
My dear oen&tor Taft:

10, 19 40.

Ml Associated Pro^s dispatch dated Chicago,
January 5, quotes you es WKjiMg tbat I believe that
deficits "are a blessing in disguise". Enowl&g that you
would not intentionally misrepresent ne, I assume that
you 1\i\~e been «i<lnfUCTWd B&A, accordingly, in order to
keep the record straight, I cin venturing to call your
attention to a matter of tftfttOMKfea which I heve made
publicly in the pest, fro;a which, I think, ftsm will see
that I have regarded deficits awl deficit-financing as

mg but blessings.

While I make; but ftw public addresses, I have
rarely spoken without imdert^-vintj to emphasize tii&t defi-
cits are a symptoa of econoraic disease and that the syapton
-ill not disappear until t&t dl»m0« is cired. It is,
therefore, as misleadin,;; to say that I think deficits are
a blessing in dlflgB&M as it «cA224 bo to say that I think:
a nervous breakdown or some other grave bodily disturbance,
reflecting organic unbalance, is a blessing in disguise.

1 do not wish to burden you witii a lot of
qyot-htions, but in ge£|ig back throiL:!! a ntiffiber of addresses
of the past on reading the x.sciociated Press dispateli. to
which I refer, I note that in speaking before the American
Bankers Convention in Hen Orleans on November 14, 1985, I
said:

"I do not want to give you the impression that
a budgetary deficit is desirable * * * We shall not
continue to have a budgetary deficit when the con-
ditions that caused the deficit, the reduction of
national ineo.sie, are corrected,"

By next public statement was ma.de more than six
months later, on May 8, 19-56, before the Seventh Ansu&l
Wharton Institute of the University of Pennsylvania when,
In a discussion of deficit-financing, I stated:
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"Balancing the budget through increasing taxes
or decreasing expenditures, or both, as the national
income is restored, is an absolutely indispensable
element in the eventual and complete success of a
program of recovery requiring Government intervention
which aat&ils large deficit-financing.n

^gain, la a public statement issited on Marcb 15,

"Under present conditions of an accelerating re-
covery, e continued easy raoney 'ooliey to be success-
ful in achieving and jviaintainiiî  a balanced recovery
must be acco ipaaifld by a pronpt bala^cine of the Fed-
eral budget asd the subsequent retirement of public
debt by the Government in rele.tian.ship to the ex-
pansion of private credit. I have not teen and I am
not now in favor of balancing the budget at the ex-
pense of the destitute and the unemployed v?ho are un-
able to find private employment, but I M in fcvor of
increasing taxes on incomes and profits if necessary
to sustain the volume of relief tai at the same %im
bring the budget into balance and perait the paying
do?® of public debt as private debt expands. Only hj
this process can monetary inflation be prevented.**

In an open letter to Senator Byrd of December 32,
1938, in reply to a public address in which he had similarly

that I was an advocate of debts and deficits, I said:

"1 cannot leave imecrrectcd the impression con-
veyed by your speech that I as an advocate of reckless,
v.asteful, ever increasing spending by the Government.
As a banker and busine&s man fo? more tktti twenty years
before I came to fashin^ton, I have a vital interest in
the .maintenance of our economic system and of our demo-
cratic institutions. I am quite as concerned as you are
to maintain the solvency of the Government and to avoid
the evils of inflation* However, I is equally in favor
of avoiding the evils of deflation, I think I say be
forgiven for feeling same impatience when a responsible
public official like yourself so misconstrues my view-
point as to make it appear that my advocacy of properly
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"directed and properly timed Federal expenditures,
for the primary purpose of stimulating private
enterprise, is based on any other paritttlpl* or
purpose than to aid in bringing about the greatest
possible degree of sustained employment and pro-
duction of real wealth by private activity and
enterprise, which, in turn, is the surest safeguard
of our democracy as it is of the solvency of our
Government. Only in this way, by restoration of
national incone, can we resell and maintain the
balanced budget which I am as desirous as you are
of achieving* You have every right to disagree as
to the efficacy of fiscal, monetary and other policy
in effecting stimulation in depression or retardation
in a period of unsound expansion. I, of course, re-
serve the right to present the other side of the ease.
But I ara convinced that it deserves consideration on
its merits, without rancor or misrepresentation,"

Also, in a radio tddyin on January 83, 1939, under
the auspices of the National Radio Form, I said:

nl do not believe in government spending st any
time for spendingfs sake* I do believe in government
deficit-spending In depression periods as a supplement
and stimulant to private spending, using only the man
power, materials and money that otherwise would be
idle, and using than only in a way that avoid coupe-
tit ion with private enterprise. I believe that in-
efficiency and m t t should be eliminated. Government
should get the maximum of value for the nioney it
spends, recognizing the size and inherent difficulties
of the unemployment and relief problem—the objective
always being a maximum of private employment, I abhor
polities and favoritism In any phase of government ex-
penditures. I am as anxious as anyone to see the Fed-
eral budget balanced. In my judgment this cannot be
accomplished until the national income is higher than
It will be this year. I do not believe it can be cone
at this tine either by reducing government expenditures
or by increasing Federal taxes, particularly those that
bear most heavily upon consumption. I believe that the
only way the budget can be brought into balance Is
through increased Federal revenue from an increased
nat i onal inconie."
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• d- ~

On the relatively f m other occasions on
I have spoken publicly I iiave stressed the M M general
viewpoint, but I have already quoted more extensively than
was my intention» I m confident that you would wish to
discuss governmental fiscal and monetary policy, such as
I have in mind, on ft* merits OOP demerits—and I am deeply
conscious of the limitations of M*h policy at best—with-
out misrepresenting Toy oral attitude and general viewpoint.

I feel strongly that the whole policy should be
publicly debated ia the interest of tlie QGmXtJ and of
seeking a. more stable economic progress in the future than
we have had in the past. In the position I occupy I cannot
undertake to engage in public a&bate without being accused
of projecting myself into the political arena. N@Y©rtlie~
leas, these vital issues tttttt be settled in that arena, and
I look to responsible leaders like yourself to keep this
debate on the high plan© which its importance deserTes.

I am writing this letter to you as a personal
setter and entirely off the record.

Sincerely yours,

M. S. Eccles,
Cb&tMNOU

Honorable Robert A. Taft,
United States Senate,
Washington, D. C.
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