Besr #r, Carleon:

The followlng statements have been prepared in snsver to
the gusstions which you gave o ae vhen ! sppearsd vecently defore
the ¥aye aad Nesns Uosmittes in suppert of the bill to incresse
the statutory limit oa the public debt

1. "Nhet 4s the velation bDetween the amount of the

debt of the United States Government and the
et oo hemntoraer T

There is me direct relatiocnship betwesn the mmwunt of She
debt of She Umited Stabes Gevernment and the probable future sesle
of 1iving of the people of the United Shates.

Tho sesle of living of the people of the United States depeuds
upon the current volume of prodnction of consunsble goods smd
services. Iaterewt payments on the putlic dobt result merely ia
the trensfer of fusds — and, hencs, in the trensfer of claiwe on
a portion of this produetion -- from taspeyers to bondboldera. The
seae is true of principal repayments; while suy bYorroviag results
in the tramgference of funds in the oprosite direction.

The tetal amount of funds Sransferred from taxpayers to Bond-
holders, 2o & result of the payment of intersst on the publie dedt

during the present year, will amount to about 2 percent of the
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sations) produet. If allowemce could be mede for the sxtent %o which

 the texpayers ead the dondholdere are the seme persens, the net smount

of funds tramsferred would be mmoh lees, fHelther these transfers nor
those resulting from prineipsl transactions result direchly in sny
change in the totsl velume of goode and services, and hense, in the
stendard of liviag of the imerican people 2s a whole,

It is possidle, however, thet the transfers of funde lavelved

iz the creation, m.ﬂm.thmwhﬂu

. indirect effect oa the smount of the nstionsl preduct and, henos, on

the standard of Liviag of the people. This is priscipally beganse
such transfers mey shift fusds from esving o epeading, or vies verss.
Government borrowing and the subseguent expenditure of the pro-
cosds resulte, in gemeral, in o trassfer of funds frew saviag %o
speading: wvhile the reverse is true of the repayment of dsbt frem the
grocesds of Sax sollections. The paymemt of interest on the publis
debt from the yroossds of tax cellsetions probably results, for the
most pert, in the Sransfer of funde fvom coneumer spending $o seving.
This ie because the prepeasity to save is generslly greater smong the
higher income bhan sueng the lover imcome growpe; sad -~ dowpite the
Caot Alheh ibe ovaership of (ke piite M) d¢ sory videly diffused Vhen
ever Defors — the collection of Saxes end the redistriduticon of the
prosesds s interest on the pudlis debY probsdly results, on Balsmse,
in the tremefer of fusds from lower income o higher Lncome growps.
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Nelther Sype of smaster of funly Just dlscussed = 19,
thet from saving 8o spending or frem syeading %o seving — ean
be #ndd to Ba sither good oF Bad in itesls, Taring tises of
mmuumumu&nﬂ
.mumamummmmnu
Molmm—m”lhm-—nh
mhmmmn-nnhm.umu
mmum

2. -mnommmmmum
power of the menay of the Unlted States of the

Vel spoent of the dekd of the Unitel itates mumn

Mluu“ﬂ“hﬂﬁmdﬁm
dabt snd the purchesing power of the United Giates dellar, |
The pwrchasing power of tha dellar depends uwpon the flow of
wmumm %0 o survly of consumeble goode and

esyvices, This flow depends in tumm wou She desisions of the
ipwhdthhttdhtud&ﬁmthhmﬁm

The great inerense ia the public debt af the United States

'mmmmh-wmummu-u-m

miount of 1iguid ssvings ia the form of Govermsent bomds, eurreney,
sad benk depoeits in the hands of ths resple, The peorle say '

‘chooss 30 spend = pertion of thess wmvisgs on goods snd perviees

Guring the pestwer peried, If thli epending is doferved wantil
mm#mm-mdmmtammn
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conpleted, =ad an ndogquate supnly of sgricultural products is
svailadle for domeetie conmmntion, 1% will Be o beoa te the sconemy,
seslting in fller employweat snd o higher level of business
activity thap wenld otherviss be possible, If, en the othey hsnd -~
due possidly %6 » prausturs redustion in wartime taxation or o
mmmmummm--th—mm
rush into speniing before sn adecuate volume of zoods end eervices
is available, they might remadt in s» uaiesieadle rise in prices
during the froasition perlod.
' 3o "Wkt is the offect on the gensrsl price level of
L . the country, rrewsat oad proscective, of the
M%WMMJ“QNMWM
The gonaral price level and $he purchesing powsr of the
dollar ave, in effect, morely the abverse and reverse of the
some coin; therefore, this question wos covered in the esswer to
the preceding quostion,
4, “When $he Federal dedt is 9300 bidddens, will net
the proportiemits alinrs of sagh of 30 nillion
fanilias be $10,000%"
Ohviously, when o debd of §300 billioms is distributed pvo
‘ot awong 30 millien fumilies, the prepertiomate share of eséh S
 fanily weuld be $10,000, Ihis Tigure would have & real signifiosnce,
hovever, only if the tazse %o pay the debt wers o %@ similorly o
S1strivuted pre rata ovar all the Tuiilies of the Unibed States,
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This, of course, Wil nob Be the ensé. A large prwpertien of

the Saxes wre business tares devied won fncess hefers 16 TRows

inte the Muade of intividusls at a1l vidls the tames levied om

individual incoues are nregrestive ia prepartion to ability se pay,
S °1 see fhat kr. Mwales eaya et fariher do- |

h.mmmwuﬁt'mmmnm.muru
torsw of gold wauld be necestarye On the contrary, he sadd they
sush & step would be an wndesiredle alternative o redueing the
reqaired reld reserve ratles of the Fedsral Naserve insks, cnd
would give the rest of the world sa imwsiiate profit of abeat
$¥,.5 billdoms oa the gold they now held,
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The provision in the Iretten Woods Agresments, t¢ which you
evidently refor, peraits linited changee in the valvwe of & membar
sstion's cwrency. The United States Goverament has no imteation
of avelling itself of Shds proviston of the Agresments in the fore-

6. "How 4o you explain the eoffect of develustion of

This question spperently vefers te Ay, Sgcles' statement, which,
as I juet pointed out, apposed rather than favered the devalustion of
the dellsr.

h By S

peletion hes the upwerd trend in the Pedersl dsbt
to that faes!®

e scale of 1iving of the Ansrican people has ot been decressing
during the paet decads, but vather hse shown o signifisant inerease,
The following tabie shows ammmel figures on consumer axpmditures for
goods and services bdoth with and without a corraction for changes ia
prices, It will De noted that consumer expenditures for goods and
eervicen in constant prices lmve increased in every yesr eines 1933,
vith the exception of 193¢ and 1542, The over-all dncrease has been
m-ﬂs.ibmuuumzum.nmﬁphnﬁ.hmu: »
constant prices, m-mm-ﬁmmmf‘g

A
19hk sppreximstely half of our totsl production was for wer purposes.

hmw.mm«1mmmummb




.. m-'

improve, even though we have dedicated alwest half of ouwr preductive

oapasity to wer purposes.

The iaprovement in the scale of living during the wvar beocomes evem
more impressive vhen it is considered that the food, lodging, and elothing
provided more than ten million persens in the armed services are mot
included in consumer expenditures; sad, conssquently, the nusbder of
individwale among vhom consumers' goods and services vere distriduted
in 19%% was smaller than the musber recsiving them ia 1940,

Consumers' lxpemditures for Geeds and Serviess

: Total :

(Ia dilions (Ia villions of

of dollars) 1939 dollare) )/
1929 To0.8 1.5
b
7 3
s 3
3 .3
i :
5.2

%

Source: Papartment of Uemmerce, Survey of Ourrent Pusisess.

)/ Figures are sstusl Gollar figuwres adjusted to 1939 cest of
1iviag as computed by Burean of Lebor Statisties.
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The data Just cited are im terms of money, vhich is, of course,
the only common demomimator in whieh different kin's of goods and
servicss can be azxpressed. To somo persons they may seem to be in
confliet —~ as far as the wartime period is conserned - with vhat
appear to %o the fasts of everyiay life. Nevertheless, they are a
“Mﬁndbm-ldmulﬁnmm
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@ode and services awmilsble for domestie clvilian somsumstion then
over before. hmwbmunﬁ-h“.h:n-.
mumvuamnmﬂbum Those two
facts aret
(1) Some goods, such as sutomodiles, refrigerators, aad
waghing sedhines are not awallable at all, Their
nonawmilability omses an anount of inconvenience
out of all prevortion to thelr mometory wius, It
should be moted, however, that the momawailability
of these goofs has mothing to do with the pulilie
debt or with any other slewent in the flseal sftu~
ations It is due wsolely to the diversion of real
resourses to the wer effert, and vill sutematieally
bo cured when the war is wom.
(2) The roal prosperity of the lover ineome groups has
besn tremendously emhancsd during the war period.
oneo or twice & weok are nov finaneially able e
buy 1t vhenover thay ean get it. As a consequencey
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of this fnereaged diffusion of income, many soode are dMf-
fioult to obtain, despite the fuet that the aweunt

7ith these fundameninl faets in mind, T think 4t io intervest.
ing to supplement the dellar flsmres given in the tablo vith o fow
fiures expressed im physionl guantities.

Agcording to Department of Agriculture estimates, total meat
production was 75 Mlllon pounds (dressed bagis) in 13U%, as compared
with 16 ¥1lion pounds in the cenmus year 19%,. Domestis civilian |
“Mdnﬂhl’“wwﬂ?“mﬂl&n-
againet an average per capita congumption of 129 pownds ia 19%.
"hile tide year will see a rather sharp reduction in meat swilaile
to domestic eivilism consumers, this reduction is due principally
to inerocced military and export regquirements, and odviousiy has mo
relation to the sise of the public debt, |

Total milk profuction on farms in the last euarter of 1944
was running at & record minual rate of 170 Willion pounds. In
199, the production was 100 Bllion pownds,

Amorican eivilisng comswmod N7 eges per persen im 19W%. In
19%0, the fomestic congumption wes I per persom.

The mmber of telephomes in use (widely used as ome measure
of 1iving o 15 veperted by ﬁn\!umna-ﬁ&-
in wn.\\n{ od vith 1) efilfens Nen yoare Snslier.
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Eleetric povar eales te domestic and yural users in 1943 (the
latest year aveilable) totaled 32 BAllion kilowatt hours. Tem
years sarliep, the totel was only 13 billienm.

Hany other physical volume figures could be clted, But I am
pure that you will agree with me that thoee jJust guoted, taltem in
conjunciion with the dollar figares, indieante that the staniard of
iiving of the American people is rising, not falling.

l\mthtmawﬂnmwm Mimse
advise we 1f 1 can be of further serviee.

Very truly yours,

Under Secretary of the Treasury

Fpaorable Franic Carlson
Houss of Hepresentatives
Taghingten 75, D. C.
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