
Hay 15, 1956«

lour article in the Hey 9th issue of the 
Magazine of Wall Street has just cone to my attention 
and I want to compliment you on what appeals to ae as 
one of the best presentations of tbs purpose and ef
fects of the government's program that I hare seen any
where# I, of course, lean toward it because it so ably 
presents a general point of view which I have undertaken 
to state«

1 am enclosing a copy of a brief talk which 
I gave in Hew York last Friday evening, some extracts 
from which appeared in the press* I thought you aight 
care to see the complete text, which undertakes to out
line what I conceive to be the theory of the govern
ment9 s monetary and spending program and how it is 
working out toward a balanced budget and full restora
tion*

My dear Senatori

Sincerely yours,

M. S* Socles, 
Chairman*

Honorable Robert J* Bulkley, 
United States Senate, 
Washington, D* G*

enclosure
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NOTE: This article will appear in the May 9, 1936 issue of The 
Magazine of Wall Street, and is sent to you for immediate release. 
The Magazine of W/aIl Street, 90 Broad Street, ISeu> York, IS. Y.

These Changing Times
Views on “The State of the Union"

By R o b e r t  J. B u l k l e y

U. S. Senator from  Ohio  

A s  R eported  by

T h e o d o r e  M. K n a p p e n

W E are in a period of na
tional history when pro- 
found changes in govern- 

ment and in the relations of 
government to the people were to 
be expected. W hen you have free 
institutions, universal suffrage and 
an uncowed electorate you can not 
escape changes that may disturb 

lose who have prospered under 
the existing order.

In a democracy like ours the 
tendency over a long period of 
time is for the less fortunate peo
ple to seek a better life for them
selves through political action. You can’t have popular 
government without the people getting the kind of legis
lation that they want— sooner or later. Therefore, we 
should always be ready for change and accept it as inevi
table in our scheme of things.

Progressive Im provem ent

As an individual I may like or dislike this or that piece 
of legislation, but I do not get “ all hot and bothered" be
cause we find ourselves confronted by a rather epochal surge 
in our common affairs. Looking back over our national life 
I observe that on the whole our legislative record has been 
one of progressive improvement. I am convinced that when 
the passions of the present have burned down and we can 
sit down on some eminence and survey what has been done 
in these recent years we will conclude that we have been 
going through the birth throes of a better age. A s for the 
leaders with whom we conveniently identify changing poli
cies I am neither a hero worshipper nor a scoffer. They are 
products of the times, and they are doing their sincere best 
in a world of change. The same may be said of their oppo
nents. The antagonisms of the two groups are not pri
marily personal; they are merely the personal manifestation 
of the strain of adjustment to the times.

Turning from these general reflections to answer the 
questions that have been propounded to me, it is my view 
that there is no likelihood of further basic money legisla
tion in the near future, and that the times for international 
stabilization may well be considerably deferred. I am cer
tain that there will be no change in the content of the gold 
dollar by the President under his present authority, which

expires next January. There will 
be no formal money inflation be
fore that time. Any changes of 
similar character that may come 
later will be brought about by new 
legislation.

A s to credit inflation, there is 
no doubt that the necessity of enor
mous borrowings by the Govern
ment to meet the exceptional con
ditions of business depression and 
human misery which confronted it 
has brought about the makings of 
a great boom in prices. Yet the 
fact is that neither the reduction of 

the gold weight of the dollar nor the tremendous volume 
of money which the Government has borrowed and poured 
into circulation has caused an abrupt or extensive rise in 
the price level. The price rises have been unequal and hap
pily have tended to correct disturbing inequalities in prices.

Events, I think justify the devaluation of the dollar or 
rather, perhaps, the departure from the gold standard; which 
resulted in a decline in the foreign purchasing power of 
money that was substantially reflected by the subsequent 
stabilization by Presidential order at 59.06 cents in terms 
of the gold value of the former dollar.

The painful battle France has put up for deflation and 
an invincible ‘franc shows the wisdom of our course in 
choosing a measure of inflation of prices (or reflation). 
W hile we have been steadily recovering France has been 
getting deeper and deeper into private and public insolvency.

7s[o M ad C red it Period

The volume of silver the Treasury is required to purchase 
under mandate of Congress is not large enough to result 
in a significant degree of inflation. I do not expect that 
there will be any further legislation in this regard, and the 
Treasury is proceeding very conservatively and skillfully in 
its purchases. I think this project is now being handled 
in such a manner as not to embarrass the nations which 
use silver as their basic money, and on the other hand it 
is very helpful to the economy of the silver producing 
nations, giving them much needed credits in the United 
States and thus facilitating trade.

I do not think that we shall have a mad period of in
flation of the credit variety. Bank credit is anything but

“ /  am convinced that when the pas

sions of the present have burned down  
and w e can sit down on som e eminence  
and survey what has been done in these 
recent years w e shall conclude that we  
have been going through the birth throes 
of a better a g e ”
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expansive today, and recovery is proceeding so circum
spectly that I do not expect that events will touch off 
credit inflation. Should developments take that direction, 
the reorganized Federal Reserve Board has the power to 
squelch them. The old board could have pricked the 
stock market boom of the latter twenties if it had acted 
courageously and promptly, and the new board has more 
power of control, although it must be admitted that the 
Treasury Department’s power in certain directions which 
affect banking policy is so great that it and the Reserve 
Board must act in unison to insure control objectives. A t  
any rate there is not as yet any sign that private credit 
is ready to step into the breach and take the burden of 
credit off the Government’s shoulders. I hate to contem
plate what would have happened in this country if the 
Government hadn’t used its credit on a colossal scale, both 
to finance relief and recovery directly but also by lending 
to banks, other financial units and to many sorts of dis
tressed business enterprises. That governmental help is 
what kept the body economic functioning.

Business Gooc^^Cfebt Manageable

Since the banks hold the most of the new issues of Gov
ernmental obligations there has been created a lending 
power based on the Government's debts that is artificial 
and potentially dangerous, but on the other hand that very 
situation tends to correct itself; the banks know that active 
inflation would impair the credit of the Government and 
imperil the value of their Government 
securities.

On the whole there is a tendency, I 
believe, for business to slow down a 
little in Presidential election years.
However, we have the undeniable fact 
that we are well into this year with 
business rapidly expanding and recov
ering, and offsetting the nervousness of 
people over the outcome of a rather 
crucial electoral contest are the facts 
that recovery and relief expenditures 
will probably reach their high point 
this year. Moreover, something like a 
billion and a half dollars of soldiers' 
bonus money will be flowing into the 
channels of trade from June on. Then, 
too, there is the fact that there seems 
to be very little doubt that President 
Roosevelt will be re-elected, and I think 
that as the campaign goes on that will 
be recognized as a certainty. The elec
tion, therefore, will not open up any 
disconcerting surprises, and there will 
he little advance hesitation of business 
on that account.

I wish I could say otherwise, but I 
do not expect to see the national budget 
balanced during the next fiscal year or 
that of 1937-38. It will be several years before the budget 
will be balanced in the sense that all outgo from the Trea
sury is met by the revenues. Such a balance is not immedi
ately necessary to avoid inflation. W ith  a balance of the 
ordinary expenditures of the Government with revenues, 
which may be achieved in the next fiscal year, with the 
cost of relief and also the need for recovery expenditures 
declining, nobody is going to lose confidence in the dollar. 
Our debt is not intolerable and is substantially offset by 
realizable assets and the profit from gold devaluation. This 
is particularly true in view of the welcome recovery of 
business which has reached such proportions that even the
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professional pessimists can not deny it. More business 
means more revenue.

Social and economic shifts and alterations crowd in on 
us so rapidly that it no longer suffices to depend upon spon
taneous adjustments, which roughly met the graver problems 
of our national industrial development in the past. W e  
must from now on go out to meet changes as they come 
and deal with them consciously.

Problem of Chronic Unemployment

I have considered this project for some time and have 
been working under the authority of a Senate resolution 
looking to the establishment of a non-partisan National 
Council to which would be entrusted the duty and re
sponsibility of advising Congress and the President regard
ing these intricate problems, such as chronic unemploy
ment. I believe it is possible to solve that problem in a 
self-adjusting way and without resort to extraordinary 
measures.

It is distressing and worrying that unemployment keeps 
up to such an extent and that the number of people on relief 
declines so little. These unconfutable facts present a stub
born problem for the future. I think that at last technologi
cal unemployment, that is displacement of labor by the power 
machine, has attained such a momentum that unless off
setting economic changes are deliberately made the surplus 
unusable labor will tend to pile up from decade to decade.
W e  used to say that machines made more jobs than they 

displaced. That was quite true; theo
retically, it may still be true, but now 
the old jobs are destroyed with light
ning-like rapidity and the new jobs 
come slowly into sight. Formerly we 
always had a shock absorber in the oc
cupation of the W est and the develop
ment of abundant natural resources to 
meet the demands of a growing nation 
and of the world. The balance that has 
been maintained on the whole in the 
past was partly due to the gradual 
shortening of the working hours— from 
14-hour days in the forties of the past 
century to eight hours and even less 
now. W e  must adapt ourselves to our 
machines. But, unless there be direct 
and radical readjustment, the adapta
tion will be slow, and never sufficient 
to wipe out all unemployment of em
ployables. It will constitute an endur
ing social burden, quite without rela
tion to depression or prosperity.

In respect of the incidence of the 
proposed tax on undistributed profits 
of corporations I think the alarm about 
it has been overdone. Abstractly I '  •¿»Sgpntial rvf tho ¡nAefi, ^ J

L

■?

s
f j
I
^  j 

i f  
k I

nitejxtntinnafion. of achieved pr asperity 
that realized profits "sKould be distributed and go back into 
arCufetiOrt" fo "form the basis for new purchasing power. 
Society~as a whole buys from itself only what it produces 
of goods or services, and it buys them by exchange. To the 
extent that what is produced is not utilized a part of the 
value of production is lost, and adequate buying and con
suming are possible only when there is adequate distribu
tion of purchasing power. I rather think that the tax law 
as finally engrossed will be quite different from the measure 
the house passed. You have seen quite a number of fear
some bills become docile laws, haven’t you?

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



As to being a direct interference 
with corporation management the pro- 

■>sed tax is only one more manifesta- 
.on of a long-settled policy of govern

ments to use the taxing power to effect 
economic regulation. W ith  us it began 
with the Constitution.

W hile the President has been a real 
legislative party leader, which he must 
be if we are to have responsible party 
rule under our system of government 
(which did not contemplate parties), 
it is surprising in view of his continu
ous initiative and unfailing energy and 
the emergency nature of the period 
how often he has compromised with or 
yielded to Congress. This talk of his 
being a dictator is silly; he is simply a 
strong leader— and Heaven knows we 
needed one.

Thoughtful people, of a conservative 
and cautious turn of mind thought the 
world had come to an end when this 
Republic was created in revolution. 
Others thought the nation was finished 
in the times of Andrew Jackson. The 
Civil W a r  period was an agonizing 
test, the radical legislation and senti
ment of the eighties and nineties—  
Populists and Farmers Alliance, free 
silver, etc.— seemed like ruin then. W e  

“^ y e  gone a long time without much 
ijustment in our complex of poli

tics and economics, and demand was 
insistent for important changes. There 
is no doubt that this administration 
has responded to the instinctive and 
thoughtful wishes of the people. Time 
only will be the test of the wisdom of 
the laws we have enacted; but what
ever the verdict, I am reasonably sure 
that what we have done will be ad
judged good on the whole, and gener
ally in the public interest, though no 
doubt time will expose some faults 
which will have to be corrected.
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QICtiHeb J&icAe* Syencde
O O M M im i ON BANKING AND CURRENCY

May 14, 1936.

Mr. M. S . Ecc le s,
Federal Reserve System,
Washington, D. C.

Dear Yx. S o c le s ;

Thank you very much fo r  your 

c o rd ia l reference to  my a r t ic le  in  the 

May 9th issue  of the Magazine o f W all 

Stree t. I t  i s  p le a s in g  to  know that 

i t  meets w ith your approval.

Thanks, too, fo r  your courtesy  

in  fu rn ish in g  me with a copy of your t a lk  

in  New York, which I  s h a l l  read a t the 

very f i r s t  opportunity.

With best regards,

S in ce re ly  yours,
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