9 o voot Ly | It SRt T
1945 j /12 (A% g4
- ’ ((&&FST@thu
ABCHOOL OF ECONOMICS AND POLITICS Academic Organization bk
b : Ay
STEWART, W. . Biographical : ﬁ%mﬁ
RIEFLER, W. o

Report, School of Esonomics and Ppolitics.

~
Filed in Vertical File upger S, School of Economics and Politics.

Thie Maa prshaps o bt M temm pn Vho, K Alples

"-;3:\%';_4; {%} M‘;ﬁ ' M b 'ﬁ
bido b RASOGA,

y #
]\,«\M',a.ﬂ?cd‘*‘ fd i
Nﬁ”“ﬁ e Grthadevtdidon U A

L. ﬁ_@m & »fr.«é
reemtd  Wh VRO, Cakmty WS dvw Al b il P b
A Fo bat e

Q ~l”5"‘*q"‘“"“‘”w‘““‘“ﬁ"

S File, Sch, of Econ. & Pol. (B & M) 1947-8



G
MEMBERS :

From the first, the School of Economics has teken a wide giew of its
range of interests. Economics describes manizind in the act of making its
living; but mankind engaged in m§k1ng a living is a complicated being. He ,
makes his liv}ng within the fraﬁework of social culture and a ziven political
gsystem. On the other hand, specific economic functioning is highly technical.

Furthermore, economics involves certain relations to space and time; no

economy is exclusively national, and economic institutions have deep roots
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in the past. Hence, we have considered as belonging to our field such devioms
stﬁé&gﬁ as those of Hickman and Durand on the measurement of changes in
iﬁterest rates--a technical subject; Blaclmmur's biographyof Henry Adams--
cultural history; Cooper's work in air law--which involves the relation of a
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new form of transportation to contemporary society; and Lindberg's study of % Al
' S

(2,

the theory of social equilibrium~--which, although metaphysical in approach,

centers upon an economic theme: the utilization of economic surplus., At firststvhl F

glance these subjects seem remote"from”éaéh‘ogheré if Qgs believéd. and !
events have demonstrated, that they were integrated. The American educational
system contains no other institution purposively expressing this theory of

'1ntegration. but the School is persuaded that its concept is sound.

The School has never hadatiz ﬁumber of members which seemed désirable,
This is attributeble to two obvious reasons, and éne which is less obvious.
First, during thslng, the government, one way or another, drew heavily
on potentiel membership., Second, since the war, most colleges have been
ﬁnable liberally to grant leaves of absence. The third reason is more
lasting, Maturity comes late in the sccizl sciences, and we have sought
mgmbers of»g‘ce:taig maturi@y: hBut such qualified persons are often diffi-

cult to transplant. 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
than the other Schools., If we are to continue our criteri:l of membership,
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 privecy, and even a certain amount of comfort, While member-
ships have usually been proposed for one year, it has been found that in a
majority of cases, two years is required tc cerry the task, and then, some-
timee, not to completion,

On the experience of the past, it seems likely that: (&) our membership
will never ﬁe large; (b) that it will require a falrly large space; (c) that

the scale of stipends will be relatively high, and (d) that the turn-over

will be rather slow,

Outside 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. Biefler'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 Foundation; Dr., Riefler

was formerly very active with the National Bureau of Economic Research, and

. subsequently with a committee studying the economic consequences of the atomic
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bomb, Mr. Warren has been, since the beginning, a member of the Committee on

Economic History., Activitids of this kind are fitful in incidence, but they

‘seem definitely germane to the functioning of the School.
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Visitors:

Beside members, the School has developed a 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 a8 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 days. Visitdrs
do not usually involve stipends; sometimes they require small amounts of
expense money; usually there is no cost, It 1s believed that this type of
association is mutually helpful, and we should like to expand it, Visitor-
ships of some duraticn are predictable; the briefer ones are not. For that
reason, the School needs a limited amount of space and secretarial service

contingently at kts disposal.
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. Appendix, '3 I
THE AMERICAN COLLIITTEE FOR INTHUENATION:#L STUDIES

The outbreak of war in Europe hus brought to the stage of acute crisis
those issues of international relations which have grown steadily more grave in
recent years and which have been of increasing concern to American scholars and
to the American people. The interests, the opportunities, the obligations of
the United States in this situation - these questions have become the most urgent
in American public affairs. They require‘not only objective appraisal of the
more immediate issues of American neutrality in Europe and the Far East, but also
a reexamination of the basic interests of the United States and of methods for

safeguarding those interests during the course of the war and post-war settlement.

3 Under such circumstances social scientists in the United States, as

elsewhere, are confronted with an increasingly urgent task in relation to the dem-
ocratic formulation of public policy. If American scholarship is to discharge
its sociali responsibilities, it must discover and evaluate those profound dislo-
cations and maladjustments in international relations now accentuated by war, must
search the record for the lessons of experience, and must relate these facts to
the problems of peace and international order. On the whole it is the position
of the United States in all this which American scholars are best equipped to
analyze, although problems which seem to be primarily or exclusively American can
only be cealt with on the basis of an approach which is broadly international in
character.

In a country as large as thc United States, this intellectual responsi-
bilify'runs far beyond the confines of eny singie agency. International studies

cut across several academic disciplines - notably history, economics, politics,

‘| international law, sociology, and, morz recently, anthropology, ana psychology.

o
“The resources already applied to international studies, or available for this pur-
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pose, are widely dispersed among scores of colleges and universities, research
institutions, foundations, financial and business corporations, government agen-
cies, and educational organizations. In the past two decades these resources

have multiplied as public interest in internstional affairs hes grown. To draw
them togethcr in a single pattern of study would be out of the question and, in
any ecasc, Epd651rablo. Regional differences in American interests and attitudes
on world affairs é;é‘conmonly exaggerated by foreign observers, but they do exist.
Moreover, such differences, couplcd with the diversity in viewpoint of various
groups and orgenizations, private and official, c¢re an aid to the many-sided and
democratic study of public issues.

Wi Nevertheless, therc is clearly o need for some degree of ¢ ination
through o central & cncy charged with the responsibility for an over-all’ v1ew

and a certain degree of ovcrfg}£“g}anning. Particulerly is this true today. The
oﬁtbreak of war in Europe hes impelled many individuals and institutions towards

a new exemination of the problems of internationsl relations, particularly post-
war reconstruction as viewcd in the light of experience. If each set to work with

ignorance or only casual regard for what others are doing tnere would be fruitless

duplication, and, more serious, a failure to rcalize the bencefits which might come

from a clearing of plans, a combination of c¢ffort, and the exercise of some measure
of group consultation.

To deal with some of these scknowledged problems the American Committee
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for International Studies has recently incugureted a two-year program, with the
e——

advice and endorsement of a represcntative group of scholars assembled at o week-

end conference at Rye, New York, in the autumn of 1939. This Committee (formerly

war Tt

known as the American COOlenctlné Committee for Intcrnatlonal Studics) has been

for some ycurs tnc Amcrlcmn mumbbr of the Intcrn‘tlon l utuales Conference and will
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continue to act as such. With the aid of the Rockefeller Foundation, which has

provided the administrative expenses, it will broaden its activities in the di-

rection of plamning and stimulating American studies in international relations. |
In other words, its participation in the study program of the Studies Conference
will now extend beyond the preparation of specific monographs under its own auspi-
ces to the establishment of a representative American agency for information and
consultation and for planning and recommendeation in this fieid. By such informal
means' it hopes to enlist tae varied resources of Americen scholarsnip in & de~-

~a

centralized but integrated program of research.

The qualifications of the american Comaittee for this task are sug-
gested by its represcntative membership. Edward Mead Earie of the Institute
for Advanced Study at Princeton, is the Chairwen and will dirget the research
program. Other members of the Committee are as follows: Frederick V. Ficld,
American Council of the Institute of Pacific Relations; Frank R. McCoy, Foreign
Policy Association; Whitncy H. Shepardson, Councili on Foreign Relations; James
T. Shotwell, National Committec of the United States on Intcllectual Cooperation;
J. B. Condliffe, University of California; Alvin H. Hensen, Harvard University;
Calvin B. Hoover, Duke University; Philip C. Jessup, Columbia University; Chester
Lloyd Jones, University of Wiscomsing C. F. Remcr, University of Michigen; Jacob
Viner, University of Chicago;_Hepry M._Wristpn, Brown University. The seccretery
of the Committee is William W. nggyoou, formerly of the American Council of the

Institute of Pacific Relations. Its headguarters are &t thq‘lpstituteﬂfor Advanced
Study, Princeton, New Jersey. |

» K bfogfém suéhsas that outliined above must have some focus, some criter-
ion of sclection. It has been decided, therefore, to center it upon subjects

which, broadly interpreted, relate to tae intercsts und policies of the United

States as affected by the world crisis in both Europe and the For East. These
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questions will, of course, necessitate some consideration of the terms of a dur—
able peace, and particularly the terms upon which the United States might parti-
cipate and the contributions which it might mske to international order.. It is
possible, furthermore, that American experience with feceraliem, Pan-Americanism,
Canadian—-American relations, and such economic agencies as the Tennessee Valley
Authority may be of significance abroad in reconstituting intefnational relations
on a more stable and prosperous basis.

Within this field the American Committee will lend its efforts to
bringing about the most effective utilization of American scholarly resources.
This will be done by informal consultation with scholars, officials, and laymen
in the United States and abroad, by reviews of progress, exploration of new
fields, promotion of collaborative work, and the continuous exchange of informa-
tion. As a first step the Committee is making an inventory of research already
in progress and plans in process of formulation. Where needs and opportunities
are found to exist, the Committee will call thecm to the attention of interested
and competent scholars and will endeavor to furtner promising projects by suggest-
ing personnel andlattempting to locate suitable research and conference facilities.

It is intended that the Committee will have advisory and informative
rather than operating responsibilities. It will work through existing agencies,
whéther it be a matter of a study group on commercial policy, a monograph on a
legal question, or the collection of war documents by hAmerican libraries and
scholars. The result will not be a uniform series of studies under single aus-

. pices, nor an all-inclusive program of resesrch. It is hoped, hcwever, that the
Committee, in cooperation with other agencies, will be able to lend its support
where it will count the most and in & number of wuays give a forward impetus to
American thought upon this range of problems during an extremely critical period.
The Comnittee has no funds to Sisapes wessorch prejects Aigeli sed doee fiot gro.

LS B

pose to undertake studies under its own zuspices except as its commitments to the



Internationzl Studies Conference may require. It will not be directly concerned A
with the crystallization of public policics or -with populaer education, although
it will not be disinterested in relating scientific research to questions of
policy. The general objective is the widest utilization of exisfing.aata and the
stimulation of new and constructive wpproaches to the study of international
affairs. |

It will be evident that this undcrteking, if successful, will contribute
directly to the program of study adopted by the Intern;?;9qa}m$§ggéi§mgggfffgncc
at Bergeﬂ. The reorganization of the dmericun édﬁﬁitteu and the adoption of these
new actiﬁities represent an effort to contribute more effectively to the purposes
of the Conference by helping to guide American studies, under whatever auspices,
broadly along I. S. C. lines. It represents an effort to adapt American partici-
pation in the Conference both to the exigencies of {he war situation and the char-
acteristics of the American institutional setting.

Mr. William W. Lockwood, the vecretoary of the Committee, is now actively
engaged in the field making a survey gf”work a}rggdymiprprobress in universities
and research institutions. Professor Ear}gg the Chairmen of the Comamittee, is
maintaining liaison with foundations and individuals who in the past have supported
research in international relations and who have expressed an interest in the
activities in which the Committec is now engaged. As soon as it is possible to
obtain a bird's-eye view of the situation as a whole, a more cefinitive program

ill be evolyed'and further recommendations made. The exact procedure will nec-
essarily have to be devised in the light of experience. In other fields, exper-
ience incdicates that a useful service can be performed Ly the stimulation of per-

sonal contacts and cooperation--of "intellectusal trade"--between scholars here and

abroad, anc between scholars and other interested persons. By such "clearing-house"
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activities, much can be done to c¢liminate (or encourage) duplication, to fill
existing gaps, to suggest new approaches, and to bring about new contacts and
collaborative efforts. There is rcason to be skeptical of the value of formal .
lists of research projects and bibliographies, but the Committee will welcome
suggestions as to any procedures likely to be fruitful.

One specific problem to which the Committee has already given attention
is that of facilitating the collection of war documents for the use of libraries,
‘research institutions, end scholars. & sub-committee has prepared a plan fof the
establishment of a centralized agency to describe the available aocumentary
materials, which, despite their unsystematic anc ephemeral form, are of both
immediate and permanent interest to'students of international affairs. It is
hoped that funds may be provided by one of the foundations for the purpose of
making it possible for scholars and librarics to obtain the essential war docu-
ments at a minimum of effort and expense.

Inasmuch as no individual or group of individuals can claim omniscience
in work of this character, the Committee will welcome information, advice, and

suggestions from interested perscns. Communications should be addressed te:

Edwerd Mead Earle, Chairman _
Americen Committee for International Studies

Princeton, New Jercey



AMERICAN COMMITTEE FOR INTERNATIONAL STUDIES

Edward Mead Earle,
Chairman

William W. Lockwood,
Secretary

J. B. Condliffe

Frederick V. Field

Alvin H., Hansen
Calvin B. Hoover
Philip C. Jessup
Chester Lloyd Jones

Frank R, McCoy

C. F. Remer

Whitney H. Shepardson

James T. Shotwell

Jacob Viner

Henry M, Wriston

Institute for Advanced Study
Princeton, New Jersey

American Committee for Inter-
national Studies, Princeton,
New Jersey

University of California
Berkeley, California

American Council
Institute of Pacific Relations
129 East 52nd Street, Wew York City

Harvard University
Cambridge, Massachusetts

Graduate School, Duke University
Durham, North Carolina

School of Law, Columbia University
New York City

University of Wisconsin
Madison, Wisconsin

Foreign Policy Association
g West 4Oth Street
New York City

University of Michigan
Ann Arbor, Michigan

Council on Foreign Relations
45 East H5th Street
Yew York City

Chairman of the National Committee
of the United States on Interna-
tional Intellectual Cooperation

Term Expires

1941

1940

1942
1941
1942

1942

1941

405 West 117th Street, New York City

University of Chicago
Chicago, Illinois

Brown University
Providence, Rhode Island

P

1940

1940

* Megsers Field, McCoy, Shepardson, and Shotwell are delegated by their res-

pective organizations to serve ex officio until superceded.

All other

members of the Committee, with the exception of Mr., Lockwood, represent
universitics and research institutions and are nominated by the Social
Science Research Council for a threc-year term.

Communications may be addressed either to the Chairman or the Secretary

at Princcton, New Jersey
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THE AMERICAW CO:LIITTEE FOR INTLENATIONAL STUDIES

The outbreak of war in Europe has brought to the stage of acute crisis
those issues of international relations which have grown steadily more grave in
recent years and which have been of increasing concérn to American scholars and
to the American people. The interests, the opportunities, the obligations of
the United States in this situation - these questions have become the most urgent
in American public affairs. They require not only objective appraisal of the
more immediate issues of American neutrality in Europe and the Far East, but also
a reexaminalion of the basic interests of the United States and of methods for
safeguarding those interests during the course of the war and post-war settlement.

Under such circumstances social scientists in the United States, as
elsewhere, are confronted with an increasingly urgent task in relation to the dem-
ocratic formulation of public policy. If american scholarship is to discharge
its social responsibilities, it must discover and' evaluate those profound dislo-
cations and maladjustments in international relations now accentuated by war, must
search the record for the lessons of experience, ana must relate these facts to
the problems of peace and international order. On the whole it is the position
of the United States in all this which American scholars are best equipped to
analyze, although problems which seem to be primarily or exclusively American can
only be cdealt with on the basis of an approach which is broadly international in
charactcr.

In a country as large as the United States, this intellectual responsi-
bility runs far‘beyond the confines of any single agency. International studies
cut across several academic disciplines - notably history, economics, politics,
international law, sociology, and? more recently, anthropology, and psychology.

The resources already applied to international studies, or available for this pur-
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pose, arc widely dispersed among scores of colleges and universities, resecarch
institutions, foundations, financial and business corporations, government agen-
cies, and educational organizations. In the past two decades these resources
have multiplied as public interest in internetional affeairs has grown. To draw
them together in a single pattern of study would be out of the guestion and, in
any casc, undesirable. Regional differences in American interests and attitudes
on world affairs are commonly exaggerated by foreign observers, but they do exist.
Morebver, such differences, coupled with the diversity in viewpoint of various
groups and orgenizations, private and official, cre an aid to the many-sided and
democratic study of public issues.

Neverthelesg, there is clearly a need for some degree of coordination
through o central ¢ cncy charged with the responsibility for an over-sll view
and a certein degree of over-zll plinning. Particularly is this true today. The

outbreak of war in Europe has impelled many individuals and institutions towards

a new examination of the problems of internationzl relations, particularly post-

war reconstruction ase viewed in the light of experience. If each set to work with
ignorance or only casual regard for what others are doing tnere would be fruitless
duplication, and, more serious, a failure to rcelize the benefits which might come
from a clearing of plans, a combination of effort, and thne exercise of some measure
of group consultation.

To deal with some of these scknowlecdged problems the American Committee

for Internstional Studies has recently incugurated a two-year program, with the

e & n r Q ‘\*-/J"lf'
end conference at Rye, New York, in the autumn of 1939. This Committee (formerly

advice and endorsement of a represcntative group of scholars assemblied at & week-

known as the Americen Coordincting Committec for International Studics) has been

for some ycars the Amcricen member of the Internationazl Studies Conference and will



continue to act as such. With the aid of the Rockefeller Foundation, which has
provided the administrative expenses, it will broaden its activities in the di-
rection of planning and stimulating American stuaies in international relations.
In other words, its participation'in the sﬁudy program of the Studies Conference
will now extend beyond the preparation of specific monographs under its own auspi-
ces to the establishment of a representative american agency for information and
consultation and for planning and recommendztion in this field. By such informal
means it hopes to enlist tne varied resources of American scholarship in & de-
centralized but integrated program of research.
The qualifications of the american Comzittce for this task are sug-
gested by its represcntative membership. Edward Mead Earie of the Institute
for Advanced Study at Princeton, is the Chairman and will direct the research
program. Other members of the Committee arc as follows: Frederick V. Field,
American Council of the Institute of Pacific Relations; Frank R. McCoy, Foreign
Policy Association; Whitncy H. Shepardson, Councii on Foreign Relations; James
T. Shotwell, National Committec of the United States on Intellectual Cooperation;
J. B. Condliffe, University of €aiifornis; Alvin H. Hensen, Harvard University;
Calvin B. Hoover, bDuke University; Philip C. Jessup, Columbisz Universitys; Chester
Lloyd Jones, University of Wisceonsing C. F. Remcr, University of Michigen; Jacob
Viner, University of Chicago; Henry M. Wriston, Brown University. The sccretary
of the Committee is William W. Lockwood, formerly of the American Council of the
Institute of Pacific Relations. Its headguarters are et the Institute for Advanced
Study, Princeton, New Jersey.
E program such as that outlined above must have some focus, some criter-

ion of sclection. It has been decided, therefore, to center it upon subjects

\ which, broadly interpreted, relate to tae interests ond policies of the United

| States as affected by the world crisis in both Burope and the Far East. These
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questions will, of course, necessitate some consideration of the terms of a dur—
able peace, and particularly the terms upon which the United States might parti-
cipate and the contributions which it might make to international order. It is p
possible, furthermore, that American experience with fecderalism, Pan-Americanism,
Canadian-American relations, and such economic agencies as the Tennessee Valley

Authority may be of significance abroad in reconstituting international relations
on a more stable and prosperous basis.

Within this field the American Committee will lend its efforts to
bringing about the most effective utilization of American scholarly resources.
This will be done by informal consultation with schelars, officials, and laymen
in the United States and abroad, by reviews of progress, exploration of new
fields, promotion of collaborative work, and the continuous exchange of informa-
tion. As a first step the Committee is making an inventory of research already
in progress and plans in process of formulation. Where needs and opportunities
are found to exist, the Committee will call theinn to the attention of interested
and competent scholars and will endeavor to further promising projects by suggest-
ing bersonnel and attempting to locate suitable research and conference facilities.

It is intended that the Committee will have advisory and informative
rather than operating responsibilities. It will work through existing agencies,
whether it be a matter of a study group on commercial policy, a monograph on a
legal question, or the collection of war documents by American libraries and
scholars. The result will not be a uniform series of studies under single eus-

. plces, nor an all-inclusive program of resecrch. It is hoped, however, that the
Committee, in cooperation with other egencies, will be able to lend its support
where it will count the most and in & number of ways give a forward impetuys to
fmerican thought upon this range of problems during an extrcmely critical period.
The Committee has no funds to finance research projects itself and does not pro-

pose to undertake studies under its own cuspices except as its commitments to the
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International Studies Conference may require. It will not be directly concerned
with the crystallization of public policics or with popular education, although
it will not be disinterested in relating scientific research to questions of
policy. The general objective is the widest utilization of existing data and the

stimulation of new and constructive wpproaches to the study of international

affairs.

It will be evident that this undertaeking, if successful, will contribute
directly to the program of study adopted by the Internctional Studies Conference
at Bergen. The reorganization of the #dmericun Committec and the adoption of these
new activities represent an effort to contribute more effectively to the purposes
of the Cpnference by helping to guide American studies, under whatever auspices,
broadly along I. S. C. lines. It represents an effort to adapt American partici-
pation in the Conference both to the exigencies of the war situation and the char-
acteristics of the American institutional setting.

Mps William W. Lockwood, the Secretary of the Committece, is now actively
engaged in the field making a survey of work already in pro.ress in universities
and research institutions. Professor Zarle, the Chairmen of the Committee, is
maintaining liaison with foundations and individuals who in.the past have supported
research in international relations énd who have expressed an interest in the

activities in which the Committec is now engaged. As soon as it is possible to

obtain a bird's-eye view of the situation as a whole, a more aefinitive program
will be evolved and further recommendationc made. The exact procedure will nec-
essarily have to be devised in the light of experience. In other fields, exper-
ience indicates that a useful service can be performed by the stimulation of per-
sonal contacts and cooperation-—of "inteliectual trade"--between scholars here and

abroad, anG between scholars and other intcrested persons. By such "clearing-house"
) J
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activities, much can be done to climinate (or encourage) duplication, to fill
existing gaps, to suggest new approaches, and to bring about new contacts and

collaborative efforts. There is rcason to be skeptical of the wvalue of formal
lists of research projects and bibliographies, but the Committee will welcome

suggestions as to any procedures likely to be fruitful.

One specific problem to which the Committee has aireacdy given attention
is that of facilitating the collection of war documents for the use of libraries,
research institutions, cnd scholars. 4 sub-committee has prepared a plan for the
establishment of a centralized agency to describe the available documentary
materials, which, despite their unsystematic and ephemeral form, are of both
immediate and permanent intere¢st to students of international affairs. It is
hoped that funds may be provided by one of the foundations for the purpose of
making it possible for scholars end librarics to obtain the essentizl war docu-
ments at a minimum of effort and expengse.

Inasmuch 2s no individual or group of individuals cen claim omniscience
in work of this character, the Committee will welcome information, advice, and

. : / gt
suggesticns from interested persons.j Communications should be addressed two:
f

g

Edw.rd Mead Earle, Chairman 1 ok
Americen Committee for International Studies

Princeton, New Jersey



AMERICAN COMMITTEE FOR INTERNATIONAL STUDIES

Edward Mead Earle
Chairman

William W. Lockwood
Secretary

J. B. Condliffe

Frederick V. Field

Alvin H. Hansen

Calvin B. Hoover

Philip C. Jessup

Chester Lloyd Jones

Frank R. McCoy

C. F. Remer

Whitney H. Shepsardson

James T. Shotwell

Jacob Viner

Henry . Wriston

Institute for Advanced Study
Princeton, New Jersey

Princeton, New Jersey

University of California
Berkeley, California

American Council
Institute of Pacific Relations
129 East 52nd Street, New York City

Harvard University
Cembridge, Massachusetts

Graduate School, Duke University
Durham, North Carolina

School of Law, Columbia University
New York City

University of Wisconsin
Madison, Wisconsin

Foreign Policy Association
8 West 40th Strect
New York City

University of Michigan
Ann Arbor, Michigen

Council on Foreign Relations
45 East 65th Strect, New York City

Cheirmen of the Netional Committee of
the United States on Internstional
Intellectual Cooperation

405 West 117th Strect, New York City

University of Chicago
Chicago, Illinois

Brovm University
Providence, Rhode Island

Term Expires

1941

1940

*

1942

1941

1942

1942

1941

*

*

1940

1940

*Messers Field, McCoy, Shepardson, and Shotwell are delegated by their respective

organizations to serve ex officio until superceded.

A1l other members of the Com-

mittee, with the exception of Mr. Lockwood, represent universities and research
institutions and are nominated by the Social Science Research Council for a three-

year term.

Communications may be addressed either to the Chairman or the Secretary at Prince-

ton, New Jersey.
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o Merch 18 , 1943

o . /
Z Dr. Barl Bsxilitsa ﬁ lﬂ"*"iky

Department of Economics and
Business Administration

Duke University

Durham, North Carolina

Dear Hamilton:-

The descriptive and analytic part of your report I like very much. It is a highly informa-
tive summary of how such work has been developed in other countries and has failed to
develop in this country. As you know, I do not think that the war training programs are
going to give the opportunity for developing centers of regional study. I do net think

that the Committee should address itself to them at all, these being clearly ad hoc teaching
arrangements hastily improvised under the pressure of necessity. It would be most fortunate
to consider these as the seedlings of future researche.

With the recommendations that you offer you know that I am, in general, not in accord. My
attitude is that physical institutes should not be founded until it is proven that a certain
group at a certain place has the imagination and the viability that demands such recognition.
I fear the ease with which one becomes & regional specialist, provided material rewerds are
offereds I fear also the discouragement of the actual workers who do not have the good
fortune to be included in such an organization. I fear the probable "mushrooming" of
regional courses in the event of such establishment of courses that are invented ahead of
the development of sufficient scholarshipe. We have plenty of illustrations of this evil

in our universities where fields of instruction were formed in advance of sufficient in-
vestigation, and especially is this true in the social sciences. What we need to do is to
stimulate exploration of the content, function, and values of cultures.

Our first job, therefore, is to build an organized body of descriptive material. For

Latin America, for instance, I should like to know a great deal more about the history

of population and changes in its racial composition. I should like to know the facts

of its material culture throughout time, - such as the crops and tillage, the herds and
their management, the winning and processing of metals, the forms and routes of transport,
the nature of commerce, the concepts of property, the structure and organization of communi-
ties, the relation of the state to the citizen, and so on. And, of course, always in terms
of my interest, the quality of the use of the area by the group, whether destructive or con-
structive. Let us get the same type of enthusiasm that natural history has had about the
collection and classification of data, and we will be going places. Now natural history

in terms of geology, botany and zoology, for instance has required no more physical centers
for its development than museums and herbariums, and these have been formed out of the
enthusiasm of collectors and organizers. They weren't pre-fabricated. We are still in-
clined to shy away from descriptive work in the social sciences unless it can wrap itself
in the robes of statistics. I suppose a part of that hang-over is due to narrative history
which has refused to become a systematic study. Another part obviously derives from our
ancestor, moral philosophy. If we once get over this squeamishness about building
descriptive social science, which then in the hands of its more talented contributors
becomes explanatory and evaluative, we are face to face with the obligation of being
regional cultural specialistse

I come back, therefore, to my basic idea that we have got to come up against the question
of methodology before we can have anything but chaos in the matter of regional studies.

And then my second idea that before we can have a body of intelligently descriptive litera-
ture, we must provide limited means for helping get such studies done and for seeing that
they get published. The treasure the scholar lays up on earth is largely the printed page.
There are at least two ways of doing this, and perhaps both are necessary. The more
important is the principle of the Zwanglose Heftes The other is the collaborative handbook
and/br atlas by which a considerable number of workers may explore the status of knowledge
I am not so enemoured of that device, but it has occasionally worked

of a large field.



well in stimulating inquirye.

i I can imagine, for instance, that with sufficient vision
and energy a cultural atlas of Latin America could start up a lot of studies that would
show how bad the present condition of our knowledge ise

Carl O. Sauer
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Y March 16, 1943

- Dr. Barl J. Hamilton

Department of Economics

and Business Administration
Duke University
Durham, North Carolina P

Dear Hemiltons

Your communication of March 11 finds me in the happy state of complete
disagreement. I have been saying more or less that the quick establishment
of a series of university centers of regional study would be a disasters
Now you are making a dirsect proposal of such a series of establishments.
Fortunately, no foundation or group of foundations could contemplate any-
thing that costly. Only the Government could do so and then, of course,
we should have politics 1n rerlonal studv, and what my geneticists would
call a "horrible Fl cross."

I think these six pages that you sent along are very interesting readinge.
T think I could fight with you about every sentence in them, and I suspect
that you don't want this sort of thing any more than I do.

In most of the universities that I know, the announcement of such a regional
institute would mean a rush of the "gravy train" boys to get aboard. Anybody
can be a regionalist if there is a "ecut" in prospect, and I know few adminis-
trations tough enough to prevent the "go-getters" from trampling over the
poor souls who have been/working in such cultural study. I love my fellow
men, but I am pretty sceptical of my fellow professors (or some of them)

if a nice windfall turns upe.

T think it is the wrong way to start. In time certain centers will show
that they have formed a working association on a particular culture and
that they have need for certain funds which they cannot supply in their
institution. The important thing for us is to think, rather about ways
in which culture students anywhere can be aided in getting ahead with
whatever aspect of whatever culture concerns them. It is a problem of
research by the individual, not of organization of physical institutes
or teaching programse

T subscribe myself a member of your loyal opposition.
Sincerely yours,

Carl 0. Sauer

COS:c
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COPY
March 8, 1943
Dr. Farl Hamilton
Department of History
Duke University
Durham, North Carolina

Dear Hamilton:

Herewith some musings on your statement of February 25th to the second meeting'
of the Committee on World Regions. My previous letter which dealt with the possible
clagsification of the world as to regions has, I hope, gotten into your hands.

There's some sort of a worm in the apple. You didn't put it there, but the
first page of your statement makes it clear that it is there, and we might as well
look &t it. Why should we be interested in the cultural regions of the world? We
are interested now because we are worried, because there are military and adminis-
trative problems coming up about parts of the world that we are identifying from news-
paper maps. That is, however, not & matter of intellectual interest, and it might
help to admit that at the outset. If I can get a preliminary acceptance of that
statement it will make it easier for me to go on.

—

I agree very heartily with what you say concerning the lack of attention, aca-
demically, to the parts of the world that lie offside with regard to our great his-
torical tradition. I agree also that too many of the people who work on a regional
basis have been poor second-raters. The answer to this situation raises unanswered
questions about the academic tradition in this country, in humenity and social sci-
ence. I have often wondered about it. I can agk some of the questions, but I am not
sure that I have any of the answers. '

In the first place there is a limited tolerance of curiosity about American life.
In most university departments of English it is notorious, though usually not talked
about, that a student devoting himself to American letters is considered as selecting
a minor branch of the field, end it is kmown that he will have greater difficulty in °*
becoming a senior professor than if he worked with the English classics, or with
Anglo-Saxon philology.

American history seems to me to have remained held almost by a mythology. The
role of New England and Virginia in political matters mey be as dominant as usually
considered. One need not go far in studying the development of American economic
institutions or society, however, without becoming aware of the great influences
flowing out from the Middle Colonies. New York and Pennsylvania are rarely credited
with the dynamism that belongs to them in the fashioning of the country. Of late
years a few revisionists have made themselves felt somewhat, and they bear such names
as Wertenbaker, Schlesinger, and Shryock. Turner's famous thesis of the frontier was
strangely unaffected by the cultural enrichment brought by immigrent stocks; and its
view of cultural innovation was largely restricted to politics. Even in local his-
tory the cultural pattern is overly simplified. California is portrayed as Califor-
nios, overlain by American miners. Yet San Francisco and central California owe much
of their fabric to the English, Irish, French, and Ttalians coming directly and fus-
ing into & culture containing marked individuality and originality. How meny people
know, for instance, that our horticulture has almost no borrowing from Mexico and
Spain, or that the western sheep industry spread from this area primarily through
sheep farmers from the British Isles?

These, I think, are not casual remarks. We have imposed upon ourselves an ex-
cessively simplified historical interpretation of ourselves. The first major ques-—
tion I should like to raise, therefore, is why we are so backward in evaluating the
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regional diversity and guality of our own civilization. I admit that the situation

is changing somewhat, that the South and the Middle West are producing historians who
are finding amplé sustenance in their own soil. I don't know that much of this sort of
thing is going on outside of history. Some of the rural sociologists have been break-
ing away from a priori concepts of a general frame of rural living. In spite of a
goodly number of regional studies on the part of geographers, few of these have dis-
closed an insight into cultural transfers, fusions, and growths. On the whole we lack,
still, curiosity about cultural patterns and processes as intellectually worthwhile,
and in this respect it seems to me that our educational instituticns are pretty dif-
ferent from many of the best in Europe, at least if we go back something like ten years.

I think we need a healthy intellectual concern with regional growth of culture in
our own country before we are likely to get it with regard to the rest of the world.
Perhaps the business of absorbing the large immigrant groups has set up, unbeknowst to
us, a sort of defense mechanism and we elaborate, therefore, a unitery or monogenetic
philosophy of American history which emphasizes the inculcation of a great historical
theory, rather than stimulstes observetion of the polyphyletic qualities of American life.

Pertly because of our vigor and possibly because of some insecurity about ourselves,
when we turn our thoughts abroad, we are in some danger, quite unconsciously, of cast-
ing ourselves into the role of exporters of American ideas and institutions. You know
this situation better than I do in the none too flattering picture of the generalized
American in Latin America. - Disinterested and intelligent curiosity about a foreign
lend and culture is not only not common emong the Americans there resident; it is felt
by them to be somewhat gueer. I think you will agree with me that our American com-
munities in Latin America consider as unfavorebly divergent & countrymen who is in-
terested in learning something intimate about the foreign land and ways, provided the
interest has no ulterior aim. From the other side, we are likely to be regarded as
missionaries, salesmen, and engineers of exploitation. This is so trite that we are
likely to forget it. Yet there remains a substantial part of the shadow of the "Co-
lossus of the North" over the minds of the Latin Americens, even after all fear of
political imperialism is cancelled out. This, I think, breaks down into two elements: '
(a) The American as the vehicle of penetration of American capitalism, and (b) the
American as the apostle of his culture, most simply represented by the Portestant mis-
sionary. These gualities are, of course, not exclusive to us, but I think they are
more dominant with us than with others. You know the mixed reaction in these lands
to the many American emissaries who, lately, have been going south bearing tidings.
The natives don't mind some instruction and inculcation, but they are greatly pleased
when an American comes who is interested in learning instead of imparting.

You have probably had the same experience that we have had here on the campus.
For the past half-dozen years there has been a rush into Latin American studies by
people whose sustaining interest was not curiosity about the content and quality of
Latin American life, but who wanted to do something about pulling Latin America
closer to us, and, who saw the prospect ot jobs in government and commerce. Now that
Latin America has ceased to be & hot spot, these people are rushing to specialize on
the Orient, western FEurope, or Russia. I can't see & sound interest in and learning
of other cultures coming out of the dominant stimulus of international politics or
business. Their reality and importance I admit, but it is a poor basis on which to
get scholars.

Perheps fortunately, the needs of our nation have out-distanced anything that
your Committee can do. I see that the Army is proceeding rapidly with the orgenization
of foreign administration training courses. We are setting up two here, one for the
Orient and one for Central Europe and the Balkans. Stanford, I believe, is also set-
ting up two programs, and apparently the whole allocation is being mede in these weeks.
These, obviously, will be teaching programs providing information and indoctrination.,

I do not think thet they show much prospect of becoming nuclei for future research
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institutions, any more than I think that any of the courses we are giving in engineer-
ing, and meteorology for men in the Services will form the basis for developing
scholars. If we do well in these courses we can give the young men some practical
training, and we can keep the University afloat through the war. But we are prac-
titioners, increasingly occupied in putting over information by short cuts, and there-
fore increasingly less able to develop or maintain the atmosphere of research. f

This does not mean that the direct action which the Army has taken destroys the .
opportunity for your Committee. I think it means, rather, that we now have leisure
to think about the problem of cultural regions in the social sciences. Your report
to the second committee meeting is, therefore, a prologue to the long-term considera-
tion of cultural regions. The Committee, and you in particular, should watch what is
happening in these war training programs, but I think we may assume for the present
that our estimates of intellectual, individual, and institutional long term values
will coincide only casually with these temporary training centers.

I think we are still as far removed as before from the time when we need to con-
gider regional research institutions as appropriate to specific university centers.
In my view our problem shapes up somewhat like this:

(1) The role of Kulturgeschichte in general is the differentiation of mankind into
mejor cultural groups, the comparative morphology of those cultures and their func-
tion&l behaviour. This comparative study of whaet institutions and values constituent
groups of the humaen race have fashioned for themselves is perheps & common end of all
the social sciences. Systematically, it is still very poorly developed, though
especially the anthropologists, and to some extent the geographers, have begun a meth-
odology of analytic description that cen be extended widdy. Social psychology may
become increasingly useful, but in the main the understanding of cultural elements
and attitudes will have to be retrospective. In other words, a few of us may be
psychologists, but all of us will have to be historians, and from time to time we
should have, if we are fortunate, among us some who can grasp, - if only in passing
review, — the rise and decline of some culture rather than an empire.

(2) For the present, the academic fields most largely involved are the ones directly
concerned with the geographic differentiation of groups of mankind, - history, anthro-
pology, and geography. Increasingly, however, economics, political science, and so-
ciology may develop the comparative historical method by reason of which cultural
pluralism will win a place that will restrict the universalizing tendencies of logi-
cel and psychological theory. I am not depreciating the work that has been done in
theoretical social science, but I think that its validity is mostly neither timeless
nor placeless. Few economists, for instance, can look at the economic problems of a
foreign culture beyond the generalized phencmene-of money, and those who can are econ-
omic historians who have become aware of the plurality of cultural options.

(3) There should be some, but not too much, encouragement of occasional discussion
of what reality given culture areas have in terms of their core and structure, rather
then in attempts to invent cartographic limits for them. (This is the blind salley
that geographers usually get into when they talk about regions.)

(4) We need to discover what workers are concerned with the studies of a given cul-
ture. The Committee on Latin American Studies, for instance, has done valuable service
in this respect, and the ACLS hes been much more aware of personnel than has the SSRC.
In fact, the humanities know much more what the problem of the culturel region is

than do the social sciences.

(5) Meetings of participants in the study of a culture are important. For instance,
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the numerous congresses of Americanists have had large influence in stimulating and
developing studies. In a more intimate fashion I think it would be excellent if from
time to time a small group of workers on a particular cultural area could be brought
together around a colloguium that might run for a quarter or a semester.

(6) The formation of, institutes should proceed slowly and with caution. Where the
ambition exists to build structures, collect libraries, and found museums, there prob-
ably also can be found local funds to do so. I do not see either the prospect or the
desirability of concentrating Orientalists or Latin Americanists at specific centers.
The important thing is rather that wherever an individual may be who is absorbed in
learning about culture, that he may be aided in working at his problems. This aid can
be given much more effectively and more economically than by building regional insti-
tutes. It involves, as you have stressed, aid in getting to the places where mater-
ials have been collected and in making field observations in the particular culture
area. It is a matbter of well distributed grants for field and archival study. We
are facing an impoverished world, including our own, and that may be all to the good,
for it may tend to eliminate the folks who do research for profit. The most we can
hope for is to give a good man an occasional chance to get into field or archive. If
he has drive enough about his problem he will contribute as much as he can of his own
resources.

As I have often stated, one of the most important needs for funds will be for the
publication of studies that are neither short articles nor salable books. We shall
need series, as we need one now for Latin America, so that monographic studies can be
properly printed and distributed. The most successful organization of regional
culture studies that I know is the Zentralkommission fiir wissenschaftliche Landeskunde
von Deutschland. It was a by-product of the Deutsche’Gigraphen Tag, a quite loose.
organizetion that for many years has held an ennual meeting consisting mostly not of
papers, but of excursions and discussions in the field, the principal discussions
following in some Ratskeller. Yesrs ago thiz annual camp meeting of the geographers
set up a small committee which founded the so-called Forschungen zur Deutschen Landes- :
und Volkskunde, which has published to date some two hundred monographs, securing
varying subventions. This has been kept going on very little money and is by no means
restricted to professional geographers. The assurance thet a worthwhile study will
find a place in this series has been perhaps the principal single cause for the
flourishing condition of a great diversity of regional studies in that country. It
has no institute and no home beyond the office of the editor.

Sincerely,

Carl 0. Sauer

COS:ec
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Case,PoMEROY & CoMPANY
INC.

120 WALL STREET
NeEw YoRrRk

May 10, 1938

Dr. Abraham Flexner
care 5SS QUEEN MARY
West 50th Street
New York, H.Y.

Dear Dr. Flexner:

This morning I read to you some
excerpts from a memorandum prepared by
Sir William Beveridge at the request of
Fosdick. The statement seems to me so
useful that I have had a copy made of it
and asked Fosdick if I might send it on to
you which, of course, he was glad to have
me do.

The fellow passenger on the
Queen Mary is Mr. Wm. S. Robinson, who is
in cabin M-53. I have told him about you
and I am sure you will enjoy talking to each
other.

I wish you a good voyage and look
forward to seeing you in London about the
middle of June.

Sincerely yours,

Yotz o Clarn”
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A PROGRAMME FOR THE SOCIAL SCIENCES

L

The fundamental assumptions underlying this programme are
those set out in my address on "The Place of the Social Sciences in
Human Knowledge" (Politica, September 1937). The Social Sciences
are, or should be, sciences of observation, not of deduction from a
few first principles. In terms of the spectrum they aré; or éhould
be, not infra-mathematics, but ultra-biology. Observation of facts
}should be the predominant element in them, both as the basls of general

iprbpositions and for verification of deductions. The practical prob-
lem is that of developing the technique of observation in the social
sciences appropriate to the special conditionsg and difficulties of
‘thelr subject matter, namely the impossibility of bringing the subject
imatter directly into laboratories for dissection, and the impossibility
%gf conduet ing controlled_experiments. "In general terms, the technique
1dictated by these limiting conditions is a comblnation of statistics
%(uaing large numbers to compensate for impurities in the subject matter)
and of field work (as the alternative to laborastory dissection and in
order to interpret the statistics). It should be admitted at once
that this practical problem has not, in any adequate sense, been solved
in the Universities of Britain. The social sciences, in the terms
described above, are still in their infancy and very largely have still
to be made.

The unsatisfactory condition of the social sciences to-day
has a simple explanation - that broadly spesking the Universities have
no organs for research and advanced teaching in social science com-

parable to the laboratories of natural science. What is involved in
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giving them such organs?

(1)  JMore research time among members of the permanent staffs

of Universities. This means both the endowment of professorships,
fellowships etec. specifically for research, and (in Collegiate
Universities like Oxford and Cambridge) making some of the income of
College teachers depend on their having not more than a certain amount
of teaching. Socilal science will not advance unless a sufficient
number of men with first c¢lass brains and training give to it a
sufficient proportion of their time.

(2) Library and Statistical Laboratory Facilities, such as exist

to some extent in the London School of Economics and Political Science,

but hardly at all elsewhere.

(2) A Field Work Organisation, comparable, say, to that of the
Ministry of Labour (whose department of statistics is able to organise
in turn enquiries as to wages, cost of living, unemployment, leisurg,

or any other matter) or to the organisation built up for the New Survey

- of London Life and Labour, but now disbanded,

(4) Specialisation. MNatural reaction against the former tendency
to treat advancement of social sclence as a matter for cerebration by

solitary thinkers in armchairs, leads many people today to attach

. primary importance to co-operation as forming economists, politieal.. .

;scientists, anthropologists, biologists, into a research group. =~ =

Ultimately, the subject matter of the soeial sciences ié one =

'manklnd in society - and all the social sciences have points of contact;

so that in theory there is much to be said for co~operation and cross-
fertilisation. But fruitful crgss—fertilisation assumes a certain
age and stature in a science as it does in a plant or in an animal.

Merely putting diverse studies together will not cause them to breed
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results; neither animals nor sciences can breed viable progeny unless
they are themselves gﬁgﬁn ups I doubt whether any of the social sciences
have yet reached the stature making cross-fertilisation their most im-
| portant need. The natural sciences were built up by specialisation; in
ngl separate laboratories of physics, chemistry, biology, botany, etc., not

e in a single laboratory of 'natural science!.

(5) A Tradition of Research by Observation. Research time and

facilities are of no avail unless they are going to be used to gilve the
socilal sciences, and economics in particular, the new start that is re-
guired. The development of economics as a science has been affected and
hampered by the twp‘spggial cond;t;ons of the'nature of undergraduate
work in it, and of the growth of interest in it leading to prerpetually
rising demand for teachers. It is commonly held that at the undergraduate
stage, economic teaching must be largely theoretical, a discussion of the
meaning of terms, clearing away of superficial misconceptions, giving the
habit of logical thought. There may be Jjustice in this: certainly :
:clever students are apt to find economic analysis more interesting than
idesdriptive economics., With the perpetually rising demand for teachers
of economics, those who have done best in undergraduate work have been apt
\to start teaching at once, and have naturally continued on the theoretical
lline in which they were trained. What is needed is some means of giving
future teachers of economics an interval of observational research before
they start teaching. If by such research they could obtain practice and
interest in other things than theoretical analysis, they would be able to
‘1nterest their students also in these other things. The vicious circle
%cf pure theorists would be broken.
More research time for men of the academic quality required of

University teachers, library and statistical laboratory facilities, field

work organisation, specialisation, and a tradition of research by observation
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are the considerations preliminary to setting the social sciences on
itheir feet. All five conditions must be satisfied, not some of them
only. The practical way of satisfying them all is by securing the
establishment in Universities of Research Institutes specialising in
particular social sciences, as the laboratories of natural science are
- specialised for physiecs or chemistry or biology.

In the social sciences there is a unew thing to be done, and
it can bnly be done by setting up new organs to do it these organs
should not, however, be apart from the Universities but parts of the
Universities. They should take from the Natural Beiences, not only
the general practice of observation, but many other lessonst in

| particular the lessons of specialisationy of detachment; of enquiring

g

| not what is happening but why it is happening; and, in relation to
research students, of treating them as apprentices to do what the

master requires and not as people oapablé themselves of deciding on

their subjects of research.



NOTE ON ROCKEFELLER FOUNDATION POLICY

More research tiwse among University teachers, library and
statistical laboratory facilities, field work orgmnisation, special-
isation, and a tradition of research by observation, are the five
requirements named above ag the conditions of assured advance in
soclal science, In the light of these conditlons it is easy to
see why the various methods adopted by the Rockeleller Foundation in
 the fleld of social science (in Britain) have in some ways missed
| the mark.

Fluid research grants to Universities presuppose leisure
among University teachers (more than exists in Britailn) and are at
best means of enabling Universities to go forward on old linesj
they do not encourage or compel a fresh start; they may be spread
 thinly and unproductively over & wide field., By contrast with fluid
;‘?eaearch grants, the recent policy of the Foundation, of limiting help
| to projects within defined fields, has the advantage of speciallsation
|| and of making 1t possible to ask for something new. But it also
presupposes leisure and taste for the particular project named among
men of the right ability; 1t is apt to produce a race of project-

hunters of inferior ability.

There remain grants made to non-academic institutions like
the Royal Institute of International Affairs and the projected
National Institute of Economic and Social Research.

The former dees quite admirable work in bringing about the
informal discussion of practical issues of the day. But its social
field of interest is particularly difficult for anything like sclen=

tific treatment., The Institute has remarkable success in getting men



busy with other affairs to serve on research groups. But the
breaking of new ground in science needs more than the spare time
of busy persons, however eminent and however they may be supported
by full time research secretaries. It needs to become the whole
or the main interest of some of the hest brains in the country.

I should expect tne HRoyal Imnstitute to advance the arts of govern-
ment rather than the science of society.

The latter project, into which I have come at a late
stage of its development, will, I believe, be valuable in proportim
as 1t secures the co-operation of Universities and encourages and
assists them to move in the right direction. The Institute will
probably be able advantageously to spend about half its guaranteed
income on central research by its permanent staff, but the Institute
will ndbt be able to attract away from Universitics to itself the ‘
first class brains to make new departures in science. It must aim
'in the main at giving help to people in Universities and temporary
Jresearch fellowships to people already assured or nearly assured of
University careers. If it is strong enough both to set an example
to the Universities and tc mould their policies it may be of
immense value. But unless it is strong enough to do this, it will
do hardly anything.

The Rockefeller Foundation at an earlier stage of its
history brought about a great and beneficial re-organisation of
medical studies in the United States. In the social sciences I
should like to see them adopt a programme no less ambitious, of
bringing about in Universities the establishment of Research

Institutes corresponding to the laboratories of natural science.



They need not attempt this everywhere, all at once. But for
many reasons 1 hope that they would devote substantial resources
to such a programme in Britain, as well as in the United States.
In social sclences comparative study 1s all important.

Nor, again, 1is it necessary that in regard to research
in social science each University should be encouraged from the
outset to try to cover the whole fileld. Accidents of personnel
or other local conditions may make one Unlversity particularly
favourable ground for the establishment of an Institute concerned
with Population problems, while another is more favourable ground
for Anthropology and Colonial problems; a third for Economiles
and Statisties, a fourth for a Municipal Research Bureau.

In breaking new ground it is desirable to choose the

most favourable ground to start with.






Casg,PoMEROY & CoMPANY
INC.

120 WALL STREET
New YoRrk

October 4, 1938

Mr. W. W. Riefler

Institute for Advanced Study
20 Nassau Street

Princeton, New Jersey

Dear Wins:

Here is & memorandum on the need
for new approach to social sciences. Your
friend, R8pke, is one of the joint authors.
I have also sent a copy to Dr. Flexner.
Parts of the memorandum seem to me guite
close to some of the things we have talked
about.

As time passes and I work my
way down the corridor, I can begin to see
lignt at the end of the passage. We have a
great many things to talk about but there is
not much use starting until the discussion
can have our undivided attention.

oincerely,



A _NOTE _ON THE URGENT NECESSITY OF

RE-QHIENTATION IN SOCIAL_SCIENCE.
I.

I% 18 no use shirking the fact that all problems of
society - be they economic, social, political, Juridical or
spiritual ones - are to he traced today to deep-set structural
changes affecting our economic, social, political and cultural
system in its entirety and constituting a major "historical crisis"
of a secular cheracter. Nelther is it of any use shirking the
further distressing fact that Social Sciences are still very far
from having grasped this situation with sufficient clarity, 1et~
alone from having developed the promising methods of attack, though
the feeling of standing on shattered and insecure ground becomes
more and more widespread until even those most tenaciously stick-
ing to traditional lines of approach sense the vressing need for
re-orientation. On the other hand, it is difficult to find in
the array of centuries a moment where the responsibility of
Soglal Sciences has been greater snd living up to this responsi-
bility more gratifying than today.

Since this historical crisis finds its first, ité most
painful and 1ts most conspicuous manifestztion in the economic
sphere and since the 19th century has accustomed us to treating
the economic problems as central ones, it is easy to understand
why the crisis is being conceived primarily as an economic crisis,
and why, therefore, the traditionsl approaches of Economics have
been relied upon so far. If not the inner conviction of scholars
and statesmen, at least the character of the overwhelming part of

of scientific activity in our field betrays this traditional



conception. To this end, men and means have been mobilized, during
the last ten years, on an unprecedented scale. Facts have been
piled up sky-high, conferences have been held in endless procession,
economic analysis has been brought to an ever greater degree oforefine_
ment (and, incidentally, to &zn ever greater degree of unreality),vest
and detailed programmes of research are being elaborated, complicated
machineries of institutionalized science set up and questionnaires
sent to almost every country and .to every section of the population.
It would sureiy be no pessimistic overstatement to say that nobody
has the feesling of having been brought, by this heectic activity,
nearer to the fundamental diagnosis which could serve as the base
for effective therapy.

The rezl dause of this deficiency of Bocial Sciences
seems to be found exactly irn the narrow gconomic conception and in
the lack of courage and ability in reslly synthetic interpretation
which is connecting up the economic phenomena with the wider aspeéts
of society}) There 1s, in fact, increasing evidence that the real
epicentre of the eafthqueke does not lie by any means in the strictly
econcmic sphere, that the economic disturbances are only the reper-
cussions of a deeper orgenic disease, and that the over—emphasiﬁxof
economic matters is, as a legacy of the 19th century, only one of
the many symbfomg of the trouble., If that is true, then it becomes
clear that the traditional approach must fail and that a new

departure has to be found.

1) In current literature, there is already some evidence that the
understanding of the scientific situation as outlined above 1is
under way. For the matter of illustrztion see: E,F.M, Durbin,
Methods of Research - A Plea for Co-operation in the Social Sciences
Economic Journal, June 1938.



Every researcher going below the surface of things is,
in fact, making the daily experience that 1t has become impossible
| to analyse a single problem of present-day economice - be it money,
crises, international relations, socizl relations and. what nogy- with-
out being brought very quickly to the wider contexts of economic
activity and behaviour. Stopping, therefore, before these wider
‘aspects means missing the real points. A few examples may make this
clearer.

The radical dissatisfaction and unrest of the labouring
classes is surely one of the main disintegrating factors which, in
turn, has been a principal cause of the recent dislocations of the
economic machinery (wage rigidity and therefore cost rigidity with
all its well-known éonsequences). Laissez-faire in sﬁcial'policy,
being acxnowledged as untenable, has been turned into Social Reform
which tries to solve the problem by wage fixing, shortening of th
working day, social insurance and labour protection, Much has been
done in this field which everybody will regard, in principle, as a
real progress compared with Laissez-faire. But not only does this
policy of Social Reform easily develop into a heavy burden for other
sections of the population, which happen to be less well organized,
and into very serious impediments of the economic 9rocess: The real
trouble is that this policy has increased rather than diminished the
menacing dissatisfaction of the labourers, and that it offers only
palliatives but no solution of the challenging problem of the
proletariat which, in the last resort, is a humen (vital) not an
economic one. We zre realizing more and more today that the real

cause of the labourer's discontent is to be sought in the de-vitali-



zatlon of their existence, so that it is incapable of being cured

by bigger wages znd better cinemas. To be herded together in giant
factories like sheep or soldiers, to spend the vitally important

of life devoted to work under heteronomous regimentation and without
fully r=alizing the sense znd dignity of the individual work, to be
uprooted from all naturzl bonds, to return to gloomy slums and to
seek recreation in amusements as senseless,mechanized and devitalized
as the work itself, to be despendent at every minute on tihc anonymous
forces of society, to live from one pay-day to another, - these and
many other facts constitute the real problem of the proletariat.

In order to see it in the right perspective, comparisons should be
made with the existence of the peasant, the craftsman and even many
rural "home workers" who all, generally, earn less, work longer but
are leading a fuller, more dignified and human life than the proleta-
rian labourer under present conditions. This diagnosis of the
disease called "proletarist" opens a vast field of research which
almost entirely has to be made from the beginning. Classification
of the vitally balanced forms of work and existence, fact-finding
studies on the extent of the disease, analyses of the causes of
proletarianization and devigalization, study of the means of
de-proletbarianization and of preserving non-proletarien forms of
existence and work, appraisal of the functions of small property

and of the necessities de lege ferenda, researches on the place

of peasant agriculture under modern conditions and on the technologi-
cal possibilities of industrial decentralization (made easier by

the electromotor and the internal combustion engine), - these and
other suggestions may indicate the direction of this line of reseszsrch



The foregoing problem stands in close connection with the
formidable problem of gconomic stability. Here the recent advances
in purely economic analysis have done much to make us understand
better the mechanics of economic oscillations. But here againorefinem
| ment in detall has been bought at the price of blindness towards the
extra-ecconomic contexts which constitute the problem of reality.

The economic crises of today, in their severity, in their tendency
towards reiteration and in their tenacity, cannot ultimately be under-
stood but as the'manifestation of 2 world which has been proletarian-
\ ized and deprived largely of its regulatory forces end of the
approprizte psychological climate of security, continuity, confidence
and balanced judgement. Any attempt at neutralizing these deep-set
structural disturbances by monetary tricks and public works will only
end in disaster or, to be more specific, in the totalitarian State;
where all policy of giv@ggrcoherence to society without giving it
inherent and spontaneous stability must inevitably end. MWorse stlll:
The increasing boldness not to say cynicism in orescribing remedies
only for the markep process itself is apt to increase the forces of
spiritual diséolution. -If there is agreement on the deficiency of
private and spontaneous investments being the root of a depression

it has to be stated that investing is just that economic activity
which, as anticipating the uncertain future, is most dependent on a
minimum of security, continuity and on the undisputed rule of certain
norms and principles in the behaviour of men and in the policy and

jurisdiction of governments. This again is the real point where the
true problem begins, but it would be difficult to find, in the whole

literature on crises and cycles, on saving and investment, on the



b

"marginal propensity to consuﬁe“ etc., any reference to it. It is

easy to understand, thereforc, why snybody looking beyond these tech-
nical discussions must feel very intencely the narrow range of the
present scientific zctivity in this field and therefore its disqdieting
degree of irreallty. With all the stupendous intelligence of this
litersture, we are simply drifting slong to unknown chasms. But this

is by no mesns all. It seems that, &t the present moment, all formulae
of business cycle pnlicy have been tried out: The German, the English,
the American and the Swedlish method (if the latter was any method at all
and not sheer luck). The paradise of economic stability, however, has
not come into sight, only the greater or smaller limits of each and
every method. Barring the extreme cases of ill-guided business cycle
policy, there are many useful elements in most of these methods, but

it seens certain that, with the world as it is, the phenomenon of crises
leaves an irseducidle remainder, and it is Jjust this remainder which
represents an essential, if not the most important, part of the problem.
What to do with this remainder? Driving smoothly in a car depends on
two conditions: on the smoothness of the road and on the quality of

the springs. If there is no prospect of having a perfectly smooth

road, then we must look for better springs. Now, in the matter of
economic stebility; the prospects of achieving a fairly smooth road

are worse than ever. It offers good chences of becoming even bumpier
than before. If that is so, the economic and social system itself

must be made more bump-proof, i. e., more capable of absorbing shocks.
What this means may be deduced from ‘the example of France which, owing
to its social structure (peasant agriculture, strength of family bonds,

enchorage of labourers in small property, prevalence of small-size



business uwnits etc.) has shown an smazing strength in enduring the
series of econonic and political shoceks during the last twenty years.
A country of uprcoted znd proletarlsnized nomads soon reaches the boll-
ing point In a time of a long deoression while a country with a more
wholesome soclal structure possessss large reserves of adaptabllity

and resilience. The better vital structure reveals itself at the same
time s8 the better sconomie structurse.

Or let us look at the tremendous problem of international

gconenie disintegration including its mopetarv-financisl aspects.
What can Social Selence usefully dr in this field where, for obvious
reasons, the Great Crisis has Lecoms most clearly visible? Collect new
data, make new measurements? FRefine the theory of internaticnal trade?
Restate the fundsmentsl fruth that, under certaln assumptions,
protectionism means less natlonal wealth_and worse internaticonal rela-

ions? By all means; but the point is that all these activitles are
today in great danger of beconing rapidly of marginal importance iﬁ
view of the fact that elso the intsrmaticnaly) economic disintegra-
tion is only one of the symptoms ol the Great Crisis. Consequently,
the traditionszsl research activities have become unequal to the task
of revealing the real cause of the diseasze and the remedies for 1it.
International economic integraticn and dlsintegrstion are phenomena
intimetely connected with Internationzl peliticsl and social integratior
and disintegration. World sconomy in genersl esnd the gold standard in
particular cannot exist without 2 definite framework of respscted norms
and principles in the relations between nations, without & net-work of
long-term treaties and the undispuied will to keep them, without a
B e R A e R R -

articlLe of the co-author, tpke,on "internationa

nomics in a Chan iﬁﬁfﬁrJd" The World Cria ondon 1928, 3. 2he R2Exe-

He is engaged,at présent,in organizing ausnices
feller Foundation, a reséarch programmé on tbP basc of the general

shilosophy of this pagser,




national gecurity. Thay cannot exist either without a minimum of
elasticlty of the national economie syétems end without a prevailing
competdtive character of the economle process. That arve the preal
problems in this field, but they lead us back egain to the fundamental
issues from which this paper started.

International eﬁanqmic disintegration by protectionism is
leading us to the mors general prodlem of the degeneration of competi-
tive capitaiiam by ggggmg;igm and interventionism. Though it 1s
impossible heve to glve an adequate ldea of the researches awaiting us
in this field the fact should be stressed that this development is
largely the result of the disintegration of the State by sectional
interests and-pré@ssure groups exploiting weak governments whereas 1t
has become guite clezr today thet the wovking of competition supposes
a strong State providing, wlth severlty and iwmpartizlity, the necessary
legal and institutional framework of the competitive market. It 1s
airfficult to see how this situation can be changed without changing
soclety and State themselves, snd this cammot be done without anzlysing
first the causes of the present weakness, - a task which, again,
brings the fundamental problem of the structure of society into the
forefront. What is the right integratimn of soclety based on the
fundamental forces of sdaial coherencé without which soclety is crumb-
ling into atomistic masses, interest groups and irresponsible parties
until it becomes en gasy prey of dictatorships? That is the cruelal
problem on the solution of which everything else hinges. In this
respect, 1t should be noted that tveditional Liberslism not only

committed the errvor of lgnoring the legal and institutional conditions



of competition but also of overlooking 1ts scciologleally negative
effecta. Thz automatic self-regulation of the competitive system
with 1ts unconscious tendency towards equilibrium is a fact which
cannot be disputed and the discovery of which signifi&s an immense
achlievement of classical Bconomies. That this order is Invisible

and not drought about by a conscious effort of the individuals is one
cf the reasons of its tremendous advantages over any other economic
ﬂystem as far as the prodn&timn of mzterial wealth is concerned. But
at the some time it must be stressed that, much as competition ls eco-
nomically a highly satisfectory and even indispensable arrsngement,
it does not breed social Iintegration., It 1s no principle ¢n which
society as a whole can safely be basad, It supposes that there is
enough integration elsewhere outside of the competitive market unless
" society in general and competiticn in particular are to ecollapse.
That 15 more or less what we sre witnessing todey. Traditional
Liberalism, for & number of comprshensible reasons, has been totally
blind to these prodblems, bhut the future of Liberslism ~ in its widest
‘sense of Anti-Totalitarienism - depends on our ability to reallge
them and to act accovdir:ly. Otherwise, the advance of Totalitari-
anism, Autarky, Collectivism add the rest will not be arrested. The
combination of a working competition not only with the corresponding
legal and institutional framework but alse with s re-integrated
society of freely3nooperating and vitally satisfied men is the only
alternative to Laissez-faire and to Totélitarianism which we have to
offer. Working out this alternative in all its detalls 2nd its
ramifications is a formidable task where studies on the spiritual

forces (religion, rationalism, ideologies, ete.) would play a
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prominent part if it is to yield real results.

II1.

Tne foregoiny examples may suffice, for the moment, in
order to indicate the general direction in whlich the necessary re-
orientation of Social Sclences 13 to be sought., It 1z because Social
deiences are stlll far frowm haviap grasped the resl nature of the
problem of present day reality thst the situstlion in this sciénce,
which 1s responsible for the woprld of tmmbrr@wg iz s0 lamentzbly
unsatisfactory. It has, indeed, become larvgely almost a fact-record-
ing machinery or an intellectual amusement perk. What 1s to be done
about Ie?

Without belitting, in zny sense, the velue of traditional
éctivitiea which, in their prover context, are of grest service, it
has to be said that what we need now is the broad and intelligent

synthesls which seessociety as thet whole that it is in reality. .
Bpeclalization in Social Selences, after ha#ﬁng rendered inmense
services, has now become dangerons. It belonged to that stage of

the development of m&dern society when the sound constitution of the
whole body could be safely assumed so, that the treatment could be
confined to specifiec parts. Everybody could peacefully work on his
own field and cultivate it with infinite care. But now mankind is
_&gain on the move to unknown destination. Onder these circumstances,
a coordinztion of the different branches of Social Sciences is called

for: synthesis instead of aznlysis. This seems to suggest the idea of

"scientific cooperation® where different scholzrs work out some means

l)cf. the co-author's, Alexander Rlistow, forthcoming hook "Zur geistes-
geschichtlichen Ortsbhestimmung der Gegenwert" which offers a diagnosis

of the Great Crisis on the base of "spiritual history".
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of linking up thelr vzsearches., It would, however, be unfortunate if
we would have to start in this way. What we need Tirst 1s the coordl-
nation In single minds who have the intellectual courage and power to
d&iéé. 7A11 frul¢ful ideas have to be born end developed In Individual
research work before any smbltlous plans of organlzed vresearch work
are.set in notion. Otherwise, we will agzin be lost in scattered and
hestily coordinated detail studies lacking the central 1deas behind
them. Tke importance of the proger milleu of work and exlistence has
first to be stressed for science itself. The private study room

where the gcholar can work without being distracted by institutional
machinery and without bheing regimented and pressed for quick results
was ever and will remaln the proper birth-place of everything ﬁhat is
}of any lasting sclentific wvalue,

Fruitful cooperation between a nuaber of researchers is
evidently possible only upon the condition that the work 1s being
subordinated to a common range of problems. %This common renge of
problems, therefore, must exist as 2 base of cooperation beflore
cooperation itselfl can usefully start. Consequently, the task of
working out a_new range of »roblems cannot be a matter of cooperation-
that would be a vicious cirele Iln logles - but, only a matter of
individual research work of single scholzrs. DNow, in Socilal Sciences
we have coms to a point teday where a new range of problems, aspects
and scientific vhllosophies has o be worked out. It is only after
this has been done that organized cocperation of a number of scholars
will become possible and necessary. 8o we have to do with two phases
in Scientific history which, in due course, are always bound to fol-

low one another, and it would surely be a fatsl error in methodology
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to deal with the one of these phases according to rules which have
proved useful only for the other.

Cooperation, then, 1s 1o begin ln the mind itself,
Unfortunately, those single minds capable of broad synthesis are
extrenely rave. They have heen at all times the exception, but the
epoch of specializatlion has brought this species a2lmost to extinction,
The first and most imporliznt task, therefore, is to find the last
specimnens - regardless of natlonallity, to be sure - and to enable
them to work uader proper conditicnsz. &ince a2 vast apparatus is the
very last thing they need this peocedure has the additional advantage
of heing relatively ilnexpensive,

The work to be undertaken by these few men 1is not of the
kind which can start with complets orograzumes and end with gulck and
handy results. It is one of the wmain tasks of the research itself
to Iind the strateglc problems and to define them properly, for stat-
ing the right questions 1s the maln condition for getting the right
angwer and very often the snswer itself. This fundamental methodologi-
cal truth muet be stressed the move forcefully since so far many
research enterprises have suffered from hasty programmes znd irrelevamg
guestions. It involves the further srincliple that no scholar should
be dragged by any "machinery® of whatever kind. He must have 2 free
hand in experimenting with ideas znd solutions, in 2handoning blind
slleys and seeking new paths during the investigation without exposing
himself to the risk of being blsuwed for not knowling what he wants and
for changing his mind. Those who are only too sure of themselves have
had thelr chance, without eny visible results, Now it is only fair

to try those who are looking for new directions.
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In gbhorring any "Institutionalized" research, Soclal
Sciences heve to get rid of thelr iaferiority complex towards the
\‘Matural Sciences and of their weakness Iin feeling eleted by imitsting
their methods. Our subject is man himself, and he is zlways with us
in our private study room. Suy leborvatory 19 the mind ltself, and this
laboratory ls at its best 1T it ie being left a2lone instead of being
made a part of any institutional wachineryr. The more it is realized
that the "exactnese® of N-tursl Selences was an illusion in thelr
| proper field the more it becomes eoparent that man is the measure of
\all things, and that humexn nature is something almost more stable and
fmanageable than physlcsal quanta. Ihis tendency of Secial Sciences
\towards imltating the methods of Natural Seiences is still a hang-over
of the hey-day of Rationalism which must go overboard before new things
can be accoumplished. Soclal Sclences like gll Gelsteswlssenschaften
have to realize thelr proper morphology and develop thelr proper
nethodology accordingly.

) The concrete procedure mezns putting together a few scholars
of rarest quality and lesving them to thelr lonessome tssk without asking
them many questiong,providing them with the indispensable research
facilities, ecapecially with a Tew sssistants doing routine worl,
collecting data, sifting material, ete., Blg conferences will be avoided,
but will be Indispenzeble to arrange individual contacts with other
scholars working in the same or in different flelds, so that intimate
but exhsusting discussions csn be held to elucidate controversial points,
perhaps with representatives of opoosing views. In this way a nucleus

will be created which may mean the beginning of that task of working out



the alternative for which the world 1s weziting. There is not much

time to be lost if there 15 to be still hope that the alarming drift

of the time may be arressted.

Wilnhelm Répke nAlexandén Riistow
Graduate Institute of Internationsl University of Istanbul,

Studies (Geneva).



October 24, 194k

WWS
Cffice Memorandum

Conversation with W. W. Riefler, Octqber 23, 194k

I reviewed with Mr, Riefler the develooments and plans in the
School of Economics. He ineunired vnarticularly zbout our relations
) with the University 2nd I told him 2bout the American Civilization
%Progrnm. He sugrested that over a neriod of time probably the most
effective contact with the University could be made through the
Office of Population Research (Notestein), the Industriasl Relations
JSection (Brovn), the Office of Public Opinion Research (Cantril),
| the International Finance Section and the School of Public Affairs
{(Munro). In general these nrograms seem a2 more promising point of
contact with the University than the Greduate School. It was agreed
that we would make ovnortunities for dinner conferences with the
le aders of each of these grouns, keep them advised 2bout our plans
and invite them to such meetinss at the Institute as would interest
' them. These various progr=ms and schools anpear to be part of
President Dodds'plans for the develonment of the University and st
some time we should have a talk with President Dodds on the relation iV
of the Institute to the University.

Mr. Riefler indiceted the line of development that he thought
most effective for the Institute. In his view the Institute occunies
a place midway between a university and a foundation. It has more
operating functions than a foundation. Being free from teaching
commitments it can be more flexible than 2 university znd in its '
overations it can have more direct contact with individuels 2nd
. vrojects then a foundation. The Institute's general vrogram, there-
fore, should be to gemble on promising new things, lend supnort st
an early stage to the successful enternrises in the community and
when the enterpricse is established, expect to withdraw and recapture
‘its freedom. Its general emphasis should be to develop in the
% Princeton community as many worthwhile pnrojects snonsored in common
by the Univereity, the Institute 2nd other research =agencies.

R
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Conversation with Dr. Aydelotte
Ret Lewis Mamford
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October 10, 194k

Memnrandum

Tot

.

W. W, Stewart

From: R, B. Warren

Subject: Treasury History

Mr. Hass raised this subject, only to report that he

had not yet been able to discuss it with Secretary Morgenthau.

Ee cannot come to Princeton for at least two weeks, as so many

members of his staff are away on the VI War Loan Camvmaigm.



W. W. 8.
September 15, 19ul

Memorandum °

History of the United States Treasury

When Mr. George Haas visited Princeton on May 9th, he agzain raised with us
the matter of preparing a history of the United States Treasury. This had been
under discussion from time to time for more then two years and was originally a
nroposal which h2d been made Secretary Morgenthsu and Mr. Haas, but which seemed

now to be taking more definite form and resulted in a specific recuest being made

* by Mr. Heas thet we recommend to the Tressury someone to undertake the work. In

conversation it was agreed that the nmerson undertaking the work would be a mature

j scholar, that he would go on the payroll of the Treasury, would be free from any

administrative or current work in the Treasury, would have the full sunnort of
the Secretary, including a2 letter to bureau chiefs instructing them to furnish
assistance to the project and that he might be attached to lMr. Haas's BRivision
of Research aﬁd Statistics.

We startea a number of inquiries immediately consulting with Shevard Clough
of the Committee on War Studies, Ralph Young of the National Bureau, Josepnh
Willits and Miss Bezanson of the fockefeller Foundetion and others.

The most recent response in the matter is contained in a cooy of a letter
written by Arthur Cole to Joe Willits., In this letter Mr. Cole indicates a
willingneses to undertake the project himself within certsin limits and on the
assumntion that it ie to be part of the work of the Economic History Committee.

He slso exoresses a desire to discuss the matter further at the time of the

' meeting of the Economic History group here in Princeton on Sentember 29th and

20th.



When he was in Washington last week, Mr. Warren discussed the whole matter
with George Haas. Mr. Haas has not recently had an opportunity to take the
matter up with the Secretary but will do so as soon as possible. He will then
either come to Princeton for further conference or will ask me to come to
Weshington and join him in presenting the matter to the Secretary.

This is o long-term project of great imvortasnce and worthy of the best
talent that can be found. The right man would not only prepare a history of the
Treasury, but if the project weré succegsful, could create in the Treasury a
permanent post for a historian who could be continuously interpreting Treasury

overations from the historical point of view.
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COMMITTEE ON RESEARCH IN ECONOMIC HISTORY
under the auspices of the

SOCIAL SCIENCE RESEARCH COUNCIL

Arthur H. Cole

Box 37

Cambridge 38, Massachusetts
Avgust 17, 1944

Dr. Joseph H. Willits, Director
The Rockefeller Foundation

49 West 49th Street

New York, 20, New York

Dear Dr. Willits:

On second thoughts, I am moved to believe that you are right as usual.
Over the phone, I hesitated since I am in no position to say "yes" to the ordi-
nary proposition. This potentiality, however, is so unusual that I ought to try
to fit my obligations so that I can devote an adequate amount of my time to the
new project if it comes through. (I do not know what my ideas may be on tertiary
and subsequent thoughts but we do not need to worry sbout them yet.)

The factors that have altered my opinion since we talked this morning
are partly strategic and partly tactical. Among the former is the fact that
unhappily there are few people who could undertake the task or at least few whose
abilities combine the necessary ingredients of competence in American economic
history, training in public finance, political history, banking and statistics
together with some experience in management. Certain peoplie whom we could think
of ~would be proficient in one of these traits but not in them all. I cannot myself
claim excellence in any of the required characteristics but perhaps I average
better than a number of other possible nominees.

Tactically, I suppose that Mr. Stewart's efforts would be somewhat more
likely to prove successful if he could tell Mr. Morgenthau that the chairman of
the Committee on Research in Economic History and the president-elect of the
Economic History Association had agreed to be responsible for the research. You
know how I feel regarding the honors that have been thrust down my throat, as it
were, but perhaps the Secretary of the Treasury will not see enough of me to dis-
cover how little I deserve the positions just mentioned.

Also tactically, it would be presumptively helpful in the Committee's
negotiations with the Federal Reserve Board if we could state that we had made an
arrangement with the Treasury.

I should be all the more impelled to accept the duties of which we
spoke over the phone if all or part of the financial contribution toward this
history could be counted as funds secured by the Committee, funds which the

‘Fqundation would be willing to match. In this connection all we could argue of



course is that, although Dr. Stewart has carried through all the negotiations
end done so pretty largely at his own initiative (except for the repeated
mention of this desideratum in owr list of our hopes for future research), he
would not perhaps have exerted himself if he had not been satisfied with the
work of the Committee even in these difficult deys and with the generazl compe-—
tence of its members.

If the possibility does develop of writing a history of the United
States Treasury, and if the Committee approved of a place for me as director of
the research, I should be moved to ask Dean David for a greater amount of time
than even theoretically I am now supposed to be putting into research. I am

- still vnwilling to give up all connection with Harvard and I am inclined to
- think that I would lose appreciably by doing so. I should turn over to my

assistant (who is now actually engaged in war-sprung teaching) all the admin-
istrative work of the Library and the purchase of contemporary literature. I
should like to retain the work of purchasing historical material and the
operation of our rare book room. This would cut my time at the Library down
something like a quarter or a fifth and give me opportunity to spend a good
part of my time in Washington if that were necessary.

In connection with the actual research, I should expect to have a
special advisory committee and I should anticipate as one of the important gains
the opportunity of inducing two or three able young men to devote themselves
predominantly or exclusively for several years in the working study of economic
history. I have two or three young people in mind and I believe they would be

" interested.

I am not too concerned with the limitations which the Treasury might
put on the character of the study provided of course these limitations relsate
merely to the scoope and not to scientific objectivity. The more complex
problems relate to relatively recent decades (except perhaps for the few years
of the Confederation and those when the Treasury was very new); and if Mr..
Morgenthau gave us a substantial 1ift relating to problems which are of present-
day importance and which have roots running back to the Civil War period (or
thereabouts), the Committee could probably swing the rest of the story.

I shall say no more now. There are some other prerequisites that I
could mention but I do not believe that they are important enough to change the
general picture. I hope that something reasonably concrete can be presented to
the Committee at its next meeting, scheduled for Princeton the two days prior to

_ﬁhe sessions of the Economic History Association. Perhaps Dr. Stewart could

make a statement himself to the Committee and then act as chairman while my

' confreres decided whether they could not find somebody better than I to handle

' the job.

This all is grand news and I hope it does not turn out to be merely a
mirage.

Cordially yours,
(Signed) Arthur H. Cole

Chairman
AHC:CN



THE INSTITUTE FOR ADVANCED STUDY i
Founded by Mr. Louis Bamberger and Mrs. Felix Fuld v
PRINCETON, NEW JERSEY

October 9, 1944

Dear Walter:

Warmest thanks for your two memoranda.
I am enthusiastic about the plans outlined and
delighted to have this “information to summarize
informaTly to“the Trustees. 1 look forward
with keen interest to hearing Win's reaction
when he returns and a2lso to hearing more de-
tails about the plan which he has in mind and
about which he has already told me something.

I thoroughly agree with you on all the
points you make concerning Mrs. Bill and shall
take the same line with her in as kindly a way
as 1 can whenever I have a chance to talk with
her.

Yours sincerely,

O

Frank Aydelotte

Prof. Walter Stewart
Institute for Advanced Study

FA :KK









B. lr. Jomathen Mitchell -

With the excention of a goncluding chenter, Mr. Mitchell has comnleted
the first draft of a report on the Treaty fight 4in the Senate and 1is now in

nrocees of revising that draft. 4 first chanter has been received which is

not naly a great imorovement upon the orizinel draft, but 4f the style cen be

medntained, will maks s most intersetims renort. : : i

6. Mp. Richesrd P, Blackmur

Mr. Blackmur, on leave from Princeton, began hie membership at the Institute

on July let. His stady of Menry Adems is nearing eommletion and when vublished
will be A Book of five or six huadred peages. It 18 not merely a 1life of Adams,
Bnt a2 erities) portralt 2nd will be 28 nenrly dafinitive ~s such things can be.. !

1

He hne been nsked to write the chavter on Hénry James in the forthcoming Literary
‘Higtﬁry nf the United States which is sponsored by the Ausrican Council aof
Learned Sncleties.

At the re&uest of the Rockefeller Foundatiom, Mr. Blackmur hag Juet Emm—
vleted a memorsndum on literary critical megazinee in-America. It is possibil
that the Foundntion mey went to arrange to .hsve gome younger man pu:Que tbi;
etudy for s year with & view to bringing Aut » book on the eubject. In that

cnee, the man selected might be seked to come to the Institute as member and

work under Mr. Bicglmur's direction.

Attached letters from Mise Foeh and Dr. Gverett, who thig yeap receivpd
Gugzenheim fellowghins, indicate their intentions to come $o the Institute at '
_#ome later dete -~ Miss Koch late ia December ani Mr. Everett sometime bofoto
Iobg?ary 19&5 Since thotr studies are biogravhical in charactor and touch on

msmu \rllh R e B ey i1s rmuar. the plan 1s that they should work

wﬂ.ﬂ\ nu




il !

The Anericen Civilizetion Program st the Uxivereity is another poiat at A

wnich Mr. Blackmar's work will touch both The Inctitute and the University. -
/ihls-nragfam is undar the direction of quid Bovers of the Philo-aphg“nepartmeui,
and'Stow‘Porsons of the History Denartment =nd we have hed several canvorlatioit:

| vith them conceraingz theilr plans‘for the nrogram. Members of the Iﬁstit;ie are
invited to attend sny of the sagsions that may be df inter-s¢ to them. Thérox

isno formal plan for cooveration between the Inetitute and the University, but

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

7. Studies in Fsnence
The School of Zeonomiece has geversl nlans for the nresent year which are

in varving degreea af maturity. Twn nromneslie have come from the Committee ot:

War Studies of the Sncinl Science Reserrch Oouncil, One is e study of Pubfioil

{ Finance durinz Wartime and if Gordon Keith, who is now working at the Treasaii,“
can be relsreed, he will be nkked to undertale the etudy as a member of the

Institufe. Another study nronnsed by the Comnittee ie on the subject of Wartiﬁi

Banking =nd Investment, whieh would nrobably be 2 joint project of the In*titut'

" and the H#tional Byreou. So far wve hwve not been 2ble to find a sntisfactory

nerson vho ic free to undertake the stud;. »

Anothér projéct in which ﬁr. Willits‘of the Rockefeller Foundation is

F e much interested 1o a study of the Cornoration and sometime this autumm o gronp

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

such a etudy. Ve have told Dr. Willits that we would be interested in such a8

& utu&y with outside collzboration nrovided = ccmpotent full-time pernon could b!

founl to orznnlzo and partiolnato in the vork.




Oar vlane for = continuing study of Intarnatignal Monetary Expariena‘ hivi

been held 1n abeysnce,again becsuse of the difficuliy of finding nuraonnel. Aif
,cxcollent renort on this subject hae recently been nrepared by'xagnar Enrkto :
of the Trague of Nationg and 4t is = field in which Riefler. Warren and B%Qwhai
 have all had owmortunities for observotions. Sevesal of the neonle who hajq

1 “
1 Y
i hili

been apnroached hove érnresseﬁ great 1nteraat. but are not at thé.mmment‘ffn‘3,~“'f

‘to lerve tletlr nrpwent vﬁvnrnmentml noste, g
None of thege nlene hsve yet been discussed in detall with Prﬂfessor

"Riefler. and we have not yet had an omvortunity to learn whet nlans he may 47 h/

| heve brought baek from London. Thnrﬂfore nll of these must be regrrded as 25

fiie? o ¥4

tentative until we hnye had a<chnnCe for further cnnferencm.
i, S

8. Mise Mizabeth Horton

; : Ve hsve roeently ndded o onr steff Miss Forton who hos tolen over the

_ltattsticaliand chart work fomerly done by HMiss lMarjorie Miller and later by
Dr., Schiffer. We nlan to reduce the burden nf this nart of the vark'ao‘ﬁh@%uuwf" i
 a vortiom of her time will be availa ble for tynlag the varisus mannserﬁp§i 1‘_

now in nfogrOos;

3@mberger Pund.
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'0ffice Memorandum ,' e /

*

Bovers and Personst Socialisnm Lg,Americgg‘Lifn

A dinner conference with Bovers, Persons, Warren and myself: Bovers

gave us a cnnfersnce outline c¢ontoining the six headings om which they Nro=-

v

.ncse tn crnduct the American Civilization eourse this year together with th.« 

names of the lecturers. Ve at the Ins titute are invited to pttend auch
"nepsiﬂne ae may interest us, H
:( A To peniet in the course, I offer-d the following!
i 1. If they need » 1acturer on =nme narticular tonie, the Inctitute )
would see 1f 1t could assist Fimancislly in bringing the right nerson, tot i
eu  } : examnle, Yumford an Socislism and its Bffect in Americen Art. For this yoar{
hnwever. the selection of lecturers seems to have been cnmn)eted.
7. ;f certAin ‘eimnle wall chorts are needed, =nd the data ore alreudif;
«~'prenared..ye may be able to premare the charte here. i
i 3f Bownta hae made 2 preliminary sesrch of library materials on
cocialism in this country. I sugﬁaated an anpendix $o their book giving an

annralsal of these sources and said we might be nble to contridute toVazt

/ travel ewpenses to assess those materinle.
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October 3, 1944

Office Memorandum

Conversation with Professor Clough
(Committee on War Studies)

1. Mr. Opugh exmects to be in Washington next week and will undertake
to see Gordon Keith and find out whether he would be free to make a study

of public finance during wartime.

?. He asked whether we would be willing to contribute toward the sup-
nort of Joel Desne while he makes a study of Price Control and Rationing.
Fred Mille of the National Bureau believes that Desne is the man to make the
etudy and believes that some contridbution could be made by the Notional
Bureau. I told Qough that this project wes not in our line of inouiry end

I 3id not see how we could contribute to it.

3. No one has yet been found to undertake the report on Wartime Banking
and Investment though Clough hae has a number of conversations with Ralph
Youhg. It was provosed that when Mr. Riefler returns to the Institute that
Mr. Clough and Mr. Young come to frinceton and we have further discussion

concerning the selection of personnel. This is a nroject we would like to

, work on if the right nerson can be found.

4, Mr. Bopn's study of Central Banking during Wartime, while agreed
unon between Bonp and Clough, seems not to have been entirely cleared with
the officers of the Philadelnhia Reserve Bank, If Riefler believes th=t Bopp
is the man to make thislstudy, it is hoved that he will take the matter up with

the Philadelnhia Bank and ne-suade them that some of Bopn's time should be

made availadble for the project.
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September 5, 1944

Proposed List of War Studies
COMMITTEE ON WAR STUDIES
Social Science Research Council

Americen Industry and the War, Lincoln Gordon, War Production Board
Washington, D. C.
This would be a study of the demands placed by theiexigency of war
upon American industry, of governmental planning and control, of
the ways industry responded to the war crisis, of interallied co=-
operation, of industrial demobilization, and of those institutional
changes in the industrial segment of our economy effected by the wars

American Agriculture and the War,

The general scope of this investigation would be analogous to that
envisaged for industrys It would treat of the situation of agri-
culture and food supply on the eve of the war, war demands on
agrioulture, the meeting of those demands, both by governmental
planning, control, and price arrangements and by agricultural pro-
ducers, and the effects of the war on agriculture and agricultural
institutions.

Wartime Shipping. John G B Hutchins,'Wa? Shipping Administration
Dept. of Commerce Building, Washington, D. C.

This book will deal with the international shipping situation prior
to the war, what happened between September, 1939 and Pearl Harbor,
subsequent shipping requirements and how they were met by private
shippers and the govermment, interallied cooperation, the shipping
problems in the various theaters of operations, and the probable
effects of the wartime period upon the American merchant marine.

Lend and Air Transportation. Charles Dearing, Joseph R. Rose. G. Lloyd Wilson
- 0ffice of Defense Transportation, Wash., D. C.

The aim of this investigation would be to describe how rail, highway,
air, inland waterway, and cosstwise shipping traffic was handled .
during the war emergencye. It would deal with the collaboration be=
tween govermment and private interests, the problems arising from
shifts from one type of carrier to another, and the rate situation.

Foreign Economic Relations.

This studx would cover, as at present planned, the periods of "cash
and carry"” and of "all aid short of war," Lend-Lease, non Lend-Lease
trade, economic warfare, relief and rehabilitation commerce, the
probable increasing creditor position of this country and what that
position implies, and the long range effects of wartime commerce.
Possibly this field is too large and may have to be divided.

Public Finance and the War Period.

It is expected that in this study consideration would be given to
the money costs of war, how the war was financed -- the tax program
and the sale of bonds, the rising public debt, and the effects of
these various developments on public finance, on our economy, and
upon society,



Page 2

7« Central Banking during the War, Karl R. Bopp, Federal Reserve Bank of Phila.
Philadelphia, Pa.
This study will be conducted under the auspices of the Federal
Reserve Boarde It will focus its attention on central banking
policies, the enlarged scope of the system's action, and the war=-
time relationship of central banking and the economye.

8 Wartime Banking, Business Financing, and Investment.

The aim here is to investigate how commercial banks met the war
orisis, how the stock market reacted, how money rates were handled,
how investment institutions, like life insurance companies, savings
banks, etce, fared, how business, both large and small, was financed,
and to what extent the govermment beceme a lending agency. Some
attention would also be given to the banking aspects of inflation.

9+ Price Control and Rationing, Joel Dean, School of Business
Columbia, New York

The title of this volume is largely self=-explanatory. The study
would be broader than the activity of the Office of Price Administration
and would include all governmental action in the fields It would also
deal with compliance, black markets, and at least incidentally with
all phases of inflation. Much ought to be learned from this study of
the relationship between prices and physical production -- a subject of
importance to both capitalist, neo-capitalist, or communist economiess

10, Manpower in Wartime, Lloyd G. Reynolds, Johnsg Hopkins University
' Baltimore, Maryland
This volume will treat war's demands for manpower both in the armed
services and on the home front, how these demands were met, and what
lasting effect wartime experience may have upon labor problemse The
question of wages and labor supply, both in theory end practice, will
be given especial attentions -
Philip M. Hauser
11, The Effects of the War upon American Population Movements, Bureau of the Census &
Conrad Taeuber, U.S.Dept of Agriculture
The plans for this study involve & consideration of demographic Wash., D. C.
trends during the war period -- the reasons for them and their
probable duration -- war casualties and their effect upon population
movements, internal migration, and the impact of wartime population
changes upon population theory and upon our institutional life.

12, The Local Community under the Stress of Wer,

Several studies of local communities under the stress of war are
already being undertaken., Some deal comprehensively with the
economic, social, political, and intellectual aspects of a locality;
others with the more specific crisis issues of congested areas; and
still others with the problem of the local community as a pawn of
broad institutional changes and problemses The Committee on War
Studles is keeping informed of the progress of these investigations
and is lending some aid and guidance to them.
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Social Adjustments to Wartime Conditions, Francis &. Merrill,

Dartmouth College, Hanover, NH
This study will deal with the effect of the war on social institutions
and social problems. It will treat of marriage and @ivorce rates owing
to wartime conditions, of group and class aligmnments, family relatione’
ships, welfare, crime, housing, health, and so on. The center of atten=
tion will be the developing conflict over a centrally planned integration
of American society.

Minority Groups under the Stress of War, Louls Wirth, University of Chicago
Chicago 37, I1l.

The plen of this study will follow in general the research memorandum
prepared on this subject by Professor Wirth for the Social Science
Research Council, Consideration would be given to the effect of the
war on the status and role of the group, on the attitudes of group
members, on the attitudes of others toward the group, and on the actual
‘structure of intra- and inter-group relations.

The Presidercy in Wartime. Pendleton Herring, Harvard University
Cambridge, Mass.

This study would deal with the increased powers of the chief exsecutive
during the crisis of war, how these powers were employed, relations of
the executive with other branches of government, and the probable last-
ing effects of the war experience upon the executive-administrative
branch of govermment and upon the entire question of the division of
powerse

The Law Making Process. Roland Young, Morale Division, Pentagon Bldg.
Washington, D. C.

The purpose here is to analyze the legislative branch of government
under the stress of war., The analysis would deal with distinctive ware
induced legislation, with the stresses placed by war upon cumbersome
machinery, end with the relations between the legislative and executive
branches of government, and especially with the place of the legislative
in the trend toward government by administration. It would treat of
Congress as critic, positive agent, and obstructionist. A&ttention would
also be given to party politics as reflected in the legislaturss

Political Aspescts of Associational Life under War Conditions,

An investigation would be made of orgenized groups and their role in
political life, of unorganized groups and their reaction to the
activities of organized bodies, and of class structure and its political
implications.

Political Behavior in Wartime. E. E. Schattschneider, Wesleyan University
Middletown, Conn.

This study would deal with the role of the citizen in wartime (military
service, taxes, bond buying, wartime controls, civilian defense, ctcs)
the issues of wartime politics (intensifications of unity, divisive issues
like strikes, ete.), political parties under the stress of war,
public discussion of political issues, and the electoral process
(the soldier vote, the negro vote, and the degree of voting interest)s
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The Dissemination of War Information. Harold F. Gosnell, Bureau of the Budget
Washington, D. C.
This study would deal with the various govermmental agencies which
concern themselves with the dissemination or control of information
and rumor and to some extent with private agencies which are devoted
to koeping the public informed of war issues.

Public Opinion in the War,

This study would deal with the molding and measuring of public opinione
It would analyze the results of the polls and check them against press,
moving picture, end radio analysis., It would not only attempt to show
what the attitude of Americans was toward war issues, but the extent to
which polls and other expressions of public opinion influenced policye
This study is regarded by the Committee as experimental, but one that
would be useful as a pilot to further research.

Federal- State Relations,

The centralizing influence of war is a generally admitted facte Cer-
tain powers and functions are temporarily taken from the states and

state governments become more than normally adjuncts to federal programse
This important subject seems worthy of study in view of the longer

range trends which may be drastically affected by the war experiencee

Problems of Wartime Administration. V. 0. Key, Bureau of the Budget
Washington, D. C.

The task envisaged here is not to deseribe particular wartime agencles
and their activities -- that will be done by the historical officers
of the agenciese It is rather to deal with the major problems, issues,
end theories of wartime administration and to consider administration f
against the background of our social processe. It will be integrated
with number 15,

€ivil Liberties in Wartime, FRobert E. Cushman, Dept. of Government
Cornell University, Ithacs, New York
Total war by nature encroaches upon the normel freedom of the individual
and may infringe some of his civil libertiess To what extent this has
been true during World War II and how the problems involved have been
handled would be the subject of this books

Foreign Relations of the United States., Harold Sprout, Princeton University
‘ Princeton, New Jersey
Although the exact scope of this study has not been sharply delineated,
the plan is to devote major attention to those forces which condition
foreign policy == the economic, demographic, political, ideological,
and power factors =-- rather than to provide a minute account of diplo=
matic exchangesse
Walter H., Laves
Changes in the Methods of Conducting American Foreign Relations, Univ of Chicago
Chicago,Ill.
During the war certain changes have been made in conducting American
Foreign Relations, The Department of State has not had the field to
itself, for the President, the War Department, other administrative
agencies, and Congress have all played important roles., Furthermore
the Department of State has consulted civilians and experts more
extensively than ever before, has made use of cultural relations, and
has greatly expanded its own staff,



Septembdr 27, 1944

Conversation with Dr. Aydelotte

1. Dr. Aydelotte said that Professor MeIlwain of Harvard would be in
Princeton on the week-end and would probably viesit the Institute on
Monday. He asked me what we should say to lellwain concerning our =c-
tivities in what he referred to as the American Civilization project. He
exoressed the interest that we would be =ble to arrange for Mcllwain to
spend some vart of each year here at the Institute.

I described what has asctually hapnened in our efforts to find vner-
sonal for such a program. OQur search was largely limited to those indivi-
duals who had received Gygegenheim fellowships and of these a limited number
accented our invitation to come to Princeton. Therefore I did not see
that we had any group at this time that would make full use of McIlwain's
abilities and I doubted whether it was wise to invite him to come.until
such a grous was in existence. I also outlined tn the Director our various
projects on Internstional Monetary Eynerience, The Cornmoration, Publiec
Finance in Wartime, and The History of the Treasury. At the end of this
statement the Director recognized that I persona’ly would not be likely
to have the time to act 28 leader of a group in American Civilization.

I explained that this was not from lack of interest and that if such a
group were orgsnized, that Warren, Blackmur and myself would like to
narticinate in it in some form. At the present moment, However, I had
not yet had 2 chance to discuss with Riefler either our own tentative

programs or what may have develoved in his mind with r eference to the

future of the Institute while he was in London.



O

2 In the course of our converwation the Director referred to the fact
that the Institute inherits from Mr. Bamberger his residence in Newark.
This is a large proverty covering several blocks, and lying on the edge
of Newsrk, Orange and South Orange. It has been vpronosed by Spencer
Millér that the property be treated as 2 cultural center for these
several boroughs. The Director ouoted Mr. Mass as saying that he thought
thereswas nothing in Mr. Bemberger's will to indicate that he desired a
series of cultural centers develoned and that the better procedure would

be for the executors to sell the oroverty for the benefit of the Institute.

3 I als0o discussed with the Director the work of Dr. Schiffer and

lrs. Bill, to which he responded ocuite enthusiasticelly.
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September 25, 19ulk

Conversation with Dr. Aydelotte

At tea today I discuseed with Dr. Aydelotte the following points:
1. Dr. Kann

¥r. Kann has been sunvorted at the Institute by money raised by Max
stéprg. For the coming year Mr. Warburg has asked whether or nnt the
Institute could meake at least some token contribution toward Mr. Eann's
sunnort. Mr. Aydelotte asked whether the Economics Groun would be willing
to eontribute $LO0 from its fund for thet vurnmose. I exnlained thst this
hardly seemed anoronriste a2t 2 time when we were declining to continue
the sunnort for Mrs. Bill and thet in general I wanted to 11§ the level
of our membership above the so-called fellowshin level and thet I was
doubtful whether Mr. 1‘—ann was at the membership level, He then told
me' 2bout Mr. Kann'e menuscrint on Austria and I told him of Miss Wise's

work as editor on that manuscript. It was left that we would not make

a contribution toward suvnmort of Mr. Kann.

2. Library Fund

‘We 2zreed that I would check further on the 91,000 now being contri-
buted from the Economics Fund to the Library. Dr. Aydelotte's belief was
that this %1,000 renresented book exnenditures in the School of Economics
and .Politics 2nd thet at least that much was being snent by those denart-
ments. I eaid that I thought the whole matter should be reviewed since

ve were annroaching a time when librery funds would be limited and I would

like to be in a positinn to assure the doqors that the money they contributed
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had been used exclueively in the field fo which it was intended.

7. Room svace

I called Dr. Avdelotte's at ention to the present crowded condition
in which three of the five members in the Economice Group were exvected
to work in the general Tibzary. Two of these three (Schiffer and Brynmes)
have said that they could not write under those conditions. I also men-
tioned several others who now have invitations, who, if they accepted,
we would not be able to nrovide space for. He answered that to gn ahead
with the invitations and he would find the space. I asked him to begin
by finding snace for the three we now have and thet I did not intend to
extend invitations unless space was already available. I urged him to
zet in touch with Brakeley and find out whether the University could »nro-
vide snece for some nart of the League. He then asked about the use of
the Maxwell nronerty and said he would induire whether it was for rent.
On my insistence he finally agreed to annroach Brakeley first and try to

moke some arrangement for svace at the University,
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September 21 1944

Office Memorandum

Conversation with Ralph Toung Concerning
Dons14 Thompson

In » telephone écnvoraatinn with Ralph Young the other day I asked what !’ﬁ
progrege was being made toward Lringing Don Thompson to thc‘National Bureau. o
He sald that 3loan Colt had recommended delaying action until the Trastees ;¥‘
had spproved the nlans and nreject. -The salsry which the Bureau has in ' i
mind for Thommson is ¥10,000.

I oveerved that with @0 many projécts and with money anparently available,
end the limitinz factor DLeing personnel, that it was dangerous to delay the

closing of an arrangement with Thompson, since he wae so eminently qualified

and was now available., I t914 Toung that we hed nlans here at the Institute
into ﬁhich Thomnson eould bte fitted and that he better tell Colt that there
will be campetition. While he vromised uothing; he intimated that we might

coneider some jolnt arrangement between the Bureau and the Institute in meeting

Thompeon's ealary reouirements, if a2 plan eould be made in which Lis genuinely

_shared his work between the two institutions. ; : A
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September 21, 1944

Office Memorsndum

Conversation with Raloh Young on Pending Visits.

1. On his last visit to Princeton Ralnh Young =aid that Jacoby
s et

and Saulnier wanted to come to Princeton to discuss their problems
i

when they had reached the right stage in their work. Over the tele-

vhone the other day he said that this would not be until Octoberz‘

B

2. Young again recommendegcﬁiggina qf MeGill as a person

who might take the lead in a study of public finance during the
war. I asked Younz to try and arrange a meeting in Princeton, the
next time Higgins was in New York, so that we could get acousinted

. with him,
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September 15, 19hlL

Memor andum

Currency Develooment Project

Since the memorandum of June 2lth an effort has been made to find what
nersonnel might be available for following un the oroject. Mr. Warren inter-
viewed certain neovle in Washington shortly before the meeting at Bretton Woods.
He found thet while they were interested in the project, they were not free to
consider participation at that time. Among those interviewed was Eleanor Dulles.

I suggest that Mr. Warren prepare a memornadum indicating who he interviewed
and how matters were left with them,

Two nublications have anneared since this project was considered which have
a bearing on it. One is a pamphlet by Richard Lester -- International Aspects
of Wertime Monetary Experience -- which makes use of available nmaterial and
could perhans be regarded as a samnle of what might be accomplished in other
selected areas. Ipe other publication is the book of Ragnar Nurkse on Interna-
tional Cyrrency Exynerience published by the League of Nations. Tpis is an ex-
cellent statement in a longer prospective of some of the problems which would
have to be considered by any group interested in nresent war currency develonmments.
At the time of its publication I spoke to Loveday and asked him whether Nurkse
would be free to be a member of a seminar on the general subject of his book.
Loveday said that he would take the matter up with Nurkse when ‘Nurkse returned
from his vacation. It is at this time uncertain how long the League may be in
Princeton and also what Nurkse's assignments may be in the League work. If
Nurkse were available, perhavns on a part-time basis with the Institute, he would

be,ag'invaluable member of any groupr seminar.



W. W. S,
September 15, 1944

Memorandum , A
Public Finance Dyring the War SS V2~Cw fnxﬁ{miL

On July 31st Mr. Shevard B. Clouzh spent a day at the Institute and dis-
cuseed with Mr. Werren and myself the work of the Committee on War Studies of
which he is the Executive Secretary. One of the projects of his Committee is a
study of Public Finence During the War and we discussed in some detail who could
be available to make such s study. We also expressed our interest in the study
and our willingness to varticipate in such a study if the right man could be
found to mske it.

In » letter of August 31lst Mr. Clough sent us his recommendations concerning
personnel for the study and among others mentioned Gordon Keith. On = recent
trio to Vashington Mr. Warren found that Gordon Keith was workings full-time at
the Treasury in the Income Tax Division and Mr. George Hass of the Treasury was
doubtful whether Mr. Keith would be available at the present time, even on a
nart-time basis. On 2 subsecquent trip Mr. Warren intends to discuss the matter
with Mr. Keith himself.

In his letter Mr. Clough stated that he had discussed the project with Pro-
fessor Crum of Harverd and that Crum had exoressed a willingness "to have the
Conference on Public Finance of the National Bureau lend what aid it could to
the enterprise, both in a2 financisl and intellectual manner. He thought, for
example, that the verson engsged on this volume could get'something from the
versons at the Buresu who have worked in the field and he mentioned a sum of

$4,000 as possidbly forthecoming for the sunport of the work."



=0

This nroject is obviously of such current importance and is so central to
the field of our interest that a continued effort should be made to find someon€
who is comvetent to undertake it. If such 2 verson can be found, I feel that the
Institute should invite him to take un residence here, becoming & member of the
Institute and that we should give whatever additionel financial suvport may be

necessary.



WWS
September 15, 19uk

Memo randum

The Corporation

Mr. Joseph Willits of the Rockefeller Foundation has for a long time wanted
some Institute to assume the responsibility for a continuous study of the func-
tion and meaning of the cornoration in our economic, social order. He has in
mind not so much the internal workings or early history of the corvoration, but
rather its relation to the more genersl economic problems of the country in
their modern setting. This is 2 topic which has been on Mr. Willitt's mind and
on which he has written from time to time. It was 21lso the subject of an address
by John Dickinson before the American Philosonhical Society.

In August Mr. Willit's proposed that the Institute 2ct as host to a groun
that would come to Princeton for the purnose of outlining the problem and con-
sider methods of studying it. As we talked the matter over it became clear that
such 2 group ought not to be called together without some careful vpreparatory work
and if the matter were to be pursued seriously, it would need 2 full-time person
in charge who could organize it and give it continuous attention. The man sug-
cested for this job was lir. Norman Buch§Pan of the University of California
~who has recently been on leave to Columbia University. Unfortunately Mr.
Buchanan has returmed to Callfornia, but may be avesilable on leave for the second
term of this year.

It was agreed that pending the selection of some such verson, a certain
emount of vreparatory work could be done by asking various individuals to
contribute brief memorsndes outlining problems that would fall in this area of
study. One contribution of this kind hse already been received from Ralph
Young of the National Byreau dated September 8th. Friedrich Lutz of the Institute

hae been scsked to make a similar contribution.



When various contributions have been received, it is pronosed to digest
them mxt with a view to using them as an azenda for any conference that may be
held. It has been sugrested, for exsmple, that the renorts of the TNEC might
be reviewed for the purnose of seeing what problems and assumptions are contained
in its reports.

Mr. Willits has now gone to England 2nd on his return this matter may dbe
talen un again. <This project is of interest to the Institute sand one that we

could snpropriately support.






NATIONAL BUREAU OF ECONOMIC RESEARCH INCORPORATED

September 8, 1944

Dr. Joseph He Willits, Director
Division of the Social Sciences
The Rockefeller Foundation

49 West 49th Street

New York 20, New York

Dear Joe:

I promised to put down on paper some time soon any thoughts that I might have
on the problem of the modern corporation. Being so full of the subject from the
financial angle, any observations from me necessarily have that slant.,

In connection with our studies of business financing, we discovered that, for
some reason or other, corporate business has what may be termed a characteristic
anatomy. Furthermore, that anatomy has surprising staebility. Its general struc-
ture today is not much different than it was in 1900. This fact is certainly not
widely known emong economists and it has intrigued us very much. Indeed, a good
deal of our resources and energies in our business financing project went into the
development of fuller knowledge about ite We are not sure yet, however, what the
explanation is and are still trying to find out.

Another thing that struck us about the corporation was that it has a unique
set of rules relating to its financial conducte. In part these rules have developed
from the need for records of operations and an accounting to stockholders. In any
case, there seems to be a set of concepts concerning income, concerning profits,
rates, concerning capital which are very real to corporate managers but have no
| striet equivelence in economic theory as we know it today. Some reconciliation
' has to be found if we are to evolve 2 reslistic body of economic principles. The
problem needs much more study.

Much has been made in recent years of the role of business investment in eco-
nomic instabilitye. Economic theory has its precepts of why investment occurs and
of the factors that influence its timing. The corporate financial records we have
examined for a long .period of time, about four decades, give a pattern of corporsate
investment behavior that is superficially inconsistent with the hypotheses of ac-
cepted theory. We have been concerned as to why this is true and what there is
. about tlie way in which the corporate entity functions that leads to what is from
‘appearances irrational behaviore

Another aspect of corporations that has considerable significance is the prob=-
lem of retained earnings or corporate savings. Someone has ventured the guess that



Dr. Joseph He Willits =-2=- September 8, 1944

two=thirds of the business equity capital supply in this country is accounted for
by retained earnings. I don't know what basis there is for such a statement; it
seems to me a bit large but on the other hand retained earnings are very important
as a source of equity. A lot of publie policy questions hang on the relation of
corporate savings to. equity capital formation and we ought to know more about the
probleme .

From my associations with institutional orgenizations, public and private,
over the past few years, I have been much impressed with the fact that there is an
institutional mind and point of viewe There is a mentality that characterizes the
Board of Governors, the Comptroller's Office, the FDIC, the RFC, and the Treasury,
and it's strikingly different for each one. In part it reflects, no doubt, the
dominance of strong individual minds in the position of leadership but it seems %o

‘me more than that. The very same thing is true of say the Bankers Trust Company,

the Chase National Benk, the Guaranty Trust Company, end the Mamufacturers Trust,
to take four leading banks; or the Metropolitan Life Insurance, the New York Life
Insurance, the Mutual Life Insureance, and the Prudential Life Insurance, to take
four leading insurance companies. It is & continuing astonishment to me how far
apart representatives of corporate institutions can be on issues of mutual interest,
the reasonable solution of which to an outsider seems simple. I don't know what

" the explanation of this is end I don't know what sort of approach could illuminate

it, but it certainly needs careful examination.

~In general, there are probably a lot of other features about the corporations
that need to be taken into account but it is certainly clear to me that one of the
needs of this time for a fuller understanding of the corporate entity is a great
deel more intensive study of what it is and how it works than has yet been done.
The need for understanding is a basic one because we seem to be in the process of
passing into "the corporate state."

I hope your impending trip will be highly informative and that you have a very
exciting experience.

Cordially,

Ralph A. Young

RAY:LR
Ence



~ Hemorandum

‘ To Dr. Aydelotte Bl il
' From:

| Subject:

’i{g' bl < ' e : -

To meet the requirements of thn‘ Beauonlenlm. for thie
m;mwmm year it vll]:'bro u:o:lw to make available Kr, Riefler's S
i i Y effice, mw}aecupha; ’h'y lr. Nurkse and Mr. Fong (League of s
e iy Betions) and Room 214, mow occunied by Mr. Kriz end hie ese :f_‘ o

sictant. Thess two offices will be for the sccomodation
of Mr. xi.n.r, when he returns, and Mr., Richard Blackmur.

Room 216 is now occunied by Professor 2nd Mrs, Late,
i sy _Room 202 by Mrs. .3111‘. ¥r. and Frs, latg will continue
| as ogcupents of room 216; room 202 ie to be held for our lh

use after Mre. Bill lesves.




PROPOSED STUDY OF POST-WAR POSSIBILITIES
OF ECONOMIC CO-OFERATION

This memorandum is intended to serve as an Agenda for work to be dome. But
the work to be done cammot be eonsidered except in the setting of the purpose it
is intended to serve. Seotion A is, accordingly, devoted to setting out what my
understanding is of the assumptions from which the projeet starts. This is not
intended as an agenda for research or discussion (exeept of course in so far as I
have misinterpreted anything). Section B sets out ‘oortain convietions of my own
about the way in whieh this sort of work can be usefully taskled. These, of course,
are eminently open to discussion, but they are not part of the work to be done by
the proposed enquiry. They are rather for agreement - or amendment - by the spon-
soring group. Sections C and D are the agenda proper « i.e. the main heads of re-
search to be done by the staff to be recruited.

A

It is agreed that two conceptions of Soelety are at odds in the present war.
The most obvious eontrast iz between those states that beliewve in modifying the
international order by forse or the threat of forece and those who believe that it
should be modified without using war as a weapon of national policy. But behind
this olash of means there is a eclash of ends. The basic dostrine of the diectater
states 1s that the power of the state should be the end of all politisal action.
If the liberty and the economic welfare of the individual citizem have to be sac~
rificed for the strength of the state, the saerifice is worth making., But in the
democracies the liberty and the economic welfare of the individual citizen are
the aims of poliey, however imperfesctly they may be attained in practice.

We think, of eourse, that the demoeratic aim is to be preferred. But to
demonstrate its superiority, and to prove our own sincerity in its cause, we must

be ready to draw up now & blue-print of the steps that ean be taken when we are

e
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relieved of the insecurity and expense of war. We must show what can be done to
meke it clear beyond any possibility of mistake that the lot of the ordinary man
is happier under democracy than in any form of distatorship.

Now the ideal of welfare and the ideal of power have this baigniﬁoant dii_‘foremo.
Power is an ideal thet can be - indeed in large measure, mt/-epnrmed by m;:iom
in isolation. But welfare is very difficult for even the largest and most self-
contained nation to secure in isolation. There are several reasons for this.
First, there is the familiar Free Trade dostrine that if every country will
specialize on what it ean do best, all will benefit. This argument nowadays
oarries little weight, not because it is untrue but because every nation has shown
that it prefers the real or fancied seocurity of Protection to the benefits of
Free Trade. But secondly, it has been shown eonvineingly in the past decade both
that depressions pass from country to country and also that any plan for curing
depression necessarily has international repercussions. The problem of the Trade
Cyele, perhaps the most fundamental of all economie problems, can hardly be tackled
in any but an intermational manner. And thirdly, even after the present war has
been won, it would be rash to assume that there will never again be power states t
less concerned about the structure of an international system than ebout their own
immediate gaine Nations who join the democratie system have the right to ask for
collestive economic defemce against those who do not abide by the rules. (They
have the right to ask for eollective military defence also, but that is another
matter).

For these rdasoms, it can be said without the poesibility of contradiction
that & so-operative democratic system for the defense of standards already attained
and for further progress in welfare (which is a compound of wealth and seecurity)
will be impossible without the co-operation of the three great democracies, the
United States, the British Commonwealth of Nations and Frange. Others may be ready

.z.



to join suech a system; but they are not large enough to ereate it.
The purpose of the study is to examine what are the minimum essentials of such

so=operation.

B

In the eonduet of such a study, three principles seem to me to be essential.

First, Utopianism must at all OOIﬁ be eschewed. To work out the town-planning
of ﬁtopu is a faseinating exercise, but not very rewarding., What we want to know
is not what is desirable, but what is possible. Consequently, under each heading =
whether it be commercial polisy or currency standards or conmodity control schemes -
it is essential that the study should start from what has actually been achieved
and oonsider what further steps are likely to be politically practicable. Some

allowance may properly be made for the idealism of the first few months after the
war, when, for a short time, things will be possible that will never egain be
possible., But unless the schemes then adopted will stand up to the cold realism

of the succeeding years, they are useless. Thus under the head of currency stan-
dards, it seems to me to fall under the head of Utopianism to recommend the re=
establishment of the gold standard or any other system of fized exchanges, even though,
- from the purely economle point of view that may seem to be by far the best solution
of the problem. We know that countries are not going to be ready to impose upon
themselves the doses of deflation that are sometimes necessery in any system of

| fized exchanges. It seems mich more realistic to start from the existing Tripartite
Agreement and to examine what further steps of co-ordimation are likely to prove
prastically acceptable.

The second principle follows maturally from the first. The difficulty about
schemes of internationmal esonomic cowoperation does mot lie in working out a plan
that is logical and consistent, nor in proving that in the long run it will be te
the advantage of all concerned. The diffieulty lies in ensuring that it is not



defeated by the pressure of vested interssts or by short-sightedness on the part

of some of the interests conserned. Thus & scheme for a wheat control scheme eould
unguestionably be drawn up, and a priee could be ealeulated which, on the average of
years, would equilibrate demand and supply. There is no guestion that a stabilisa-
tion of the prise of wheat would be an imestimable advantage to produsers and eon=
sumers alike. But these are the sort of questions that will provoke trouble; will
the producers sccept the economle price or hang on in the wain hope of doing better?
If there is a run of buwmper orops, will the consuming countries be willing to put

up large sums of money to prevent their bread from gebtting cheaper? If there is a
short~erop year, will the preducing countries be content to séa wheat coming out

of store and preventing the prise from rising? Will it be possible to agree on an
equitable division of the market between countries whose preduction is expanding

and those whose produstion is not expanding? Will countries like CGreat Britain
agree to refrain from encouraging their own expensive produstion of wheat? Will
eountries like the United States, whose exports are only a small part of their

total produetion, put their domestic markets into the pool, or leave the whole
burden of ironing out fluotuations to be borne by countries that export many times
what they consume? These are the sort of guestions that determine the prectiecability
or imprastieability of any scheme. The second principle must therefore be that the
exemination of each subjeet should not stop short at the ecomomies of the matter,
narrowly conseiveds It should go on to the politieal esonomy of the matter, enguiring
what are the vested inbterests in each ecounbtry that will be asked to make a saerifice,
or an apparent saerifice, for the good of the whole. How strong are they? And how
can they be appeased? If the plan works to the advantage of all countries in the
long run, will it work against some in some years? What are the political con~
seguences of thig? No report that emerges from the study will be of great value

to a Government unless it answers questions such as these.

-gw



The third suggested prineiple is that a study of this kind is likely to be
better condusted by a staff of workers working under a competent chief than by the
tochnique of the study group or discugsion group. A committee will be needed to
sottle the detailed agenda and to discuss the results when produced, but the bhulk

of the work will best be dome individually. It is, after all, a problem of research
" inbo faots, mot of reconmeiliation of views

C
The following are suggested as the maein heads of enguiryie

1. The Trade Cycle lies at the root of all other problems. The first task should
therefore be to enguire what prospects there are of securing agreement on an
international trade cyele poliey, and what prospests of success it seems likely to
have. This will naturally subdivide itself into & mumber of gquestions:~ |
a) Is there any aceepted body of opinion on the effiesey of public works, or

 other forms of defieit finaneing? If so, could a programme be so~ordinated?
b) Is there any possibility of joint monetary policy, nations expending eredit

WAL S
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at the same time?
e) If these are two smbitions, would it be possible to devise a scheme whereby
nations whose exehanges would be endangered by the adoption of 2 reecvery
policy sould be jointly helped out of this diffioulty?
2+ What are the possibilities of drawing up an internationel minimum sbandard of
living to be guaranteed to all citizens of a demoersey - an internatiomal Bill of
Eeconomic Rights? Could eny arrangements be made to help individuel nations preserve
this standard?
3¢ Az & speclal ocase of preserving standards of living, what is precticable in the
vmy of gusranteeing a secure income %o primary producers? What should be the
principles of commodity conbtroel?
4. To what exbent is it the case that the main obstacle te the reduction of trade

w B -



barriers lies in the existenoce of certain devices of totalitarian economics? Could
a tariff system be worked out by whish the democracies substantially freed their
trade with each other, but preserved solleotive defences against those who would
not assume the obligations of demoeracy (see 2 and 3)?
5+ What development of monetary co-operation could be worked out? In partiecular,
should the movement of capital be entirely free or is there any oase for its control?
If so, what sort of control?
6+ Can any progress be made towards liberating migration from its present restrietions?
T. Is any scheme of Joint development of coleonial territories prasticable?
And finally, under each of these heads, two questions must be asked:=-
a) Over how wide an area can this particular scheme be spread? India? South
Amerioca? Central or East European democracies?
b) Does what is practicable add up to a sufficient eontribution towards the
general plan of a co~operative order? Or will the nationalimm remaining
be enough to wreck the scheme?

D

The problems of immediate reconstruetion that will have to be solved on the
morrow of the Armistice are sui generils. Not having devoted any thought to them,
I ocan only indicate them in the broadest outline.

1, What are the needs likely to be qualitively end quantitively?

2, Will Great Britain and the United States be (a) able and (b) willing to

undertake large-scale salvage work?
3« What resources will they have awvailable}

4, What technieal form could their assistance best take?



YA
June 24, 19LL

Memorsndum - Currency Develomments Project

Recently there has been a revival of interest in a provosal made by

RBW more than a year ago. His view at that time was that it was imvossidle
to nlan for the future of currencies without knowing what was actually
taking place in the present and that therefore what was needed was some
m® thod of following developments in.various currencies; In conversation
with Joe Willits this matter arose sgain recently and JW expressed interest.
Since then JW has interviewed various peonle, telephoned WWS and talked
with Fosdick. JW is sending an account of his interviews together with
suggestions from those who might work on the project to RBW.

' In his televhone conversation JW sa2id to WWS that he wanted us to
have assurance concerning any exnenditures involved in the project. He had
talked with Fosdick and both of them wanted us to feel free to ask for
finéncial assistance, if we needed it. Since JB was going away for his
holiday, he suggested that we use our fund to meet any initial exoegnses
and that in the autumn, if the »roject had develovned, =2 prooossl could be
brought before the Executive Committee. He said that both he and Fosdick
were prevared to bridge over a meriod between the time when the Bamberger

estate becomes available and the time when our Rockefeller-Bamberger Fund

‘mey be seriously reduced.

W.W.S.



June 20, 1944

Memor andum
To: Dr. Avdelotte "
10

From: W. W, Btewart

There are a few rat'ers which I d1d not have a chance to talk with you
about, some of which have arisen since you left.
1. Douglas Freeman

| I om told that the Carnegie Cornoration has not vet actually refused to

gunport Freeman's study of the life of Washington. If they do turn it down,

the Found-tion will send me the information which Freeman sent them giving

his entire budget, and we can then take the matter up. ;1

2. Adoloho Dorfman | : i L“"’

The most convenient time for me to see Dorfman would be July 6th. His
outline looks interesting, but seems to me 2 large undertaking to complete in

a relatively brief time.
\

3. Hans Baron
I gee no reason why Dr. Baron should not be made a non-resident member of

the Inetitute for the year 19u4.U5 and become a resident member in the following

vear.
L, Adrienne Koch : i '|
: N e - ' i )’

Migs Koch is coming to Princeton on Thursday, Jwdy 22nd and we will have 'l

lunch with her. I am sorry you will not be here.




5. Yalentine Bill

I have talked with Mps, Bill and told her our decision concerning the Qip
tension of her assistantshipn. S.e has asked that her vacation veriod be at the
end of thie extension, so that she would be paid throngh.octobor 30¢h (October
to be considered as her holiday). This wonld be in accordance with other
similar arrangements ve have made, I hone you find it satisfactory. The veresonal

matter I referred to in our conversation about her she has asked to be kent secret.

6. Yacation arrangements

We are interviewing Miss Elizabeth Horton on Thursday, June 29th as 2 vos~-
~ sible substitute in this office during July. Miss Horton was considered last year
but wae not immediately available. If she proves satisfactory, she will begin

work on July 5th, in which case Mies Wise will remain through that week to break

L

her in, starting her holiday on July 10th,




gk-** = CJ s

THE INSTITUTE FOR ADVANCED STUDY
Founded by Mr. Louis Bamberger and Mrs. Felix Fuld
PRINCETON, NEW JERSEY

July 3, 1944

Professor Walter Stewart
Institute for Advanced Study
Princeton, New Jersey

Dear Warren:

Many thanks for your letter of June twenty-fourth
with notes about the Guggenheim Fellows. I am delighted
with the result in the case of Miss Koch and at your sug-
gestion I am sending to her today an invitation to be-
come a member of the Institute.

I note that you are to see Dorfman on Thursday.

I return his outline herewith since you will doubtless
want to have it at hand. I look forward to seeing him
myself but shall leave to you and Warren the responsi-
bility of advising him about his plans. I thoroughly
agree with your point about the size of the undertaking.

I shall wait until you send me further informa-

tion or suggestions about Douglas Freeman.

Yours sincerely,
O

Frank Aydelotte

FA:XKK
Enclosures



Office Hemorandum

Res Agher Brymes

N gy My

At our suggestion A;har Brynes took his manuscript on Government 7:4
~the State to Datus Snith at the Princeton Press. Both to Mr. Brynes and
later to Mr. Varren, Smith exvressed his interest {n the manuserint and
s2id that he would recommend it to his Committee. It will prodably be the
‘Tirsy of July bdefore the Committee will be able to pass upom the manmscript
and vend ing their decision the Press cannot make eny advange on royalties. |

~ Dr. Aydelotte took up with Mr. Moe at the Gugzenheim Foundation the
ouestion of whether the Foundation would de willing to make any further ‘
grant to lr. Srymes. In view of the fact that he had had two fellowehips
and a. further grant which was later extended, Mr. Moe feels that the
Guggenbeim Foundation cannot make any further contribdution toward his work.
2 Today 1 phoned Mr. Brmn and told him My. Varren's éonvo:uﬂén with
Smith and that I had explored the only possidility of obtaining assistance
1"or him that had occurred to me an'd hcthhg had come of 4t. He understands
the -itﬁat;on and Hs eonclusion was that he would probably have to interrupt
his writing and obtain some kind of employment pending a deeision by the

frinceton Press.

W. V. 8,
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11,
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Mey 12, 1947

"Evoivtion of Monetary Forme®, Robert B. warm gessces
Toxt.
Yotes were not kept of discussion

fDomestic va. Internationel Ecoveomic S6adility,”
Rognar Wurkse.

Pext? See A.E.R., Vel. TXXVII, May, 19847, No. 2,

589. Reviged after discussion.

Kote. ot msm.ion pc.ov‘o.‘CbQ-ot-o'--oOOQ- a0 NpV eI
(hr farther discu.s’-o_n' 288 A, B.R., Vol. XXXVIT, Nay.
1947, No. 2, pp. 5814598,)

fPublic Dsbt and Institutions,” Donald B. Vosdward.
Toxtt BSée A.B.R., Tol, XXXVII, May, 1947, No. 2,

157. Reviased afber diseussion.

Hoteg OF DESOUSEEION sssvassesstesosss taesOrstessssnssste
{(For further discussion, see A.E.R., Vol. XXXViII, May,
19h7, Fo. 2, ppe 192-204.) ;

Contimaation of Dlsmllon from Jan. 1le
ﬁo'e‘ Of MCMB’-Qn PedlPyreecrnbreNtennocseneenrcoactlBe

"lethods of Measuring Stresses in Intermational
Harkets,” Oscar HMorgenstierna.

Toxt: Part of ferthooming study by Hational Buresnt
ﬂot.s of MBmﬂion Dop Lo tasesnnENetesboperrtaderpenpel

#"Selective Credit Conbrols,” B, A. Goldenwsiser,
Toxt: Hot aveilable.
HO%OS Of MUﬁueiion ChoontevnrsresdbbEdoosrreroprocopdoDe

Gontinmation of Digcussion from March 1l. Notes weve
not kept of Discusalon.

"Restoring Sterling to the Status of World Currency,®

J. Burke Enapp.

Text: Hot avellable.

Fotes of mﬂmﬂ'io‘ CoeseecBeesscnesoetsrebrasreePben

"ihe Position of Britain,® Alexander Sachs.
Tex$s Tobt available.
net“ Of mm“ﬂn DocetopeapcsrsegPreshectanasbonoene oy

ib

20

22

28

28

32
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Far text:

See A.K.R, Vol. XXXVII, Nay 1947, W |
Mvitnet sdble NElovine Siascnsion. b
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Subjeots Domestie v, Internstional Beonomie Stability.

Speaker: Dr. Regner Furlcss.

Prosent? Chairman aclthmiuer. Mes, Hicks, mx& Hesere,
Graham, Riat, S » Sache, Viner, Morgenutierne,
mtﬂ, wm. 9! m mm.

The volatility of the total dollsr walue of American izporte is
affected by eommodity price fluctuadtlons se well as by changes in volume,

The $i8le of the paper ig inappropriates domestic snd internstional
economic atability Ghould be mutunlly weinforeing, not opposing. And ome
io poesidle without the other.

Wa notd to $dentify vhe points of confilct, 47 amy, betwsen national
operation for full employment and international economic stedility) what
international ruled are necessary o permit full employment polley.

Bnffor Stocke

The btuffer gtock idea is very intractable in application, High .
imports and high priden toms at gived phasge in the oysle and deem highly
unlikely in the long periods between. Eqnilieation wounld have e be
attempleod, therefore, over stretches of time beyond the experience of
the individusl, :

Buffer stooke would have to be hold ae real buffers, sad the menagers
ghould not be scared By amsunts, _

Iord Koynes held tho viev that there ere no sdequate incentives %o
motivate private firme %o 2%abilize invéntories. It s a question thea
wvhother good saciel policy is imposeible for private firms, Bven dough
the price swings are wide emovgh hypothetically to encourage a play for
gains, in practice the enterprises can go broke duw %6 holding oovots,
inoluding interest, vpless Ris timing 1s quite good,

Generalized selution proposal of Duffer stooks is mot enoughe
datailed application ie needed. The price swings are so long that eny
adminfotration Might not De able to endure the waiting. A dotalled
examination of private oxperience ig needef: what happens, in terms of
ceguplties, and results. Some have made ¥illings, but many have been
killed.
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~ The poselbility of a ddfferent environnent should be sonsidered
as well ap past history. While im tHe past long secular price movements
have both helped and hurid private operstions, if ouch trende are sbsent
or minimiszed im the faturs, & attferept orde® of rm:; of galn and loss,
would prevall., P

Some countriea might get bmet @he bullfer sbock oparation, Teated :
intersste may alse develep. And there are thoovetical dtf¥iculties,

Multilateraliem will produce imetebility for shalterefl industries
in owder %o get general stability.

A sountry may have & Gimestic slump, a Balance of payments slump,
or both. A countyy dependsnt on forelgn trade doesn't alwaye got i%s
elumpe from oubkside.

There is the possidilily thald tho nged for import restriction and
exchange fiuctustioh might prove %o b mare than temporary. The condition
nig:a be a structural maladjustuent raiher then bf temporary oyelical
na

intended o be unporai-y budld 'up vested interests and thepe
in turn become hard o changp )

The laxury trades may have tobearthebmtofd&nso.

Stability of price indeg may Ve achieved, but may inmsliude distoriien
of individuel prices. In fach, 1% de a1£21cult % see bow internnl stebllity
can ba achisved without distortions vhen a countyy is heavily dependent on
foreign trade,

The income approtch to atability gives too 1ittle attention %o prlces,
Just ag the previoug price approach ga-u %60 mm attention %o ingame,

A pmpll countzy ean alter exchangs easies snd with lees dlstarbancs,
and algo got the effects of the alteration oasior than & lavege ane.

znxmuom trade ip inportant o eome comtrlen dut thelr trads
not importan® in the world total, and‘in other cases vice vorse.

Bug tha matter is not elmply emall or big oountries. Seme indusixy
or industrieq in any country ave important in some other countyy or
countries., So ne covandry ig really wnimportant, Ve showld not discuss
only the genersl and leave aside the detail, ‘

Yore then eyelical chenges showld be considered. There are long
run alterations in the position of some countirits.

The question was raised hoy wide fluctuations in the sxchangs rate
are permitéed areund the anngunced rate, and the stadement was made thaj
there is no provision for any., It was stated that the American Espress
Company cannot operate under a literal interpretation of the Fund stalutes.
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Ihe Frgblem of Crltesda

The question was raised as %o hov many of the oriteria under the
plan discussed by Dr. Murkse lond themselves to precise uge. Many of
the statistical tools ave eifher wndefined oY vnprecise or doth. Even
vhen spproximations exist, ete they sufficiently precise for operating .
purposes? Bub if the processes of the market are not available, then i%
18 necessary Yo move townrd use of the statistical series Tor adminiatra~
tive purposes. Import value stetistics, for example, are purely epproximate,
and may be wids of time and fact, while quantity figures are hardly usable
at all, Hational income figures are reasonably good, bhut are they goecd
enotgh for adeimlstrative purpsses? Balanes of payments criteria are
dirricalt becsuss a country can meke them whatever it desires iy forelgn
lending.

Then, how about using international ligquid reserves as the oriterion?
Farthermors, they conld be uged even vhen balance of payment end trade
figuras are not availlable, (It wae stated that the Fund ig byposing use
of this eriterion.) : '

The Uited States and Canmdian loans provide Britaim with just abous
the dame amount she would have had as o quote under the Eeynes plan,

Zhe Fund

The "ejep change® exchange arrangement in the Fund is undesirsble.
It will result in building up bear speculation when a currency looks weak. .

It lete maladjustments pile wp.

But the slow "s“p“ change may well be better than big changes. They
should caunse less trouble both poﬂtioany and ecomn!.cauy.

It is unfortuwnate for the Fund %o be forming policy on present Sransi-
tion conditions; its operation would have been better postponed.

The Fund stetutes contemplated five years of exchange control, bus
under the British loan this was cut to one year. May the result be the
substitution of impert restrictiod by hard pressed countries for the
previously contemplated exchange restrictions?

.

in many countries, a atrugsle ism golng ¢n for control of govermsent,
vhich ereates conditions tmcoonding the wewally contemplated acomemic
and financlal forces. Vhen Communigté control is threatened, forees making
for curreancy fluctuation are engendered cn a non-econonic basis. There
is forced production for exporte as a means of flight capital., If the
political struggle is long endurisg, there will be forces making for
fluctuations, both as to exchange and 1ntornati.ona1 trade, with ne ®normal®
sconomie besie, _ ,

The Fand. felt it could proceed because thers would be oﬂsotm
cepital movements as a result of the International Bankn. the Export~
Import Bank, inter-governmsntal loans, ete.
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Capital movemspte must be controlled. If eo, "normnl® movements
will be reflected by changes in liquid reserves, which could conatitute
a ¢ritorion for Fund operation,

The Fund mey "load up” on wesk currencies, and then ratey be shifted
by compulsion. )

But the Fund 4s intendsd to he used.

Contimsons fimctustion in exchanges harms trade and genarebes
speculation.

Bat sach upocaiatton it oalniary. It i3 a myth that fluctuating
oxchange howrte trade. What mmef be aveided ie mon-functional fimetnation.

The Zouk

A major question ig whether the International Bank can operate %o
any cxtent as a coundere«cyclical device. The time of making a loas aad
the expenditure of loan proceeds may very. The Bank's operations may be
of a stabilizing nature, even if met counter-gyclical, The Bapk's loans
coan cavuse shifte in demand in the borrpwing country, and it can berrow
and hold fonde, thus affecting demand in the lending country. Clearly
the inatitutions cannot thrn the spigot off and on at will, dut mmet
operate conbimmously. Bub perhaps the rate of sxpenditure can be
scheduled so as %o have soms counter-cyclical effect, especially by
cooperation with the borrewer.

 For further diséussion of Dr, lllﬁ'ku"c paper, see A,N.R.,
7010 ng w. 19”. h- 2. mn ”1"59”.



For text: Ses A.N.R., Vol. XXXVII, May, 1947, So. 2, 157.
Roviged after following diccuseien,




xmum for Advamd Sttdi
Hoeding of Jan, 1b, 1947

Subjectt Public Debt end Institutions.

fpeakepr: Donnld B, Woolward.

Pregentt: Chairman OGoldenwsiser, Sir Hemry Clay, Hr. Halph Young,
Hepore. Warrem, Rlefler, Viner, Stewart, Nuwkeso, Graham,
m. MG. lbrg@tfim.

The publie debt and the public credit are seperabdble terss. The
debt Pepresents claims vhich have beew paid, with resaltisg interess '
bearing debt, The public oredit iz inwelved in a very moch larger mase
of conbingent claimg which might under circumstances become deb, A
great many functicns of society depsnd upon the public credit being im
exiaence, In o musber of places the public credit has becoms functions
glized in a way that will ereste ;nbne dedt,

A redustion to a mathemstical basis should de possible, and the
governnent should be encovraged %o do L8

' Wore specific listing of the contingent 1iabilities could be mads,
such as aceounts payable, tax refund obligations, cladms in 2 legal sanse,
peagions to goverament euployees, otc.. etc. ,

There is an incressing variety of obligations. For example, consider-
atien is nov beling glven to increasing soclal security obligations upward
%o allow for the higher coat of living: IFP the government is %o be held

‘regponsible for the real income of large numbers of pevsons instead of

«(

mepy payneénts, 2till ansther kind of obligation has come into beling.

This cocliety seems o bBe developing & propensity to coatractualise
obligatione., A mass of ¢laims has always axisted withput formalization

among individuals, in family relationship and in institutional relation~

|

ghips which were mever specifically stated or ackmovliedged; they wore so
vague thal payments more nearly ressmbled grants, wvere moXs skin to an
act of grace. Furthermore, they cotld he adjusted with circtmstances
with almost complete Tlexibility. lhp trend is away from this nethed of
operatien,

The paper ig in large part a discussion of the greatoi' réle of the

\\\ltato, As ouch, mmch of it c¢ould have been written im 1939.

Tho public debtor has the power %o coerce resources., The private
tebtor does not.

i8.
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The view that real inhibitions oxiet sgainet debt reduction and
reduction in money supply 1s dubious. A feeling of ecompnlsion exists _
$0 do beth, but this is 2n uwnwillingnese So take the necossary measures.

ﬁo Trosgdry ¢ fo more a free agent thaa the other two agenwles
doscribed ae recipients of reegpomaibdility. The ¥White House should de
inglnded in the discussion.

exteranl, contrel or influende. Whan credit policy i¢ determined emtirely

[[ . Whem & country is on the gold sbendard, ‘4t gubjedts itasl? to

|
=

|

by the country itself, the Treastry takes over.

Iong range monebary problems are given too 1it¢tle attention im the
progent prepecupetion with oyclicel matters. The slwe and diversity of
the. debh, and the changes that time alene prodiuce in 1%, emphagise the

noed f£or lang range monetery memegemend, And tamation neede to de
related %o 1%,

There is need for a carefol study of long term effscts of the debs,
of who actuallr pays the debt and to whom.

- That part of the budget which involved transfer peyments 1- bocouins
larger snd larger, and thip is gobstantially withdPawn from the power of
Congrem. Indeed, mueh of the budget ic imposed on Congress.

The bigger the debt, the more scarsd the govermment is to do any-
thing., The result i.s that 1t keeps on doing what 4% did last year,

Irrespective of legel powérs, the cherseteriatic fact abovt the

19.

1920% vas the primagy of the Fedsral Heserve in declding those leaues  ~ 4f,

that ﬁ.;wu].vec! external relations of the monetary aystem, Ond of the 3
characteristios of the presenf is that whils o number of powers have
ased to the Treasmry, it 1s not ready to make deélsions.

e

Whot ie needed 1s coordination of those powers that have to do v

vﬁ;h crelical foreces.,

(mgmion esntinmed in next mesting)

e



SEMINAR O HOWRTARY FOLICY
Inotituh ﬁr Advamm! Sem!y
Meoting of Jen. 21, 1947

Stbjeett: Fublic Dabt and Instibtublons (Continved ) :
Presentd Chaizman Goldenwsiser, Sir Henry Clay, Mossre. Ao,
Warrep, Stewart, Mefler, Woodward, P gy

B ot o e s

- In olden days relationships bebwoen members of thelr group were
egbebliched by eustom. The breskup of customary society at the end of
the middls ages Brought fluidity to these relatisonsbips, adjudication
by the market, end inetabillity. Daypendence wupon the marketplace iz tura
ig passing to collpctivization: the mearizetplace wap not satisfactory %o
the individualy and custom has not vedeveloped. The attempt 4r thus
daveloping to put sach individusl case on a contractual basis. This
new mefhod as seob has been basted nelither by time nor market fluetuation.

| The great question is bow mety relationships can be pub in such form
| that they do mot ackmowlellge the fact 6f am unstablé world, Involved

ie a transfer from equity So fixed sbligation, and this oteurs mot enly
with the state bubt with private inetitutions, of which lifa _ingoraunce

is an ontstending exemple. Life ingurance ie velidated by continuous

improvement in mortalily, the egonomic counterpart of which ig the

annual 2 1/2% « 3% rise ia produstive efflclency. 7The guesiion arises

whether the contraet « the sntithesls of the market = may not be falling

into a hazard just =s the marike¥placet the market flustnatsd Soo much ) :

Tor satisfaction, the contract may be too rigld for satisfaction. '

We are alyays confronted with so many questions %o which time
alone can give the enswert Dut the trouble 1s that still other problems
arige befors the anawers cen be provided., Proof and evidense are, there-
fore, often and meoscarny lacking, The result ie that we must have &

view, a_juigment. |

The economy 4is a].vayo mixed, and go projecting oneé part elone is
invaelid. :

Well established eonttaets sometines conflict with new combracts.
Parity prices in sgriculture oute were relative, but the etlempt is now
being made to make them comiractual, and confiicts are developing.
Pregent intérest rate commlitmends now make many of thoss entered into
earlior diffieult, Iabor unien contracts may conflict with governwens (
reciprocal trade comtracte. The more gontracis n have, the more they
may come into conflicts




. There are aleo conflicte between underlying forces and formsl /24
congtitutional forme. Remsomsble offort must e made to vonform the o P RS
tvo. The publie debt imposss forms on elations between peresms and . ™Mop
groups: are thay euch o¢ will stand the ctrain of change? Host of the ' ¢ 6 "“Mt
formg of ths centrel bank could chenge: 18 it “eppropriate, them, %o MKQ
call the Treasuyy a central bank? Wigh a debt of the pressnt size and ¢ %
stroeture, the ‘l'reaadeare not move.

- %he gquestion is vhat the govermment ota de, in familiar terms of
quantity and cost of mongy. This would be the mexe sppropriate selting
for the stofy rather then the inhivitions, which are mot valld except for
the interest rates The firet past of the peper presents the imsressed
role of the state end how 4% affects previous methode 6f doing Dusiness.
It may be permiesible %o call the gtshe the Treasury, dbuld if se, it is
not them valid %o call the Treasury the ceatral bank, It% would bo
desirsble to indicate what and which centyal bouk functions have passed
S0 other agengies of the govermmend, The paper would be fuproved by
stating that the major inhibition is the interest rate, and that the
others ars deyived from or adgmented by this one.

In time, one_controct. eupersedes snother. Thus, the interest rake
has superssded the price of gold. Ome requires some conditions, ancthey,
others. Govermment contracts have been candelled, and many may be viowsd
only as G.7.C, Carrency revelvations have changed contratis., Changen
are hot Juat hfaMWﬁves. Alss, formal contracts
stay, bud thair meaking changes.

Do we a8 & grovp believe that interest rate changes are 1mn1ble =3
as sm instrument of control?

The question abaus iatereat rate changes ig the affect on the
aconomie sifuation, Smell changée may exert an influonse without cewsing
en upsét, Dub changes in the abebdinte leval and the strmeturs are such /a’

more fsr roaching. The migteke of the late '20's was tm_m&ghc \ \ q,\&%
longmterandtheeffmuaqim UBB. "‘u

The debt dose mt eliminate changes i3 the shart rate. DIub does ith

in the ;.ong Fum contribute % lov rates and to overemploymens?

Eeteher high nor lov Potés are ceuses of overo-yhylem. Canses \1
and effech are yet te be demomstrated.

low rates partly remult from makiag obligations oligible for the
gentral benk, What i ca.ch. and what i publlc debt?

Some amounts of the pwuc debt probably have to be ﬁ'gzon i.nto
financial institutions.

The Amerdcsn stock market Ramn't yet Peflected low rates, while the |
Iondon stock market has done so. . *

ke & L

HFor further diamia’..on ef Nr. Woodvard®s paper, se8 A.E.R.,
Vol. mlp %c 29 Do 192“20“0



Toxt not avallable, Material pruonud will be included in &

forthcoming Dook %o be published by the National Bureom of Boonomie
Regeareht,




P - g v o e sm
Meebing of Februery 11, 1987

Subjectt MNethods of Measuring Streeses in intermationel Mavkets. .

fpsakert DUr, Osocnr Morgenstierns.

Present: Chalrman Goldeswsiser, Messrs., Sachs, Viner, Stewart,
Graban, Rieflewy, Warrem, Furkase and Woodward.

The Moody bord yleld series haove serfote weslhcsmes. Use of the
bagic ylold series of the Fational Buresu ot Heonomlc Research may bDe
preferadle,

© In ueing gold pointa, the definlsion of finenass (snd other
e;n'atie'awnt factoig) 1o important, They mey elso vary with intensity
of erisae,

For the purpese of getting masisum permisaidle spreads between
shorté interest rate® between markets, might &% not bo preferadle té use
oxthange rates ingbead of gold pointe? Most persons ia mavkels deal 4a
sxghangs rat;el. while faw knov or use gold poindg.

Quotations of internationally traded securities were nigni.ﬁcam
in merket inderrelationships.

. The equilibretion of merkets was often go fast that no adjustment
hed to bo made for a month.

The gentral banks wepe sble to elter resulis Dy determimuuns of
what they would tske and whab they would Geliver.

then did telegraphic trangfers begin?

The classical period of the gold standmrd appears from the turvaes ‘/
to be 1398«1914; this has Decose the treditional gold standerd, However,
there is some appearance that the Balkan Waps, not 1914, may bde considered

the end of an era.
Harkets may have been homogensous in tranqguility, bad not im orisis.

How mmach did moral suasion have to do with gold dealinga?



Honey mavyitets are mot mationsl, but are comstellations, MNoney
market history and discuseion written in terms of a single country are
4llusery. .

Conditiong earlior ascumed in theory came into existence later.

M¥any of the charts dsmonstrate that there yms a merket, testing
iteelf, and acting 2s a free market shouvld act,

The cyeles indieated may be of a very different nature then businees

Isn's the forward exchange rate a vital consideration, a third
element., o be considered in the calculatione?

The heresy of the 20's was to ebift considermtion ixom differences
between short rates o dlffevences between long and shotd,

/)

.



Toxt not avallable




Insutnto for Aame.d
Heeting of March 11, 1947

Subject: Salective Credit Controls.

Specker: Dr., E. A, Uoldenweiser.

Pregent: HMossrs, Parry, Warren, Furkse, Sachs, Viner,
Ingg, Stewart, Norgenstierme, Rieflor; Young,

Why did the Federal Reserve oass congumes credit requirements iz
Docembey 19467 The consumer credit series is most depreesing, for after
woll studied regulation, controls were loosened and & great rise 1a volume
is ocourring; this looks like a reflocticn om all cycliecal effors.

hy do people get exgited about direct purchases from the Treasury
by the Federal Reserve?! Didcussion covered market judgment of federal
eredit, operation of the New York Reserve Bamk, and mechanics of Treasury
bill operationss

If thé 2 1/2% long term rate is fixed, what can be dome in credit
control by changes in the shovt-term rate? Discusgion covered short-long
rate relationships, movament of banks from short to long, the affects of
smell changes, immmnization of govermment debt and present bank expamelon.

How importent im the 1937 stock market decline, and in the 1941-4k
congumer crodit decline, was regulation?

Exdept for controls, the stock marke? would have gone higher in
1937, and also im 1946,

If one uses Barren's stock hdos Mcteed of the broad Standard
Statistics average, the effects of the 19US-46 control appear more vividly,
Berron's contains more low price stocks; 1% both rode and fell more.

How much wae the tightening of margin requirements evaded by so-called

commeirelal loans? (The answer given wad very 1listle.)

The big rise in consumer cre@it has been in charge accomnts and
eingle payment loans., Charge account regulation ie weak and difficmls
to improvae. , Ce

Congnmer credit control in essence involves the guestion of diecrimi-

nation againet those of smaller means.

.
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Real watste credit comtrol should be emphesized, It was contem-
plated by the Natiopal Houmedng Act, Bul oxcept im 1938 thers bas beon
20 operation of counter-cyolicel aaturei emphasis has been on individval

Federal government ig doing many things dealing with credil, but
the offoris are not coordinated. The F.H.A. has secemdd elways indscirinateld
vith promotion, and never has geomed %6 comprohend credit sontzol.

Legislative justification of ooamor credlt contrel ia very um«ut\/
wvithout control of real eatate credit; the latter 1s both quanttbaﬂnh
more important apd ecasier te control.

Beléctive credit control is etill mew end oxperimental, But copsumer
eradit and stock market credit arve out of the reach of general controls
unlesa general restrictivencss de made severs indeed. -

What 4¢ the 1deal gosl in celective credit comtrwl? It 4is possidble
%o g0 & vary great distance in mumbers bf contrals.,

The view that selective controls are intended er showld eupplant
quantitative controls is invelid. In fast, they are complomentary or
supplemantary.

The prosent general éredit sltoation e bad, bub control authorities
are only puttering with detalls.

Plenty of indtances e'ﬁit in Pedral Hegervé operations of gelective
controle belng offset by some other action.

Put it ie vhally mupatiﬁlo' in aﬁm to reach and maintain balance
to restrict im one area and promote in afother, simmvltansounsly.

Some people, however, thimk belance 1a bLest and most quickly achiend
by leGting people siene,

Congumer credit contrel has hesn wery ctrategie in this perded. .
The econony wag fwll of inflatienary maberial. CGoode have been glow 4n
coming to merket, gspecially durshlé goods, Savirgs have dropped i
half, epd ascomuloted savings have been dvawn down, The year 1948 saw e
hoge soldiers® bomvg. The fesall was a grest boom in perishablen, with e
consliderable volume of lov quality. ,

The phenomenon today 1s the presence of suppressefl inflation, yet
o confimme to let some things rise (such as consumer oredit) that seemed
a goc)q idea in the past. Our thisking is such too reminiscent,

The state of mipd of those in chavge of consumer cradit conizols
in 1946 wag concern. Bubt ovarriding thip was the lack of any effaective
instrument. The only device concéived was fowmpayment on aharge aceownta,
but #hat was againet prosent Semor of thonght.

25,
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If congumer eredit is to he éegulatod in peacetime, the rationale
suet be difforent than in war. The basis must be counter~cyclieal.

During 1946 many folt that deflation wae a greater danger than
inflation. Things must De looked at id the environment, not Just as they
turned ouk.

Home repair and hou modernization wore ended because they bdecame
unadniniatrable.

The amthorities are attacked in Washington for oo much restriction.
- Hore they are being criticized for too 1istle.

How long has it been since the Federsl Reserve uséd gcneral powers
of credit contzol? (ome anewem 1941).

A return of wse of general credit controls is to be desired. Thay
have been uvnduly digparaged in the last 10 years. But will they ever V'
return %o such general mse as in the 19207s? Great reversals are always
posgible: conditiohs mey ¢atise a ¢hangs.

¥hy is the Federal Raserve System sd concerned that the exercise of
controls will burt somebody?

Bankers' instincte are good’ they are ageinst borrowing and againgd
owning long term bonds, On the whole, Shey have been restrained. - Bus /
aren's the instincts of some banks chenging, or at lesst their actions?

Hany ave certaialy going far out in leng term loans end mortgages.

- A most etriking aspect of the vwar was the creation of = vest volume
of mage savings. DMNore effort should be made to preserve them. Inetead, ;
economic mansgemens of the uimowt recklessness is dringinmg sbous their
digsipation. If they had been conserved by eceriomio management, they
could ke a pawerful force for sustalned high levels of activity.

In the dayp of genmeral credit contrel, rosponsibility was fiemly )0's " 70
fixed with the contral bank; and 1t had %o make up its mind., A% Ved
Dey there was & great dispute whether the country was threatened with a
thortag- of purchasing power or inflation. %odey, when general comtrols
cannot be used, we turn toward the selective, of which there ars seven:

1. BStock markes. _ Iy, Real estate.

2. Congumer credit. . 5. Commodities.

3. Commercial leoans. 6. Toreiga losms,
By ?o Fiscal.

Credit is aftecﬁng demand and prtoo in all seven areas. The central bank
cen deel directly wAth only two and the Treasury with only ome; four the - \
central bank cannot touch in any way. Clircumsdaunces have forced the central
banlk to sbdicaté ite usval conbyol, and nobody had plcked up contrel. So
1946 sav continued inflatiom.



One of the reasons why a bad job ia being dome in sconomic management
is that targets and instruments are se tonventrated in the short term and
80 1little atlention is being given to the longer term. This has resulted
in there being 1little literature on what changes in the war period meand
to the nature of the postwar period: e.g8., mags savings. The Federsl
Reserve should do an efucational job. Iong term analysis is very much
negded.

The old eredit control was tofalitarlan. and is no longer available.
S0 areas of credit control must be widened.

‘Since uﬁm during ths war werd comptilaory, it de not surprising
that disgaving is wideoepread.

(Piscussion contimued at Lollowing meeting,)

v

&
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Continustion of discussion from preceding meeting.
Totes were not kept.
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Institute for Al

Subject: Restoring Sterling to the Status of Vorlf Currency.

Speake®s Burke Enapp. ;

Present: Chairmen Goldemweiser, Neusrs. Furkeo, Werren,
Viner, Stewaxt, Willioms, Morgenstierns, Orahem,
Blefler, Sachs, Waodward, -

4 serious problem of payehid ihodme aPiges in England dus %o the
long nse of vellity goods, Standsrdization hes becoms very ddssgreeable.
::wnnbmamohmwow. end thus damage any calewia-

e 1: 1M

Since taxes ave being Qué_ﬁmo_w by tho sem8 people who get the
subsidized items, the lwo ovld Ve washed put. But this would upeet wage
sgeeements, gonerally pegzed o the cost of Living.

Would 1 bo di2flcult to reetrict Labevest peywents en foretgn
balantes in the U, S.7

A great difficulty 1s the expbrt mindedness of the U, S., with the
resulding world dollar shyrtage. If this comtigues, reestobllichment of
sterling will be diZficull. '

vhat will happen %o U. K, 'c:q»rn when they begia to moet compebitipal

- The U, K, could do more o direct the Llow of experts, go as %o
correct the excedeive proportion t6 soft cuxvency éodntries. Port of
this romild lagt year wes dne %o nesd and %o owsdabliched tpade comnestions,
part $o lack of gavermhent planaing. :

How can o gonverting covatzy do mftrmﬁanmo%.fm-t
What 1% the impors combent of exports? Wouwld ovea 175% be adoquate?

st are the intemnal capitsl requirements %o meinteln exports at
175% when competition Peslly develops in export filelds?

Productividy per worker is frequently overstressad. The res) problem
is costa and prices. Produetivity can be misleading, and is not netsusarily
.related to coatess The U. K, does not have to abtbtein our prodtetivity level
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It e imposeible to take mach move ont of the mle then ig belng
- done now.

The British cannet get what thor need \d.thtnt reospitalization ad
hono.andthuaaaonlybo&m&hm:apﬁal- 3

mmm-mummmdummwmnm thay had a
deficit on imternational sccount. They sust coloulate t6 correct that,
m:tuuwtmmmnfmmm:ummmmuuo:
as e

Whet 1w 15 that the Beitish are golng te export? A grest change
hal ogeurred in Lwport conditions throughout mmich of the world.

~ The U, K. i forced o 1imit lnpm. g5 other o:portm begin %
granhle.
A orieis ig o definite poseidility, withou$ forowarsing.

recriminations would then be likely. Is the publie nl.adbd.ngpnpaﬂd
for the possivility of a crisie? :

Would 4% 'bo difficult Yo extand the July 15 date for converiibility?

is the U. K, balancing resusption of convertibility July 15 for the
right to maintain import contrels as & Dargaiaing peint ab Geneval

Can the U. X, got relief by other countries wsing the Famnd? Woeuld
they thus gat intreased draving powes from the Supd?

Moot of western Furope is short of sterling.

The export shertage may be Jusd as smeh a material ap & maupsver
shortags. ;

Ap the T, X, gebs oub of her short ran preblem of balange, she
hurte her long ron position. Fet foreign idvestment uao:no is belng

It 18 &lfloult to ved 1light for the U, K. exaspt as U. S, makes
lozns sbrosd somewhera, thotigh they do not nesd o be fo the U, X. In
the end the preblem comes dowm to dollars. Bul the gquestion 48 how
permm on® guch an arrengement would be.

mu. s.mcam&mradytow.m@n't find enovgh in
U. K. to oy,

Colonial preducts provide dpllars, and ezperts %o colondes do not
provide sofs currénoy. Farthermove, many of thege producte ave 1m0t so
subjact %o defiation as ia 1921,



The real problem of the U. K. is the capacily of labor te govera,
the ocapacity of o mixed economy %o produce. Ansterity muast alss be
congidered, England has telescoped ovr Few Deal problem of 1933-1940,
and her position is sggravated by entropy of the Continent and the
strugele for power. In this situation, dollars are not the remedy. .

The tobaceo price rise may make sterling more valusble o U. X,
workers,.

There is much less divergence between parties in the U. K, than
in moet countries, or than ig reported. It is doubtinl 1f the Tories
are really anti-socinliet.

¥hy da you reject Lord Keynes! Nconomic Journal conclusions? The
U. S. has prominent inflationary toi-ceu. end numerous foreign currencies
will be tut ia tho foture,

; Feynee was reverting to the ¢lassical way of looking 2t things, and
_ eneag!.ng in wighful thinking, =Rkcluding currency changes:

&, I the short run, Englend ie not forced to hunt export
markets now, and the riee in price in the U, S. is
harming her;

b. In the longer rum, we have always been a high cost of
living country, but a low cost exporter becaunse exports
have baen a derivative. And we can expact much tech-
nologioal adwance.

Vasn't Keynes thinking of uvs as a large iuporter?

Koynes was spesking of a fisld where there are so meny varizbles
that forecasting is imposeidls. :

Our kind of economy hag = bias againet imports. We cen sapply so
much ourgelves, due to great eize and diversity. ‘

Put tha same factors absord exportadle commoditles.

Tord Kaynes was comtemplating three developments when he wrote the
Heoonomic Journal article: prompectively relative low cost of raw matsrials
to Britain, relative high prices of fimished gools, and ths reduced produc-
tivity of American labor during the war. He contemplated high productivity
in Britain, and was oonsidering some calculations that the pownd was then
worth $&. But there militates againgt the U. K. the fact that she has yst
to do much new investment, while we did a great deal during the war. And
later the U, K, competitive position will be smch less favorabl.o. as the
world-wide demand from currvent shortages diminishes.
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The position of indmstry in the U, K. i3 already so bed that the
soclalists may not be able to meke 4% worse. Improvement may be more
difficult here than there.

What shape will the U, K, Dé in by 1951 o take up the load at thas
time? The transition problem may be less Aifficult than that one. .

The Keynes progaosis Rey prove to be trve, but even so, the U, K,
may be so badly organised as to be umable to teke advantage of it.

An arrangement thould be poseible so that New York does not bid
against Iondon for interpationsl balances. Iondom vammat afford %o pay
for the balances, There are now certelnly only two markets 4imstead of
possible to differentiate between different kinds of depoeits. However,
if Iondon meeds them, sad London is mot convenient for the holder, Iondon
ms$ pay something.

Last meeting we seemed to feel that short rates should be raised
for domestic réasons. That would make this action move difficult,

Ian't the answer sn agreement through the Fund?! COare will noed be
taken that building uwp the Pund fsn't haymful te london. Perhaps menbers.
could agree that no one would keep funds in anpther market except on terms
agreed to by the recipient -~ and expect the recipient to be statesmaniike.

The U, K. problem is perhaps greater than this discuesion has
indicated. Vhy will holders put funds into 2 shaky situation?

The U. S. has always medd rates oh domestic considerations. l'oreign
funds in Few Tork have Deen an accidental visitor. What we are talking
sbout ie a "econsiitutionsl amendment,®

.
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Text not available.




Instituto forAdvanced “Study
Meoting of May 12, 1947

Subject: The Position of Britain

Speaker: Alexander Sachs

Presents Cholrman Goldeaweiser, President Aydelotte,
Meossrs. Stewart; Rist, Viner, Grahas, Ints,
Riefler, Morgenstierne, Burkee, Warren, Woodward

(Dr. Rist driefly discissed his etudy of American investor
oxpcriem):o in foreign dbuar bonds prior to Dr. Sachs!
arrival

Pochinology hag been arrested in Britain, for reasons that are by
no meansg clear., Plecemeal rdhabiiitation 1s not 1ikely to bde adequate,
The present world 4e not of & pattern that made Iondon the center and
there seem no prospects for the return of that kind of 2 world, Pard
of Britain's gpparent strength during the war was a result of vur holp.
and its ending Hae left them exposed.

Britein is misspending wome of tha proceeds of the American loam.
The losn 1p 12kely to bde sxheusted 4n 1948, in the seme yesy as the
election in this comntry.

The United States must Yale over Britain's international position.

 Ho difference exists between the Toilep and Lebor: neigher will
carry oh enterprige. One will nationelize, the other will cartelize.

Fow, iz history, have sconomiceg emerged from tho doldruomg?

1f Britain mmat have loans, and if we maed provide them, then we
mugt impose conditions sbout englnsering to assure success.

The loons should be on » technicel engineering, not & political,
basic.

The risks of techmological c¢hange are very great. The planners
should realize that operations on too wide a scale are risgky.
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A pumber of basic factors should not be overlooked:

le Decline im output per manshift in coal may represent
resource azhaustion, changed nature of seams, depletion.

2. Schemes for ratioaslization of industry smet take account
of strategical considerations,

Js Difficulties of administration and controle are dus in part
at leagt to the fact that 1% 4s scarcity that is being
administered. If government didn't take the problem of
administering scarcity, industry would have to do 4%. Part
of what is now heppening is that impoverishment is heing
manifested.

L, Dr., Sachs' analyeis is equally applicable to mmch of Western
Burope, probably Russia -~ indeed, U. S. and meybe mome of
Latin Anerida are the dnly exceptions.

Bacause concern with Western Europe is now ours, we must have a new
type of analysis., We must got over our mental limitation to loans end
finance, and gt realize that the problem is not only the U, K,, but all
of Western Purope.

I;n't the Inglish prodlem that of & large population on a poor plece
of land i

Population movement from the U, K. to the U, S. is desirable. 1.

World hunger for imports can help the U, K, toward goals set. BPut
eble sconomic management is necessary for real success. Inefficiency
arises from other causes than ecarcity.

The paralleliam, except for langtage and fignres, between discussion
about Amngtria after the last war and England after his war, is very

striking.
What ig the ecomomics of Iondon?
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