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surest pafeguaxd of our democ-
, &3 1t ix/ol'the polvency of our
emment,

Wanis Balanced Budgot

YOnly In this way, by restaration
of national invome, can we reach
and malniali the balanced budget
which T am as Gesirous as you am
of hehieving, You have evecy right
1o disagroe a3 Lo the eMcacy of fis-
oul, monetary and other poliey In
effecting stimulation: In. deprosston
or refardation In a period of unsound
expantion. I, of courie, reserve ihe
right to present the other -side of
|tie éase. But T wm convineed that
l" deserven constderalion on 185 mers
iis, without rancot or misrepresen-
tation.

“It 1z ovident from the program
you' presented in ¥our Boston ad-|
dross that you and I hnve i funda-!
monially different conceplion of the
respopeidility of government and of
the functioning of'the economia aya-
tem. Yaur program makez only flve
spocific. recomimondations, all onlls
Ing for impiediate and drastic cur-
tallmenl of govermmen!t expendl-
tures.

“Yoit appear 1o belleve that a
lazge part of the government's ex-
penditure fs 'wasto! ¥You are foar-
ful &bout the government's credit
and alarmed about the ‘hurden' put
gpon the country by the public debt
Tohere {3 not space written within a
letter ndéquately to discuss those
matters, but in view of your pro-
Ernm and alnce you saw Nt Lo make
i personnl attuei on me, I foel that!
it i= in order to ralse a number of
fquestions with respect to each of
the foregolng considerations.

Discusses Debt Burden
*As to the ‘durden’ of debt: The
fact= are the volume of
‘total dedd In the country, the In-
terest on that debt and the inoome
Lout of which Interest mny bo pald.
You falled to mention any of these

3z

pertinent {scls,  Are You aware of
ptudicz made by a distinguished
group of scholnrs, under the auspices
of the Twentielh Cenliry Fund, In-
dicating that the total of all do~
‘mestic dabts, both public and pri!
vale; I8 npo greater today than it was|
in 16297 That beirg g0, does it N,
Rive 1 one-alded and alarming pie~
tire of th

o country’s debt situntion
ntrate attentlon salely upon
o i the 14‘“ Wi ’xg.

get?
Income Cantracted

“Since 10647, natlonal income has
pornrily coptyacted due o a
combination of factors, one of whiah
was A (00 shrrp and (oo rapid re-
duction, amounting to more than
$3,000,000,000 1n. the government's
nat contribution 1o community buy~
ing pawer in 1837 s compared with
1036. Tho government’s red contris
butisn to purchaxing power s the
amount that othe povernment ox-
pends over and above the amount it
gollects. On this basls, the govern-
ment not only drastieally withdrew
ft= stimulis o consumption i 1937,
blL contrary to your spparcnt be-
lef, actually had a balanced ‘cash
budget snd & cash surplus of about
$100,000,000 for the perind from June
30, 1937 to March 30, 1833,

S0 mtich for the debl ‘burden’
Turnng to the question of what Iz
to be entered tpon the credit side of
the ledger ne-an offset to the In-
cresse of the public debt, you evi-
gently contend that nothlig $a to
be cntered: that the government's
expenditures, for which the debt
was Inolirred, represented ‘waate

Wy 16 waste; an you seem Lo think,
to have the government borrow and
put 10 use otherwise idla funds of
individualy and corporations? ' Is It
‘wiate' to have the government, by
borrowing from the commercinl
banks, replentsh the supply of bank
gdeposits which contracted by one-
third beoause of debt liguidation
during the deflation, and pul this
newly created money to work pro-
viding employment and shus ubiliz-
ing man power and prxiuctive
facities that otherwise wonld have
remained idle? ' Is it ‘wasie’ for the|
governmens fo-expond theso nowly!
created and these otherwise 1dle!
funds for roads, wum olearance |
bridges; school houses, hospitals, and]
8 hoat of other useful and necessary
things that are neaded by the com-
munity but are not supplied by pri-
vate enterprise?  Aré thess addi-
tions to our natlonal wealth, addi-
thons resiilting from public expendi-
tures that aro based upon Incresse
of publiz debt, more ‘wasteful' than!
Wie expenditires In the late twenties!
based upon private deht, wheredy!
billions of dollurs were diverted to
unsollsctable ft Joans and to
cufld at infiated | huge sky-
scrapers, office bulldings and apari-
h‘mnm. Ll::‘;k& mg:ny ?; which ul:t””
hrve been nly oceupled to
maintaln the nvestment?

Why da you' i
1932, when the enl’s deb
was about” half of whsat it Is now,
3 pur cent government bonds sold
down an Jow as 83Y If the goyern-
ment's eredil is a5 precarious as
fold your Boston sidience, why s\
that 3% pex cent government bo
1oday are umn{‘ Al & premium
mare Wian 1027 How does 1t hap
thet since 1033 Yareign copltal
steadily flowed Into ths countrsy
from abroad, If the credit of the
country 2 In jeopardy, na you
cantend?

“Barly 1n your speech you extolled
‘those  time-old  virtues of *thrift,
{rugality, self-roliance and Industry.”
Somewhat iater, however, you ex-
preased alarm At the Incroase in

1 logs to understand how you recone
cile thess' two Jdeas. Certainly if it
I good for people 10 zave, i, 0. prac-
tice the virtues of thrift and frugal-
Ity, IL must alse be good that some
one should barrow money and pot it
1o productive uses. Private ‘enter-
prise has in the years since the de-
presaion begin been in no position
Lo employ profitubly anywhere nenr
thio total of the country's savings
becaune there was not sulliclent buy=
ing power in the handz-of the pub-
lic 1o purchaze the output of exist-
Ing facilities of production,
Needn't Liguliiate Debt

"In connection with the question
of debt, you alwo maks the curjous
statement that some day the whole
amount must he repaid. Such a
statement refleots o mizunderatand-
ing of the fundumental nature of
our capitalist economy. Debls and
obligations of various kKinds are but
the other side of Investment, and If
we ever tried to lquidste the whoie
smount of them, or &ven any sub-
stantial fraction, we would preoipi-
tato a crisls o severe that general
economic  paralyala  would  result
When there i3 cantraction of total
debt, privats and poblic, we have
deflation. We have never had pros-
porous conditions without an mse-
commpanying  expanslon of debt
elther private or public, of both.

debt of the Iast fve years. I am nt|

|

*Do you think, ss your speech



