
August 12, 19U8. 

Mr. Don T. Ky le , 
Sta te Tuberculosis Sanatorium, 
T a l i h i n a , Oklahoma. 

Dear Mr. Ky le : 

The frankness and s i n c e r i t y of your l e t t e r of Ju ly 31 make 
me wish t h a t 1 could answer your d i f f i o u l t quest ion w i t h c e r t a i n t y . 
Tou ask, i n e f f e c t , how any Admin i s t ra t i on o r , f o r t ha t mat te r , the 
Government i t s e l f could surv ive i f the na t i ona l income were ou t , say, 
t o about o n e - t h i r d of i t s present volume. 

I would be i n c l i n e d t o put i t i n some\7hat d i f f e r e n t terms. 
I would say t ha t i f a d e f l a t i o n of such magnitude were permi t ted t o 
develop w i t h corresponding unemployment, we could w e l l have a 
p o l i t i c a l r e v o l u t i o n . However much government sometimes bungles, I 
cannot be l i eve i t would be so senseless as t o l e t any such ca tas t ro -
phe occur. Or t o put i t another way, I would f a r ra ther have a 
d o l l a r i n f l a t e d , l e t us say, by 25 per cent or even w i t h i t s pur -
chasing power cu t i n h a l f than t o have wholesale unemployment and 
a l l the human misery t h a t would an ta i 1, As a n a t i o n we have managed 
th ings poor ly i n pe rm i t t i ng as much i n f l a t i o n as has already occurred. 
I cannot b r i n g myself t o be l ieve t h a t we would be so s tup id as t o 
t o l e r a t e a ruinous d e f l a t i o n . 

Large as the debt i s today i t i s n o t , by any means, un-
supportable and would not be even i f n a t i o n a l income were considerably 
lower. I t i s , I t h i n k , a l l a quest ion of degree but we have no t had 
the extreme i n f l a t i o n such, f o r i ns tance , as we see today i n China. 
And I cannot be l ieve we would have any such extreme d e f l a t i o n as t o 
jeopard ise the Government c r e d i t . Hepudiation of the debt i s incon-
ce i vab le . Essen t i a l l y the management of even so great a n a t i o n a l 
debt as we have today i s no t d i f f i c u l t . I t i s s imply a quest ion o f 
c o l l e c t i n g taxes f rom a l l o f our people, o r most o f them a t any 
r a t e , t o pay the costs o f Government i n c l u d i n g i n t e r e s t on the pub l i c 
debt . I t would be f a r b e t t e r , of course, i f i n t imes l i k e these we 
c o l l e c t e d enough t o have a s u b s t a n t i a l surp lus w i t h which t o pay o f f 
pub l i o deb t . 

Probably I used too s t rong a word when I sa id we were headed 
f o r a "bus t " and t h i s got i n t o the headl ines and news repo r t s , though 
I exp la ined l a t e r i n my test imony t h a t t he re was no reason why we 
should have a d isast rous d e f l a t i o n . I t h i n k we are headed f o r same 
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measure of unemployment i n order t o b r i n g about a readjustment of the 
unbalanced re la t i onsh ips w i t h i n the economy, but there are a good 
many th ings the Government can do t o moderate a dec l ine and prevent 
any f i n a n c i a l debacle. Fo r tuna te l y , the Congress has now s p e c i f i c a l l y 
recognised i n the Employment Act t h a t i t i s a primary r e s p o n s i b i l i t y 
of Government t o do a l l t h a t i t can — and i t can do a great deal — 
t o s t a b i l i s e the economy a t h igh leve ls of employment and product ion. 

S incere ly yours 

M. S. Eccles 
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