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Address by Hon. James A. Farley Before 

Maryland Bankers' Association 

EXTENSION OF REMARKS , 
OF 

HON. MILLARD E. TYDINGS 
OF MARYLAND 

IN THE SENATE OF THE UNITED STATES 

Monday, April 16, 1945 

Mr. TYDINGS. Mr. President, on 
April 12, last Thursday evening, in the 
city of Baltimore, the Honorable James 
A. Farley, chairman of the board of the 
Coca-Cola Export Corporation, and a 
former member of the Cabinet, delivered 
a very interesting and thought-provoking 
address to the Maryland Bankers' Associ
ation. I think this address can be read 
by everyone with great profit, and I 
therefore HSk that it be printed in the 
Appendix of the CONGRESSIONAL RECORD. 

There being no objection, the address 
was ordered to be printed in the RECORD, 
as follows: 

I am happy and honored to be your guest 
speaker this evening-happy to be among my 
good friends of Maryland-and honored 'that 
your association should invite me to address 
your annual dinner meeting. To be per
fectly candid, until a friend of mine sug
gested a possible explanation, I was not clear 
about why I was invited to take part in your 
program. My friend reminded me that as 
Posmaster General I had supervision of the 
Postal S'avings System, a banking set-up 
which at one time was thought to be unique 
because its investments were limited to 
United States Government bonds. "With 
that background of experience," my friend 
told me, "you are a natural to talk to bank
ers these days ." "Bank statements", he 
pointed out, "are getting to look more and 
more .like the statement of the Postal Savings 
System." "Your banker friends," he warned, 
"will want you to tell them where this trend 
in banking will even tu ally lead or, better 
stm, · how it can be reverc:,d." 

These are difficult questions and I know 
you don't expect me to supply all the an-
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swers this evening. You will recall, I am 
sure, that such reputation as I may have as 
a forecaster of future events was gained in a 
field having little in common with . banking. 
Moreover, there is a good deal of tl1e ele
ment of chance involved in any kind of 
prophecy. 

Our primary task, that of winning the war, 
is one in which Maryland already has an 
outstanding record. Several billions of dol
lars of war contracts have been filled by the 
industries of Maryland on schedule and ac
cording to specification, notwithstanding the 
labor shortage in many areas which has seri
ously multiplied the problems of manage
ment. In ordnance and shipbuilding, in the 
production of stee.l, aircraft, chemicals, and 
many other vital products, your State has 
written a chapter in her glorious history 
never to be forgotten. In this great effort I 
know that you bankers have played an im
portant part. 

Directly, and through the Government, 
you have helped to supply the credit that 
was needed, and in other ways have facili
tated the operation of the financial ma
chinery essential to Maryland's great contri
bution to the war effort. It goes without 
saying that you will gladly continue to give 
your full energies to the winning of the war 
until the Job is completely done. While still 
deeply engaged in war work you are and 
sh , uld be concerned with the welfare of 
the human facto:·s and the well-being of our 
national economy. The questions are: 
Will our Government, after the war, live 
within its income and foster busine~s growth, 
or will it take the easy way of deficit financ
ing leading to political regimentation of 
business and unavoidably to the destruction 
of the American system of free enterprise? 

As I consider these questions my mind 
goes bacl, to 1933, when I went to Washing
ton as part of an administration committed 
to the principle .of a balanced Budget, to 
the correction of certain practices in our se
curity markets, to the strengthening of our 
banking system, to the extension of certain 
benefits to labor, to the establishment of a 
plan of social security, and to certain other 
reforms-all of , which, as then contem
plated-were thought to be consistent with 
the tenets of free enterprise. In the years 
that followed, this purpose was sometimes • 



lost to sight In the scramble by oppostng 
groups for power, for benefits, and for the 
advancement of pet theories of government. 
As Government yielded to the prPssure of one 
group, others were encouraged to Increase 
their dem ands and to exert gr eater pressure 
for the special advantages u seful to them. 
Where, we are prompted to ask, is this trend 
leading us? The question, casually consid
ered, may seem remote from everyday bank
In. , but I submit that the changes . which 
have occurred In your balance sheets In re
cent years are, In a large measure, merely 
symtoms of this growing tendency to look 
to Government for subsidy, for credit, for 
Insurance; In short, for security against risk 
of every kind. I am speaking now of a trend 
Wiilch was pronounced at the time of our 
entrance Into the war, and not of activities 
assumed by the Government in the promo
tion of our war effort. The question now ts, 
Whether at the end of the war this trend 
will be accelerated, or whether we may loo:, 
forward to a period In which a serious effcrt 
wlll be made to balance the Budget, In which 
business can be reasonably free from the 
threat of more controls and more Govern
m ent competition, a period in which we can 
test by experience the value of the mlllny new 
laws which h ave been placed on the statute 
books during the past few years. 

The prospect Is not altogether encourag
ing. The appetites of m any special grou; s 
h ave been whetted In past year by the tender 
morsels served them a t the Washington tabl'e. 
They have succeeded In placing representa
tives in many important places In Govern
ment, and their spokesmen have become 
adept In special pleading. Let us consider 
the problem of attaining a balanced Budget. 
It Is estimated that the annual cost of ser v
icing the debt after the war m ay equal or 
exceed the total National Budget for any 
peacetime year prior to our Intensive prepara
tion for war. This fact alone should be suf
ficient to direct the thinking of all Americans 
along t he lines of effecting, when the war 
is over, every possible economy In G~vern
ment expenditures. Instead, we find that 
the groups which advocated liberal spending 
in the past have even more grandiose plans 
for the fut ure. One such advocate had oc
casion not long ago to expound this philoso
phy of Government to a committee of the 
United States Senate. The statement was a 

642835-11328 

4 

sort of blue print for a fuller, richer life. 
No man Interested In the welfare and happi~ 
ness of his fellow citizens could read it with
out hoping that the time may come when 
Americans may enjoy the great advantages 
there enumerated. The first point men
tioned was the n eed, when the war is over, for 
full employment, with higher wages and 
shorter hours. This, it was argued, should 
be accomplished by having the Government 
stand by, ready at all times, to provide em
ployment for those not absorbed by private 
business. Nor was the farmer forgotten . It 
was proposed that Government place a floor 
under farm prices and so insure the farmer 
against a fall in the market value of farm 
products. And that is not all. The farmer 
wouhl be provided with better housing, and 
rural electrification would b e expanded to 
the u t most to make rural life m ore com
fortable. Turning to the problem of improv
ing the health of the American pec ple, this 
remarkable document would have the Gov
ernment assume the responsibility of build
ing hospitals in all communities not now 
having such facilities, and of providing ade
quate medical care for all citizens. Likewise, 
under this philosophy, better education 
would be made available to everyone. The 
statement was made that technic'al and 
higher education must, in the future, be 
m ade Just as universal as s·econdary educa
tion has been in the past. There were other 
recommendations for Government guaranty 
of a better life and greater individual 
security. Many were laudable objectives, but 
there was one point, to some of us a very 
i-mportant one, which received only casu al 
reference. I rHer to the simple question of 
"Where is the m oney coming frbm?" 

The school of thought which has o·een 
prominent in recent years in advocating pub
lic spending would answet simply by saying 
that if Government sees to it that we h ave a 
high national income, the Budget will take 
care of itself. One group of self-appointed ex
perts on bud:'etary m atters w ould go even 
fuvther and assur·e us that a ]jalance between 
income and 1ixpemre ls not necessary, and 
that there is nn reason why the .Government 
of the United States should not go on , in
definitely spending more than it collects. 
We can be thankful that this brand of "pro
gressive" thinking is not aceepted by the 
great majority of out Representatives who 

-------

m ake the laws and administer the various de
partments of Government. The fact remains, 
however, that the advocates of liberal spend
ing are still retained in important official po
sitions. Period ically they are allowed to ex
pound their views on financial questions un
der circumstances seeming to indicate that 
they have substantial official backing. This 
sort of thing has been a constant deterrent to 
the development of confidence in the finan
cial policies of the Government on the part 
of people in every walk of life. It is my con
sidered opi.nion that nothing could contrib
ute more to the building of confidence in the 
future of this country, here and abroad, than 
unequivocal assurances, backed by action, 
that we will strive to attain a balan ced Na
tional Budget at the earliest possible time. 
In this respect perhaps we could learn a 
lesson from Prime ' Minister Churchill, who 
recently had occasion to define the position 
which he believes the British Conservative 
Party should · t ake in the next general elec
tion. He said: "There is one thing we shall 
certainly not do. We shall not bid for votes 
or popularity by promising what we cannot 
perform, nor shall we compete with others in 
electioneering baits and lures. It would be 
very easy for us all to promise, or even to 
give each other, presents, bonuses and gratu
ities in a most enthusiastic manner; but if we 
woke up in the morning and found that the 
pound sterling only bought 5 shillings' worth 
of goods or services, we should have com
mitted a great crime." 

We must, of course, achieve and maintain 
a high national income after the war, and we 
must reconcile ourselves to carrying a h eavy 
tax burden for many years. At the same 
time we have to recognize that the levying of 
taxes is not the sole means of bringing the 
Budget into balance. Control of expenses is 
also important, and we must give due regard 
to both factors if we are to solve the enor
mous financial problem which will confront 
this country at the .conclusion of the war. 
This Is no time to Jay plans for things which 

· are not essential and which we cannot afford, 
no time to encourage pressure groups, no time 
to lead people to think that all self-denial 
and sacrifice wlll end with the armistice. 

I want this gathering to understand dis
tinctly, that in what I have to say about 
the need for economy in government I have 
made no reference to post-war expenditures 
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for the maintenance of our arn,ed forceE:. 
I would h ere give great weight to the advice 
of Secretary of War Henry L. Stimson and 
Gen. George C. Marshall, Chief of Staff of 
the United States Army, and Secretary of 
Navy J ames V. Forrestal and Admiral Ernest 
J . King, Chief· of Naval Operations, as to the 
extent of our military and naval n eeds in 
time of peace. They are entitled to our re
spect and confidence on questions concerning 
appropriation s for the Army and Navy in the 
years ahead. 

Just as there has been no absence of con
vincing assurance that a ll possible effort will 
be made to balance the Budget after the 
war, so we are left to speculate on the ques
tion of the post-war attitude of Government 
towards private business. Businessmen are 
aware of the challenge confronting them. 
Their appreciation of the importance of 
maintaining high employment is evidenced 
by the fact that they .speak of the number of 
post-war jobs which they hope to offer as an 
objective of at least equal importance with 
the volume of goods which they plan to 
produce. It can be said with certainty that 
business leaders a re in a frame of mind to 
m ake free enterprise worlr more effectively 
than ever before. But what will be the at
titude of Government? Will business be en
cour1>ged to go forward, to expand and im
prove plants and to make commitmen~s with 
labor, with producers of raw materials and 
the distributors of finish ed products? Thlb 
question is uppermost in the minds of bank
ers and businessmen throughout the Nation. 
Not that we are fearful of the avowed ene
mies of the free-enterprise system. They are 
few in number and they seldom attain posi
tions of power. The m en who will bear 
watching are those who profess to believe in 
free enterprise, but with certain conditions 
always attached, such as: provided it Is 
h elped by g9vernment, supplemented by gov
ernment, regulated by government, protected 
by government against its own weaknesses, 
etc., etc. These are the same se;f-styled 
friends who say: " If industry doesn't provide 
full employment, government must step in 
and take over," having all the time a plan 
for that purpose in their inside pockets; 
ready to be flashed on the public the mine1te 
industry fails to perform to their l!king. 1 

This constant goading of business, of 
threatening more regulation and more Gov-



ernment competition has prevented us from 
reallzlng the full benefits of a free economy. 
You bankers have had first-hand experience 
with Government competition. I understand 
that in the lending field you are rEqulred to 
compete with 46 different publlc agencies, 
and that you are now being threatened with 
more. You have indeed Lad a full experience 
with that technique by which offl: ials soberly 
procla'.m that credit for this or that ls need
ed, and that unless the bankers meet the 
situation Government will do the Job. This 
kind of announcement, as we have seen many 
times, is an invitation to all groups to come 
in and ask for help. Soon a new pressure 
group is organized, and free enterprise ls 
threatened with the loss of another foot of 
precious ground. 

In the early years of the depression It was 
necessary for government to supply cre dit 
for certain purposes which could not for good 
reasons be satisfied by -private lenders. The 
need then was obvious to everyone. Today 
the situation is entirely changed. Our capi
tal markets are functioning vigorously and 
effectively, both as regards equity and long
term debt. The banks are on the Job. look
Ing for chances to lend money. I !mow that 
you are pounding the pavements and pushing 
into the byways looking for businesses re
quiring bank credit. I have been particularly 
Interested In reading of the formation by 
banks In various parts of the country of your 
so-called "bank 0redit pools." The wisdom 
of adopting these measures Is clearly ap
parent. By these means you have made cer
tain that no credit application need be 
denied before it has been carefully scruti
nized by a group specially set up to find ways 
of satisfying credit requirements which, for 
one reason or another, fall to meet the tests 
of a particular lending institution. To me, 
and I am sure to many people, these credit 
pools are symbolic of the desire and deter
mination of bankers to m ake sure that no 
legitimate business will be hampered by laclt 
of bank financing in the great program of 
production and employment to which we loolr 
forward after the war. 

, What more can bankers do to insure a l 
healthy economy after the war? What more 
can they do to help arrest this invasion of 
Government into the sphere of business? 
The methods of influencing Government 
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which have been most p:pular in recent 
years are not available to you. You cannot 
go to Washington and, by the sheer weight 
of your numbers, computed in terms of bal
lots, have your views acc2pted, no matter 
how sound they may be. You h ave to rely 
instead upon your ability to search out the 
truth and Jay is clearly before your fellow 
citizens. Your motives will often be ques
tioned by people who claim to know bettei·, 
and your recommendations will be trample::! 
upon by groups bent upon immediate gains 
without regard to final consequences. In 
time, however, your opinions will be heeded, 
and it will be found that you have contrib
uted greatly to intelligent public thinking. 
It Is vital that you continue to study and 
express your thoughts on the great issues 
confronting us. All have financial implica
tions, all have a bearing on the momentous 
question of whether we shall restore order to 
our domestic financial affairs, and so man
tain the strength to exert wise and construc
tive influence in the solution of international 
problems. 

The banks have made a real contribution 
in keeping inflationary tendencies under con
trol. From the beginning of our war effort 
your leaders have been outspoken in recom
mending measures to prevent prices from 
getting out of hand due to the high na
tional income and a llmited supply of goods. 
Bankers have welcomed the opportunity to 
play an important role in the plan to divert 
income into Government bonds. They have 
gladly carried a heavy burden, both in 
spreading the Treasury message to save, and 
in processing the sale of bonds. Thus far 
w~ have been remarkably successful in• keep
ing prices under control, but the th1·eat is by 
no means ended. As purchasing power piles 
up the task ls likely to become more difficult. 
Vie must remember, to, that a return t:, the 
manufacture of ci villan goods will not, in 
itself, end the threat of high prices. The 
process of making such goods also gener
ates purchasing power, which in turn adds to 
the pressure on prices. The fight against 
Inflation will therefore go on even after the 

struggle on the battlefield is won. To you 

who appreciate the importance of the effort, 

to you who are capable of devising means of 

combating this threat to the integrity of our 

economy, falls the duty of continuing le2.d
ersbip. 
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Another problem, in ,he solution of which 
the Nation will look to you for guidance as 
the war draws to a conclusion, is that of 
reconverting our industrial machinery from 
war production· to its normal peacetime 
functions. Bankers are specialists in credit 
operations essential to the full production 
of war goods. From now on you will ' , 
called upon increasingly for expert assist
ance by mdustries which are planning for 
peace. The prospect of Government contract 
cancelation is grim, indeed , for industries 
whose working capital is largely tied up in 
receivables, inventory, and partially com
pleted goods. They must find ways of con
verting- these assets into cash if u {ey are to 

, .. 
contribute to the production of goods and 
the employment of returning veterans. You 
ce.n't solve all such problems, but you can 
ad vise customers and exert wise influence in 
dealing with suet casss. . 

In recent months it has become important 
to consider rnme revision in the law to en
able companies to have the benefit of their 
post-war refund during the period of r€cou
version, when some of them may face a 
seriou3 struggle for survival. L '.kewise, it is 
important to remove from the tax laws im• 
psdiments to post-war business activity. I 
am not suggzsting that t-he Government can 
do with l_ess income. Everyone recognizes 
that tax receipts in the future must eitceed 
by a ·,vide margin our pre-war revenues. But 
we should use the taxing power in ways that 
will encourage and sustain the spirit of en
terprise. Whether we call it incentive taxa
tion or something else, 1,he fact remains that 
moderate taxation on a large volume of busi
ness is much to be desired over high taxes 
and only moderate business. 

We must not permit the magnitude of the 
task ahead to dull our hopes or determina
tion to build a better America and a better 
world We can fine' encouragement ln the 
emph~sis which Government leaders now 
place on the need for post-war Jobs. Per
haps this is a sign that Government in the 
future may give more consideration to the 
problems of the great body of American em
ployers. Perhaps it foretells a renewal of 
faith In the dignity and strength and In
genuity of the individual, whether he be a 
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worker on the line, a scientist, or just a plain 

business manager. 
In mobilizing its great human and physical 

resources for war production American busi
ness sought no favors, only a fair chance 
to meet the greatest challenge in its history. 
rt aslrn no favors now, only a fair chance, 
when pee.ce arrives, to accomplish recon
version and set in motion our great industrial 
machinery in the interest of a better life 

for all. 

Ddicits Are Political-Editm·ial From New 
York Herald Tribune 

REMARKS 
OF 

HON. MILLARD E. TYDINGS 
O'.F MARYLAND 

IN THE SENATE OF THE UNITED STATES 

Tuesda'y, April 17, 1945 

Mr. TYDINGS. Mr. President, I ask 
unanimous consent to have printed in 
the RECORD an editorial entitled "D:oficits 
Are Political" from the New York Herald 
Tribune of April 15, 1945. The editorial 
comments on the s.peech recently deliv
ered by Hon . .i:ames A. Farley in Balti
more before the ·Maryland Bankers' As
sociation. 

There being no objection, the editorial 
was ordered to be printed in the REOORD, 

as follows: 

DEFICITS ARE POLITICAL 

Speaking bf.fore the Maryland Bankers' As

sociation on Thursday, James A. Farley took 
occasion to utter some wholesome truths 
about the new phllosophy of planned econ
omy, which in most cases is, of course, merely 
a synonym for planned ·spending. With the 
business of waging the war and getting back 
t,0 a peacetime economy completed, he ob
served, the country will have to choose 
"whether it will live within its income, and 
foster business growth, or take the easy way 
of deficit financing, leading to political regi
mentation of business and unavoidably to 
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the destruction of the American system of 
free enterprise." 

It may be asked, perhaps, what Mr. Farley, 
who ls regarded primarily as a politician, is 
doing In the arena with men like Keynes, in 
Britain , and Hansen, In this country, who 
have marshaled elaborate and fine-spun eco
nomic and monetary theories to support the 
doctrine, so fashionable in New Deal circles 
at the moment, that it is the State's function 
to solve all of the individual's economic prob
lems and to meet all his social needs. The 
answer is that the emergence of such a 
philosophy at this time Is essentially a politi
cal phenomenon, and not as some of our 
economic dilettantes in Washington would , 
have us believe, the flowering of a new, 
streamlined system of economics. As Rufus 
Tucker pointed out In his excellent treatise 
on the subject before the Academy of Po
litical Science the other evening, there have 
always' been peop\.e to rationalize "the easy 
way" for governments to solve their problems; 
and there always will be. 

What has actually happened, as Mr. Farley 
has seen too well in Washington, Is that 
the administration, which came into office 
pledged to a balanced budget, has lost sight 
of its original purposes in the scramble of op
posing groups for power. As the Govern-
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ment yielded to the pressure of one group, 
others were encouraged to increase their de
mands, and to exert pressure for special ad
vantages." Mr. Farley asks, "Where is this 
trend leadin g us?" A. great contemporary 
economist, In a great book, h as not only told 
us recently where It will lead, unless It Is 
h alted, but h as shown us precisely why it 
must inevitably lead to that end. The econ
omist is Friedrich Hayek, and the book ls the 
Road to Serfdom. And a great statesman, 
Mr. Winston Churchill, speaking to his party 
m embers only a few days ago, expressed the 
same philosophy when he1declared: "There 
is one thing we certainly shall not do. We 
shall not bid for votes or popularity by prom
ising what we cannot perform, nor shall we 
compete with others in election baits or 
lures." 

Thus, 'Mr. Farley, the practical politician 
and businessman, may find himself out of 1 

fashion a t the moment, but he finds himself 
in good company. Mr. Farley may not be at 
home on the dlaletical tilting grounds of 
Mr. Keynes, but he knows what produces 
deficits , and has given some thought to their 
effect In terms of private enterprise and 
personal liberty, matters which Mr. Keynes 
is frank enough to admit worry him little, 

If at all. 
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