
February 1, 19S9

Mr. 0. T. Hanson
646 West Spruce Street
Chlppewa Falls
ftisconsin

Dear Mr. Hanson:

This rill acknowledge your letter of January 25
addressed to Chairman Kccles in which you coasaent on his
recent radio address.

It is noted that you have devoted considerable
time to a consideration of the government1B present fiscal
problems. While some of your contentions do not coincide
with those of Mr. Kccles, you have stated one proposition
which Mr. Eccles will agree -rLth, namely, "under the econ-
omic system as it now exists it (the national income) is
too unevenly distributed to iaake distribution of our ©ass
production industries* output oi goods distributable.11 It
is assumed by this that you oean that' our potential capac-
ity cannot be distributed since we are, of course, dis-
tributing what we produce. We should, however, be produc-
ing a great deal more and without any expansion of our pro-
ductive plant we could achieve a considerable increase if
there ̂ ere purchasing power sufficient to absorb the in-
crease.

From the foregoing premise you argue that deficit
spending is not the cure and you propose that this lack of
balance be corrected by Bthe government maintaining a bal-
ance through a public works program sufficiently elastic to
absorb the possible idle at any one time and sufficiently
paid for so that the individual worker thereon could ab-
sorb his particular share of the product etc.11 *A program
sufficiently elastic" to absorb all the idle at any one time
would be much more ambitious than the present program, since
there are estimated to be some seven or eight million unem-
ployed people who are not on the WPA rolls. An enlargement
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Mr. 0, T, Hanson

of the fPi. program would, of course, only increase the present
deficit which you seem to consider an evil. It ceeas to me
that the employment of the idle assures porchaslag power for
a short period but if something else isn't done to correct
the maldietribution of income, this purchasing power soon
tapers off and ve have depression again* What then is the
proper aeano of equalising incone? It must b<§ ft combination
of measures to cx%eate salaries,, wages ana profits, plus taxa-
tion of a kind which will redistribute enough of the total in-
come BO that purchasing power can be .maintained and preferably
steadily increased.

In Kr« Ecdes1 radio talk he did not have sufficient
tiae to go iuto the problem of b«laac« and the relationship of
tassmtioa to it» Therefore I thought you sight be iat@re.sted
in reading the enclosed copy of his addresc tefoi*© %h& Hew
Jers^r Bankers Association on May IS, 1938, which glT«a a brief
discussion of thifj phase of the problem.

Yours-very truly,

Laurence Clayton
Assistant to the Chairman
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