fg;éﬁggt Ownership: Wisconsin Individuals, lgﬁg

by Thomas R. Atkinson
This report has been financed with funds obtained by the
National Bureau from the Carnegie Corporation of New York and is
included as one of the reports of the Financial Research Program.
The manuscript was sent to press in September 1955 and galley
proof is now being read.. Printed copies should be ready in the

sumer.,

The report contributes to an understanding of the factors af-
fecting individual investment choices. Although it deals chiefly
with Wisconsin individuals, many of the relationships disclosed
appear to be of general application. Data of accumulated financial
assets are examined for what they tell of the flow of personal sav-
ings into alternative forms of investment: +traded stocks, untraded
stocks, bonds, and investments made through financial intermediaries.
Patterns of financial asset ownership according to income and wealth
status, size of community, and occupation are analyzed, and through
holdings of traded stocks the relation between income and risk
taking is studied directly.
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ngorts Nearing Complet%pg

The five reports in advanced stages of preparation and nearing comple-

tion are:

1.

Federal Programs of Lending, Loan InsurancengglLoan Guarantees

by R. J. Saulnier, Neil H. Jacoby, and Harold G. Halcrow.

This study is being financed largely with a grant of funds
from the Association of Reserve City Bankers. The grant has been
paid in full to the National Bureau.

Reorganization and revision of the manuscript and extension
of gll stétistical series to l95h, in some cases to mid-1955,
were completed by the authors in the fall of 1955. Editing and
remimeographing for final review and approval for publication
are now under way. Copies of the full report should be
remimeographed and ready by the end of February for submission
for approval for publication to the Directors of the National
Bureau and for circulation to the Trustees of the Banking Research
Fund.

The book shows how the various credit programs of the federal
government developed and where they stand today, describes the
services they offer, records the experience of the government as a
lender, and analyzes the impact of its credit activities on the
econony .

The first draft of the material was made available to the

Hoover Commission in connection with the Commission's study of
federal lending programs.
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2. Bank Stock Prices and the Bank Cepital Problem, by David Durand

-,

This study is being financed with a grant of funds from the
Association of Reserve City Bankers. The grant has been paid in
full to the National Bureau.

The text of the study, except the foreword, has been completed
and will presently be remimeographed for submission for approval
for publication to the Directors of the Netional Bureau and for
circulation to the Trustees of the Banking Research Fund. The
foreword is being written by R. J. Saulnier and is expected

to be ready at an early date.

The study analyzes bank stock prices and the cost of bank
equity capital. It examines systematically the ratio of price
. to book value during the period 1946-1953 when bank stocks
1frequently were selling at discounts from book value and many
|banks were reluctant to float new issues for fear of diluting
the stockholders' equity. Estimates of the rates of earnings
and dividends that are reguired to support bank stocks at book
value are developed for 117 banks broken down into six groups,
and means are provided for estimating how these required rates
may be medified by various strategic factors -- such as size of
bank, the ratio of deposits to capital, and the ratio of risk
assets to capital.

R gprporate Bond Chq;gpterispips and Investoz;gxperiqug,'by L

-

. Braddock Hickman

This study is the second volume of substantive findings growing
out of theACorporatg Bondmﬁgsearch ?;Qcht. It is being financed
mainly with grants of funds by the Merrill Foundation for the
Advancement of Financial Knowledge. Appropriations by federal
agencies and grants by the Life Insurance Association were the

major sources of the funds that covered the cost of compiling
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the data on which the study is based. A limited amount of funds

were authorized by the Trustees of the Banking Research Fund

for the project all of which have been paid to the National Bureau.
Revisions of this manuscript and mimeographing are expected

to be completed by March 31, 1956, at which time it will be ready

to be submitted for approval for publication to the Directors of

National Bureau and to be circulated to others.

Basic data on the volume, characteristics, and experience of
corporate bonds issued and outstanding since 1900, as developed by
this study, provided investment institutions and public regulatory
agencies with information they needed to appraise prevailing
investment policies. In addition to influencing these policies,
the results of the study became the basis for amendments to the
laws of New York and other states regulating the investments of
trust funds, savings banks, and life insurance companies; and
also for the setting up of loss reserves for employee pension
plans, and for broad economic studies underlying the sstablishment
of the variable annuity program of the College Retirement Equities.
Fund of the Teachers Insurance and Annuity Association.

Statistical Measures of Corporate Bond Experience, ﬂ///
by W. Braddock Hickman

This compilation, the third and final volume growing out of
the Corporate Bond Research Project, is proceeding concurrently with
the completion of the second volume mentioned in the preceding
paragraphs. It contains the detailed data on corporate bond
characteristics and experience and is expected to be ready for

printing late in 1956.
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5 Economic Fluctuations and Urban Real Estate Finance,

by Wolfgang Stolper

This report is the seventh and final volume in the series of
studies in Urban Mortgage Financing.

The Urban Mortgage Real Estate Finance Project, as noted
above, is being financed with grants of funds from the Association
of Reserve City Bankers, the Life Insurance Association of America,
and the American Life Convention. All of the funds authorized
by the Association of Reserve City Bankers for the support of the
project have been paid to the National Bureau,

The manuscript of this report is in draft awaiting review by
the National Bureau's staff. It is hoped that the review can
be completed by mid-1956 and that during the summer the author
can prepare his work fo? consideration by the Directors of the

National Bureau and others.

Related National Bureau Studies

In addition to the studies included under the Financial Research

Program that are being conducted with the support of grants from the
Association of Reserve City Bankers, other investigations in finance

are going forward under the National Bureau's general and other programs.
In the belief that some of these will be of interest to bank officers

and to banks the following are listed.
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l, Studies in Capital Formation and Financing

In mid-1950 the National Bureau began an inguiry into factors
that determine the long-run demand for capital investment and for
capital funds in the economy of the United States. The project is
being conducted with grants of funds from the Life Insurance Association
of America.

The inquiry is organized primarily about the major capital using
sectors of the economy -- agriculture, mining, manufacturing, public
utilities, residential real estate, government, and the foreign sector.
Each is the subject of study designed to analyze the factors that have
determined trends in capital formation and financing in the sector and
to indicate, so far as possible, the significance of these factors for
the future.

Another part of the investigation focuses on intermediary financial
institutions in order to establish trends in external financing channeled
through thé different kinds of institutions and to link them with various
groups of capital users.

Titles of the books in preparation are:

a) Capital Formation in Residential Real Estate: Trends

and Prospects by Leo Grebler, David M. Blank, and
Louis Winnick

b) Finencial Intermediaries in the Saving and Investment
Process in the American Economy, 1900-1952, by Raymond
We. Goldsmith

c) Capital Formation and Financing in Agriculture,
by Alvin S. Tostlebe

d) Capital Formation and Financing in Manufacturing and Mining,
by Deniel Creamer, Sergei Dobrovolsky, and Israel Borenstein
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e) Capital Formation and Finencing of Public Utilities, by
Melville J. Ulmer

f) gggital Formation and Financing in Government, by Morris
A. Copeland

g) Capital Formation and Financing in the American Economy:
Summary Volume, by Simon Kuznets

The first two of the above-listed books are in press. The others

are nearing completion and are expected to go to press in 1956 or 1957.

2+ Postwar Capital Market S+tudy

This study is an integrated analysis of developments in the American
capital market during the postwar decade, 1946-1955, to show how the
functioning of the market has changed in response to social and economic
changes over the past quarter century.

The rise in the federal debt; the shift toward greater dependence
by corporations upon internal sources of funds; the changes in the finan-
cial structure of banks; changes in the sources of and outlets for
savings; the rise in the importance of life insurance companies, pension
funds, investment trusts, and mutual funds among financial intermediaries;
and other developments have made the postwar capital market different
from the prewar. The study is designed to analyze such changes and to
throw light on their significance.

The investigation is being financed by a grant of funds to the National
Bureau by the Life Insurance Association of America. Work on it began in

July 1955.
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Explorations for New Studies

The Trustees of the Banking Research Fund at their April 1955 meeting
expressed interest in three financial areas -- lending policies and
their bearing on the quality of loans in booms and depressions, the
structure and behavior of interest rates, and the changing structure
of credit and savings facilities -- and requested the National Bureau
to make exploratory studies and to plan new work in one or more of
those areas,.

The results of the National Bureau's explorations and its recom-
mendations are included in the attached report, Suggestions for

Further VWork.
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A. Financial Research Program

I. A Program of Financial Research
BOOKS
/

Report of the Exploratory Committee on Figgncial Research, Exp1%£5;0f§
Committee on Financial Research, 1937

(
Inventory of Current Research on Financisl Problems, Exploratory ‘{lmw -
Committee cn Financial Research, 1937 ’ )

PAFERS

Research in Securities Mhrketa,(ggpioratory Committee on Research in
Securities Markets, 1946

Research in the Capital and Securities Margggg, Exploratory Committee
on Research in the Capital and Securities Markets, 1954

II. Studies in Consumer Instaluent Financing

A

BOOKS 5

Personal Finance Companies and Their Credit Practices, Ralph A. Z/////
W vJ(L' Young and Associates, 1940

4

\ O Q}\?éu“j Sales Finance Companies and Their Credit Practices, Wilbur C. L////
Plumrer and Ralph A. Young, 1940

AN oA
% 41)”” Commercial Banks and Consumer Instalment Credit, John M. Chapman and 4>////
Associates, 1940

4///’

Industrial Banking Companies and Their Credit Practices, Raymond J.
Saulnier, 1940

Government Agencies of Consumer Instalment Credit, Joseph D. Coppock, i///
1940

The Pattern of Consumer Debt, 1935-36: A Statistical Analysis, Blanche Z>//
Bernstein, 1940 e

The Volume of Ccnsumer Instalment Credit, 1929-38, Duncan McC. :L///
Holthausen in collaboration with Malcolm L. Merriam and Rolf
Nugent, 1940

Rigk Elements in Consumer Instalment Financing, David Durand, 19hIl///
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Publications in Finance, 1936-1955

Consumer Instalment Credit and Economic Fluctuations, Gottfried _-~
Haberler, 1942

Comparative Operating Experience of Consumer Instalment Financingél;////
Agencies and Comuercial Banks, 1929-41, Ernst A, Dauer, 1944

BULLETINS i/////

The Statistical Pattern of Instalment Debt, R. A. Young and Blanche

Bernstein, 1939
The Volume of Consumer Instalggg} Credit, 1929;}938, Duncan McC. )/////
liolthausen, Malcoim L. Merriam, and Roli Nugent, 1940

TECHNICAL FAPERS

Factors Affecting the Demand for Consumer Instalment Sales Credit,
Avram Kisselgeff, 1952

Studies in Business Financing

BCOKS
Term Lending to Business, Neil H. Jacoby and Raymond J. Saulnier, o
10542

Financing Small Corporations in Five Manufacturing Industries, v///,
1926-36, Charles L, Merwin, 1942

Accounts Receivable Financing, Raymond J. Saulnier and Neil H. 1////
Jacoby, 1943

The Financing of large Corporations, 1920-39, Albert Ralph Koch, 1943 J7///

Financing qulpment for Commercial and Industrial Enterprise, t///
Raymond J, Saulnier and Neil H. Jacoby, 1944

Financing Inventory on Field Warehouse Receipts, Neil H. Jacoby [///
and Raymond J. Saulnier, 1944

The Pattern of Corporate Financial Structure: A Cross-Section t///
View of Manufacturing, Mining, Trade and Construction, 1937,
Walter A. Chudson, 1G45

Corporate Cash Balances, 191k-43: Manufacturing and Trade, Friedrich
A, Lutz, 1945

!

Business Finance and Banking, Neil H. Jacoby and Raymond J. Saulnier,/é;//
1947 '
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Publications in Finance, 1936-1955

Corpeorate Income Retention, 1915- 43, Sergei P. Dobrovolsky, 1951

Conference on Research in Business Finance, Universities-National
Bur=au Committes for Bconomic Research, 1952

IV. Studies in Urban Mortgege Financing

BOOKS

Urban Mortgage Lending by Life Insurance Compasnies, R, J. Saulnier,
1950

The xggact of Government onvgggl Estate Finance in the United
States, Miles L. Colean, 1550

Urban Real Estate Markets: Characteristics and Financing, Ernest M.
Jlsher, ;051

Histox V and Policies of the Home Owners' Loan Corporation, C. Lowell
Harriss, 1951

Commercial Bank Activities in Urban Mortgage Financing, Carl F.
Behrens, 1952 ;

Urban Mortgage lending: Comparative Merkets and Experience, J. E.
Morton (in press)

Economlc Fluctuations and Urban Real Estate Finance, Wolfgang
Stolper (in manuscript)

V. Studies in Agricultural Finance
BOOKS

Mortgage Lending Experience in Agriculture, Lawrence A. Jones and
David Durand, 1954

Patterns of Farm Financial Structure, Donald C. Horton (in press)

CCCASICNAL PAPERS

Cost and Returns on Farm Mortgage Lending by Life Insurance Companies,
19&5:19h7, R. J. Saulnier, 1949

Agricultural Equipment Financing, Howard G. Diesslin, 1955
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VI. Studies in Corporate Bond Financing

BOOKS

The Volume of Corporate Bond Financing since 1900, W. Braddock l/f/
Hickman, 1953

Corperate Bond Characteristics and Investor Experience, W. Braddock
Hickman (in manuscript)

OCCASTONAL PAPERS

Tren§§ and Cycles in Corporate Bond Financing, W. Braddock Hickman&é////
1952

TECHNICAL PAPERS

Basic Vields of Corpcrate Bonds, 1900-19h2, David Durand, 1942 1

Basic Yields of Bonds, 1926-1947: Their Measurement and Pattern, zﬁ//f/
David Durand and Willis J. Winn, 1947

VII. Studies in War Finance and Banking

OCCASIONAL PAPERS

The Banking System and War Finance, Charles R. Whittlesey, 1943

The Effect of Wgr on Business Financing: Manufacturing and Trade,
World War T, Charles H. Schmidt and Ralph A. Young, 1943

The Effect of War on Currency and Deposits, Charles R. Whittlesey,
1543

British and American Plans for International Currency Stabilization,
J. H. Riddle, 1943

Canada's Financial System in War, Benjamin H. Higgins, 194k

Nazi War Finance and Banking, Otto Nathan, 1944

The Federal Reserve System in Wartime, Anna Youngmen, 1945

Bank Liquidity and the War, Charles R. Whittlesey, 1945

Lombard Street in War and Reconstruction, Benjemin H. Higgins, 1949
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Publications in Finance, 1936-1955

VIII. Other Studies
BOOKS

The Pattern of Financial Asset Ownership: Wisconsin Individuals,
1949, Thomas R. Atkinson (in press)

Federal Programs of Lending, Loan Insurance, and Loan Guarantees,
Raymond J. Saulnier, Neil H. Jacoby, and Harold G. . Halcrow
(in manuscript)

Bank Stock Prices and the Bank Capital Problem, David Durand (in
manuscript )

B. Related Programs

I. Studies in the Flow of Funds
\ .@ BOOKS

A Study of Moneyflows in the United States, Morris A. Copeland, 6¢2/~

) 1552

II. Studies in Capital Formation and Financing
BOOKS

Capital Formation in Residential Real Estate: Trends and Prospects,
Leo Grebler, David M. Blank, and Louis Winnick (in press)

Financial Intermediaries in the Saving and Investment Process in the
American Bconomy, 1900-1952, Raymond W. Goldsmith (in
manuscript)

Capital Formation and Financing in Agriculture, Alvin S. Tostlebe
(in preparation)

Capital Formation and Financing in Manufacturing and Mining, Daniel
Creamer, Sergei Dobrovolsky, and Israel Borenstein (in
preparation)

Capital Formation and Financing of Public Utilities, Melville J.
Ulmer (in preparation)

Capital Formation and Financing in Government, Morris A. Copeland
(in preparation)

Capital Formation and Financing &n the American Economv- Summary
Volume, Simon Kuznets (in preparation)
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Publications in Finance, 1936-1955

OCCASIONAL PAPERS

The Role of Federal Credit Aids in Residential Construction, Leo
Grzbler, 1953

Capital and Output Trends in Manufacturing Industries, 1880-1948,
Daniel Creawer, 1954 -

The Share of Financial Interquiaries in‘ggtional Wealth and
National Assets, Raymond W. Goldsmith, 1954

The G{gwth of Physical Capital in Agriculture, 1870-1950, Alvin S,
Tostlebe, 195%

Capital end Output Trends in Mining Industries, 1870-1948, Israel
Borenbteln, 195%

TECIHNICAL PAPERS

The Volume of Residential Construction, 1889-1950, David M. Blank,
1954

IIT. Other Studies
TECHNICAL PAPERS
Currency Held by the Public, the Banks, and the Tressury, Monthly,

December 191 7-December 10LL, Anna Jacobson Gchwartz and Bima
Oliver, 1947
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1941 /42, 1942/43, 1943/4k, 194k/L4s  ©/05
1941 /42, 1942/43, 1946 VBT &
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1943/44, 1944/45, 1945/46 vibe o
1944, 1945/46, 1946/47, 1947/48

194k /45, 1945/46 Wws
1945

1944/45 ‘ w4
1945, 1945/46, 1946/47, 1947/48
1945 ¢

1946 Ww¥
1946, 1946/47, 19L7/48, /7 4F-44, FeT /50 -
1946 ’
1945/46, 1946/47 Pmiz
1946

1945/ 46 {Lf WS
1945/46, 1946/47, 1947/48, ’746’—%7/‘/7%‘774‘0
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1946/47, 1947/48 (hcﬂd /LzﬂdAxA«%J4¢7)i¢x

M

Name
H. C. B. Mynors
Sir Henry Clay
Erich Roll
David Durand
W. Braddock Hickman
Robert D. Leigh
Jonathan Mitchell
Clarence D, Long, Jr.
Etienne Mantoux
Friedrich Lutz
Walter B. Schiffer
Richerd P, Blackmur Coays-
C. W. Bverett
Adrienne Koch
Iucius Wilmerding, Jr.
J. R Y. Stone

Alexander Loveday

"E, A, Goldenweiser

Noel Hall

William O, Aydelotte

Alexander Baykov
Norman S, Buchanan
John C. Cooper

Jacob Viner

’L""(‘f) D.".—‘ (!»: 2

: ol
gl v Lf,,n Oy



1946/47, 1947/48 WL Ragnar Nurkse

1946 /47, 1947/48 Wl Jonn Lindberg

1947 E. F. Penrose

1947 G & Frank Tennenbaum
1947 (1 month) David Mitrany

1948 f % Arnold J., Toynbee
1948 ‘ Richard B, Morris
1947/48 Torquato C. Giannini
1948 : S. V. Wantrup
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"%SCHOOL OF ECONOMICS AND POLITICS Academic Organization

Memberships and Stipends in the School of Economics.

Filed in Vertical File under S, School of Economics and Pplitics.
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1936 « 1946

Since 1936 vhen the first meaders in the School of Feopomice were apvointed,
there have been » totel of twenty-four werbers, The terns of mesbership have
varied from » few moaths to 2e puch, in & single instruge, ow Four years,

The gvernge terwm ver wember boe been 11 monthe, OF the twenty-four mesbders,
lve reaeived stipende from the Inctitute, esomstimes esuprlemented by fimape

eing from sutelde sources. The other twelve mepbers heve bheen finsnced

entirely withont nen of Institnte funda, The nrineinal sources of ontelde

fineneing hove been the Rackefeller Foundntion (7 members) and the Gusgenhelim

| Forndation (% mendars). The total etinends frop the lnetituts over the ten-

- yesr nariod 19%H-N6 hne heea #5) 615,76, Divided amans twenty-four members

and aftar allowanes foy the verying durstion of mexbershis, the nverage
monthly stinend from Inetitute wouress hee been $163.00 per month or somewhot
leee tham 2,000 ner yesr. The members that have received stipendes from
Inetitute funde have aversged eomewh:t longer temms (18 months) snd the average
etinend has been Y2600 per sanum., Much the larger pert of ths Institute fi-
nancing of usherihip in the Pghool of Feomomles has ust come from the so-cslled
"Stipend Fumd® but from the speelal grent smde the School of Feonomice enlled
the Rockefeller-Bomberger Urant,

Apnyt from fellowshipe from the Pockefeller Foundetion snd the Unggenheim

Foundstion, there huve been seversnl inctences of subetantial supnlements to

; Inetitute ptivende from outeide eources snd alme ceees where the entire fi-

nancing wne earrled by outside sgencises.



1. During the firet two yesrs of the membership of € B. L Jdre
he wae & Uagoennels fellow and his study was supported by funds from Wesleyaan
University snd the Batiosmel Buresu of icomowic Reseavch se well 28 by the

Institute.
)

IC.
?. In tke firet year of bis mewbership, 19Mu.k§, Hr, R, P, Blackmsur

s

na&i.na z stinend from the Iastitute of #b,000i4n his escond year the Institute's
esniribution wag 1500 snd the Hockefeller Fouvndstion mede & gyast for bile

through the Inetitute of #2520,

3. During the yesr 19h5-46, the Twentieth Century Fund supporied the

studies of Uy, Horman 5, Duchensn snd Uy, Friedrioh lutz =t no sxpense to
the Institats,

Y, The Bnckefeller Foundation made & five-year grent of 98,000 per yesr
in susport of the studles of Mr. Johm C. Cooper, §2,000 of which wes & supple-

ment to his Institute membershiy stivend of 4,000 sad the remaining 56,000
per yeer wag wade awvailable for research sssistance, ssecretarial help, pur-

. chases of books sl travel expenses,

B, The Institute received from the Zacksfeller Jouandation & great of
$4,000 e ar sdditionn) stipend for Er, Alsassder Lovedey with the understend-
ing that when Mr. Lovedsy tokes up hie Tellowshin st ¥uffield Usllege, the

etivend balsnce will be administered by ¥uffield Cellege,

6. Begiuning in the autumn of 1945, Ny, John Lindberg will be = member

of the Institute entirely finsanced by a two-year grasnt from the BSockefeller



)
Youndsation which provides 36,000 ner year as 8 mesbership stipend snd 22000 ,
for clarienl assistance.

T The Comsittes for ¥eomouic Devalopment is flssneing through the

Instituts the dudles of Mp, Fagnar Wurkse, beglaaing in the aubuan of 1946.

‘Zﬂ

<
Mhis one-yasr grast vrovides for a memberchip stipend of 35,000 znd 2 sum

of 1500 for clerisal assistance,

8, Two membershine in the Schosl of Ycenomice asre entirely without
stipend or finaneinl supmort from sny source. Ons is Dr. Jaged Viner, who
tekes uwp bis profescorshiy st Srinceton University ia the sutumm of 1946 snd

the other is ir. H. 4, Goldenweicer,
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School of Economics

Members - 19UG-47 .
‘)i’ Q. *ﬁ L.-%s,:v*vk-«'wﬁ Pinaneing
' Gooper, J. C. Inst, $4,000 RF  $8,000
Goldenweiser, &, A, - -
Lindberg, Jobn (Sep. 1946) RF
Loveday, Ae In:t‘. 4,000 R¥ 4, 000
 Nurkse, R. (4ug. 1, 19L6) CED
Schiffer, ¥, Guggenheim
Viner, Jucod - -
Wilmerding, L. Inst. 3,000
Roussesux, F, (May-Sep. 10L0) RF

KJ«QM,W-
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1938 « 19L6 .

Since 19%6 when She first mevbere in the Ochecl of Degonomies were appointed,
there have besn = tolnl of twenty-four merbere. %he terms of nesnbership have
varisd from » fov wontha ¥c ne rueh, in » simgle inedonce, mR four years.

The syerpge term ver vemher hne been il nonthe, OF the twenty-four menders,
tvelve received stipends from the lastitute, aometimes auwp-demented by flmape
eing from suteile emyreas. “he other twelve masbers hove heen financed
entirely withont usa of Taniitnte funde. Tha sHrinsinal seurcea of anhelde
finsneine have heen the fsakafollar Fasundedion {7 nesbars) and the Surgenhaim
Foumdatlon (% manhars). The tatal stinande feam the Inetituts over the tes-
yoor narisd 197455 hae haan 5%, 515, 76, Tvided among twenty-four meniers

aad aftar allowanes far the verving dupation of membershin, the sverage

Cmonthly stinend from Inetitute esurces Nee heen F16%7.00 per moath or souewhet

less then $2,000 per yeer. The woubers that heve received stipeads frow
Iectituts funds heve 2vernged somewh:t longer terms (15 monthe) snd the aversge
stinend hae beea 2600 ver smnum. Mech the larger part of the institute fi-
nsneing of mowbership in the ghool of Acomsmice has not coms from the so-called
*Stivend Fuad® bdut from the specisl grant sade the Schosl of Economice cnlled
the Anekefeller-Bamberger Gyent.

Apurt from fellowships from the Rocksfeller Foundetion sad the Cuggesheim
Foundetion, there have been seversl insteances of subetantial sunnlemente to
Inetitate sbioende from outside sources snd alse oreee viere the sntire fi-

neneing wee carried by ocutsile sgencies.



1. During the first twn yoars of the nenmberaip of © y B, L JTe
he was & Uugeenheim fellovw and his study wes susported by fuude from Yeslayan

University snd the Nstiomal Buresu of Yoonomie Tessarch an well as by the

Institute.

"2, In the firat yesr of his membership, 19hL.YE, Hr, R, B, Blackmur

recofved o atinend from the Inatituie of §1,0005tn his second year the Institute's
eontributisn was 21500 2nd the Sockefeller Faundotion made n gysnt for hiws

through the Institute of 2500,

T, During the year 1955.46, the Twensisth Century Fund susported the

etudles of Dr. Norman 8. Bashonaq snd Dr. Frisdvieh Luty % no sxpense to
the Inetitute.

%, The Yockefsller Foundation wnde a five-pumny grant of 08,000 per yesr
in su-pert of the shufies of Mg, John U, Cogper, 52,000 of which wae & supple
went to his Inetitute sesbersids stipend of 81,000 sad the remaining 36,000
per yesr whg mede avallable for research sstistence, secretarial help, pur-

chase of bookeamd travel sxpocees.

‘5. The Institute roceived from the fasckefeller Foundution & greut of
24,000 se an additionsl stipend for Br. Alexsader Lovedsy with the understend-
ing thet wher Yr. Lovedsy tukes ur hie fellowshin at ¥uffield College, the
stirend belence will be sdpinistersd by Wuffield College.

6. Begimning in the mutumn of 1946, ¥y, John g will be » mesber

of the Imstitute entirely finmsced by 2 two-yesr graot from the Dockeleller



e
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Youndrtion which provides 6,000 ver year as & mexbershis ctipsnd snd 51@N0,
for cleriesl sseictonce.

7. The Committes for Feonomic Development 1s flnsncing threugh the

Institute the gulies of My, Teensr Yerkse, beglasing in the sutusn of 19hLG,
$his one-yerr grent provides for s membership stivemd of 2£,000 snd » sum

of ©1500 for clericel nasietpnes,

#. Tvo menbershivs in the beheol of Hcoromice are entirely without
stivend or fineneirl support from soy eource, OUne is Dr, Jocgob:Viner, who
takes up bie profescorship et irinceton University is the sutuma of 1946 sed

the other is Dr. 5. 5. Goldeoweiser.
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SCHOCL OF ECONOMICS AND POLITICS Academic Organization
School documents and memos.

Filed in Vertical File under "E" for School of Economics
anc Politias.

D, School of Economics and Politics



MEETING OF SCHOOL OF ECONOMICS AND POLITICS

February 27, 1945

(1) It was voted thet an invitation to membership should
be extended to C. W. Everett.

(2) It was agreed that the invitetion from the Natiocnel
Buresu for the Institute to nominate a director should be
accepted. -

(3) It was sgreed that Richard Stone should be invited to
membership in the Institute for a period of three mounths with a
stipend of $600 per month for himself and his wife plus & trevel
allowance of §1,200. It wes suggested thet the invitation be
conveyed by ceble immediately.

(4) Professor Riefler's invitation to Noel Helil was approved.
It was expected that the Rockefeller Foundation wiil Iinance
Mr. Hell's study at the Institute.

(3). The project of John Cooper for & study of the international
laws of the air was carefully discussed and it was agreed that
arrangements should be underteken to carry through this project.

It was suggested that the Institute be prepared to finsnce it at
the rate of $4,000 per year for five years, provided we can obtain
e subsidy from the Rockefeller Foundation of $10,000 per year for
the same period, to provide stenogrephic and research assistauce.
It was sgreed that Mr. Cooper's stipend should be $6,000 per year,
$4,000 from the Institute and §2,000 from the Rockefeller Foundation.
It was urged that the expense of this project should be defreayed
out of the Economics Surplus Income Account rather than from the
regular stipend fund. The Director promised to consider this and
to confer with the Treasurer egbout it. The Director has also
-undertaken to transmit to Dr. Willits Mr. Cooper's name and budget,
together with a letter meking e request for assicstance from the
Rockefeller Foundation.

(é) The project of the Twentisth Century Fund for & study of
commercisl policy, internationgl investment and international monetary
errengements was discussed. For many reasons it scems particulerly
fitting that this study should be carried on at the Institute. No
action weas taken pending & consultation with Dr. Dewhurst March 7th and
8th.

(7) It was noted thst Mr. Mitchell's membership expires ierch 31,
1945 and that Mr. Wilmerding begins his membership March 1, 1945.

{8) Dr. Goldenwsiser is expected to visit the Institute March 13th
to 15th end the question was discussed of extending him an ianvitation
to membership at some future time. No actien was taken.
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Meeting of School of Economics end Politics February 7, 1945

(9) The proposal to invite Miss Timlin to the Institute
should she secure a Guggenheim Fellowship was discussed but no
definite action was taken.

(10) The whole guestion of possible new eppointments to the
Feculty of Economics and Politics was discussed and it was agreed
thet a list of names should be prepared from the:fields of

\J economics, politicel science and history for future consultation.

_ (11) The possibility of the location in Princeton of some
«\{ part of the work of the National Buresu was discussed but no
action was taken. ;

(12) It wes agreed that Dr. Kann should be notified that

his period of membership in the Institute should end at the
expiration of the present academic year.

Frank Aydelctte



MEMORANDUM

MEETING OF SCHOOL OF ECONOMICS
JUNE 29, 1945 o

1. Stewart thinks it probsble thst Viner will refuse the
Princeton invitation. Viner returns to Princeton July 19th., If he
has refused the Princeton offer by thet tise, Mr. Stewart may sound ;
~ him out informally as to the pessibility of hig coming to the Institute.
FA to discuss the matter with Pregident Dodds August lst before seying
‘anything to Professor Viner,

2. If ¥r, Lovedsy leavee the Lesugue of Netions, it is proposed
to offer biu membership in the Institute for two years with & stipend
Ty ] 8e $4,000 per year plus en edditionsl §4,000 or $6,000 from the
- Rockefeller Foundetion,

3. FA to invite Professor Normsn S. Buchenan and Dr. Friedrich
Luts to membership. FA to write a letter of invitetion to Noel Hall
and 1f poseible see him in Englsnd,

4e Per Jecobson will spend & few months &t the Institute as a
visitor. He will need sn office but no tnvitetion to membership.

5; Mr. and Mrs. Richard Stons srrive in Ssptaember. FA to see
them in Englend if possible. !

6, Dr. Goldenweiser will return from Burope snd take up his
work at the Institute in Decesber or January.

7. During the sbgence ol Mr. Blackmur end ¥iss Xoch aﬁd various
League members this summer, their rooms cen be used for visitors. It
is proposed to keep lHr. Slackmur's room especlelly for this purpoze.

8. It was the sense of the Department thet & suggestion should be
pade to Mr. Cooper thet he resign his directorship of Psu American
Alrways sbout the time that he tekes up his work st the Instituts, say
Janusry lst.

9, Dr. Stevens of the Nockefeller Foundestion is prepsred to meke
a grent for an exploratory study of & project on the Anmels of Congress.
It wes suggested thet Dr. Chester Wright who ie now retiring from the
University of Ohiicago might be a good men to make thie study,

10, It wes voted that the Department should very regretfully
decline Professor Patton's application for membership.
Frank Aydelotte
Fhsjsr g

AN



* SCHOOL OF ECONOMICS AND POLITICS
STIPENDE
1945-1946

HENBERS

Richard P, Bleckmur, Rockefeller Foundstion
Grant, $2,500

" Normen S. Suchenan

Jobn C. Cooper, Jr. ;
Rockefeller Foundetion Grant, $8,000
Ingtitute for Advenced Study, 4,000

Cherles Werren Everstt, Rockefellsr Foundeation
grant-ln-gid

E, £, Goldenweizer

Noel Hall

Adrienne Xoch, Guggenhelm Fellow ?
Friedrich Lutz

Blchard Stone

Lucius ¥ilmerding, Jr. ?

7319145

§1,500
o stipend

4,000

No stipend

No stipend

No stipend

Ho gtipend

$600 & menthhfer
3 months, plus

trovelling sxpenses

i
¥

i &



BEMORARDIR OF WINUTES OF REEPING OF
SeEDGL OF ECOUORIGS AKD POLITION

FEBBUARY XT, 1987

Presenty Dp, Aylslotte, Professsr Blefler, Profecsor Btewsrs
w88 Professor ¥arren,

The fellowing woles were unanlsoesi

{1} That Sr, B, A, Gs)ismwelesr ghould bave renewal of hie
ssubsrshiy An ths Inetitute for the sesiemie year 1957.1988 without
atipend,

{2) Tast ®r. Luclus ¥ilmerding should be renswed for the year
19671958 with & stipend of §3,000.

(3) Tnat Profescor Jasob Yiner should be eppolnted senber
without atipend for the year 10671088, Sinee this i We, Yiner's
sseond yaor, ne Faoulty actlion e nesded,

(%) The same spriled to e, Jodn O, Gooper and Wy, Jobp lindberg
whsse seabaroning &od stinands are slresdy srranged.

{5) Infores) sation af the Sehos) in appointing ProTessor 8. H,
Gare b0 memberghis fov the sesond term of 19E7.10M8 with a stipend
M" E1, 500 frosm $he Careegle Uosrporetlong Proferaor fHans Yobn of
Mth @Gollegs t9 mesbarenip Tor the seoon’ fers of 1987.1088 with
stlvend »f §2,500 sad Golone]l Bhizkin o weabepatiy for 15B7.1088
withoutatinend wus approved,

{6} It wews wotad thot 48 onse Profeseor Dovid Hitrany should
Find 1% possible %o apend a lonper tise st the Ineiitave during the
asefesie Feur 1947.1048, nle stipend sdaht be Lnorsseed from §3,200
to 41,800 at the ganerel rats of §700 per week for the time wnion he
spends 2% Lhe Inatituse,



- B ow-

(73 1% wae noved that Professor Walter Seniffer vill become
an asslotant %o Mr, Ooaper withoul any esxll on Tretitute fumds and
there wag genersl dlseuesion of poselble aprolatmesnte for Profepioy
Kargets and Professor Opsngler of Duke in whileh cases no action

Wok Gaken,

Frank Aydelotte
irestor



School of Economics and Folities
1948-1949

Stipend Appropriation

Bdward H. Buehrig (lat term) $ 837.50
(+ § 837,50 from Carnegie Fund
+ $1500,00 from SSRC grant)

John C. Cooper 145000.00
(* $2000 stipend from Rockefeller
+ $6000 expenses from Rockefeller)

Denna F, Fleming (fu1) yeard 1,500.00
(+ $1500 £rom Carnegle Fund) 6 0
» . Dalance
E. A, Goldenweiser $5,000 Committee on Tconomic Development
(for expenses other than salary)
Walter Sohiffer $1,200 FEockefeller-Bamberger Fund
($100,00 per chapter, on submission (Ralance April 1, 15L8: $63,L,15.69

and Fagulty approval of chapter;
expects to complete 12,)

David Mitrany $1,200 Institute Budget, fiscal 1948-L9
(+£2800 from available funds)

Non~gtipend Members

Herbert Felis (full year)
(may require grant later in year)

Jacob Viner (permanent)
(no formal appo!ntment yearly)

Es Lo Woodward (lst term)
{5-week viaitor)_

Fellowships and Special Crants
(not handled by Institute)

Ansley J. Coale (full year) §5,000 (SSRC-NRC)
Josaph S, Davis (2nd term) Rockefaller Foundation
Arnold J. Toynbee (2nd term) Roekefeller Poundation

10/28/48 /



S5~year
project

2nd yr of
memberghip

2nd yr.of

wemnbsrship

2nd yr.of
nembership

2-1/2 years

menbership

Jrd year
memberahip

WEMBERSHIP - SCHOOL OF ROUNOMICS - 1947-48

—JBne pnd Projest

Cocper, Jobm G,
(Hige Miers, res. Ass's.)
Project: EStudy of the law
of intermational sviastien

Goldenweiser, B, A,
Freject: study of monstary
and credit problems

Lindberg, John
Project: preparetion of ms.
on & soclial philosophy

Furkse, Ragnar
Projeet: study of inven-
tories,

Sehiffer, ¥alter 3B,
Projeet: Study of conflict~
ing idess in international
argenization.

¥ilmerding, juciue, Jr.
Froject’ study of govern-
asnt sccounting offices

‘@ end of QGlamnini, T. O,
_vember Project: will work in con-
Junection with Cooper study
' 2nd ters ¥antrup, S. V,

Project: study of scomemic
fluotustions is thelr rela-
tionas %o pelitical aad in-
stitutional changes

20d term Toynbes, 4, J,
Project: contioustion of
"Study of History®

visiter Balogh, Thomas
2nd ters

§ Merrie, R, B,

? Copland, D. B,
Permanent Mitreny, David
Hembyr

EQLITI08
l-yesr Shimicin, Demitri
2nd term Carr, E, H,
Znd Yerm Kobn, Hans
Znd term dumner, B, H,
5 -5t

(Carnegie Seminar Fund)

Sffice s IIIERE oo
6.006 QM)
305 Rockefeller 8,000 (2,000 stipend) Usespended balsnce of total HF
306 Iastitate 4,000 {etipend) grant of 540,000 to revert to
Youndation at 6/30/50
206 ne financing 0. E. D, project under considers-
tien
08 Roekefeller 6,000 stipend Grant of §14,000 mads by EF for
1,000 other 2-yeay peried with unezpeaded
balsnce revertiag July 1, 1948
303 C.B.D, 6,000 stipend {office to be veceted endof lst
(first yesar only) serm; hold for Vantrup)
202 Guggenhsin {twe years) FTirst two years of membership
Institute 1,500 stipend under Guggenheim Fellowship intes
for aix months rupted one year %0 allew 8. te
{elso regeives $60 menthly teach at Syrecuee., Fellowship
from Cooper fund for pert- complsted 4/30/47. Present Inmsti
time conmaltstion) tuts membership to terminste
Apri) 1, 1948
307 Instituse 3,000 stipend
_ mems  no fimsneing ~ Prof, Viner is fall-time &t
e 22 —— the University ’
n3 Bockefelisr 3,000 stipend {delayed im obiaining visa
and passage from Italy)
(303} Cuggenheim Arrives in Janusry, 1948; sember-
{fer severn months) ship through July, OUa leave fros
: Univereity of Osl ifoernie
h-wing Rockefeller gramt (through Pref, Toyabee will arrive: the
Chatham House, Lendon) middle of Februsry for a
thres monthe' stay.
on leave from Oxford; will spead
apprex. 3 vesks here March-April
Guggenheln
"proposed membership”
Proposal for annual visit under
consideration.
107 Provided own financing (Social Science Researhh
Council Fellowship)
108-4 Carnegie Seminar Fund-$3500 (#2000 stipend, $1500
expenses )
108 Carnegie Seminar Fund-32500
107=-A No stipend: To pay expenses Visitor
to and from England and (About i weeks
expenses in this country in spring)
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Deay Toynbes:

Word has reached me through Dr, Willits that you
now plan to come to Princeton in January and spend four
monthe with us, We are delighted with thies npys and heve
already arranged such mattere as living specéd fnd office
adcommodations for you and Mreg, Toynbee,

Since, owing to the pressure of ¥
aerta.m ehemges in plans have 'beem

qembershins,
- i 3 dewcwibe

B £44ly it was not poseible

to reserve ‘one of tha mall Ina. {t¥ig/houses for a four monthe'
period, since they were A OX mmrn who will be in
rasidence through the o ponr, 1 beliwe. howover,
we have a substitute wh .
and convenient, b, miam&. thrae-mam a;;\a.rt-—
ment (living room, bedrody,~eiAthén snd bath) on the second
floor of an aparthieat oo Falmer Square, 1 am enclosing
a floor plan, sp Fou andAirs, Toynbse can see the scale and
character of acpdmr jo3 The reat, to be paid to the

- Institute, is X5 \a momty for Jammery and Pa'bmry. and then
ig to be ralsed 28%, or to $82,50 for March and April, The
telephone, gos and light are geparate,

¥hile you will not be as near the Institute as you would
be in one of the amsll houses, in some ways you may be more
comfortable, particularly during the winter months, There is
& regular Institute bug corvice bebtween Palmer Square and the
Institute, Unless I hear from you to the econtrary, we will
roserve this apartment for you from Jenuary through April,

ame lueary of office spece as during your visit in Merch, 4n

office space; The Inatitute camnot provide quite the
tfﬁae-lame enough for both you and Hrs. Toynbee hag been set

e

"5«,&&

1
9
;
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aside in the Humanities Wing. TYou will be nearer the classi- ,
eists than the economists, but this msy make you feel eyen )
nore at home and in any csse, it will be quiot and free from 1
intrusions,

il a2

I hope you will heve no diffienlty in arranging your
steanmer sccommodations, When you have made your booking,
could you let ns Xmow as promptly as nogszible your expected
date of arrival, If there is anything I can dp for you please
do not hesitate to let me know,

———r

411 of us are looking forward to your stay
woant to make your periocd of memdership ss—witatent and produec-
tive as nossible, 1 continue to feelthmt—y S
come to this country for the DUrpoge

of History was not only basieally
My very dest regards to B&Y

sincgrely ¥

Halter VW, Stewert

Professor A, J,
Chatham House

10 St. J@G‘s r:_ <
London, Bngland
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