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CHAPTSR I  

INTRODUCTiaï 

The Meemlna o f S o c ia l  S e c u r i ty *

When a  com plete  o r  f i n a l  h le to r y  o f  th e  s e a rc h  f o r  s o c i a l  

s e c u r i t y  i s  w r it te n »  I t  i s  l i k e l y  t j i a t  th e  t h i r d  decade o f 

th e  tw e n t ie th  c e n tu ry  w i l l  be re g a rd e d  as  th e  m ost fu n d am en ta l 

p e r io d  o f  th e  e n t i r e  movement * I t  i s  t r u e  t h a t  th e  movement 

was o ld  and e s ta b l i s h e d  i n  many p a r t s  o f  th e  w orld  b e fo re  

t h i s  f r u i t f u l  e r a ,  i t  may even be t r u e  t h a t  o th e r  p e r io d s  

w i l l  be f a r  more f r a u g h t  w ith  accom plishm ent th a n  t h i s  o n e . 

N e v e r th e le s s  th e r e  a r e  c e r t a i n  phenomena th a t  have d ev e lo p ed  

w ith in  t h i s  p e r io d  t h a t  mark i t  a s  u n iq u e . These phenomena 

a re  th e  developm ent, u n d e r th e  economic p re s s u re  o f  t h e  de­

p r e s s io n ,  o f  a  g r e a t  number o f  c u r e - a l l s  f o r  th e  economic 

i l l s  o f  man I and, nAiat i s  l i k e l y  to  be more im p o rta n t i n  t h e  

lo n g  ru n , th e  ach ievem ent o f  r e s p e c t a b i l i t y  o f  th e  s o c i a l  

s e c u r i t y  movement on t h i s  s id e  o f  th e  A t l a n t i c ,

B oth o f th e s e  th in g s  have a  g r e a t  m easure o f  im p o rtan ce  

i n  t h e i r  e f f e c t  upon th e  modern movement f o r  s o c ia l  s e c u r i t y .  

Of c o u rse  such c h a r a c t e r i s t i c  t h i r d  decade movements a s  

EPIC, S o c ia l  C r e d i t ,  end th e  Townsend P lan  a r e  c e r t a i n l y  n o t 

th e  f i r s t  p an ace as  e v e r  ev o lv ed  to  cu re  th e  economic and 

s o c i a l  m ise ry  o f  m ankind, y e t  th e y  a r e  in  a  m easure u n iq u e .

The p ag es o f  h i s t o r y  a r e  by  no means b a r re n  o f  o th e r  p la n s  

Which a r e  more o r  l e s s  l i k e  th e s e  in  th e  f a c t  t h a t  th e y
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2 .

r e p r e s e n t  a  p r o t e s t  a g a in s t  th e  p r e v a i l in g  ssnstem and show, 

p e rh a p s , th e  v lo t lm s  o f  our system  b l i n d ly  b e a t in g  t h e i r  

h ead s  a g a in s t  th e  b la n k  w a ll  o f  th e  s t a t u s  quo b u t l i v i n g  

on th e  hope tW# somehow t h e i r  p r o t e s t  would be h e a rd  and t h a t  

c o n d i t io n s  would be b e t t e r  a s  a  r e s u l t .  Again th e s e  p la n s  

a re  n o t new in  t h a t  th e y  demand fu n d am en ta l changes in  th e  

p o l i t i c a l  a s  w e ll  a s  th e  economic o r g a n iz a t io n  o f th e  s t a t e .  

A lmost a l l  such  p la n s  make th e  same demand* They a r e  new 

and d i f f e r e n t ,  how ever, in  th e  seem ing u n iv e r s a l i t y  -  a t  

l e a s t  f o r  a  tim e •  o f  t h e i r  a p p e a l and  th e  p o l i t i c a l  s t r e n g th  

w hich  th e y  have been a b le  t o  g a th e r  b e h in d  them  -  in  s p i t e  

o f  th e  f a c t  tha it m ost o f  t h e i r  p rogram s a r e  f i n a n c i a l l y  and 

e c o n o m ic a lly  im p o ss ib le*  S in ce  th e s e  v a r io u s  p rogram s have 

ta k e n  ho ld  o f th e  im a g in a tio n  o f  th e  p e o p le  and s in c e  th e y  

s t i l l  command a  r a t h e r  p ow erfu l p o l i t i c a l  fo llo w in g , any  

s tu d y  o f  th e  s o c ia l  s e c u r i t y  movement i n  o u r tim e s  m ust in *  

e lu d e  them .

The im p o rtan ce  o f th e  o th e r  phenomenon, th e  r e s p e c t a b i l ­

i t y  o f  th e  s o c ia l  s e c u r i t y  movement i n  g e n e ra l ,  can n o t be 

o v e r-em p h a sized . I n  th e  h e c t i c  tw e n t ie s ,  i t  smacked o f 

t r e a s o n  to  su g g e s t t h a t  a n y th in g  cou ld  be wrong w ith  th e  

system  a s  i t  e x i s te d  and t h a t  th e re  was any need f o r  any  

s o c i a l  s e c u r i ty  program  o th e r  th a n  th e  one tiEb each in d iv id ­

u a l  sh o u ld  deem w ise  o r  ex p ed im it to  p ro v id e  fo r  h im s e lf  a s  

b e s t  he m ig h t. Thus th e  e n t i r e  movement was f e l t  to  be th e

V
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p r o p e r ty  o f  a  few w ild -e y e d  r e d s  and p ln k o -p h llo s o p lie rs  who 

were a t  b e s t  on th e  o u te r  ed g es  o f r e s p e c t a b i l i t y *  The d e ­

p re s s io n  th e n  h a s  a t  l e a s t  g iv e n  d ig n i ty  a s  w e ll  a s  u n iv e r s a l  

a p p e a l to  th o s e  men and o rg a n !z a t io n s  who have f o r  y e a r s  

" fo u g h t th e  lo n g  f i g h t "  u n d e r a  s l i g h t  c lo u d , o r  a t  l e a s t  

u n d e r th e  s u s p ic io n  o f  be ing  w an tin g  i n  p a t r io t is m #  I n  f a c t ,  

one o f  th e  m ost e f f e c t i v e  argum ents u sed  a g a i n s t  th e  s o c i a l  

s e c u r i t y  movement in  th e  U n ite d  S t a t e s  h as  been th e  p le a  t h a t  

th e  w hole movement i s  "Un-Am erican" and r e p r e s e n t s  a  " b l in d  

im i ta t io n  o f  European re m e d ie s"  w hich  do n o t f i t  th e  co n d i­

t i o n s  o f  Am erican l i f e  a t  a l l * ^  I t  h a s  ta k e n  th e  e v e n ts  o f  

th e  p a s t  few  y e a rs  to  show us t h a t  p e rh ap s  A m erican a rro g a n c e  

c o u ld  b e n e f i t  from  th e  e x p e rie n c e  o f  Europe#

We have th e n , a t  th e  p re s e n t  tim e , many d i s t i n c t  and  

seem ing ly  u n r e la te d  movements in  th e  U n ite d  S t a t e s  and  

Canada a l l  aim ing a t  th e  same g o a l -  th e  th in g  w hich we c a l l  

s o c ia l  s e c u r i ty *  A ll  d i f f e r ,  p e rh a p s , a s  to  j u s t  vshat i s  to  

be done, iidiat th e  e x a c t  program  sh o u ld  b e , and a s  to  j u s t  

w hat c o n s t i t u t e s  s e c u r i ty #  However th e y  a r e  a l l  b e g o t te n  

o f  th e  f a c t  t h a t  i n s e c u r i t y ,  m ise ry , end g e n e ra l  h e lp le s s n e s s  

in  th e  f a c e  o f  econom ic u n c e r t a in ty  do e x i s t ,  and in  one way 

o r  a n o th e r  a l l  seek  to  red u ce  th e s e  th in g s  to  a  minimum#

1* I#  M# Hub!now. S ta n d a rd s  o f  H e a lth  In su ra n c e  (New York. 
1 9 1 6 ), p# 11#
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J u s t  w hat i s  meant th e n  hy s o c i a l  s e c u r i ty ^  To th e  

T ow nsend lte , I t  h as  come to  mean a  g r a tu i to u s  p e n s io n  o f  

$200»00 a  month to  be sp e n t s d th ln  t h i r t y  d ay s ; to  th e  r e ­

l i e f  w orker i t  may mean enough to  e a t  and a  p la c e  to  s le e p  

( f o r  h i s  "c lien ts* * , n o t f o r  h im s e l f ) ;  to  th e  in s u ra n c e  man 

i t  means th e  m ain ten an ce  o f  incom e; to  th e  unem ployed work­

man* I t  may mean -  a s  h a s  been  so o f te n  and p l a t i t u d ln o u s ly  

s t a t e d  -  " a  jo b  n o t a  d o le"#  I n  I t s  s u p e r f i c i a l  a s p e c t s ,  

a t  l e a s t ,  s o c ia l  s e c u r i t y  may mean a  g r e a t  many th in g s*  

N e v e r th e le s s  i t  sh o u ld  be p o s s ib le  to  a r r i v e  a t  some con­

c lu s io n  w hich  would e x p re s s  th e  d e s i r e s  o f  a l l  c la s s e s *

I*  M* Rublnow in  h i s  book. The q u e s t f o r  S e c u r i ty .  

comes v e ry  c lo s e  t o  th e  c o re  o f  th e  m eaning o f  s o c ia l  s e c u r ­

i t y  When he d is c u s s e s  th e  h y p o th e t ic a l  "A m erican s ta n d a rd  

of l i v in g " ;

"Snouph fo o d , f u e l ,  c lo th in g ,  and s h e l t e r  
r e p r e s e n ts  th e  p h y s io lo g ic a l  s ta n d a rd .  To t h i s  
r i g h t  o f e x is te n c e  American dem ocracy ad d s ; th e  
r i g h t  o f enjoym ent o f  l i f e *  T hat means fo o d , 
f u e l ,  c lo th in g , e n d  s h e l t e r  n o t o n ly  s u f f i c i e n t  
i n  q u a n t i ty ,  b u t a l s o  o f s u f f i c i e n t l y  h ig h  
q u a l i t y  to  make th e  enjoym ent o f  th e s e  goods 
p o s s ib le *  I t  means o p p o r tu n i ty  f o r  co m fo rt, 
r e c r e a t io n ,  ed u c a tio n *  I t  means a l s o  o p p o r tu n i ty  
f o r  p a r t i c i p a t i o n  in  th e  l i f e  o f  th e  gxup* I n  
s h o r t  i t  means o p p o r tu n i ty  to  en jo y  l i f e * " *

2# C a rro l  C. Day, A P h ilo so p h y  o f  L iv in g . (M ilw aukee, 1 9 3 4 ), 
p • 12 *

3* I*  M* Rublnow, The Q uest f o r  S e c u r i ty ,  (New York, 1 9 3 4 ), 
p* 356#

4 .  I b i d . ,  p .  8 .
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P zoceed ing  flosi t h i s  a s  a  b a se , we may a g ree  apon  some 

of t h e  n e c e s s a ry  e le m e n ts  o f  s e c u r i t y  under o u r p r e s e n t  

system * F i r s t  o f  a l l ,  to  a  c r e a t  m a jo r i ty  o f  our p o p u la t io n  

s e c u r i t y  w i l l  mean a  Job •  s in c e  th e  day  o f  th e  p rep o n d eran ce  

o f  th e  in d iv id u a l  e n tre p re n e u r  in  A m erica seems to  have  

p a sse d  w ith  th e  f r o n t i e r .  P o s se s s io n  o f  a  job  m ust mean th e  

p o s se s s io n  o f a s te a d y  incom e s u f f i c i e n t  to  p ro v id e  more 

th a n  th e  o rd in a ry  ex p en ses  o f  l i f e *  I t  i s  n o t enough to  

p ro v id e  a  b a re  l i v i n g  u n d er norm al c irc u m s ta n c e s . B e fo re  

th e r e  can be any  r e a l  f e e l in g  o f  s e c u r i ty ,  incom e m ust be 

s u f f i c i e n t  to  p ro v id e  a  r e s e r v e  to  ta k e  c a re  o f  p o s s ib le  

s ic k n e s s  o r  a c c id e n t ,  and to  p ro v id e  f o r  o ld  a g e . F u r th e r  

th e r e  m ust be re a s o n a b le  a s su ra n c e  t h a t  th e  job  w i l l  l a s t ,  

o r t h a t  i f  i t  does n o t some p ro v is io n  f o r  th e  p e r io d  o f  un­

employment w i l l  be made. I n  s h o r t ,  th e r e  can  be no f e e l i n g  

o f s e c u r i t y  u n le s s  th e re  i s  a s s u ra n c e  of p r o te c t io n  -  t h r u  

th e  s iz e  o f  th e  income o r  o th e rw ise  from  th e  d i s a s t e r s  o f  

s ic k n e s s ,  a c c id e n t ,  o ld -a g e , unem ploym ent, and  d e a th  o f th e  

wage e a r n e r .  T h is  would seem to  be a  la rg o  o rd e r  to  be 

p la c e d  upon th e  income o f  th e  w o rk er, b u t m y th in g  l e s s  th a n  

t h i s  minimum i s  n o t s o c ia l  s e c u r i t y .  I f  t h i s  a s su ra n c e  can 

n o t  be g a in ed  from  th e  income o f t h e  I n d iv id u a l ,  th e n  t h : r e  

must be some o th e r  m ach inery  to  p ro v id e  th e  a s su ra n c e  o r  

s e c u r i t y  does n o t e x i s t .  I t  seems to  be a  p r e t t y  w e ll 

e s ta b l i s h e d  f a c t  t h a t  th e  Inocme o f  th e  in d iv id u a l  i s  n o t
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a b le  to  m aet a l l  th e s e  s t r a i n s ,  and f o r  t h a t  re a so n  t h i s  

s tu d y  o f  th e  s e a rc h  f o r  s o c ia l  s e c u r i t y  by o th e r  means I s  

b e in g  made#

The Need f o r  a  S o d a l  S e c u r i ty  Pro>c;ram B efo re  1929#

D uring th e  days o f  d e p re s s io n  and even In  t h i s  p e r io d  

w hich we have c a l l e d  re c o v e ry  {w ith  heaven  o n ly  knows how 

many men s t i l l  unem ployed). I t  I s  custom ary  t o  lo o k  back 

upon th e  p e r io d  1922— 1929 w ith  much th e  same re v e re n c e  f e l t  

by a n c ie n t k n ig h ts  I n  s e a rc h  o f  th e  H oly G ra il#  "T here was 

a  t i m e ," we a r e  fo n d  o f  sa y in g  a s  we th in k  back upon th o s e  

days o f  th e  "new econom ic e r a " ,  th e  days when th e  la n d  was 

f lo w in g  w ith  m ilk  and honey, vdien th e r e  was a  " c a r  I n  e v e ry  

g a rag e  and a  c h ic k e n  In  e v e ry  p o t , " when a l l  o f  u s  had more 

money th a n  we knew what to  do w ith#  S u re ly  In  th o se  days 

th e r e  was no s u f f e r in g ,  no n e c e s s i t y  o f r e l i e f ,  no need o f  

a  com prehensive p la n  f o r  s o c ia l  s e c u r i ty *  We a re  In  f o r  a  

d i s t i n c t  s u r p r i s e  when we p u t  a s id e  th e  r o s e - c o lo r e d  g la s s e s  

end su rv e y  c o n d i t io n s  In  th e  "p ro sp e ro u s  tw e n t ie s "  a s  th e y  

r e a l l y  w ere .

One o f  th e  g r e a t e s t  so u rc e s  o f  p r id e  and s a t i s f a c t i o n  

to  Am ericana g e n e r a l ly  d u rin g  th e  "prosperfcy  e r a "  was th e  

h ig h  wage s c a le  p r e v a i l in g  In  t h i s  c o u n try  d u rin g  t h a t  

p e r io d .  I t  i s  t r u e  t h a t  d u r in g  t h i s  p e r io d  an  u n p re c e d e n te d  

th in g  happened -  p r i c e s  d id  n o t r i s e  a s  r a p id ly  a s  w ages, so
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t h a t  hy  th e  end o f  th e  decade r e a l  wage a had  a c t u a l l y  In*-
c

c re a s e d  in  te rm s o f p u rc h a s in g  power * I n  th e  l i g h t  o f  th l i  

f a c t ,  we r e a d i l y  b e l ie v e d  such o p t im is t i c  s ta te m e n ts  a s  th e  

id e a  p ro c la im ed  by a  p ro m in en t H arv ard  p r o f e s s o r  in  1925s

" • • •  J u s t  w hat i s  g o in g  on i n  t h i s  c o u n try  
a t  th e  p r e s e n t  tim e? W ealth i s  n o t o n ly  in c r e a s ­
in g  a t  a  r a p id  r a t e ,  b u t th e  wages o f  th o s e  we 
fo rm e rly  p i t i e d  a r e  r i s i n g ,  la b o r e r s  a r e  becom ing 
c a p i t a l i s t s ,  and p r o s p e r i ty  i s  becom ing more and 
more w id e ly  d if fu se d *  We a r e  ap p ro a c h in g  e q u a l i ty  
o f p r o s p e r i ty  more r a p id ly  th a n  m ost p eo p le  r e a l i z e ,* *  
We arCgOn o u r way to  becom ing a  n a t io n  o f  c a p i t a l ­
is ts* " ®

N ear th e  end o f  th e  d ecad e , 1928, a  b an k e r, îÆr* Lewis K* 

P ie r s o n , chairm an  o f  th e  b o a rd  o f  th e  Am erican JExchange -  

I r v in g  T ru s t  Company, d e c la re d  l a  an  in te rv ie w ;

"The p eo p le  o f  A m erica have more money th a n  
th e y  know what to  do w ith***# N e a rly  everybody 
i n  Am erica h a s  more money th a n  he n eed s to  l i v e  *. * 
T here a re  more m i l l i o n a i r e s  th a n  e v e r  b e fo re ,  b u t 
th e r e  a r e  few er b e g g a rs# *. I t  d id  come suddenly*
A dozen y e a r s  ago we were c o m p a ra tiv e ly  poor#
Many o f  u s , i n d iv id u a l ly ,  w ere a c t u a l l y  p o o r, in  
d i s t r e s s  and want # Today, in  A m erica, p o v e r ty  In  
th e  t r u e  sen se  i s  p r a c t i c a l l y  unknow n.••  Every­
body has money* I t  i s  th e  commonest th in g  th e r e  
i s *  You have i t ;  your n e ig h b o rs  have i t  -  more 
money th a n  you e v e r  had b e fo re # " ”

5 .  Abraham S p s te in .  I n s e c u r i t y  ^  C h a llen g e  to  A m erica. 3 rd  
e d i t i o n ,  INew York, 1936), p# 97*

6 . T# N* C arv er, The P re s e n t Eoonomio R e v o lu tio n  i n  th e  
U n ite d  S ta t e s .  1925; q u o ted  i n  E p s te in ,  o n # c i t .» p* 
8 2 -8 3 .

7 . E p s te in ,  oja.. c i t *. p* 9 3 .
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S ta te m e n ts  o f  t h i s  k in d  c o n fro n te d  u s  in  a lm o s t e v e ry  

p a p e r  and m agazine t h a t  we p ic k e d  up* I t  become a lm o s t a  

r e l i g i o n  w ith  u s  t h a t  o u r econom ic s t r u c t u r e  was c e r t a i n l y  

a  w ag e -ea rn e r* s  p a r a d i s e .  What th e n  wore th e  t r u e  f a c t s  

c o n c e rn in g  wages in  t h i s  e r a  o f  u n p reced e n ted  p r o s p e r i ty ?

A s tu d y  o f 44 b u d g e t e s t im a te s  -  made by such  g ro u p s  

a s  th e  Ü* S . B ureau o f  l a b o r  S t a t i s t i c s ,  th e  N a tio n a l  

I n d u s t r i a l  Ccm ference B oard ( a  le a d in g  em ployers*  a s s o c ia *  

t i o n ) ,  and th e  C a l i f o r n ia  C iv i l  S e rv ic e  Comm ission, to  

m ention  a  few  o f  th e  fo rem o st g ro u p s c o n d u c tin g  t h i s  work -  

and a  com parison  o f  th e  n eed s  o f  th e  a v e ra g e  w orking man*s 

fa m ily , a s  I n d ic a te d  by th e s e  e s t im a te s ,  w ith  th e  a c tu a l  

income o f  th e s e  same f a m i l i e s  r e v e a l s  some s t a r t l i n g  t h i n g s .  

T hese b u d g e t e s t im a te s  w ere made o v e r  th e  y e a r s  19S0-1932, 

and th e  av e rag e  a n n u a l e a rn in g s  o f  w age-w orkers f o r  th e  

same y e a rs  have been  d e te rm in ed  f o r  p u rp o se s  o f  co m parison .

I n  th e  case  o f  b o th  th e  budget e s t im a te s  and  th e  com pu ta tion  

o f  av e rag e  Income th e r e  may be v a r i a t i o n  from  th e  f i g u r e s  

r e a c h e d ,o f  c o u rs e . I t  I s  n a t u r a l  t h a t  fa m ily  n eed s sh o u ld  

v a ry  and t h a t  th e r e  sh o u ld  be d i f f e r e n c e s  a c c o rd in g  to  

s e c t io n  o f  th e  c o u n try  co n s id e re d »  N e v e r th e le s s  th e  com* 

p a r is o n s  and th e  f i g u r e s  re a c h e d  can be a c c e p te d  a s  b e in g  

v e ry  c lo se  to  av e rag e  g e n e ra l  c o n d i t io n s .  I t  i s  s c a r c e ly

n e c e s s a ry  h e re  to  q u o te  a l l  th e  f i g u r e s  and t a b l e s  c o n s id e re d ;
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th e  c o n c lu s io n s  reach ed  sho ::ld  be s u f f i c i e n t .  These a re  s ig ­

n i f i c a n t  t vAien th e  av erag e  a c t u a l  e a rn in g s  i n  a l l  In d u s ­

t r i e s  a r e  compared w ith  th e  minimum n eed s  a s  d e te rm in ed  by  

th e  budget e s t im a te s .  I t  i s  soon t h a t  i n  no y e a r In  th e  p e r io d  

from  1920-28 d id  e a rn in g s  e q u a l 70 p e rc e n t  o f  re q u ire m e n ts j  

In  o n ly  th r e e  y e a rs  (1920, 1926, 1927) d id  e a rn in g s  r e a c h  

more th a n  65 p e r  c% it o f  th e  minimum} vftillo In  th r e e  m ore 

y e a r s  (1923, 1924, 1925) th e y  w ere betw een  60 end  65 p e r  cen t»  

I n  th e  d e p re s s io n  y e a rs  o f  1921 and 1922 e a rn in g s  yfâre o n ly  

54 and 56 p e r  c e n t r e s p e c t iv e ly  o f  th e  am ounts needed  f o r  

th e  d ecen t su p p o r t o f a  fam ily ,®

I n  th e  l i g h t  o f  t h i s  knowledge I t  i s  e a sy  to  a g re e  w ith  

Mr. E p s te in  t h a t :

" I t  i s  s a fe  to  co n c lu d e  a s  a  r e s u l t  o f  t h i s  
s tu d y  t h a t  in  th e  l a s t  decade o n ly  v e ry  few  o f  o u r 
w orkers  have ea rn ed  e n o u ^  to  m a in ta in  f o r  them­
s e lv e s  and t h e i r  f a m i l i e s  a  d e c e n t A m erican s ta n d a rd  
o f l i v i n g .  T h e ir  av e rag e  y e a r ly  e a rn in g s  have I n  
g e n e ra l  f a l l e n  s h o r t ,  even I n  good tim e s , and 
d u r in g  d e p re s s io n s  have r a r e l y  exceeded  o n e - h a l f ,  
o f  th e  n e c e s s a ry  am ounts. They have r a r e l y  been  
a b le  to  m eet f u l l y  th e  d ay -b y -d ay  ex p en ses  o f  
d ecen t l i v i n g ,  l e t  a lo n e  la y in g  a s id e  any sa v in g s  
a g a in s t  r a in y  days#""

B ut we a re  l o a th  to  have o u r  dream  so ru d e ly  s h a t t e r e d ,  

and we r e p ly ,  "B ut everyone d id  have w ork d u rin g  th e  p ro s ­

p e ro u s  tw e n tie s}  t h a t  I s ,  everyone viio w anted to  w ork . Even

8* Abraham E p s te in , I n s e c u r i t y  a  Challenf?e t o  A m erica. 3 rd  
E d i t io n ,  (New Y o rk ), 1 9 3 6 ), p .  9 7 -1 0 1 .

9 .  I b i d . ,  p .  102»

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



10 .

I f  wages w ere n o t so h ig h  a s  we th o u g h t th e y  w ere , t h e r e  was 

a t  l e a s t  no unemployment p ro b lem .*  L e t u s  now I n v e s t i g a t e  

t h a t  b e l i e f  a  l i t t l e  more c lo s e ly .

I n v e s t ig a t io n  a lm o s t im m ed ia te ly  r e v e a l s  t h a t  "unem ploy­

ment i s  a  c h ro n ic  111 o f  th e  p r e s e n t  i n d u s t r i a l  sy stem , i n ­

s te a d  o f  b e in g  m ere ly  a  tem p o ra ry  m a lad ju s tm en t # I t  p e r ­

s i s t s  i n  good tim e s  a s  w e ll  a s  b a d ." ^ ^  I n  1922 th e  N a tio n a l 

I n d u s t r i a l  C onference Board e s t im a te d  t h a t  a b o u t 14 p e r  c e n t 

o r  1«600,000 w orkers  in  th e  m a n u fa c tu rin g  and m ech an ica l 

i n d u s t r i e s  were unem ployed. I n  Ju n e , 1921, th e  p ro p o r t io n  

o f  unemployed was a s  h ig h  a s  25 p e r  c e n t The s tu d y  o f  

unemployment in  th e  n o n -a g r l  c u l tu r a l  p u r s u i t s  made by  

D r; Leo V/olman f o r  th e  Comm ittee on R ecent Economic Changes 

shows some i n t e r e s t i n g  th in g s  c o n c e rn in g  th e  minimum unem­

ploym ent d u rin g  th e  y e a rs  1920 to  1927# H is  s tu d y  shows 

t h a t  even in  1920, th e  y e a r o f  maximum p e a c e -tim e  em ploym ent, 

th e  minimum number o f  unem ployed was 1 ,4 0 1 ,0 0 0  and i n  no 

fo llo w in g  y e a r  d id  i t  f a l l  below  th a t  number# By 1927 th e

minimum number o f  unem ployed h ad  r i s e n  to  th e  f ig u r e  o f
I S2 ,0 5 5 ,0 0 0 »  I n  A p r i l ,  1929, b e fo re  th e  W all S t r e e t  c ra s h .

10# Abraham E p s te in ,  I n s e c u r i t y  a  Challenf^e to  A m erica. 3 rd  
E d i t i o n . ,  (New York, 1 9 3 6 ), p .  191*

11* N a tio n a l I n d u s t r i a l  C onference B oard, The Unemnlovtnent 
P rob lem . R esearch  R e p è rt j^43, Nov. 1921, p .  34; q u o te d  
i n  E p s te in , c i t . .  p .  192#

1 2 . Leo Wolman in  R ecent Economic Changes. 1929, p .  478; 
q u o ted  in  E p s te in , op# c i t . .  p .  192 .
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a  e tu d y  made In  P h i la d e lp h ia  found 1 0 .4  p e r  c e n t o f th e  wage* 

e a r n e r s  i d l e  in  th e  f a m i l i e s  su rv e y e d . T h re a * fo u r th s  o f 

th o s e  were unem ployed due to  th e  f a c t  t h a t  th e y  w ere u n ab le  

to  f i n d  work o f  any kind#^®

Even though we a re  now and alw ays have been  In  th e  

U n ited  S ta t e s  la c k in g  i n  an y  co m p le te ly  th o ro u g h  and r e l i a b l e  

f ig u r e s  on unem ployment, th e  i te m s  quo ted  above sh o u ld  be 

s u f f i c i e n t  to  show t h a t  th e  s p e c te r  o f  unemployment was con** 

s t a n t l y  b e fo re  th e  w orking man even i n  o u r  m ost p ro sp e ro u s  

t im e s .  The myth t h a t  th e  w orking man co u ld  c a re  f o r  h im s e lf  

th ro u g h  h i s  s a v in g s , h i s  in s u ra n c e ,  h i s  s to c k  p u rc h a se s  in  

th e  ccmpany f o r  which he w orked, o r  t h a t  he would be c a re d  

f o r  by company w e lfa re  p la n s  o r  by p r iv a t e  p h i la n th ro p y  in  

ca se  o f  u n ex p ec ted  developm ents h a s  been a b ly  ex p lo d ed  by  

Mr. Abraham E p s te in  i n  h i s  r e c e n t  book, In a e c * ir l tv  &

C h allen g e  to  A m erlca.^ ^  I n  s h o r t ,  th e  A m erican p eo p le  de­

lu d e d  th e m se lv e s  co n cern in g  t h e i r  p r o s p e r i ty  and t h e i r  

s e c u r i t y  d u rin g  th e  e n t i r e  decade o f  th e  "p ro sp e ro u s  tw e n t ie s ’* 

and th e y  have c lu n g  to  th e  i l l u s i o n  s i n c e .  have s im p ly  

t r i e d  to  ap p ro ach  th e  a c tu a l  r e a l i t i e s  o f  th e  s i t u a t i o n  i n  

th e  m a te r ia l  c o n s id e re d  th u s  f a r .

1 3 . Ü. S . Bureau o f  Labor S t a t i s t i c s ,  S o c i d  and Economlc
C h a ra c te r  o f  U nm oloviaont i n  P h i la d e lp h ia .  A p r i l ,  1929, 
B u l l e t i n  p .  1 7 j q u o te ?  in  E p s te in . ' o p . c i t . .  p .  1 9 3 .

14* Abraham E p s te in ,  I n s e c u r i t y  a  C h a llen g e  to  A m erica. 3 rd  
E d i t io n ,  (New Y orkJ, 1936, p .  iJCi3-105.
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To sum up th e  m a tte r  a s  f a r  a s  we*re gone: th e  th in g

th e  av e ra g e  c i t i z e n  d e s i r e s  more th a n  a n y th in g  e l s e  i n  t h i s  

l i f e  i s  a  f e e l in g  o f  s e c u r i t y  f o r  h im s e lf  and fam ily #  Thus 

f a r  in  ou r n a t io n a l  l i f e  we have n e v e r  re a c h e d  th e  p o in t  

udiere th e  g r e a t  mass o f  th e  p o p u la tio n  c o u ld  r e a s o n a b ly  be 

e x p e c te d  to  have t h a t  f e e l i n g .  Even i n  th e  p e r io d s  known 

to  u s  a s  "good tim e s "  th e  w orking c l a s s e s  have n o t had  a  

s u f f i c i e n t  sh a re  o f  o u r  n a t io n a l  p r o s p e r i ty  to  p la c e  them 

among th e  re a s o n a b ly  s e c u re .  The q u e s t io n  to  be answ ered  

th e n  i s :  Qow can r e a l  s o c i a l  s e c u r i t y  be a c h ie v e d , o r  a t

l e a s t  how can i n s e c u r i t y  be red u ced  to  a  minimum? I t  l a  

th e  p u rp o se  o f  t h i s  work to  p re s e n t  seme o f  th e  answ ers 

t h a t  have been o f f e r e d  to  t h i s  a l l - im p o r t a n t  q u e s tio n *
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CHAPTER I I

THE GREAT DEPRESSION AND SOCIAL SECURITY 

Changed A tt i tu d e e

W ith t&a oomlng o f  th e  d e p re s s io n  th e r e  began to  be a  

d i s t i n c t  change in  th e  smug a t t i t u d e  w ith  which th e  p le a s  

f o r  th e  n e c e s s i t y  o f  a  w e ll-b a la n c e d  s o c i a l  s e c u r i t y  program  

had alw ays been re g a rd e d  i n  t h i s  c o u n try .  I t  d id  n o t ta k e  

v a ry  many m onths o f unem ployment, d i s t r e s s ,  and s u f f e r in g  

among th e  g r e a t  mass o f  th e  w ag e-ea rn e ra  t o  shake t h e i r  

f a i t h  i n  th e  a s s e r t io n  t h a t  t h i s  was th e  " b e s t  o f  a l l  p o s s i ­

b le  w o rld s" , no r to  conv ince  them t h a t  a s  f a r  a s  th e y  p e r ­

s o n a l ly  w ere concerned  i t  was even  d o u b tfu l  t h a t  "Am erican 

economy i s  e s s e n t i a l l y  sound#"

N e v e r th e le s s ,  we d id  have a  d e te rm in ed  e f f o r t  on th e  

p a r t  o f  many o f o u r  f i n a n c i a l  and p o l i t i c a l  l e a d e r s  t o  av o id  

th e  f a c t s  -  c l e a r  end in d is p u ta b le  a s  th e y  w ere# I n  f a c t ,  

th e  days tow ard  th e  c lo s e  o f  th e  Hoover a d m in is t r a t io n  have 

been a p t l y  term ed th e  " o s t r i c h  e r a "  due to  th e  d e l ib e r a t e  

a t te m p t o f  our econom ic and p o l i t i c a l  le a d e r s h ip  to  c lo s e  

th e  p e o p le * s  e y e s  to  th e  t r a g i c  s e r io u s n e s s  o f  th e  s i t u a t i o n ,  

and to  c u re  th e  e v i l  e f f e c t s  o f  d e p re s s io n  by a  p o l ic y  o f  

P o lly a n n a  propaganda#^®

W hile i t  soon became a p p a re n t t h a t  th e  d e p re s s io n  was 

p r im a r i ly  a  w age-eam er*  a d e p re s s io n , i t  became e q u a l ly

15# I#  M. Rublnow, The Q uest f o r  S e c u r i ty ,  (New York, 1 9 3 4 ), 
p # 525#
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a p p a re n t t h a t  i t  waa n o t l im i t e d  to  him* I n  e p i t e  o f  a l l  

o u r  e f f o r t s  to  ig n o re  th e  p re se n c e  o f  th e  c a ta s t r o p h e ,  ev e ry  

c la a a  i n  o u r economic o rg a n iz a t io n  began  to  f e e l  I t s  e f f e c t s *  

The number o f  incom es w hich am ounted to  o v e r  a  m i l l i o n  

d o l l a r s  a  y e a r  ( th e r e  w ere o v e r SOO i n  19S9) d e c re a se d  a la rm ­

in g ly ,  g r e a t  f o r tu n e s  d is a p p e a re d , th e  p ro c e e d s  o f  th e  

F e d e ra l  income ta x  d e c re a se d  by tw o * th lrd s  in  s p i t e  o f
I Ss e v e ra l  in c r e a s e s  i n  th e  t a x  r a te #  By 1930 o v er o n e -h a l f  

th e  a c t iv e  c o rp o ra t io n s  r e p o r t in g  f o r  income t a x  showed 

d e f i c i t s  i n s te a d  o f  p r o f i t s ,  and  in  1931 th e  c o rp o ra t io n s
17o f  th e  c o u n try  a s  a  w hole l o s t  n e a r ly  th r e e  b i l l i o n  d o l la r s *  

Banks and b u s in e s s e s  f a i l e d ,  th e  bo ttom  dropped  o u t  o f  th e  

s to c k  and bond m a rk e t, even r e a l  e s t a t e  o f te n  p roved  to  be  

more o f  a  l i a b i l i t y  th a n  an a s s e t*  F o re c lo s u re s  and th e  

f a i l u r e  o f  b u i ld in g  and lo a n  a s s o c ia t io n s  became common*^®

Thus i t  became a p p a re n t t h a t  th e  I n d iv id u a l  s a v in g s , i n v e s t ­

m en ts, and th e  p ro p e r ty  owned w ere n o t s u f f i c i e n t  to  p ro v id e  

r e a l  s e c u r i ty  d u rin g  t h i s  tim e o f  econom ic s t r e s s *

16* I*  M. Rublnow, The Q uest f o r  S e c u r i ty .  (New Y ork, 1 9 3 4 ), 
P * 321—322*

1 7 . Ü* S* T re a su ry  D epartm ent, P re l im in a ry  R ep o rt. S t a t i s ­
t i c s  o f Income f o r  1931. p* 12 ; q u o ted  in  E p s te in , o p * 
^$t[* , p • 13 *

1 8 . Abraham E p s te in ,  I n s e c u r i t y  a  C h a llen g e  to  A m erica. 3 rd  
E d i t io n ,  (New Y ork, 193 6 ), p .  Ï 4 ^ .
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I f  c a T ic s s , investm en t® , and th e  l i k e  f a i l e d  to  w ea th e r 

th e  s to rm , ^ a t  d id  th e  job  do to  p ro v id e  s e c u r i t y  f o r  th e  

In d iv id u a l?  The o rd in a ry  w orker to  th e  number o f  some te n  

to  f i f t e e n  m i l l io n  found  t h a t  unemployment was a  v e ry  r e a l  

th in g  a t  th e  tim e  when he needed a jo b  most* However, unem­

ploym ent was n o t c o n f in e d  t o  th e  m asses a lo n e  by any  means* 

Even th e  h ead s o f  l a r g s  c o rp o ra t io n s  found  t h a t  th e y  h a d  no 

s e c u r i t y  In  t h e i r  jo b s ,  Jo b  a g e n c ie s  durlnkt d e p re s s io n  v,?ero

overcrow ded w ith  fo rm er h is h - p a ld  e r e c u t lv o s  and v lo e - p r e s l -
IQd e n ts  lo o k in g  fo r  any  s o r t  o f  work* I n  s h o r t ,  th e r e  was 

s e c u r i t y  o n ly  f o r  th e  c o m p a ra tiv e ly  few  o f  th e  v e ry  w e a lth y . 

Our econom ic s t r u c tu r e  soon found  I t s e l f  d iv id e d  In to  th r e e  

g ro u p s ; a t  one ex trem e a  m in o r i ty  v h lc h  was a b le  to  go on

le a d in g  a  l i f e  w hich was s u b s t a n t i a l l y  unchanged from  t h a t

o f  norm al t im e s ;  a t  th e  o th e r  ex trem e , a  much l a r g e r  m in o r i ty  

In  a  c o n d itio n  o f  d i s t r e s s  and d e s t i t u t i o n ;  and th e  m a jo r i ty  

In  betw een s t i l l  cap ab le  o f  k eep in g  up a  f a i r l y  norm al s t a n ­

d a rd  and do ing  so , b u t d o in g  I t  under th e  shadow o f  th e

c o n s ta n t  danger th a t '  th e y  a t  an y  tim e  m igh t d r i f t  I n to  th e
20c la s s  o f  th e  e co n o m ica lly  d isc a rd e d *

yJhat happened to  th e  m c h  vau n ted  A m erican s ta n d a rd  o f  

l i v in g  u n d e r th e s e  c o n d i t io n s  s c a r c e ly  n eed  be m entioned*

With th e  s t a r k  f a c t  o f  i n s e c u r i t y  a t  l a s t  a d m itte d  by a l l  

cOhsses, we s t i l l  had  a  few  a t te m p ts  to  e x p la in  th e  s i t u a t i o n

1 9 . E p s te in , o p * c i t . p .  13*
20* Rublnow, o p . p i t * p .  325-227 ,
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by such  s ta te m e n ts  a s  th e  f a c t  t h a t  th e  d e p re s s io n  was a  

w orld -w ide  slump f o r  w hich no one was resp < m slb le#  Knowledge 

o f  t h i s  f a c t  was b u t c o ld  s a t i s f a c t i o n  in  th e  l i g h t  o f  th e  

know ledge t h a t  o u r nation which had  so lo n g  had  th e  b le s s in g s  

o f  "rugged  in d lT ld u a lis m "  was a p p a re n t ly  s u f f e r in g  more th a n  

th e  n a t io n s  o f  Europe w ith  t h e i r  "un-A m erican" p la n s  o f  

p ro v id in g  a t  l e a s t  a  minimum o f  s o c i a l  s e c u r i t y .  As s t a t e d  

by  VSr* Abraham E p s te in s

"* « «Although th e  U n ite d  S t a t e s  I s  th e  m ost s e l f -  
s u s ta in in g  o f  a l l  i n d u s t r i a l  n a t io n s ,  and  th e  l a s t  
to  be h i t  by th e  d e p re s s io n , i t  h a s  descen d ed  to  th e  
lo w e s t d ep th s  o f  unemployment and d i s t r e s s  in  th e  
s h o r t e s t  space  o f  t im e .  A ll a v a i la b le  in fo rm a tio n  
c o n firm s  th e  f a c t  t h a t  th e  p e rc e n ta g e  o f  unemployed 
i s  h i ^ e r  i n  th e  U n ite d  S ta t e s  th a n  i n  any o th e r  
n a tio n #  I t  even  ex ceed s  t h a t  o f  Germany, d e s p i te  
th e  f a c t  t h a t  we have  been sp a re d  th e  d e v a s ta t io n s  
o f  w ar, r e v o lu t io n ,  b lo c k a d e , r e p a r a t io n s  and 
d i c t a t o r s h i p .  E s p e c ia l ly  s i g n i f i c a n t  i s  th e  con­
t r a s t  betw een th e  U n ite d  S t a t e s  and G rea t B r ita in # # *  
D e sp ite  a l l  o u r ad v an tag es , th e  p e rc e n ta g e  o f  i n ­
d u s t r i a l  unemployment i n  th e  U n ite d  S t a t e s  h as been 
p r a c t i c a l l y  d o u b le  th e  B r i t i s h  peak  d u r in g  th e  
e n t i r e  f o u r th  y e a r  o f  th e  d e p re s s io n  and shows no 
s ig n s  o f  d im in ish in g # " * !

The m ost c o n fu s in g  th in g  a b o u t th e  e n t i r e  s i t u a t i o n  to  

th e  av e rag e  A m erican was th e  f a c t  t h a t  i n s e c u r i t y  and m ise ry  

w ere p r e v a le n t  to  a  d e g re e  n e v e r b e fo re  e x p e r ie n c e d  n o t a s  

a  r e s u l t  o f  r e v o lu t io n ,  fam in e , o r  w ar, b u t a t  a  tim e  when 

Our c o u n try  was s u r f e i t e d  w ith  fo o d  and g o o d s W e  w ere

51# Abraham E p s te in ,  I n s e c u r i t y  a  C h a llen g e  to  A m erica. 3 rd  
E d i t io n ,  (New Y ork, 1 9 3 6 ), pT 657#

22# I b i d .
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S ta r r in g  becau se  wo had to o  much fo o d ; we were In  r a g s  be­

cau se  our I n d u s t r i e s  had p roduced  to o  much c lo th in g .  The 

in c id e n c e  o f  m ise ry  and want in  a  la n d  o f  p le n ty  d i d n ' t  make 

sense*  I n  th e  p o p u la r  mind th e r e  was a  s e r io u s  q u e s t io n  a s  

to  ahy  i n s e c u r i t y  sh o u ld  be ram pant when th e  e lem en ts  o f 

s e c u r i t y  were p re s e n t  In  an  over^abundonce.

From t h i s  s t a t e  o f  c o n fu s io n  s e v e r a l  d i s t i n c t  g a in s  in  

th e  s e a rc h  f o r  s o c i a l  s e c u r i t y  w ere a c h ie v e d  In  t h e  form  o f  

some d e f i n i t e  Id e a s  which g r a d u a l ly  to o k  h o ld  o f  th e  p o p u la r  

mind and changed th e  a t t i t u d e  o f  a l l  c la s s e s *  F i r s t ,  we 

c eased  to  r e g a rd  ou r le a d in g  b a n k e rs , i n d u s t r i a l i s t s ,  and 

s u c c e s s fu l  b u s in e s s  men o f  norm al tim e s  a s  superm en o r  demi­

gods, and wdien th e y  spoke we no lo n g e r  b e l ie v e d  t h a t  we v/ere 

l i s t e n i n g  t o  th e  v o ic e  o f  a u t h o r i t y  and wisdom* T hese le a d e r s  

had  n o t o n ly  been u n ab le  to  foüosee th e  oaming o f  d i s a s t e r ,  

b u t th e y  had been u n ab le  to  p ro v id e  any  p la n  to  h a l t  i t s  

c o n tin u o u s  and p ro g re s s iv e  d e s c e n t , The on ly  cu re  th e y  co u ld  

im agine was t h a t  p ro v id e d  by s y s te m a t ic a l ly  ig n o r in g  t h e  

f a c t  t h a t  th e r e  was a n y th in g  w rong, o r  to  a t te m p t to  so o th e  

everyone by r a d i a t i n g  optim ism #

The second g a in  came in  th e  r e a l i z a t i o n  by  th e  men i n  

p o s i t io n s  o f  economic le a d e r s h ip  t h a t  th e re  "c an  be no w e l l ­

b e in g  f o r  any s o c ie ty ,  v /hether i t  be c a p i t a l i s t  o r  com m unist.

23* Abraham E p s te in , I n s e c u r i t y  a  Challenp;e to  A m erica. 3 rd  
E d i t io n ,  (New York, 1 9 3 6 ), p .  659-661 ,

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



18 .

OA
w ith o u t economlo înasB security*** The w e a lth y  c l a s s e s  

f i n a l l y  r e a l i s e d  t h a t  r e g a r d le s s  o f  w h atev er m y s te r io u s  

w o rld  c a u s e s  th e r e  m igh t he f o r  th e  s to p p ag e  o f  I n d u s t r y  

end th e  f a l l  i n  w h o le sa le  and  r e t a i l  p r i c e s ,  t h a t  th e  

sh rin k a g e  o f  demand from  an  In e re a a in g  army o f  unem ployed 

was a t  l e a s t  a  c o n t r ib u to r y  c a u s e . I t  was e a sy  to  r e a l i z e ,  

th e n , t h a t  t h i s  low ered  a b i l i t y  t o  consume upon th e  p a r t  o f  

th e  m asses and  th e  r e s u l t a n t  f a l l i n g  p r i c e s  m eant th e  dis*» 

app earan ce  o f p r o f i t s  i n  t r a d e  an d  m an u fac tu re , sh r in k a g e  

o f  p r o f e s s io n a l  incom es and o f  r e n t a l  incom es and r e a l  

e s t a t e  v a lu es*  and r u in  f o r  a g r ic u l tu r e *  I t  was t h i s  

r e a l i z a t i o n  t h a t  h a s  prom pted s ta te m e n ts  l i k e  th e  fo llo w in g  

from  jh aerican  b u s in e s s  l e a d e r s t

"My s tu d ie s ,  a s  you know, have fo r c e d  me to  
co nclude  t h a t  th e r e  can  n e v e r cgain  be l a s t i n g ,  
n a tio n w id e  p r o s p e r i ty  u n t i l  b u s in e s s  in  g e n e ra l  
i s  o rg a n iz e d  to  pay  such h ig h e r  wages t h a t  t h e  
m asses o f wage e a r n e r s  w i l l  be a b le  to  buy enough 
o f  o u r  i n d u s t r i a l  p ro d u c ts  t o  g iv e  I n d u s t r y  an 
a d e q u a te  m a rk e t* *• I f  I  am wrong in  t h a t  con­
c lu s io n ,  how ever, I  want to  know i t ,  and i f  I  am 
r i g h t  I  b e l ie v e  t h a t  b u s in e s s  men g e n a a l ly  w i l l  
want to  know it****®

S4m Abraham E p s te in , I n s e c u r i t y  a  C h a llen g e  to  A m erlca. 3 rd  
E d i t io n ,  tJSew York, 1 9 3 6 ), p* 6 6 5 ,

2 5 , I*  M. Rublnow, The Q uest f o r  S e c u r i ty .  (New Y ork, 1 9 5 4 ), 
p « 524 *

26* Edward A lb e r t  F l le n e ,  i n  an  open l e t t e r  to  th e  U n ite d
s t a t e s  Chamber o f Commerce| q u o te d  in  Time. June 3 , 1936.
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A sara l o s s  of co n fiû a n c e  In  o ld  le a d e r s  and a  r e a l i z a t i o n  

t h a t  ae e a r  I t  y f o r  th e  m asses i s  a  p r e r e q u i s i t e  to  u n iv e r s a l  

p r o s p e r i ty  would n o t  a lo n e  have p ro v id e d  th e  b a s i s  f o r  what 

h as  happened in  th e  p a s t  few  y e a r s .  The t h i r d  g r e a t  g a in  

was th e  demand t h a t  som eth ing  be done ab o u t th e  s i t u a t i o n .  

T here was a  demand f o r  r e a l  a c t io n  from  a l l  s i d e s .  From 

you th  came ominous ru m b lin g s  ; **Our c h a r a c te r s  have been 

ru in e d  by i d l e n e s s . •« we have l e s s  th a n  f u l l  f a i t h  i n  th e  

Am erican system;** "We have c len ch ed  o u r f i s t s  a g a in s t  o u r 

e ld e r s  and  o u r r u l e r s  ; " "Youth w i l l  f i g h t  u n le s s  som eth ing  

i s  done. We*re n o t g o in g  to  s t a r v e  to  d e a th  j u s t  b ecau se  

we w ere bo rn  a t  an  u n fo r tu n a te  moment. From th e  ag ed , 

th e  unem ployed, th e  m iddle  c l a s s e s  and  th e  w e a lth y  th e r e  was 

a  c o n c e r te d  demand f o r  a  p la n ,  f o r  a c t io n  o f  some k in d , th a t  

would p re v e n t a  f u r t h e r  d e sc e n t i n t o  th e  d e p th s  o f  d e p re ss*  

io n .  T h is  r e s t l e s s ,  s e e k in g  f o r c e  was d e m o n stra ted  am ply 

i n  1932 when th e  p eo p le  tu rn e d  o u t th e  a d m in is t r a t io n  v h lc h  

th e y  had come to  i d e n t i f y  w ith  th e  d e p re s s io n , and  sw ept 

th e  New D eal in to  o f f i c e  w ith  th e  m andate t o  do so m eth in g . 

A lm ost over n ig h t  th e  s e a rc h  f o r  s o c i a l  s e c u r i t y  had come to  

be i d e n t i f i e d  w ith  th e  a t te m p t to  end th e  d e p re s s io n , and 

th e  s o c ia l  s e c u r i t y  movement had  a t  l a s t  a c h ie v e d  r e s p e c t a b i l ­

i t y ,  I t  was no lo n g e r  th e  p ro p e r ty  o f  a  few  socleü. workers 

and u n i v e r s i t y  p r o f e s s o r s ;  i t  was cozmnon p r o p e r ty .  T h is

2 7 . L e t t e r s  to  L e t t e r s : qu o ted  In  Time. June 8 , 1936 .
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com pléta  change in  a t t i t u d e »  so qu ick ly»  made s o c i a l  s e c u r i t y  

a  fad» and c a r r i e d  w ith  I t  th e  d a n g e rs  w hich a lw ays r e s u l t  

from  fadism # As a  r e s u l t  we f in d  th e  movement f o r  s e c u r i t y  

now c o n ^ lic a te d  "by c o u n t le s s  fa d #  and nostrum s» some o f  th e  

m ost im p o r ta n t o f w hich we s h a l l  re v ie w  in  t h i s  and th e  n e x t 

th r e e  c h a p te rs*

M inor Nostrums and  F a n a c e a e .

From th e  h eg in n in g  o f  th e  d e p re s s io n :c o u n tle  es  schem es 

to  b r in g  an end to t h i s  econom ic c a ta s tro p h e  -  and to  f u r n i s h  

some m easure o f  s o c ia l  s e c u r i t y  f o r  th e  f u tu r e  were e v o lv e d . 

These v a r ie d  from  P r é s id e n t  H oover’ s  a t te m p t to  p re v e n t un*» 

employment th ro u g h  a  g en tlem e n ’ s  agreem ent w ith  b u s in e s s  to  

a l l  manner o f  p la n s  c a l l i n g  f o r  d r a s t i c  changes i n  o u r p o l i t i ­

c a l  and econom ic s t r u c tu r e *  Many o f them  found an e a r l y  

g rav e  I n  th e  w aste  b a s k e t  o f  some e d i t o r  o r  p u b lic  o f f i c i a l ,  

w h ile  o th e r s  -  due e i t h e r  t o  t h e i r  seem ing re a s o n a b le n e s s  o r  

th e  c o lo r  o f  t h e i r  le a d in g  p ro p o n e n ts  -  en jo y ed  f o r  a  tim e  a  

w ide p u b l ic  appeal*

Of a l l  th e  e a r l y  p la n a  propounded t o  end th e  d e p re s s io n  

and p ro v id e  s e c u r i t y .  T echnocracy  to o k  th e  f i r m e s t  h o ld  on 

th e  p o p u la r Im ag in a tio n #  I n  1922» s h o r t ly  a f t e r  t h i s  new est 

o f  p an ace as  had  been announced, th e  L i t e r a r y  D ig es t was a b le  

to  s a y :

"T echnocracy  i s  a l l  th e  rage*  A ll  over th e  
c o u n try  i t  i s  b e in g  t a lk e d  a b o u t, e x p la in e d , won­
d e re d  a t ,  p r a is e d ,  damned.

ife?a. L i t e r a r y  t)L ^esi. Dec . 31 . 1932. sJ"
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A ooordlng to  Howard S co tty  fo rm er e n g in e e r  and te e h n lo la n  

f o r  t^ o  iSusola SHoala P r o je o t  and th e  moving s p i r i t  and le a d *  

In g  p ro p h e t o f  th e  moveioont, th e  group r e e p o n a lh le  f o r  t h e  

fo u n d a tio n  o f  Teahnocr&oy waa o rg a n is e d  I n  1920* The o r i g i n a l  

g roup  In c lu d e d  th e  l a t e  C h a r le s  a te ln m e ts ,  e l e o t r l e a l  engin** 

e e r  o f  note* T h o ra te ln  Vehlen* r a d i c a l  econom ist*  Dr# R ic h a rd  

Tolman* D ir e c to r  o f  th e  C a l i f o r n ia  I n s t i t u t e  o f  Technology* 

and o th e r  te c h n o lo g là te  o f  p ro m lan ce# From 1921 th ro u g h  1932 

th e  h e a d q u a r te r s  o f  th e  g roup  was th e  campus o f  Columbia 

U n iv e r s i ty  i n  Hew York# Here# u n d er th e  d i r e c t io n  o f  S co tt*  

a group  o f  e n g in e e r s  *• r e c r u i t e d  m a in ly  from  th e  ra n k s  o f  

th e  unem ployed * worked on th e  m ain p r o j e c t  o f  th e  movement* 

known a s  th e  E nergy  Survey o f  K orth  America* The e n t i r e  

system  p roposed  was b a se d  upon S c o t t* s  h ig h ly  In v o lv e d  and  

complex "T heory o f  E nergy D e t e r m i n a n t s S c o t t *  I n  tu rn *  

p ro b a b ly  depended f o r  th e  b a s ic  e le m e n ts  o f  h i s  th e o r i e s  

upon th e  w r i t in g s  o f  Thor a t  an T eb len  and F . B* Soddy* a  

B r i t i s h  s c i e n t i s t * ^

The m ajo r t e n a n ts  o f  T echnocracy  were th r e e fo ld *  F i r s t

2 9 . Wavne W, P a r r i s h ,  IShat I s  T echnocracy . In  New O utlook.
Nov* 1932* p* 1 3 . 1 ^ r ^  ^

30* A lle n  Raymond, T echnocracy  O ffe rs  a  C ure. I n  C u rre n t 
p i s t o r y .  F eb . 1^33* p* 6 2 5 ',5 6 l.
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was th e  c o n te n t lo a  t h a t  w e a lth  I s  th e  p ro d u c t o f  en e rg y , 

human o r  m e c h a n ic a l, and t h a t  w e a lth  â io u ld  be m easured in  

te rm s  o f  en erg y  u n i t s  and n o t i n  te rm s  o f  o th e r  com m odities « 

Second, th e  human e lem en t in  th e  p ro d u c tio n  o f  goods h a s  be­

come, due to  th e  m achine oge, o f s t e a d i l y  d e c re a s in g  im por­

ta n c e ,  w ith  th e  r e s u l t  t h a t  th e  a c t u a l  s h a re  i n  p ro d u c tio n  

i s  no lo n g e r  a  j u s t  m easure o f human r i g h t s  to  consume th e  

p ro d u c ts  o f  in d u s try *  T h ird , th e  p r ic e  system  h as  become 

o b s o le te .  Such a  burden  o f  d e b t h a s  been accu m u la ted  t h a t  

i t  i s  c ru sh in g  s o c ie ty ,  p re v e n tin g  **industry from  w orking 

c o n tin u o u s ly  a t  an y th in g  l i k e  c a p a c i ty  an d  p re v e n tin g  th e  

p u b lic  g e n e r a l ly  from  consuming what p eo p le  co u ld  e a s i l y  

o b ta in  I f  th e  d e b t w ere I n v a l id a te d  and ♦ en erg y ’ laoney sub­

s t i t u t e d  f o r  th e  c u rre n c y  o f g o ld  and s i l v e r # ’*®̂

E la b o ra t in g  upon t h e i r  second  p o s tu la t e ,  th e  Techno­

c r a t s  p r e d ic te d  25 m i l l io n  unem ployed by 1954 and gave f i g ­

u re s  to  show t h a t  th e  n a t io n ’ s  i n d u s t r i e s  co u ld  n ev e r a g a in  

be e x p e c te d  to  ab so rb  o u r  g r e a t  army o f  unemployed* They 

concluded , w ith  in d is p u ta b le  l o g i c ,  th a t  a s  th e  m achine Im­

p ro v e s  we come n e a re r  and n e a re r  to  th e  e l im in a t io n  o f  a l l  

human employmentf The fu n d am en ta l c a u se s  o f  th e  d e p re s s io n , 

th e r e f o r e ,  w ere n o t p o l i t i c a l  b u t te c h n o lo g ic a l ,  s in c e

51# A lle n  Raymond, T echnocracy  O ffe rs  a  C ure. In  C u rre n t 
H is to ry ,  F eb . 1933, p .  525 -  531 .
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te e h n o lc ^ y  h as  aâveuacad to  th e  p o in t  Wiore a  r e l a t lT o ly  sm a ll 

number o f  h ig h  sp eed  m achine a  can  su p p ly  a l l  o f  th e  w an ts  o f  

a  g r e a t  number o f  p e r s o n s . Thus we have th e  e p e o ta c le  o f  

w ld o -ep read  e f f o r t s  to  p u t men t o  work when th e r e  I s n ^ t  work 

to  be  done and when m achines a r e  i n f i n i t e l y  more e f f i c i e n t  

th a n  human la b o r  anyway. Even th e s e  s ta te m e n ts  co u ld  n o t 

g iv e  th e  com plete  p i c t u r e ,  s a id  th e  T e c h n o c ra ts , s in c e  in d u s ­

t r y  had  lo n g  s in c e  ad o p ted  th e  p o l ic y  o f  s e l l i n g  cheap goods 

i n  o rd e r  to  make re p la c e m e n ts  n e c e s s a ry , th u s  p ro v id in g  f o r  

th e  c o n tin u e d  o p e r a t io n  o f  f a c to r i e s *  I n  f a c t ,  " i f  in d u s t r y ,  

w ith  what i t  knows to d a y , i^ o u ld  s e l l  t o  t h e  A m erican p e o p le  

th e  b e s t  t h a t  i t  cou ld  p ro d u ce , m ost f a c t o r i e s  would have t o  

be s h u t  down f o r  a p e r lo d  o f y e a r s "  a f t e r  o n ly  a  few  months 

o f  c a p a c i ty  opera tion*® ^

T echnocracy*s s o lu t io n  to  o u r  econom ic I l l s  was a  

d r a s t i c  change I n  o u r p o l i t i c a l  and econom ic s t r u c t u r e  c a l l ­

in g  f o r  a  governm ent c o n t r o l l e d  by e n g in e e rs  and te c h n ic ia n s  

and th e  com plete a b o l i t i o n  o f  ou r p r ic e  sy s te m . The govern­

ment would operâbe I n d u s t r y  f o r  u se  and n o t f o r  p r o f i t  and th e  

q u a l i t y  o f  p ro d u c ts  would be l im i t e d  o n ly  by th e  l i m i t s  o f  

te c h n ic a l  know ledge. The goods p roduced  by in d u s tr y  w ould

3 2 . Wayne W. P a r r i s h ,  What i s  T echnocracy , i n  New O u tlo o k , 
Nov. 1932, p .  1 3 -1 8 .
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re a o h  th e  in d lv td u e il con aim er th ro u g h  th e  exchange o f **energy 

c e r t i f i c a t e s "  f o r  th e  goods wanted^ The goods th e m se lv e s  

would h e  r a te d  o r  " p r ic e d "  In  th e  te rm s o f th e  e n e rg y  u n i t s  

r e q u ir e d  t o  make and d i s t r i b u t e  them , and wages would b e  

d e te rm in ed  a c c o rd in g  to  th e  same en e rg y  u n i t s #  Thus th e  

"m onetary" system  would h e  b ased  upon an in v a r i a n t  u n i t  

r a t h e r  th a n  o u r h ig h ly  v a r ia b le  com m odities o f  g o ld  and  s i l v e r .  

The T e ^ n o c r a t s  e s t im a te d  t h a t  w ith  In d u s try  th u s  b e in g  o p e r­

a te d  by t r a in e d  te c h n ic ia n s  and  m ach ines b e in g  u se d  to  th e  

l i m i t  f o r  th e  b e n e f i t  o f  a l l  th e  p eo p le  " th e  amount o f  w ork 

r e q u ir e d  to  p ro v id e  t h i s  n a t io n  w ith  a  much h ig h e r  s ta n d a rd  

o f  l i v i n g  would be much l e s s  th a n  th e  amount o f  work we have 

had  to  do in  th e  p a s t  u n d e r th e  p r i c e  system #" The u s u a l 

f ig u r e  u sed  by th e  T e c h n o c ra te  f o r  i l l u s t r a t i v e  p u rp o se s  was 

th e  e s t im a te  t h a t  f o u r  h o u rs  a  day p e r  w orking p e rso n  f o r  

f o u r  days a  week would s u f f i c e  to  p ro d u ce  a  s ta n d a rd  o f

l i v i n g  f o r  th e  U n ite d  S ta t e s  te n  tim e s  h ig h e r  th a n  t h a t  e n -
33jo y e d  i n  th e  peak y e a r  o f  p r o s p e r i ty ,  1929»

T h is  p h ilo so p h y  im m ed ia te ly  s e is e d  th e  p u b l ic  fa n c y  and 

T echnocracy  became a  fad »  What a  p o l i t i c a l l y  a m b itio u s  le a d ­

e r  m igh t have a o c o n ^ lish e d  w ith  such  a  weapon i s  p ro b le m a ti­

c a l ,  b u t  Howard S c o t t  and h i s  fo l lo w e rs  w ere n o t p o l i t i c i a n s #  

TNhlle a ro u s in g  trem endous i n t e r e s t  and c r e a t in g  h e a te d

33» Wayne W. P a r r i s h ,  Technocracy* a C halleng;e. in  New 
O u tlook . Jan* 1933, p .  1 3 -1 6 .
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d is c u s s io n  tîiro u g h o u t th e  e n t i r e  c o u n try , th e  movement re«* 

m alned i n  th e  re a lm  o f  th e  academ ic # I t s  immedl a te  e f f e c t  

upon e o n d ltio n e  was th e r e f o r e  v e ry  a l ig h t#  As one w r i t e r  e x ­

p re s s e d  th e  S i tu a t io n  co n ce rn in g  T echnocracy*a chan ces  o f  

b r in in g  ab o u t any  e s s e n t i a l  change in  th e  sy stem  in  th e  f a c e  

o f  th e  avoeed  p o l i t i c a l  d i s i n t e r e s t  o f  th e  l e a d e r s t

"The p r ic e  system  h a s  h o b b led  a lo n g  now f o r  
many e e n tu r ie s * « «  A ssu re d ly  i t  w i l l  ta k e  more 
th a n  dogm atic pronouncem ents t h a t  I t  m ost a b d ic a te  
to  make I t  do so# T here I s  l i t t l e  u se  dream ing 
ab o u t th e  g l o r i e s  o f  a  p ro m ised  la n d  w ith o u t con** 
s id e r in g  m eans o f  g e t t i n g  there#**®^

I n  s p i t e  o f th e  la c k  o f  p o l i t i c a l  *fiex*appeal" o f  th e  

movement, th e  la c k  o f  p r a c t l  e d i t  y  o f  th e  l e a d e r s ,  an d  th e  

e x a g g e ra te d  f ig u r e s  o f t e n  a r r i v e d  a t  l a  th e  s tu d ie s  p u b lis h e d , 

i t  would be  d i f f i c u l t  to  d is m is s  T echnocracy  a s  o f  no fo rc e  

i n  th e  g e n e ra l  movement f o r  s o c ia l  s e c u r i ty #  For one th in g  

T echnocracy  d id  c a l l  s e r io u s  a t t e n t i o n  to  im p o r ta n t d e f e c t s  

o f  ou r economic s e t-u p #  Kven th e  m ost v io le n t  c r i t i c s  o f  

I t s  c o n c lu s io n s  found I t  v e ry  h a rd  to  d is a g re e  w ith  th e  

g e n e ra l  t r e n d s  shown by i t s  f ig u re s #  I t  d id  s t a r t  p eo p le  

th in k in g  and b ro u g h t home th e  f a c t  t h a t  te c h n o lo g ic a l  unem­

ploym ent and ou r d e b t - e r e d i t  s t r u c t u r e  in  t h i s  c o u n try  co u ld  

n o t  c o n tin u e  to  be Ignored#  I n  th e  words o f th e  C lev e lan d  

P ress#  T echnocracy  h e lp e d  b r in g  th e  r e a l i s a t i o n  t h a t :

31# I'ayne T e ls h a a r ,  T aehnogracy  -  An A -o rra lsa l. In  N o rth  
A m erican Review# Feb# 19SS, p#**T2a#
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"We a re  n o t  f a r  from  th e  d a te  when s h o r t e r  
h o u rs  tb rou{;hout I n d u s tr y ,  th e  (d iversion  o f  more 
o f  th e  f r u i t s  o f th e  in d u s t r y  to  th e  w o rk e rs , 
unemployjiaent in-^uranee, o ld-an^ï p e u p lo n s , some 
k in d  o f econom ic p la n ti in s , seme k in d  o f s o c i a l  » .  
c o n t ro l  o f th e  h u s ia e s s  c y c le ,  a r e  im p e ra tiv e

L a te r  In  p o in t  o f  tim e , and th e  " l e s s e r "  n o s tru m s,

p e rh a p s , o n ly  due to  th e  p rem atu re  d e a th  o f  I t s  le a d in g  f i g ­

u r e ,  was th e  S h a re - Our-Woa3-th m vem ont o f  th e  l a t e  Huoy P . 

Long, tJn lte d  S ta t e s  S e n a to r  from  lo u lè la n a *  T h is  movement 

o r ig in a te d  a s  th e  p e rs o n a l im ch in e  o f  th e  S e n a to r , and  he 

h ad  been to  c o n s id e ra b le  tim e  and e f f o r t  p i l o r  t o  h i s  

a s s a s s in a t io n  to  b u i ld  I t  up a s  a  f o r c e  to  be reck o n ed * w ith  

I n  n a t io n a l  p o l i t i c s  i n  1230 , S ta r t in g  from  th e  " t i g h t  

l i t t l e  em pire" he  had b u i l t  f o r  h im s e lf  in  L o u is ia n a , S e n a to r  

Long an d  h i s  o rg a n iz e r ,  Ileverend G era ld  L , K* Sm ith , and h i s  

l a r g e  s o c r e tn r l a l  s t a f f  in  W ashington had gone a  lo n g  tmy 

tow ard  e x te n d in g  th e  S hare-O ur-W ealth  movement to  t h e  e t h e r  

s t a t e s .  The movement was p u b l ic iz e d  byumeans o f  th e  r a d io ,  

c i r c u l a r s ,  l e t t e r s ,  and "sp eak in g  ja u n ts "  o f s e v e r a l  o rg a n ­

izers#*^®

The p ro c e s s  o f  o r g a n iz a t io n  was sim ple#  Clui a w ere 

form ed W herever p o s s ib le  ^ a  s t im u lu s  to  o rg a n iz a t io n  T/ork 

b e in g  found i n  th e  f a c t  t h a t  th e  o rg a n iz e r  o f a  lo c a l  c lu b  

cou ld  e a s i l y  become c lu b  p re s id e n t#  ^Vnyone cou ld  jo in ;

35# C le v e la n d  P re s s  q u o ted  l a  L i t e r a r y  D ig e s t . Deo, 31, 1232, 
P # 5* *

36# Time. A p r i l  1^ 1935, p ,  15-17»
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th e r«  were no member req u ire m e n t », no û v ^ s . P ro a p e c tiire

members sim pXj elgneA  and tu rn e d  In  a  c a rd  b e a r in g  th e  

le g e n d  "Share^O ur*W ealth » S v ery  Man a  King** They w ere th e n  

k e p t s u p p lie d  w ith  th e  l i t e r a t u r e  o f  th e  o r g a n iz a t io n  and
37w ith  w eekly c o p ie s  o f  Kpey’ s  m agazine, The Amor 1 dan P i ^ ^ e s e .

The program  o f  th e  o rg a n iz a t io n  was s lz z ^ le . The plat*»

form  a s  s t a t e d  in  th e  pam phlet g iv en  each  new member s t a t e d

t h a t  th e  p u rp o se s  o f th e  movement w ere;

•1* To l i m i t  p o v e r ty  by p ro v id in g  t h a t  e v e ry  
d e s e rv in g  fa m ily  s h a l l  s h a re  i n  th e  w e a lth  o f  
Amerlcar f o r  n o t l e s s  th e n  o n e « th lrd  o f  th e  av e rag e  
w e a lth , th e re b y  to  p o s s e s s  n o t l e s s  th a n  #5 ,000  
f r e e  o r  d e b t .

*2* To l i m i t  f o r tu n e s  to  such few  m i l l io n  
d o l l a r s  a s  w i l l  a llo w  l^ e  b a la n o e  o f th e  American 
p eo p le  to  sh a re  I n  th e  w e a lth  and p r o f i t s  o f  th e  
land*

* 3 . O ld-age p e n s io n s  o f  #30 a  month to  p e rso n s  
o v e r  s i k t y  y e a r s  o f  ag e  sAio do n o t e a r n  a s  much a s  
#1000 p e r  y e a r  o r  who p o s se s s  l e s s  th a n  #10,000 i n  
cash  o r  p ro p e r ty ,  th e re b y  t o  remove from  th e  f i e l d  
o f  la b o r  in  tim e s  o f  unemployment th o s e  who have 
c o n tr ib u te d  t h e i r  s h a re  to  th e  p u b l ic  s e rv ic e *

4 . To l im i t  th e  h o u rs  o f  work to  su ch  an 
e x te n t  a s  to  p re v e n t o v e r -p ro d u c tio n  and t o  g iv e  
th e  w orkers o f  Am erica some sh a re  in  th e  r e c r e a t io n s ,  
co n v e n ie n c e s .a n d  lu x u r i e s  o f  l i f e *

” 5 . To b a la n c e  a g r i c u l t u r a l  p ro d u a tlo n  w ith  
vA at can  be s o ld  and  consumed a c c o rd in g  t o  th e  law s 
o f  God, w hich have n ev e r f a i l e d *

” 6* To c a re  f o r  th e  v e te r a n s  o f  o u r wars*
«7 . T a x a tio n  to  ru n  th e  governm ent to  be su p p o r te d , 

f i r s t ,  by re d u c in g  b ig  f o r tu n e s  from  th e  to p .  th e re b y  
to  im prove th e  c o u n try  and p ro v id e  employment i n  
p u b l ic  works w henever a g r i c u l t u r a l  s u rp lu s  i s  such  a s  
to  r e n d e r  u n n e c e ssa ry , in  whole o r  i n  p e r t#  any

37# Eoddin#; C a rte r . Eow Como Huey lo n ^ . i n  Now R epublic . 
F eb . 1 3 , 1935, p T T l : l 4 T  ---------- ^ ^
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p a r t i c u l a r  crop*"®®

T h is  p la tfo rm  a s  a m p lif ie d  from  tim e  to  tim e by  S e n a to r  Long 

came to  in c lu d e  th e  p rom ise o f  a  jo b  w ith  an  income o f  $2500 

y early »  a  home, a rad io »  and an  au to m o b ile  f o r  e v e ry  fa m ily  

in  th e  co u n try *  A c o l le g e  e d u c a tio n  was to  be g iv e n  to  

e v e ry  c h i ld  aftio co u ld  p ro v e  by an  i n t e l l i g e n c e  t e s t  t h a t  he 

d e se rv e d  I t *  I f  n e c e s s a ry , a l l  ex p en ses  o f  th e  c o l le g e  edu­

c a t io n  would be p a id  by th e  governm ent, s in c e  " i f  men in  th e  

army can  be fe d , b o a rd ed , and c lo th e d  v h i l e  we te a c h  them  

how to  k i l l ,  we can do a s  much f o r  o u r b e s t  m inds w h ile  th e y  

a re  b e in g  t r a i n e d  to  l i v e . "

The s im p l ic i ty  o f  th e  program  to  be f u r th e r e d  d id  n o t ,
40a s  one c r i t i c  a p t ly  s u g g e s ts ,  im p ly  c l a r i ty *  Huey, b e in g  

th e  p o l i t i c i a n  and  th e  demagogue t h a t  he was, d id  n o t i n ­

te n d  to  convey a n y th in g  s p e c i f i c  in  h i s  s u g g e s t io n s .  He i n ­

ten d ed  to  convey to  th e  Unhappy lo w er c l a s s e s  o n ly  th e  f a c t  

t h a t  he b e l ie v e d  i n  a  new s o c i a l  o rd e r  in  sAilch th e  minimum 

o f p o v e r ty  would be d r a s t i c a l l y  r a i s e d ,  th e  r ic h  somehow to  

f o o t  th e  b i l l  th ro u g h  a  c a p i t a l  le v y .^ ^

3 8 . C. W. Swing, The Menace o f  Huey Long, i n  N a tio n . J a n .
23, 1935, p .  9 8 -lb S l

3 9 . G era ld  L . K. Sm ith , How Come Huey Long, in  New R e p u b lic . 
F eb . 13, 1935, p .  15%

4 0 . Hodding C a r te r ,  How Come Huey Long, i n  New R e o u b lie .
F eb . 13, 1935, p T T l^ ^ ïiT

4 1 . Swing, o p . c i t . ,  p .  9 8 -1 0 0 .
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To th e  ed u ca ted  c la s s e s  t h i s  S h are-O ur-W ealth  p h i lo s o ­

phy had no a p p e a l g and th e  a p p e a l o f  S e n a to r  Long h im s e lf  

was d e c id e d ly  n e g a t iv e . Even th e  a r c h - l i b e r a l  New R ep u b lic  

cou ld  f in d  no word o f  p r a i s e  f o r  L o u is ia n a ’ s  d i c t a t o r  In  th e  

f i e l d  o f  le a d e r s h ip  In  th e  s o c ia l  s e c u r i t y  movement* The 

c r i t i c i s m s  o f t h i s  m agazine p e rh ap s  b e s t  sum up th e  f e e l i n g  

o f  th e  more i n t e l l i g e n t  tow ard  th e  e n t i r e  program :

1* The p roposed  c a p i t a l  le v y  w u ld  f a l l  to  p ro v id e  
th e  $5000 e s t a t e  and th e  p ro p o sed  minimum wage* No 
f ig u r e s  were e v e r  p roduced  to  show t h a t  Such a  le v y  
co u ld  accom plish  more th a n  a  sm a ll f r a c t i o n  o f vAat 
would be e rp e o te d  from  I t  *
2* S e n a to r  Long I s  an e x tre m e ly  Ig n o ra n t  man from  an 
economic p o in t  o f  v iew . E vidence o f  t h i s  I s  shown 
In  th e  f a c t  t h a t  he a p p a r e n t ly  f a i l e d  to  r e a l i z e  th e  
I m p o s s ib i l i ty  o f  d iv id in g  p ro p e r ty  f o r  th e  pu rpose  
o f  h i s  c a p i t a l  levy» and t h a t  th e  v a lu e  o f  I n d u s t r i a l  
p ro p e r ty  l i e s  In  I t s  u s e .
3* Furtherm ore» h i s  s i n c e r i t y  I s  e x tre m e ly  d o u b tfu l*
A ll  ev id en ce  p o in t s  to  a  demagogue making p o l i t i c a l  
c a p i t a l  o f  econom ic m ise ry  and a ro u s in g  f a l s e  hopes 
t h a t  he co u ld  n o t and would n o t In te n d  to  f u l f i l l *
4* A gain th e  r e c o rd  I s  a g a in s t  S e n a to r  Long. He h a s  
co m p le te ly  f lo u te d  d em o cra tic  p ro c e s s e s  o f  a l l  k in d s  
In  L o u is ia n a .
5 .  He I s  e s s e n t i a l l y  a  dangerous man from  a  l i b e r a l  
p o in t  o f  view  and v l t h  a  g r e a t  n a t io n a l  m achine be­
h in d  him would be a p o s s ib le  end p ro b a b le  sp ea rh ead  
o f  n a t io n a l  fa c lsm  end d ic ta to r s h ip .^ ®

N e v e r th e le s s  In  s p i t e  o f th e  f a c t  t h a t  th e  e n l ig h te n e d

c la s s e s  th e  c o u n try  o v e r h e a r t i l y  s u b s c r ib e d  to  t h i s  view»

Huey’ s  o rg a n iz a t io n  grew to  an e s tim a te d  mem bership o f  a b o u t

f iv e  m i l l io n  w ith in  a  few m onths, and some e s t im a to r s  f e l t

t h a t  h e  m igh t have been  a b le  to  p o l l  te n  m i l l i o n  v o te s  In

4 2 . New R e p u b lic . March 20, 1935, p .  146-147 ,

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



so.

oaso he shou ld  ru n  f o r  p r e s id e n t  in  1036 •  s u f f i c i e n t  s t r e n g t h  

to  g iv e  him a  v e ry  d e f i n i t e  n u isa n c e  v a lu e  in  th e  n a t io n a l  

p o l i t i c a l  a re n a . Many o f  th e  n a t io n ’ s  l e a d e r s  p r i v a t e l y  ad ­

m i t te d  t h a t  th e  p ro s p e c t  o f vdiat Huey m igh t b u i ld  up i n  th e  

nmy o f  p o l i t i c a l  s t r e n g th  by 1940 gave them th e  " j i t t e r s " .

Thousands o f  peop le  i n  th e  U n ite d  S ta t e s  m ust have heaved
43s ig h s  o f  r e l i e f  when he was removed from  th e  sc e n e #

Now th e  q u e s tio n  i s :  co u ld  i t  be p o s s ib le  t h a t  a  move*

ment le a d  by a  demagogue* a  man vdiose I n s i n c e r i t y  was a l l  

to o  a p p a re n t, a  movement v h ich  a p p e a le d  to  c l a s s  an tagon ism  

and p re ju d ic e ,  a  movement which had no sound economic fo u n d a­

t i o n ,  and w hich a p p e a le d  o n ly  to  th e  p o o r ly  ed u ca ted  and th e  

i l l i t e r a t e  * co u ld  such a movement p o s s ib ly  make any c o n t r i ­

b u tio n  to  th e  movement f o r  s o c i a l  s e c u r i ty ?  A gain we f in d  

i t  d i f f i c u l t  to  push  th e  e n t i r e  movement a s id e  a s  som eth ing  

o f no v a lu e*  The v a lu e  o f  Huey* L o n g 's  movement l i e s  i n  th e  

f a c t  t h a t  t h i s ,  l i k e  T echnocracy , h a s  h e lp e d  to  c a l l  th e  

a t t e n t i o n  o f  a l l  c l a s s e s  to  th e  f a c t  t h a t  ou r system  can 

s ta n d  p le n ty  o f re fo rm in g *  F u rth e rm o re , th e  grow th o f  t h i s  

movement in d ic a te d  r a t h e r  f o r c e f u l l y  t h a t  a l l  o f  th e  p eo p le  

d id  n o t  In te n d  to  w a it i d l y  o r  to  s u f f e r  in  s i l e n c e  u n t i l  

some happy, a c c id e n t  r e s u l t e d  in  some a t t e n t i o n  b e in g  g iv e n  

to  th e  f a c t  t h a t  th e r e  can  be no r e a l  p r o s p e r i ty  u n t i l  m ass 

s e c u r i t y  i s  e s ta b l is h e d *  The e x is te n c e  o f  a  h ig h ly  in flam m able  

p o l i t i c a l  e lem en t in  our s o c ie ty  was c l e a r l y  r e v e a le d ,

_  A p r i l  1 . 1935* T), 15*17.
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Huey Lon^ ehould s e rv e  me a  w am ltig  to  o u r  lu d u s t i ja l  l e a d e r s  

and to  our s ta te sm sn  a  w arn ing  o f  what a  s k i l l f u l  and 

s l a v e r  " rab b le -ro u ser* *  m i ^ t  be e x p e e te d  to  aeoongplisb . To 

th e  e x te n t  t h a t  tho  S hare-O ur-W ealth  movenient h a s  s t im u la te d  

th e  d e te rm in a tio n  o f  a l l  c l a s s e s  to  rén o v a  th e  v e ry  b a s i s  o f  

such movements « i n s e c u r i t y  and m ise ry  among th e  m asses -  to  

t h a t  e x te n t  h as  i t  been  a  g a in  in  th e  s e a rc h  f o r  s o c i a l  

s e c u r i t y .
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CHAPnSR I I I  

UPTON SINCLAIR AND EPIC 

m stO TSL  Mpmmoa-t

I n  C a l i f o r n ia  i n  1933 began one o f  th e  tnost a p e o ta e u la r  

a t te m p ts  to  **do som eth ing" abou t th e  d e p re s s io n  and t o  a c h ie v e  

perm anent s e c u r i t y  f o r  t h a t  p o r t io n  o f  th e  p eo p le  who had  

alw ays known th e  g r e a t e s t  d eg ree  o f  I n s e c u r i t y .  I n  t h a t  y e a r  

Upton S in c l a i r  la u n ch ed  h i s  cam paign f o r  th e  g o v e rn o rsh ip  o f  

C a l i f o r n ia  and w ith  I t  h i s  EPIC (End P o v e r ty  i n  C a l i f o r n ia )  

p lan*  S in c e  Upton S in c l a i r  was# and s t i l l  I s#  th e  g u id in g  

s p i r i t  o f  t h i s  movement# a  s h o r t  re v ie w  o f  h i s  c a r e e r  sh o u ld  

precede# perhaps# any  d is c u s s io n  of h i s  p lan*

Upton S i n c l a i r  h a s  been a  l i f e - l o n g  S o c i a l i s t  a lth o u g h  

he was b o m  In to  a  c o n v e n tio n a l S o u th ern  fam ily *  He h as  

l i v e d  by  h i s  pen  a l l  h i s  l i f e #  hav ing  begun h i s  c a r e e r  a s  an 

a u th o r  a t  th e  age o f s ix te e n *  He has been one o f  o u r m ost 

p r o l i f i c  American a u th o rs#  h av in g  w r i t t e n  f o r ty - n in e  books 

( fo r ty - tw o  s t i l l  in  p r in t} #  a  number o f  p lay s#  and  c o u n t le s s  

pam phlets and a r t i c l e s *  He i s  o f t e n  c a l l e d  th e  b e s t  s e l l i n g  

and m ost w id e ly  re a d  A m erican a u th o r  in  E urope. E ls  n o v e l,

The Ju n g le , s h a re s  w ith  H a r r ie t  B eecher S tow e’ s  U ncle Tom’ s 

Cabin th e  d i s t i n c t i o n  o f  b e in g  th e  caaly U n ite d  S ta t e s  n o v e ls  

to  have changed th e  co u rse  o f  h is to r y *  M ost o f  h i s  l i f e  he 

h a s  b een  w orking o r  w r i t in g  In  some "c a u se "  o r a n o th e r .  S in ce  

moving to  C a l i f o r n ia  i n  1915# he  h a s  ru n  f o r  governor tw ic e
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and U n ited  s t a t e s  S e n a to r  onee on th e  S o o l a l l s t  t i c k e t*  By 

1933 he had d e c id e d  t h a t  he waa n o t g e t t i n g  anirsjhere w ith  

h ie  **oause8** aa  a  S o c l a l l a t ,  so he d e c id e d  to  t r y  to  make 

p ro g re s s  hy ta k in g  o v e r  th e  D em ocratic  p a r ty  f o r  h i a work# 

T h e re fo re  he announced h i s  can d id acy  f o r  th e  D em ocratic  

g u h e rn a to r ia l  n o m in a tio n , and p re s e n te d  h i s  EPIC p la n  I n  a  

l i t t l e  hook c a l le d ,  ^  G overnor o f  C a l i f o r n ia  end How 

Ended P o v e r ty , a  y e a r  b e fo re  th e  p r im a r ie s  w ere to  ta k e  

p la c e  in  1934 .^*

For many y e a rs  I t  had been Upton S i n c l a i r 's  b e l i e f  t h a t  

" th e  c o n d it io n  o f  th e  mass o f  w orkers In  th e  U n ite d  S ta te s  

h a s  been g e t t i n g  s lo w ly  b u t s t e a d i l y  w orse f o r  th e  p a s t  

t h i r t y - f i v e  y e a r s " ,  and a t  th e  same tim e t h a t  th e s e  poor 

were g e t t i n g  p o o re r , th e  r i c h  w ere g e t t i n g  r ic h e r*  F u r th e r  

he was c e r t a i n  t h a t  th e  r e a l  c a u se s  o f  p o v e rty  w ere to  be 

found , n o t in  n a tu r a l  econom ic p ro c e s s e s ,  b u t in  th e  " a c t io n s  

o f  men"#^®

The a c t io n s  o f  men w hich have made p o v e rty  i n  A m erica, 

he  p ro c la im e d , have b een i F i r s t ,  o u r  banking system  (" th e  

A m erican bank ing  system  i s  th e  m ost p e r f e c t  c o n tr iv a n c e  y e t  

d e v ise d  by th e  human b ra in  f o r  making th e  r i c h  r i c h e r  and th e  

poo r p o o re r " ) I  second , th e  p r o te c t iv e  t a r i f f  ( " th e  p r o te c t iv e

4 4 . Time. O c t. SB, 1934, p .  1 3 -1 6 .
4 5 . Upton S i n c l a i r .  L e t t e r s  t o  Judd ( P asad en a . 19 3 3 ). 

p .  8 -1 0 . '
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t a r i f f  In  th e  p a e t  t h l r t y - f l v a  y e a r s  h a s  red u ced  th e  r e a l  

wages o f  th e  Aiioerioan workingman hy f iv e  p e r  c e n t* ) ;  t h i r d ,  

c o r ru p t  In f lu e n c e  o f A m erican b u s in e s s  i n t e r e s t s  upon govern ­

ment ( ’•not o n ly  do th e y  r o b  you; th e y  make you want to  he 

ro b b ed , and th e y  make you pay  them f o r  te a c h in g  you to  want 

to  be ro b b e d " ) ; f o u r th ,  p r i v i l e g e s  g ra n te d  to  l a r g e  I n t e r e s t s  

by th e  c o u r ts  a t  th e  expense  o f  l a b o r  ( "ev ery  tim e  an e x -  

c o rp o ra tlo n  law y er on t h e  bench I s s u e s  an  I n ju n c t io n  w hich 

sm ashes a  s t r i k e ,  he I s  re d u c in g  th e  a v e ra g e  r e a l  wages o f  

th e  w o rk ers  o f  A m e ric a " ) | f i f t h ,  th e  w aste  In h e re n t  i n  an  

i n d u s t r i a l  system  o p e ra te d  f o r  p r o f i t  ( " th e  e x is te n c e  o f  

American I n d u s t r y  depends upon o u r  s e l l i n g  c o tto n  s h i r t s  to  

Chinamen, «ho a re  so  p o o r th e y  e a n * t a f f o r d  b u t one s h i r t  a t  

a  tlme")**^®

Unemployment he re g a rd s  a s* k  d is e a s e  o f th e  p r o f i t  sy s ­

tem , In c u ra b le  u n d er t h a t  sy s te m "* I n  h i s  d e f i n i t i o n  o f  

"h a rd  tim e s"  he I n d i c t s  o u r  system  even more b i t t e r l y :

"Hard tim e s  a r e  te n a n t  fa rm e rs  s ta r v in g  be­
cause  th e y  have r a i s e d  to o  much fo o d !  H ard tim e s  
a r e  w eavers In  r a g s ,  b e c a u se  th e y  have made to o  
much c lo th in g !  Hard t im e s  a re  c a r p e n te r s  home­
l e s s ,  b ecau se  th e y  have b u i l t  to o  many h o u se s !
Hard tim e s  a r e  workingmen who have f i n i s h e d  making 
th e  w orld  f o r  t h e i r  m a s te r s ,  and a r e  o rd e re d  to  
move on to  some o th e r  p la n e t |" 4 7

These b e in g  th e  b e l i e f s  which S in c l a i r  had  h e ld  a l l  h i s  

l i f e ,  and th e s e  b e in g  th e  c o n d i t io n s  w hich he had a lw ays

4 d . Upton S i n c l a i r ,  L e t t e r s  to  Judd  (P asad en a , 1933) p •10-42 
47# I b i d . ,  p .  41- ;Z.
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fo u g h t to  e l im in a te ,  I t  waa n a t u r a l  t h a t  th e r e  sh o u ld  be

n o th in g  new in  h i s  EPIC p la n .  E v e ry th in g  In  i t  may be found ,

r e p e a te d  many tim e s , in  h i s  o th e r  w r i t i n g s .  The n o v e lty  l a y

s im p ly  i n  th e  f a c t  t h a t  he had  s e t  o u t  to  "o a p tu re  th e  Demo-
48e r a t i o  p r im a r ie s  and u se  an o ld  p a r ty  f o r  a  new jo b ."  

O therw ise  h i s  p la n  was s im p ly  an announcem ent o f  id ia t he 

would do, i f  g iv e n  th e  o p p o r tu n ity  t o  c o r r e c t  th e  i l l s  which 

b e s e t  th e  system  -  th e  i l l s  w hich w ere cau sed  by " th e  a c t io n s  

o f  m en."

As a  b a s i s  f o r  th e  p la n  announced tw e lv e  p r in c ip l e s  

w ere announced. These were s im p ly  g e n e ra l  s ta te m e n ts  and 

from  th e s e  th e  d e t a i l s  o f th e  m ethod o f  end ing  p o v e r ty  w ere 

e v o lv e d . The tw elve  p r i n c i p l e s  o f  EPIC:

" 1 . God c r e a te d  th e  n a tu r a l  w e a lth  o f  th e  e a r th  
f o r  th e  use  o f  a l l  men, n o t a  few .

" 2 . God c r e a te d  men to  s e e k  t h e i r  own w e lf a r e ,  
n o t  t h a t  o f  m a s te r s .

"3 . P r iv a te  ow nership  o f  t o o l s ,  a  b a s is  o f 
freedom  when to o l s  a re  s im p le , becomes a  b a s i s  o f  
enslavem en t when to o ls  a re  com plex.

"4 . A u to cracy  i n  in d u s t r y  can n o t e x i s t  a lo n g s id e  
dem ocracy i n  governm ent.

"5 . When some men l i v e  w ith o u t w ork ing , o th e r  
men a re  w orking w ith o u t l i v i n g .

"6 . The e x is te n c e  o f lu x u ry  in  th e  p re se n c e  o f  
p o v e r ty  and d e s t i t u t i o n  i s  c o n tra ry  to  good m o ra ls  
and sound p u b lic  p o l i c y .

"7 . The p r e s e n t  d e p re s s io n  i s  one o f  abundance, 
n o t  s c a r c i t y .

"8 . The cause o f  th e  t r o u b le  i s  t h a t  a sm all 
c l a s s  h a s  th e  w e a lth , w h ile  th e  r e s t  have th e  d e b t s .

”9 . I t  i s  c o n tra ry  to  common se n se  th a t  men 
sh o u ld  s ta r v e  b ecau se  th e y  have r a i s e d  to o  much fo o d .

4 8 . S i n c l a i r ,  I . G overnor o f  C a l i f o r n ia  and How I_ Ended 
p o v e r ty  in"~CeJiffemiaV A True S to ry  o f  th e  F u tu re  
(Los A ngeles, 1 9 3 4 ) , f r o n t  c o v e r•
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M1 0 . d o » tru 6 t io a  o f  fo o d  o r  o th e r  w ealth»
o r  th e  l i m i t a t i o n  o f  p ro d u c tio n  l a  economic I n s a n i t y .

" 1 1 . The remedy 1» to  g iv e  th e  w o rk ers  a c c e s s  to  
th e  means o f  p ro d u c tio n , and l e t  them p roduce  f o r  
th e m se lv e s , n o t  f o r  o th e rs #

" 1 2 . T h is  change can he b ro u g h t ab o u t by  a c t io n  
o f  a  j ÿ j o r l t y  o f  th e  people» and t h a t  I s  th e  A m erican

B r ie f l y ,  th e  EPIC program  co u ld  be sunmed up a s  a  p ro p o s­

a l  to  ta k e  th e  unemployed o f  th e  s t a t e  o f  C a l i f o r n ia ,  and 

p u t them on th e  la n d  w hich was b e in g  ta k e n  b y  th e  s t a t e  f o r  

ta x e s ,  o r  th e  la n d  upon w hich m ortgages w ere b e in g  f o r e c lo s e d .  

These unem ployed would th e n  be s u p p lie d  i d t h  t o o l s ,  m achin­

e ry , seed , and so on, and a llo w ed  to  p roduce  t h e i r  own fo o d , 

a s  much o f  I t  a s  p o s s ib le  -  p ro d u c tio n  b e in g  f o r  u se  and n o t 

f o r  p r o f i t .  R e a l iz in g  t h a t  a l l  th e  unem ployed w ere by no 

means fa rm e rs , n o r could  th e y  v e ry  e a s i l y  have  been  nade 

I n to  fa rm e rs ,  EPIC p roposed  to  supplem ent th e  la n d  c o lo n y  

a n g le  o f  th e  program  by buying  o r le a s in g  f a c t o r i e s  and  o th e r  

p ro d u c in g  p l a n t s  w hich were I d l e  o r  b e in g  o p e ra te d  a t  a  l o s s .  

H ere th e  unem ployed would be a llo w ed  to  p ro d u ce  o th e r  

n e c e s s i t i e s  o f  l i f e  to  be exchanged f o r  th e  fo o d  p roduced  In  

th e  la n d  c o lo n ie s .  The s t a t e  would p ro v id e  th e  money to  

s t a r t  th e s e  e n t e r p r i s e s  and would assume th e  management u n t i l  

such tim e  a s  each  e n t e r p r i s e  had  p a id  f o r  I t s e l f ;  th e n  th e  

e n t e r p r i s e  would become th e  p r o p e r ty  o f  th e  w orkers*  The

49 » S i n c l a i r ,  I^  G overnor o f C a l i f o r n ia  and How I^ Ended 
p o v e r ty  I n  C a l i f o r n ia : A True S to ry  o f  th e  F u tu re

(Los A ng eles , 1 9 3 4 ), page 1 0 .
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s t a t e  nouXd a lso p ro T ld e  a  sy stem  o f  s c r ip  o r  c e r t i f i c a t e s  o f  

exchange o f  some s o r t  to  f a c i l i t a t e  th e  exchange o f  p ro d u c ts  

among th e  v a r io u s  p a r t s  o f  th e  sy stem . These c e r t i f i c a t e s  

would r e p r e s e n t  goods produced* and each w orker w ould he 

p a id  i n  th e  same ty p e  o f  c e r t i f i c a t e s ,  a c c o rd in g  to  h i s  sh a re  

i n  p ro d u c tio n *  C e r t i f i c a t e s  would he c a n c e lle d  once th e y  

had  been exchanged f o r  goods a t  one o f  th e  c e n t r a l  s t a t i o n s  

s e t  up to  s e rv e  aa  c e n te r s  o f  exchange o f  " s t o r e s " .  A 

C a l i f o r n ia  A u th o r ity  f o r  Land (CAL) would be s e t  up to  

a c q u ire  la n d , e s t a b l i s h  c o lo n ie s ,  e r e c t  b u i ld in g s ,  open 

s t o r e s ,  and conduct a l l  b u s in e s s  o p e ra t io n s  f o r  t h e  la n d  

c o lo n ie s .  The m an u fac tu rin g  end o f th e  e n t e r p r i s e  would be 

in  th e  hands o f  th e  C a l i f o r n ia  A u th o r ity  f o r  P ro d u c tio n  

(CAP), and th e  f in a n c in g  o f  b o th  Gal end Cap would be h a n d le d  

by  th e  C a l i f o r n ia  A u th o r i ty  f o r  Money (CAM). T h is  o rg a n iz a ­

t i o n  would i s s u e  s c r ip  to  exchange f o r  th e  v a r io u s  s e r v ic e s  

sad goods produced  by C al and Cap, I s s u e  bonds to  f in a n c e  

th e  b u y in g  up o f  la n d  and f a c t o r i e s ,  and conduct a l l  f in a n c in g  

o p e r a t io n s  in  g en e ra l.® ^

S i n c l a i r  f e l t  t h a t  w ith  such a  p la n  in  o p e ra t io n ,  and 

t h a t  w ith  a l l  th e  w o rk ers  p ro d u cin g  f o r  u se  and n o t f o r

5 0 . S i n c l a i r .  G overnor o f  C a l i f o r n ia  and How Ended 
P o v e r ty  i n  C a l i f o r n i a ; ^  True S to rv  o f  th e  F u tu re  
(L os A ng eles , 1 9 3 4 ), p .  81 -2 2 .
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p r o f i t ,  w ith  th e  r e s u l t i n g  in c re a s e  in  th e  amount o f  goods 

owned hy each  w orker a s  a  r e s u l t  o f  h i s  l a b o r .  I t  vou ld  be 

a  m a t te r  o f  o n ly  a  s h o r t  tim e u n t i l  th e  sy stem  had n o t  o n ly  

ab so rb ed  th e  unem ployed, b u t  u n t i l  i t  would b e  fo rc e d  to  ex** 

pand to  in c lu d e  th o u san d s  o f  w orkers  from  in d u s t r y  who w ere 

c lam o rin g  to  be a d m itte d  to  th e  system * E v e n tu a lly , he f e l t ,  

even th e  c a p i t a l i s t  c l a s s e s  would be f o r c e d  In to  th e  system , 

due to  th e  f a c t s  t h a t  ; th e  d e p re s s io n  had  become perm anent 

f o r  th e  p r o f i t  sy stem j la b o r  was s c a rc e  s in c e  th e  EPIC s y s ­

tem o f f e r e d ^ e a l  s e c u r i t y  to  th e  w orker who had alw ays been 

In se c u re  in  th e  i n d u s t r i a l  s e t - u p  o f th e  p r o f i t  system } 

p r iv a t e  in d u s t r y  cou ld  n o t com pete w ith  EPIC} in c re a s e d  ta x ­

a t io n  upon p r i v a t e  in d u s t r y ;  d e s i r e  f o r  th e  s e c u r i t y  f u r ­

n ish e d  th e  o th e r  c la s s e s  by ad h e ren c e  to  EPIC* Then com­

p l e t e  governm ent ow nersh ip  would be a c h ie v e d  and th e  s t a t e  

co u ld  p rom ise  perm anm it s e c u r i t y  to  e v e ry  member o f  s o c ie ty *  

T here would b e  no dan g er o f o v e rp ro d u c tio n  th ro u g h  o p e ra t io n  

o f  f a c t o r i e s ,  fa rm s , and th e  l i k e  a t  f u l l  c a p a c i ty ,  s in c e  

now when a  s u rp lu s  was p ro d u ced , th e  w orkers would own th e  

s u rp lu s  and could ta k e  a  v a c a t io n  in s t e a d  of b e in g  o u t o f  a  

job  a s  u n d er th e  o ld  system * Each w orker was to  f e e l  f r e e  

to  work a t  th e  jo b  f o r  ud iich te  was b e s t  f i t t e d  and to  b e  th e  

judge  o f  how much work he needed  to  do* The on ly  com pulsion  

upon th e  w o rk ers  was th e  demand t h a t  a l l  th e  a b le  b o d ied  m ust 

p roduce  som eth ing  o f e q u a l v a lu e  to  th e  goods h e  r e c e iv e d  f o r
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h i s  la b o rs#  I n  o th e r  w r d s ,  ev e ry  one m ust work* L e is u re  

tim e would be In c re a s e d  th ro u g h  th e  o p e ra t io n  o f  I n d u s t r y  a t  

f u l l  c a p a c i ty  o f  t h e  b e n e f i t  o f  th o s e  who la b o re d  * th e  

e s t im a te ,  l i k e  t h a t  o f Technocracy» was t h a t  fo u r  h o u rs  a  

day would be s u f f i c i e n t  la b o r  to  p ro d u ce  a  s ta n d a rd  o f  l i v i n g  

f o r  everyone f a r  above th e  h ig h e s t  t h a t  any  o f  t h e  w orking 

c l a s s e s  had e v e r  known

S s ta b lls h m e n t o f  CAL, CAP, and CAM and th e  b le s s in g s  

t h a t  wore to  fo llo w  was o n ly  p a r t  o f  th e  l e g i s l a t i v e  program  

which EPIC c a l le d  f o r .  N ine o th e r  p la n k s  in  th e  S i n c l a i r  

p la tfo rm  c a l l e d  f o r  l e g i s l a t i v e  en ac tm en ts  d e s ig n e d  to  f u r ­

th e r  th e  system  h e  hoped t o  s e t  up  o r  to  p u t  h e a v ie r  bu rdens 

o f  t a x a t io n  upon th e  p r o f i t  system # The r a n a ln d e r  o f  th e  

EPIC p la n  fo llo w ss

"An a c t  o f  th e  l e g i s l a t u r e  r e p e a l in g  th e  p re s e n t  
s a l e s  t a x ,  w hich i s  a  t a x  on p o v e r ty , and s u b s t i t u t i n g  
a  ta x  on s to c k  t r a n s f e r s  a t  th e  r a t e  fo r  4 c e n ts  p e r  
sh a re*

"An a c t  o f  th e  l e ^ s l a t u r e  p ro v id in g  f o r  a  s t a t e  
In  con* ta x ,  b e g in n in g  w ith  inocmies o f  $5000 and s te e p ly  
g ra d u a te d  u n t i l  incom es o f  $50 ,000  would pay a  30^ ta x *  

"An in c r e a s e  In  th e  S t a t e  in h e r i ta n c e  tax»  s te e p ly  
g ra d u a te d  and a p p ly in g  to  a l l  p ro p e r ty  In  t h e  s t a t e  r e ­
g a r d le s s  o f  w here th e  owner may r e s id e  * T h is  law  would 
ta k e  60^ o f  sums above $50,000 b eq u ea th ed  to  any in d i ­
v id u a l  and 50^ o f  sums ab o u t $250 ,000  b eq u ea th ed  by any 
in d iv id u a l#

"A law  in c r e a s in g  th e  ta x e s  on  p r i v a t e l y  owned 
p u b l ic  u t i l i t y  c o rp o ra t io n s  and banks*

nA c o n s t i t u t i o n a l  amendment r e v is in g  tdie t a x  code 
o f  th e  S t a t e ,  p ro v id in g  t h a t  c i t i e s  an d  c o u n tie s  s h a l l  
exempt from  ta x a t io n  a l l  ho#@s o c c u p ie d  by th e  ow ners 
and  ra n c h e s  c u l t i v a t e d  by  th e  ow ners, M ierev er th e

ÿüL, On # » P # 53—62*
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a s s e s s e d  v a lu a t io n  o f  such homes I s  l e s s  th a n  ^3000*
Upon p r o p e r t i e s  a s s e s s e d  a t  more th a n  $5000 th e r e  
w i l l  be a  ta x  in c r e a s e  o f  one**half o f  one p e r  c e n t 
f o r  each #5000 o f  a d d i t io n a l  a s s e s s e d  v a lu a t io n .

A c o n s t i t u t i o n a l  amendment p ro v id in g  f o r  a  
s t a t e  la n d  t a x  upon unim proved b u i ld in g  la n d  which 
I s  n o t u n d e r  c u l t i v a t i o n .  The f i r s t  #1000 o f  a s s e s s e d  
v a lu a t io n  to  be exem pt, and  t h e  ta x  to  be g ra d u a te d  
a c c o rd in g  to  th e  v a lu e  o f  la n d  h e ld  by  th e  I n d iv id u a l .  
P ro v is io n  to  be made f o r  a  s t a t e  b u i ld in g  lo a n  fund 
f o r  th o s e  who w ish  to  e r e c t  hom es.

A law  p ro v id in g  f o r  th e  paym ent o f  a  p e n s io n  o f  
#50 p e r  m onth to  ev ery  needy  p e rso n  o v e r  s i x t y  y e a r s  
o f  age yiho h a s  l i v e d  In  th e  S ta t e  o f  C a l i f o r n ia  th r e e  
y e a r s  p r i o r  to  th e  d a te  o f th e  coming I n to  e f f e c t  o f  
t h i s  la w .

A law  p ro v id in g  f o r  th e  paym ent o f  #50 p e r  month 
to  a l l  p e rso n s  idio a re  b l in d ,  o r  who by m ed ica l exam­
in a t io n  a re  p ro v ed  to  be p h y s ic a l ly  u n a b le  t o  e a rn  a 
l i v in g  ; th e s e  p e rso n s  a l s o  h av in g  b e w  r e s id e n t s  o f  
th e  S ta t e  f o r  th r e e  3r e a r s .

A p e n s io n  o f  #50 p e r  month to  a l l  Widowed wo css n 
%Ao have dependen t c h i ld r e n ;  I f  th e  c h i ld r e n  a r e  more 
th a n  two In  number, t h e  p e n s io n  to  be In c re a s e d  by 
#25 p e r  month f o r  each  a d d i t io n a l  c h i l d .  These a l s o  
to  have been  r e s i d e n t s  th r e e  y e a r s  In  th e  S t a t e .

With t h i s  p la n  so h ig h ly  re m in is c e n t  o f  th e  U to p ian  S o c ia l ­

i s t s  o f  a  eentiury  ag o , Upton S in c l a i r  changed h i s  r e g i s t r a ­

t io n  from th e  S o c i a l i s t  to  t h e  D em ocratic  p a r ty  and s e t  o u t 

a  y e a r ahead  o f  tim e  to  c a p tu re ,  I n  th e  p r im a r ie s ,  "an o ld  

p a r ty  f o r  a  new p u rp o s e ."

EPIC I n  P o l i t i c s .

When S i n c l a i r  f i r s t  announced h i s  c a n d id a c y , he and h i s  

program  were a  jo k e  to  th e  r e g u la r  p o l i t i c i a n s .  He made no 

a t te m p t to  t i e  up w ith  th e  D em ocratic  m achine which pooh- 

poohed him  a s  a  t h e o r e t i c a l  n o v ic e . They soon fo u n d , to  t h e i r

6 2 . S i n c l a i r ,  o n . c l t >. back c o v e r .
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dismay# t h a t  h@ waa th a o r a t i c o l  h u t t h a t  ha was c e r t a i n ly  no 

novice*®® He had  th e  b ack in g  o f  no o rg a n iz a t io n  o r  machine# 

he had no "w arch ea t"  from  v&ii oh to  draw  cam paign funds* He 

f in a n c e d  h i  a c a v ^ a ig n  by s e l l i n g  h i s  book, G overnor o f  

C a l i f o r n ia  afid How ^  Ended P o v e r ty  a t  tw e n ty  c e n ts  a  copy end 

by c h a rg in g  tw e n ty - f iv e  c e n ts  adm ission  to  m ost o f  h i s  m eet­

in g s ,  P o l i t i c i a n s  laughed  a t  such  u n o rthodox  cam paigning#

b u t even w ith o u t b a r k e r s  to  b a lly h o o  h i s  m e e tin g s  he was soon
54draw ing g r e a t e r  crow ds th a n  an y  o th e r  c a n d id a te ,

S i n c l a i r ' s  program  In c lu d e d  p u t t in g  a  f u l l  s l a t e  o f  

c a n d id a te s  in to  th e  f ie ld #  and EPIC c lu b s  wore o rg a n iz e d  a l l  

o v e r  th e  s t a t e  to  ta k e  c a re  o f  t h i s  and  o th e r  cam paign 

a c t i v i t i e s *  The movement had s e iz e d  th e  im a g in a tio n  and 

f i r e d  th e  hopes o f th e  l e s s  f o r tu n a t e  c l a s s e s  a l l  o v e r  th e  

s ta te *  The number o f  c lu b s  re a c h e d  ab o u t 1000 and th e  mem­

b e rs h ip  grew  by le a p s  and bounds. The G overnor pam phlet 

s o ld  a b o u t a  q u a r te r  o f  a m i l l io n  copies,® ®  S i n c l a i r  pub­

l i s h e d  o th e r  pam phlets#  EPIC Answers and Im m ediate EPIC. 

w hich c i r c u l a t e d  50#000 and 15#000 c o p ie s  r e s p e c t i v e ly ,

H is EPIp News re a c h e d  a  w eekly c i r c u l a t i o n  o f  175#000 copies*® ^

5 3 . Tim e. O c t, 22# 1934# p* 13*
54# Time. Sept* 3# 1934# p ,  18*
5 5 , Time. Oct* 22, 1934, p .  1 3 ,
5 6 , S i n c l a i r ,  The L ie  F a c to ry  S t a r t s  (Loo A ngeles, 1934)# 

back  cover*
5 7 , Time# Sept*  3# 1934# p* 1 8 .
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S traw  p o l l s  h e ld  th ro u g h o u t th e  s t a t e  showed him to  be e a s i l y  

th e  le a d in g  o a n d ld a te .  C a l i f o r n ia  c o n s e rv a t iv e s  began to  

g e t  th e  j i t t e r s *  and p o l i t i c i a n s  s to p p e d  l a u d i n g  and began

to  r e a l i s e  t h a t  i t  would be a  v e ry  d i f f i c u l t  jo b  to  b lo c k
S3S in c l a i r * 8 n o m in a tio n  on th e  D em ocratic  t i c k e t#

I n  th e  f i e l d  a g a in s t  S in â a l r  were sev en  D em ocratic

p a r ty  hacks and p d i t l o a l  n o n •* en tltie s*  and by th e  tim e

D em ocratic b o ss , S e n a to r  W illiam  G ibbs McÂdoo* ru sh e d  George

C re e l, w artim e C h ie f o f  P ropaganda, i n to  th e  campaign to

b r in g  th e  number see k in g  th e  g u b e r n a to r ia l  n o m in a tio n  to

n in e , i t  was to o  l a t e .  The SPIC movement had g a th e re d  to o

much mcmentum to  be stopped# Even v io le n t  a t t a c k s  In  th e
59new spapers and a  v ic io u s  w h isp e r in g  cam paign f a i l e d  to  s to p  

th e  ru sh  t o  g e t  on th e  S i n c l a i r  bandwagon. At th e  prlm eiry 

e l e c t i o n  I n  A ugust 1934, th e  t o t a l  D em ocratic  r e g i s t r a t i o n  

In  C a l i f o r n ia  outnum bered th e  R ep u b lican  f o r  th e  f i r s t  tim e 

i n  n e a r ly  s i x t y  y ea rs*  S i n c l a i r  tro u n c e d  C ree l^b y  n e a r ly

150 ,000  v o te s  to  win th e  nom ination*  F u r th e r ,  he had r e ­

c e iv e d  a  m a jo r i ty  o v e r  th e  com bined v o te  o f h i s  e ig h t  oppon­

e n t s ,  a n d  had  p o l le d  th e  l a r g e s t  D em ocratic  p rim ary  v o te  o f  

any  c a n d id a te  i n  C a l i f o r n ia  history*® ®

5 8 . Time. S ep t#  3 , 1934, p* 18*
59# S i n c l a i r ,  The L ie  F a c to ry  S t a r t s  (Los A n g e les , 1934) 

p# 1<*64.
6 0 . Time. O c t. 22, 1934, p# 1 3 .
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Ko p o l l t l o l a a  s in e »  W illiam  Jô n td a g s  B ryan had eo h o r r l*
61f l e d  and o u tra g e d  tb o  T e s te d  I n t e r e s t s ^  and  a g a in s t  hlm In

th e  g e n e ra l  o le e t lo n  m assed a l l  th e  f i r e  end f u r y  o f  a
62th o ro u g h ly  f r ig h te n e d  c o n s e rv â tIv e  e l e c t o r a t e ** The oppo­

s i t i o n  to  S i n c l a i r  and BFIC was fo c u se d  upon th e  R ep u b lican  

nom inee, a c t in g  g o v ern o r F ran k  F« Merrlam# He h a s  been 

c h a r a c te r iz e d  a s  a  " s m a ll-b o re  p o l i t i c i a n " ,  a  p o l i t i c a l  h ack , 

and a man o f  l i t t l e  a b i l i t y  o r  p e rs o n a l ap p ea l*  S in c e  

th e re  m s  l i t t l e  I n s p i r a t i o n  o r  le a d e r s h ip  t o  be e x p e c te d  

from  th e  R ep u b lican  c a n d id a te ,  th e  cam paign became e n t i r e l y  

a  " e to p -S ln C la ir  movement" b ased  upon th e  p e r s o n a l i t y  o f  

th e  D em ocratic  c a n d id a te  and th e  program  ih ie h  he a d v o c a te d . 

E v e n tu a lly  t h i s  n e g a t iv e  casgpalgn began to  be c e n te re d  en­

t i r e l y  upon th e  c a n d id a te ,  an d  beyond th e  g e n e ra l  s ta te m e n t 

t h a t  EPIC was ec o n o m ic a lly  unsound and f i n a n c i a l l y  im p o ss i­

b le  and t h a t  i t  would r u i n  p r iv a t e  e n t e r p r i s e ,  l i t t l e  a t t e n ­

t io n  was p a id  to  d i s c r e d i t i n g  th e  movement, b u t a  g r e a t  d e a l 

o f  e f f o r t  was sp e n t to  d i s c r e d i t  th e  le a d e r#

Nor was th e  ty p e  o f  a p p e a l made by S i n c l a i r  and h i s  

o rg a n iz a t io n  c a lc u la t e d  to  a l l a y  th e  b i t t e r n e s s  o f  th e  cam- . 

pa ign#  A lthough t h e  EPIC program  was m o d if ie d  to  some e x te n t

61* Time. O c t. 82 , 1934, p .  15*
62* Time, Nov. 12 , 1934, p .  15*
63* Time, O ct* 22, 1934, p * 15*
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(Main m od ifica tion® * p ro p o sed  bond I s s n e  to  buy up la n d  to  

be p o stp o n ed  and r e p l a e e ^ y  a  heavy le v y  upon u t i l l t l e a  and 

la r g e  c o rp o ra t  1 on® and upon nnnsed  la n d  to  p ro v id e  im m ediate 

re v e n u e ; f a c t o r i e s  to  be le a s e d  f o r  a  t r i a l  p e r io d  of th r e e  

year® , th e n  a  v o te  to  be ta k e n  npon th e  q u e s tio n  o f  c o n tin u in g  

EFIO*®^), th e r e  was n e v e r  any  dou b t t h a t  EPIC « a s  in te n d e d  

a® th e  end o f  p r i v a t e  I n d u s t r y ,  th e r e  « a s  n e v e r  any  d o u b t 

t h a t  u t i l i t i e s  and many o th e r  p r i v a t e l y  owned e n t e r p r i s e s  

would be ta x e d  i n t o  b an k ru p tc y  •  and th u s  I n to  th e  c o n t r o l  

o f  th e  s t a t e  # by an y  SPIO c o n t r o l le d  governm ent* F u r th e r ,  

th e  f r ig h te n e d  c o n s e rv a tiv e  c l a s s e s  f e l t  t h a t  S i n c l a i r  was 

a p p e a lin g  to  d a s ®  p r e ju d ic e  and fo m en ting  c l a s s  s t r u g ^ e  i n  

th e  ty p e  o f  a p p e a l h e  was m aking in  h i s  sp e e c h e s  and i n  h i s  

pam phlets*  They w ere conv inced  t h a t  no s to n e  m ust be  l e f t  

u n tu rn e d  to  d e f e a t  EPXO Wien th e y  re a d  u t t e r a n c e s  l i k e  th e  

fo llo w in g  I
•Our program  was c a r e f u l l y  drawn to  s e p a r a te  th e  

s t a t e  in to  two p a r t i e s .  We a sk  f o r  t h e  v o te  o f e v e ry  
homeowner and ra n c h  owner i n  C a l i f o r n ia  «ëiose p ro p e r ty  
i s  a s s e s s e d  a t  l e a s  th a n  $3000. We o f f e r  such per*» 
sons exem ptions from  a l l  ta x e s* ,* * #  We a sk  f o r  th e  
v o te s  o f  e v e ry  p e rso n  i n  C a l i f o r n ia  who h as  s u f f e r e d  
from  th e  infam ous s a l e s  t a x ,  a  t r i c k  d e v ic e  to  ta k e  
th e  p e n n ie s  o f  the  poo r w ith o u t t h e i r  knowing i t .  We 
a sk  f o r  th e  v o te  o f  a l l  unem ployed men end women i n  
th e  s t a t e  o f  C a l ifo rn ia *  T here  a r e  c lo s e  to  a  m i l l io n  
o f  th e se -  and  we o f f e r  them  d e c e n t Jobs w hich w i l l  pay 
them a  l i v i n g  a t  once , and com fort v e ry  s h o r t l y .  We 
a sk  f o r  th e  v o te s  o f  a l l  r e l a t i v e s  o f  unem ployed p e rso n s*  
«•••We a sk  f o r  th e  v o te s  o f  a l l  p e rso n s  in  C a l i f o r n ia  
o v e r  th e  ago o f  s i x t y  who a r e  d ep en d en t upon t h e i r  
l a b o r  o r  c h a r i t y  f o r  t h e i r  l i v i n g * , ,*  f o r  th e  v o te s  o f

6 4 , S i n c l a i r ,  Im m ediate EPIC (Los A ng eles , 1 9 3 4 ), p* 1 -5 5 ,
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a l l  wldovred mo th e r e ,  and o t  th e  b l in d  and h e lp le s s ,  
p rom ising  them th e  r e l i e f  w hich a  o l1 d .l lzed  s o c ie ty  
owes them* F in a l ly ,  we ask  f o r  th e  v o te s  o f  all-*-*-^
Kdio would he h a p p ie r  w ith  com fo rt and s a f e ty  th a n  
th e y  a r e  w ith  lu x u ry  In  a w orld  o f  p a r a s i t i s m ,  g re e d  
and s t r i f e *  T hese v a r io u s  e le m e n ts  c o n s t i t u t e  95^ 
o f  o u r  v o te r s ,  and i t  i s  p u re ly  a g io s t lo n  o f  g e t t in g  
them to  u n d e rs ta n d  t h e i r  t r u e  I n t e r e s t s *  T hat I s  th e  
one t a s k ;  i t  h a s  alw ays been th e  t a s k ,  s in c e  th e  
c le v e r  few  f i r s t - s u c c e e d e d  In  h a rn e s s in g  th e  many to  
t h e i r  se rv ice* "® ^

From th e  f i r s t  SPIC vms fo rc e d  to  f i g h t  a g a in s t  over*  

whelming o d d s . The c o n s e rv a t iv e s  r a i s e d  a  cam paign fu n d  

e s tim a te d  a t  from  one to  two m i l l io n  d o l l a r s  and e n l i s t e d  

th e  s o l id  su p p o r t o f  th e  C a l i f o r n ia  p re s s *  E a r ly  I n  th e  

cam paign S i n c l a i r  was d i tc h e d  by George C re e l whom he had 

d e fe a te d  i n  th e  D em ocratic  p rim ary*  S h o r t ly  a f te rw a rd s ,  th e  

R o o se v e lt A d m in is tra t io n , em b arra ssed  by  Sin c l a i r  * s  S o c ia l ­

ism  a t  a  tim e  when th e  A d m in is t r a t io n 's  l e f t i s t  te n d e n c ie s  

w ere b e in g  s o f t - p e d a le d ,  c a s t  him a d r i f t .  P rom inen t con­

s e r v a t iv e  D em ocrats announced to  th e  p u b l ic  t h a t  th e y  w ere 

b o l t in g  th e  p a r ty  becau se  " S ln o la l r * s  program  i s  n o th in g  

more th a n  a  c o n te s t  o f  th e  unem ployed a g a in s t  th e  employed*"®^ 

Around Los A ngeles  and v i c i n i t y ,  a r e a  o f  g r e a t e s t  EPIC 

s t r e n g th ,  th e  m ost r u t h l e s s  a n t i - S i n c l a i r  a c t i v i t y  was 

c a r r i e d  on* T hree b ig  Los A ngeles p a p e rs  form ed a  u n i te d

6S» S i n c l a i r ,  ^  G overnor, p .  37-38*
6 6 . Time. O c t. 22 , 1934, p .  1 5 .
6 7 . Time. Nov. 12 , 1934, p .  1 5 .
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f r o n t  a g a in s t  th s  wnr&m&nt a n 4 s to p p e d  r e p o r t in g  news of 

EPIC o r  i t s  sponsor#  A f lo o d  o f  n ew s-p h o to g rap h s waa re** 

le a s e d  to  p ro v e  t h a t  SPIC was lu r f n g  en  e m y  o f  hims to  

C a l ifo rn ia *  The a u t h e n t i c i t y  o f  many o f  th o s e  w ere v e ry  

q u e s tio n a b le  one Los A n g eles  p ap e r g o in g  so  f a r  a s  to  

p r i n t  a  p i c tu r e  w!?loh moving p ic tu r e  p a tro n s  w ere a b le  t o  

i d e n t i f y  a s  a  • s t i l l *  from  W arner B ro th e rs*  w ild  Boys o f  

th e  Road. P am phlets  a c c u s in g  S i n c l a i r  o f  e v e ry th in g  im ag in ­

a b le  descended  upon Los A ngeles  co u n ty  i n  a  v e r t l a b l e  b l i z z ­

a r d ;  p i c tu r e s ,  c i r c u l a r s ,  Communist en d o rsem en ts  ware fa k e d . 

Kany businessm en  s e n t  t h e i r  o n p loyeea  o u t to  r e g i s t e r  f o r  

th e  g e n e ra l  e l e c t i o n  w ith  th e  u n d e rs ta n d in g  t h a t  i f  th e y

b a l lo te d  f o r  S i n c l a i r  on e l e c t i o n  day th e y  were v o tin g
fiet h e i r  jo b s  away*^* I n t im id a t io n ,  s la n d e r ,  v i tu p e r a t io n  

were u se d  to  an e x te n t  seldom  seen  i n  a  p o l i t i c a l  cam paign 

in  th e  U n ite d  S ta te s #  S m all wonder t h a t  one n e w sw rlte r  co u ld  

r e p o r t  t h a t  * "The Stop S i n c l a i r  movement h a s  become a  

p h o b ia , la c k in g  humor, f a i r n e s s ,  and even a  sen se  o f  r e a l -  

I ty # * ^ ^  G arb led  q u o ta t io n s  from  S in c la i r * a  w orks, e s p e c i a l ly  

The P r o f i t s  o f R e lig io n , w ere u se d  to  f r i g h t e n  th e  v o te r s ,  

he was ac c u se d  o f  a th e ism . Communism, f r e e  lo v e  c u l t ls m , and

68* Time. Hov# 12 , 1934, p .  15#
69* Time. O c t. 22 , 1934, p .  1 5 .
7 0 , Max S te rn  quo ted  in  Tim e. Hov# 12 , 1934 , p .  1 5 .
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e v e ry  o th e r  "Ism " t h a t  co u ld  ho d e v ise d  hy th e  in g e n u i ty  o f
71ttlB Opponents to  f r ig h t e n  o r  b e w ild e r  h i s  s u p p o r te rs*

By th e  tim e  e l e c t i o n  d ay  came* th e  m onths o f  c o n se rv a ­

t i v e  p ropaganda had done t h e i r  work and th e  r e s u l t  was a  

fo reg o n e  co n c lu s io n #  M errlam  was e l e c t e d  w ith  a  t o t a l  o f

1 ,1 5 8 ,0 0 0  v o te s  to  S in c l a i r * 8 879,000*'^^ N e v e r th e le s s ,  EPIC 

had made an am azing showing, buck ing  a s  i t  had  th e  R ep u b lican  

p a r ty  a lm o st in  i t s  e n t i r e t y  end th e  c o n s e rv a t iv e  and p ro p e r­

t i e d  e lem en ts  o f  b o th  p a r t i e s .  F u rth e rm o re , no D em eoratio

c a n d id a te  f o r  g o v e rn o r o f  C a l i f o r n ia  had come so c lo s e  t o
73b e in g  e l e c te d  f o r  a  p e r io d  o f  h a l f  a  c e n tu ry .

EPIC in  th e  F u tu re  *

The C a l i f o r n ia  e l e c t i o n ,  b e in g  th e  k in d  o f  c o n te s t  t h a t  

i t  was, had a t t r a c t e d  a  trem endous amount o f  a t t e n t i o n  

th ro u g h o u t th e  n a t io n .  A f te r  EPIC*s a s to u n d in g  su c c e s s  in  

th e  p rim ary  e l e c t i o n s ,  th e  movement began to  sp re a d  to  o th e r  

s t a t e s  and c lu b s  began  to  grow up a l l  o v er th e  coun try*  I n  

a  r a d io  sp eech  th e  n ig h t  o f  h i s  d e f e a t  th e  EPIC fo u n d e r 

announced h i s  in t e n t i o n  o f  c o n t in u in g  th e  work and c a r ry in g  

th e  o r g a n iz a t io n  in to  e v e ry  s t a t e  in  th e  un ion*^^ S h o r t ly

7 1 . S i n c l a i r .  We. P eo p le  o f  A m erica and How We Ended P o v e r ty . 
( P a s a d e n a . ^  ---------- ----------------------------------------- -----------------------------

72 . I b i d . ,  p .  1 0 .
7 3 . I  b id . ,  p .  2 0 . 
74* I b i d . ,  p .  1 0 ,
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a f te rw a rd  a  new pam phlet» We, P eo p le  o f  Am erica end. How We 

Ended P o v e r ty , was p u b lis h e d  in  wliioh ho o u t l in e d  a  p la n  

f o r  a  n a t io n a l  £PIC« As In  C a l i f o r n i a  th e  D em ocratic  p a r ty  

was to  be c a p tu re d  f o r  th e  p u rp o se  r a t h e r  th a n  t r u s t  to  th e  

fo rm a tio n  o f  a  t h i r d  p a r ty #  N a tu ra lly »  t h e  movement s u f f e r e d  

a  se t?b a o k  w ith  t h e  l o s s  o f  th e  e l e c t i o n  i n  C a l i f o r n ia  and 

a  l a t e r  d e f e a t  i n  th e  Xos A n g e les  m u n ic ip a l e l e c t io n s #  NeV"# 

e r th e l e s s  some su c c e s s  i n  a  p o l i t i c a l  way h a s  been  a c h ie v e d  

in  C a l i f o r n ia  sdiere th e  EPIC group  h o ld s  th e  b a la n c e  o f  

power i n  th e  A ssem bly o f  th e  s t a t e  le g i s la tu r e * ^ ^  In  

i s o l a t e d  in s ta n c e s  th ro u g h o u t th e  country»  EPIC I s  a  somewhat 

p o te n t  p o l i t i c a l  fo rc e *

I n  th e  l i g h t  o f  t h i s  Imowledge i t  i s  n o t a l to g e th e r  

sa fe  to  d is c o u n t th e  f u tu r e  o f  EPIC e n t i r e ly »  a lth o u g h  we 

a re  fo rc e d  to  a d u l t  t h a t  i t  h a s  lo n g  s in c e  re c e d e d  from  i t s  

h ig h  w a te r  mark» N e v e rth e le ss»  i t  i s  e n t i r e l y  p o s s ib le  t h a t  

we S h a ll  h e a r  from  I t  again»  j u s t  a s  i t  I s  a lm o s t c e r t a in  

t h a t  wo s h a l l  c o n tin u e  to  h e a r  from  th e  i r r e p r e s s i b l e  Upton 

S in c la i r *

What» i f  any» c o n t r ib u t io n  h a s  EPIC made t o  th e  s e a rc h  

f o r  s o c i a l  s e c u r i ty ?  I f  we e a n * t " lo v e  i t  f o r  th e  enem ies 

i t  h a s  made"» we c an  a t  l e a s t  hope to  p r o f i t  by th e  m is ta k e s  

i t  h as  made* S i n c l a i r  h im s e lf  was fo n d  o f th e  q u o ta t io n  ;

7 5 . Time. May 20» 1935, p .  1 9 .
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"Don’ t  t r y  to  e p l l t  th e  lo g  by d r iv in g  th e  b lu n t  edge In ­

s te a d  o f  th e  sh a rp  edge o f  t h e  wedge In to  I t * "  Yet t h a t  

seeme to  be th e  b ig  t r o u b le  w ith  EPIC* I t  w i l l  alady# be 

v e ry  d i f f i c u l t  t o  a d o p t a  s o c ia l  s e c u r i t y  program  vAilch 

f r ig h te n  « a  g r e a t  p a r t  o f  t h e  peop le*  EPIC demanded a  

change In  o u r p o l i t i c a l  and econom ic s t ru c tu re *  an d  w h ile  

i t  i s  p ro b a b le  t h a t  a  change would b e  c o n s id e re d  d e s i r a b le  

In  icany ways* th e  s o c i a l  s e c u r i t y  program  t h a t  a c h ie v e s  

su c c e ss  I s  p ro b a b ly  g o in g  to  have to  a c c e p t  th e  system  v e ry  

n e a r ly  a s  I t  I s *  The way o u t o f  o u r d i f f i c u l t i e s  may o r  

may no t l i e  In  suCh a  p la n  a s  EPIC* b u t  even though  t h a t  

shou ld  be ou r s o lu t io n  we would f i n d  i t  a lm o st im p o ss ib le  

to  go from  h e re  to  th e r e  i n  one Jump* The c o n t r ib u t io n  o f  

EPIC to  s o c ia l  s e c u r ity *  then* i s  p ro b a b ly  th e  le s s o n  t h a t  

i t  w i l l  be n e c e s s a ry  t o  "go ah ead  s lo w ly " { t h a t  we m ust 

f i r s t  make e v e ry  p o s s ib le  e f f o r t  to  re fo rm  th e  w eaknesses 

o f  th e  system  a s  we f in d  i t  r a t h e r  th a n  seek in g  t o  s u b s t i ­

t u t e  som ething new v h ic h  w i l l  be f e a r e d  b ecau se  i t  i s  new 

and u n tr ie d *  I n  o th e r  words* we may a r r iv e  a t  fundam ental 

changes th ro u g h  e v o lu t io n a r y  m ethods* b u t we have become 

dom inated  by s e m i-c o n s e rv a tiv e  th o u g h t w hich s h ie s  a t  r e ­

v o lu tio n *

I t  would be im p o ss ib le  t o  le a v e  Upton S i n c l a i r  w ith o u t 

a few  g e n e ra l  o b s e rv a tio n s  d e r iv e d  from  th e  re a d in g  o f  h i s  

works and from  th e  s tu d y  o f  th e  e v e n ts  o f  h i s  campaign* 

F i r s t ,  i t  i s  v e ry  u n l ik e ly  t h a t  an y  u n b ia se d  re a d e r  co u ld
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re a d  h la  p la n  and  h i s  program  w ith o u t b e in g  im p ressed  by h i s  

trem endous s in c e r i ty ^  r e g a r d le s s  o f  w hat th e  o p in io n  o f  th e  

eoonomio f e a s i b i l i t y  o f  h i s  program  m igh t be# Second# th e  

ty p e  o f cam paign t h a t  was waged a g a in s t  him# and th e  s tre n * . 

uous# a lm o st f r a n t i c  e f f o r t s  t h a t  w ere made to  d e f e a t  him, 

a re  v e ry  a p t  to  le a v e  th e  iin p re s s lo n  w ith  many o b s e rv e r s  

t h a t  th e r e  m ight be a  g r e a t  d e a l  o f  t r u t h  i n  h i s  a s s e r t i o n  

d u rin g  th e  cam paign t h a t  h i s  enem ies were n o t a f r a i d  t h a t  

h is  p la n  would f a l l  In  th e  e v e n t o f  h i s  e l e c t i o n ;  th e  th in g  

th a t  th e y  r e a l l y  f e a re d  was t h a t  I t  would succeed# T h ird , 

t h a t  r e g a r d le s s  o f  S in c la i r * a  p o l i t i c a l  b e l i e f s  and h i s  

p ro b a b le  c o u rse  o f  a c t io n ,  C aS fo rn la  m igh t be su sp e c te d  o f  

hav ing  b i t t e n  o f f  I t s  nose t o  s p i t e  i t s  f a c e  i n  e l e c t i n g  a  

man o f  th e  M erriam  ty p e  to  th e  g o v e rn o rsh ip  r a th e r  th a n  to  

a llo w  S i n c l a i r  to  h o ld  th e  o f f ic e #  T h is  l a s t  o b s e rv a tio n  

i s  n o t my u n su p p o rted  o p in io n #  I  <}uote from  th e  San Fran» 

c isc o  A rgonaut w hich was one o f  th e  s ta u n c h e s t  M erriam  

s u p p o r te r s  d u rin g  th e  cam paign:

**Would U pton S i n c l a i r  have done w orse In  th e  
g u b e r n a to r ia l  c h a i r  th e n  th e  man # io  d e fe a te d  him?
I t  may w e ll be doubted# He m igh t even have done 
b e t t e r ,  f o r  he h a s  an atom  o r  two o f  g e n iu s  i n  h i s  
co m position  w h ile  a l l  one can d is c e r n  i n  M erriam  i s  
cobwebs i n  an  em pty s k u l l .  Heaven h h lp  us b e fo re  
we p e r is h  from  th e  f o l l y  o f  hav ing  chosen  such  a  
man a s  g o v ern o r I" ” ®

76# San F ra n e le c o  A rgonaut q u o te d  in  Time. May 20, 1955, 
p .  17#

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



51,

CHAPTIÎ2Î IV#

SOCIAL c m m T  

Pouglaa m d M » Toaghlmig.
S o c ia l  C re d i t  waa p ro d u ced  to  cu re  th e  econom ic and

a o o la l  i l i a  o f  th e  vrorld  a s  th e  b ra lU '* ch ild  o f  M ajor 0# H*

D oublas, a  S c o t t i s h  e n ^ ih e e r  and p h ilo so p h e r#  He i s  a

g ra d u a te  o f  Cam bridge, cm ce worked f o r  tVestlnghouso In

In d la# ^ ^  D uring th e  War he •was th e  c h ie f  e x e c u t iv e  o f f i c i a l

o f th e  R oyal A i r c r a f t  f a c t o r y  a t  F arnborough , England# C h ie f

e n g in e e r in g  f e a t  s in c e  th e  war was th e  b u i ld in g  o f  a  tu b e
78ra ilw a y , f o r  th e  u se  o f  t h e  p o s t  o f f i c e ,  under London#

H is fo llo w e rs  f e e l  t h a t  i t  e o u ld  be I n c o r r e c t  to  s a y  t h a t  

Major D ouglas*» c o n t r ib u t io n  to  econom ics and s o c i a l  philo«* 

Sophy p u t him in  th e  "vanguard  o f  l i v in g  e c o n o m is ts" , be­

cause  i t  rp u t him  ah ead  o f  th e  v anguard#" "He was a  p io n e e r  

la y in g  th e  f in a n c ia l  ro a d  vâxich i s  e s s e n t i a l  I f  W estern 

peop le  a r e  to  advance in to  th e  new c i v i l i s a t i o n  made p o s s i ­

b le  and even b e in g  t h r u s t  upon them , by  a p p l ie d  s c ie n c e  in  

th e  power age in  w hich we liv e* "^®  T hat he h a s  p u t h i s  f i n ­

g er on th e  t r u e  i l l s  o f  s o c ie ty  and th u s  g iv e n  th e  g r e a t e s t  

deg ree  o f  a la rm  to  th e  " i n t e r o s t s "  Which b e n e f i t  m ost from

77, Time. Sept# 8 , 1935, p# 16#
78# A# L . G ibson, lYhat I s  Thi a So c i a l  C r e d i t t , p* 6 , i n  

The S o c ia l  C red i^  P a m p h le te e r, i l^ n d o n . 1 9 3 5 )«
79# I b i d . ,  p# 6#
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th e  p r e s e n t  o rg a n iz a t io n  seems ohTlotts to  h i s  fo l lo w e rs  a s  

a  r e s u l t  o f  th e  f a c t  t h a t  he and h i s  work have been boy­

c o t te d  I n  th e  London p r e s s  f o r  o v er e ig h t  y e a rs  in  s p i t e  

o f  th e  r e c o g n i t io n  t h a t  he h as  re c e iv e d  In  o th e r  p a r t s  o f
O f)

th e  w o rld .

The D ouglas Id e a s  w ere f i r s t  g iv en  to  th e  w orld  In  a  

London Weekly, The New Age, e d i t e d  by A, 0* Orage who be­

came one o f  th e  le a d in g  p ro p o n en ts  o f  S o c ia l  C red it*  I n  

1920 and 1921 th e  D ouglas Id e a s  w ere p u t in to  book form  I n  

Economic Democracy and C re d it  Powe^ and  Democracy, and de­

te rm in ed  e f f o r t s  on th e  p a r t  o f  D ouglas and Orage were made 

to  have th e  scheme c o n s id e re d  and  ad o p ted  In  England* As 

a r e s u l t  o f  th e  p o s t-w a r  d e p re s s io n  and th e  a c t i v i t i e s  o f  

th e  S c o t t i s h  la b o r  g ro u p s , an  I n v e s t ig a t io n  o f  S o c ia l 

C re d it  was made by a  com m ittee o f  th e  B r i t i s h  Labor P a r ty ,

In  power in  th e  House o f  Commons f o r  th e  f i r s t  tim e* T h is  

com m ittee I n v i t e d  D ouglas and Orage t o  ap p ea r b e fo re  I t ,  

b u t th e  fo u n d e rs  o f  th e  movement d e c l in e d  on th e  g ro u n d s 

t h a t  th e  p e rso n n e l o f  th e  com m ittee la c k e d  th e  t r a i n i n g  

and 0 3 ^ r l e n c e  to  I n v e s t i g a t e  th e  p rob lem s to  be c o n s id e re d , 

and t h a t  anyway th e  m a jo r i ty  o f  th e  com m ittee was a l r e a d y  

conm iltted to  th e  s u p p o r t  o f  econom ic dogmas c h a lle n g e d  by 

S o c ia l C ré d it*  V /ithout h e a r in g  th e s e  tw o g en tlem en , th e n , 

th e  oonsnlttee  p re p a re d  a  repojrb condemning th e  S o c ia l  C re d i t

80% A* L* G ibson. What 1.:; T?liis (Zirt^diti? n* 5 -6 ,  i n
The S o c ia l  C re d it  P am p h le tee r. (London. 1935)*
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8 ohem# a s  b ased  upaa fa X la o io u s  eoonomlo re a so n in g *  Growth 

o f th e  movement betw een 1922 and 1930 was alow , b u t in  t h a t  

tim e th e  p h ilo so p h y  o f  th e  movement was s t i l l  f u r t h e r  a m p li-  

f i e d  by tw 3 more books b ro u g h t o u t by M ajor D oug las: The

C o n tro l and D is t r ib u t io n  o f  P ro d u c tio n , and S o c ia l  C r e d i t . 

These fo u r  books to g e th e r  w ith  two more r e c e n t ly  p u b lish e d , 

The Monoulv o f  C re d i t  and W arning Democranv. and a  number o f  

pam phlets by D ouglas and Orage have c o n s t i tu te d  th e  b a s ic  

l i t e r a t u r e  o f  th e  movement é Under th e  im p etu s  o f  d e p re s s io n , 

th e  movement to o k  a  new le a s e  on l i f e  and h a s  made r a p id  

growth* Showing, p e rh a p s , t h a t  a  ’•p ro p h et i s  w ith o u t honor 

i n  h i s  own country** th e  m o v ^ e n t h a s  grown most s lo w ly  i n  

co u n try  o f  i t s  oifigin* I n  E ngland  th e  membership p ro b a ­

b ly  does n o t exceed  1 0 , 0 0 0  th o u g h  I t  i s  p ro b a b ly  somewhat 

s t r o n g e r  i n  S co tlan d *  C o n s id e ra b le  p ro g re s s  was r e p o r te d  

by fo l lo w e r s  i n  th e  Union o f  S o u th  A f r ic a  though  no e s t i ­

m ate o f  a c tu a l  s t r e n g th  in  t h a t  r e g io n  i s  a v a i la b le *  By 

1933 th e  movement had  made c o n s id e ra b le  headway in  Kew 

Z ealand  where s ix te e n  S o c ia l  C re d i t  members had  been  e l e c t ­

ed t o  P a rlia m e n t*  I n  t h a t  y e a r  M ajor D ouglas p a id  Hew 

Z ealand  a  v i s i t  to  h e lp  e d u c a te  th e  p eo p le  o f  New Z ealand  

to  h i s  d o c tr in e s *  I n  A u s t r a l i a  I n  th e  same y e a r th e r e  were 

a  th o u san d  D ouglas C re d i t  S o c i e t i e s  w ith  a  m em bership o f 

o v e r 100,000* I n  th e  U n ite d  S t a t e s  s t r e n g th  was e s t im a te d  

to  be  upw ards o f 100 ,000  -  c e n te re d  l a r g e l y  in  Now York and
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S iNew Je rs e y *  M ajor D ouglas h im se lf  c la im e d  t h a t  some f e a t ­

u re s  o f h i s  scheme had  heen  p u t in to  p r a c t i c e  i n  Japan  in  

1933-34 w ith  v e ry  s a t i s f a c t o r y  r e s u l t s  and t h a t  th e y  were
oo

about to  be t r i e d  i n  China* I n  1934* M ajor D ouglas was 

h ir e d  by th e  governm ent o f  th e  p rô v in o e  o f  A lb e r ta  to  come 

to  C a lg a ry  to  expound h i s  d o c t r in e s ,  an d  he was r e t a in e d  

by th e  governm ent a s  f i n a n c i a l  a d v is e r  f o r  a  per: o d  o f  

th r e e  years*® ^ He a l s o  re c e iv e d  a  h e a r in g  b e fo re  th e  Bank­

ing  Committee o f  th e  House o f  Commons o f  th e  Dominion govern ­

ment a t  Ottowa#®^ T h at he had made a  p ro fo u n d  in g r e s s io n  

upon Cauda was Shown a  y e a r  l a t e r  when e l e c t i o n s  w ere h e ld  

and S o c ia l  C re d it  began  a  new a d v e n tu re  -  t h a t  o f  b e in g  

a c tu a l ly  p la c e d  in  th e  sa d d le  o f  a  g r e a t  governm ent#

The D ouglas d o c t r in e s  b eg in  by r e j e c t i n g  th e  co n c lu ­

s io n s  o f  S o c ia lism , Communism, and F acism  -  p a r t i c u l a r l y  

th e  b e l i e f  t h a t  o u r system  i s  beyond r e p a i r  and t h a t  a  

d r a s t i c  change i n  governm ent and i t s  r e l a t i o n  to  th e  p e o p le  

m ust o c c u r b e fo re  c o n d i t io n s  o f  th e  m asses o f th e  p e o p le  

w i l l  ev e r be changed f o r  th e  b e t t e r *  To b e g in  w ith , S o c ia l  

C re d it i s  th e  v ery  a n t i t h e s i s  o f  th e s e  schem es, s in c e  i t

8 1 . The S o c ia l  C re d it  le a g u e  o f  A lb e r ta ,  S o c ia l C re d i t  -  
H is to ry  and  C h a ra c te r  (C a lg a ry , 1935)p* 1 -3 .

82* New Democracy. May 1 5 , 1934 , p* 11#
83* Time. S e p t .  2 , 1935, p .  1 6 .
84# Hew Democracy. May 15, 1934, p .  11#
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e x a l t s  th e  Ind ly lduaX  w hereas a l l  th e  o th e r  schemes subor<* 

d ln a te  th e  h d lv ld u a l  to  an a l l - p o w e r f u l  state*® ®  However, 

say  th e  S o c ia l  C r e d i te a r s .  S o c ia l  C re d it  w i l l  work i n  any 

ty p e  o f  p o l i t i c a l  o rg a n iz a t io n  s in c e  i t  i s  s im p ly  a  b lu e ­

p r i n t  f o r  an econom ic fram ew ork f o r  s o c ie ty  and i t  m a t te r s  

l i t t l e  sd iat k in d  o f  p o l i t i c a l  s t r u c t u r e  i s  b u i l t  around 

t h i s  fram ew ork.

A lthough r e j e c t i n g  th e  p o l i t i c a l  im p l ic a t io n s  o f  th e  

v a r io u s  o th e r  a t te m p ts  to  o rg a n iz e  s o c ie ty  upon a  b e t t e r  

p la n e . S o c ia l C re d i t  does a c c e p t many o f  th e  b e l i e f s  upon 

which a l l  th e s e  o th e r  d o c t r in e s  a r e  b a s e d . I n  f a c t ,  m ost 

o f  th e  p rim ary  f a c t s  upon whlCh S o c ia l  C r e d i t 's  p le a  f o r  

a c t io n  i s  b ased  have become tru ie m s  and a re  d is p u te d  by  

no one , r e g a r d le s s  o f  h i s  o p in io n  co n ce rn in g  th e  w orth  o f  

th e  p r e s e n t  sy s te m . No one d o u b ts  t h a t  th e  p r e s e n t  d i f f i ­

c u l t i e s  a re  concerned  w ith  th e  p a rad o x  o f  "p o v e rty  i n  th e  

m id st o f  p le n ty "  and th e  e x is te n c e  o f  a g r e a t  d e a l  o f  human 

m ise ry  due to  th e  f a c t  t h a t  human la b o r  i s  b e in g  re p la c e d  

by th e  m achine # We seem to  be  re v ie w in g  th e  p rim a ry  p o s tu ­

l a t e s  o f  T echnocracy  when we r e a d :

"The p rim a ry  f a c t  on w hich to  be c le a r  i s  t h a t  
we can  produce a t  t h i s  moment, goods end  s e r v ic e s

8 5 , C, H , D ouglas, The D ouglas Manual o f  S o c ia l  C re d it  
(co m p iled  by P h i l i p  k a i r e t .  Now Y ork, 1935}, p ,  6 5 .

8 6 ,  M aurice C o lb o u m e, The S a n ity  o f  S o c ia l  C r e d i t ,  p .  29, 
i n  S o c ia l  C re d it  P a ic n h le te e r ,  '
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a t  a  r a t e  v e ry  c o n s id e ra b ly  g r e a t e r  th a n  th e  possl-^ 
b io  r a t e  o f  oon sim p tlo n  o f  th e  w o rld , and t h i s  
p ro d u c tio n  and  d e l iv e r y  o f  goods and s e r v ic e s  can* 
u n d er f a v o ra b le  c irc u m s ta n c e s  bo a c h ie v e d  by th e  
employment o f  n o t more th a n  25 p e r  c e n t o f  th e  
a v a i la b le  la b o r*  w ork ing , l e t  u s  say* sev en  h o u rs  
a  day* I t  I s  a lso  a  f a c t  t h a t  th e  I n t r o d u c t io n  o f  
a  h o rse -p o w e r-h o u r o f  en e rg y  I n to  th e  p ro d u c tiv e  
p ro c e s s  could* u n d e r f a v o ra b le  c irc u m s ta n c e s , 
d is p la c e  a t  l e a s t  t e n  m an -h o u rs . I t  I s  a  f a c t  t h a t  
th e  amount o f  m e ch an ica l e n e rg y  a v a i la b le  f o r  p ro ­
d u c tiv e  ptnrposes I s  o n ly  a  sm a ll f r a c t i o n  of imdiat 
I t  cou ld  be* I t  seem s, t h e r e f o r e ,  an  u n a s s a i l a b le  
d e d u c tio n  from  th e s e  f a c t s  t h a t  f o r  a  g iv en  p ro ­
gramme o f p ro d u c tio n *  th e  amount o f  m an-hours 
r e q u ir e d  cou ld  b e  r a p id l y  d e c re a se d , o r  converse ly*  
th e  programme cou ld  be In c re a s e d  w ith  th e  same man- 
h o u rs  o f  work o r  an y  d e s i r e d  co m b in a tio n  o f  th e s e  
two co u ld  be a rran g ed *  B ut I t  I s  a l s o  a  f a c t  th a t*  
f o r  a  g iven  programme, in c re a s e d  p ro d u c tio n  p e r  
m an-hour means d e c re a s e d  employment* I t  I s  a l s o  
a  f a c t  t h a t  n e v e r  d u r in g  th e  p a s t  few  d ecad es have 
we been  f r e e  from  an  unemployment problem , and i t  
i s  a ls o  a  f a c t  t h a t  n e v e r  d u r in g  th e  p a s t  f i f t y  
y e a rs  h as  an y  i n d u s t r i a l  c o u n try  been  a b le  t o  buy 
i t s  own p ro d u c tio n  w ith  th e  w ages, s a l a r i e s ,  and 
d iv id e n d s  a v a i la b le  f o r  t h a t  pu rp o se  * # * * "8 ?

D ouglas d e c id e s  t h a t , c o n t r a r y  to  th e  c la im  o f  c a p i t a l ­

i s t  l e a d e r s ,  unemployment i s  n o t  a  " c u ra b le  d i s e a s e " .  He 

I s  s u re  t h a t  u n d er th e  p r e s e n t  system  o f  m echanized  in d u s ­

try *  unemployment i s  in c u r a b le ,  b u t a  b le s s in g * n o t a  d is e a s e  

i f  o u r system  fu n c t io n s  p ro p e r ly *  Under th e  system  a s  i t  

now w orks, unemployment I s  a lw ays c o n s id e re d  a s  a  symptom 

of i n d u s t r i a l  o r  economic breakdow n, b u t ha f e e l s  th a t  I t  

shou ld  be co n d ld e re d  a  s ig n  o f  econom ic p ro g re s s  t h r u  th e  

in c re a s e d  l e i s u r e  th u s  p re s e n te d  to  th e  human race*®®

87* C* H, D ouglas, S o c ia l C re d i t  (New Y ork, 1953) p .  18-19 
8 8 ,  I b id * ,  p* 1 0 .
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Now th e  f e e t  t h a t  unem ploym ent l e  a  tr a g e d y  and n o t a

hXeselngp he blame a n o t upon th e  p r o f i t  eyetem  nor upon any

b a a ie  d e f e a t  I n  o u r g o v em m an ta l sy stem . T here  l a  n o th in g

wrong w ith  th e  a a p l t a l l s t l a  sy stem  I n  I t s e l f  « he f e e l s »

The o n ly  th in g  wrong w ith  o u r system  l a  th e  f a c t  t h a t  we

to l e r a t e  an  out*moded f ln a n o l a l  sy stem , and t h a t  a s  a  re<*

s u i t  o itr e n t i r e  economy i d  a d a p te d  to  am age o f  s c a r c i t y ,

whSS we have dev e lo p ed  n o . te c h n iq u e  f o r  d e a l in g  w ith  th e

age o f  abundance In  vdileh we now f i n d  o u r s e lv e s  a s  a  r e s u l t
69o f th e  u s e  we have made o f  m a c h in e ry . We m ust r o a l l a e

th a t  th e  o n ly  o b je c t  o f  p ro d u c tio n  I s  eo nsum ptlon i t h a t

In d u s try  I s  ru n  n o t to  f u r n i s h  employment b u t  to  p ro d u ce

goods, and f u r t h e r ,  t h a t  I n d u s t r y  I f  o p e ra te d  a t  c a p a o l ty

can p roduce p le n ty  f o r  everyone w ith  a  r e l a t i v e l y  s n a i l
90amount o f  human la b o r#  F u r th e r ,  o u r  c o n c e p tio n  o f  an  

economic system  b ased  upon a  th e o ry  o f  rew ard s  and p un ish*  

raents I s  a n tiq u a te d #  The r u le  t h a t  I f  a  man "does n o t w ork, 

l e t  him n o t  e a t "  was s a t i s f a c t o r y  and n e c e s s a ry  I n  an  age 

o f s c a r c i t y ,  b u t  th e  a g e  o f  s c a r c i t y  ended w ith in  t h e  p re s e n t  

cen tu ry#  T h e re fo re , I t  sh o u ld  no lo n g e r  be n e c e s sa ry  f o r  

peop le  to  have a  s h a re  I n  goods p ro d u ced , o n ly  a s  a  rew ard  

f o r  s e r v ie e s  o f  some k in d  o r  o th e r#  Each in d iv id u a l  I s

89# 0# H* D ouglas, S o c ia l  C re d i t  (New Y ork, 1933) p .  78*91
90# I b id # ,  p ,  124, 14*22.
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e n t i t l e d  t o  some sh a re  i n  th e  goods p ro d u ced  by I n d u s t r y  

a s  a  r e s u l t  o f  h i s  “C u l tu r a l  h é r i t a g e ” • The th in g  w hich 

I s  r e a l l y  m ost r e s p o n s ib le  f o r  o u r  In c re a s e d  w e a lth  and 

a b i l i t y  to  p roduce l a  th e  “p ro g re s s  o f  th e  I n d u s t r i a l  a r t s ” ; 

and#
“Q uite  c le a r ly *  no one p e rso n  can  b e  s a id  to 

h a re  a  monopoly sh a re  In  t l a le ;  i t  i s  th e  le g a c y  
o f  c o u n t le s s  num bers o f  men and  women* many o f 
fitoose names a re  f o r g o t t e n  and th e  m a jo r i ty  o f  
whom a r e  dead# And s in c e  i t  i s  a  c u l t u r a l  le g a c y , 
i t  seems d i f f i c u l t  to  deny th a t  th e  g e n e ra l  
oomounity* a s  a  whole, and n o t  by any  q u a l l f i o a -  
t i o n  o f  land* la b o u r ,  o r  c a p i t a l ,  a r e  th e  p ro p e r  
le g a te e s #  But i f  th e  ow nersh ip  o f  w e a lth  produced  
T e s ts  in  th e  ow ners o f  th e  f a c t o r s  c o n t r ib u te d  to  
i t s  p ro d u c tio n , and  th e  ow ners o f  th e  le g a c y  o f  
th e  i n d u s t r i a l  a r t s  a r e  th e  g e n e ra l  community, i t  
seems e q u a l ly  d i f f i c u l t  to  deny t h a t  th e  c h ie f  
ow ners, and r i g h t f u l  b e n e f i c i a r i e s  o f  th e  modern 
p ro d u c tiv e  system , can be shown to  be th e  i  id iv ld *  
u a l s  composing th e  oonm unity, a s  su ch # "”^

Now th e r e  I s  o n ly  one th in g  w hich p re v e n ts  t h e  g e n e ra l

p u b lic  from  r e c e iv in g  i t s  r i g h t f u l  s h a re  o f  th e  c u l t u r a l

h e r i ta g e ,  and t h a t  i s  la c k  o f  p u rc h a s in g  pow er, o r  money#

The re a so n  f o r  th e  la c k  o f  money and th e r e f o r e  th e  b a s is

Of e v e ry th in g  t h a t  I s  wrong w ith  th e  sy stem , i s  th e  f in a n -
gg

o ia l  s e t - u p  o r ,  i n  o th e r  w ords, th e  Banking I n t e r e s t s *

To u n d e rs ta n d  j u s t  how c o m p le te ly  th e  b an k e rs  dom inate 

th e  s i t u a t i o n ,  a c c o rd in g  to  S o c ia l  C r e d i t ,  i t  becomes

9 1 . C* H. D ouglas, S o c ia l  C re d i t  (New Y ork ), 1933 p# 48-50 

9 3 . I b id # ,  p# 9 8 -9 9 .
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n e o e ssa ry  to  go In to  th o  S o c ia l  C re d i t  th e o ry  o f  money and 

p r i c e .  S o c ia l  C re d i t  r e j e o t e  th e  custom ary  d e f i n i t i o n  o f  

money a s  a  medium o f  exchange o r  a  m easure o f  value*  and 

a d o p ts  a n o th e r  f a i r l y  o rth o d o x  {W alker) d e f i n i t i o n  o f  

money a s  I

*Any medium w hich h as re a c h e d  such  a  d eg ree  o f  
a e c e p t a h i l l t y  t h a t  no  m a tte r  w hat i t  i s  made o f  and 
no m a tte r  why p eo p le  w ant I t*  no one w i l l  r e f u s e  i t  
In  exchange f o r  h i s  p ro d u c t.* ^ ®

P ro ceed in g  from  th is *  S o c ia l  C re d it shows t h a t  banks* n o t 

governments* p o s s e s s  th e  power to  **make" end  " d e s tro y ” money 

a t  w i l l  th ro u g h  t h e i r  c o n t ro l  o f  c r e d i t*  F u r th e r ,  banks 

r a r e ly  le n d  a c tu a l  money b u t o n ly  " s l i c e s ” o f c re d it*  and 

t h i s  c r e d i t  i s  th e  p ro p e r ty  o f  th e  whole community* T here­

fo re  I t  I s  wrong th a t  th e  banks sh o u ld  p r o f i t  by  t h e i r  

e x p lo i ta t io n  o f  th e  g e n e ra l  c re d i t*  and i t  i s .  I n  fa c t*  

wrong t h a t  th e  banks sh o u ld  be a b le  to  make and  d e s tro y  

money a t  w ill*  s in c e  a  f a r  l a r g e r  p o r t io n  o f  th e  medium 

c i r c u la t i n g  a s  money c o n s i s t s  o f  c r e d i t  in s tru m e n ts  o f  

v a r io u s  k in d s  th a n  o f  a c tu a l  c o in  o r  cu rrency*  The p r ic e  

of an  a r t i c l e  i s  composed n o t  on ly  o f  a l l  th e  c o s t s  o f  i t s  

p ro d u c tio n  p lu s  a  p r o f i t  f o r  th e  p roducer*  b u t  a lso*  under 

th e  p r e s e n t  sy stem , o f  a  ch arg e  upon th e  p ro d u c e r  f r  th e  

u se  o f  c r e d i t  * S in ce  th e  p a r t  o f  th e  p r i c e  th a t  g o es  t o

9 3 . C. H* Douglas* The Doug;laa M anual, p .  1 4 .
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rep ay  th e  hanker w i l l  he w ithdraw n from  c i r c u l a t i o n ,  s o  to  

speak , i t  m ust fo llo w  t h a t  th e  w ages, payment f o r  raw  m a te r­

i a l s  and t r a n s p o r t a t i o n ,  d iv id e n d s , and th e  l i k e  r e tu r n e d  to  

the  g e n e ra l  p u b lic  w i l l  a lw ay s he l e s s  th a n  th e  p r ic e  o f  th e  

goods p roduced , by th e  amount o f  th e  h a n k e rs  share#  As 

tim e goes on and p ro d u c tio n  I n c r e a s e s  th e r e  I s  a  l a r g e r  and 

la r g e r  gap betw een th e  p r i c e  o f  goods p ro d u ced  and th e  

money (w ages, d iv id e n d s , paym ents o f  v a r io u s  k in d s )  a v a i l a ­

b le  a s  p u rc h a s in g  power to  p u t  th e s e  goods In  th e  h an d s o f  

th e  p u b lic #  As th e  s i t u a t i o n  becomes p r o g r e s s iv e ly  w orse , 

d e p re s s io n  and d e f l a t i o n  e v e n tu a l ly  r e s u l t#  The o n ly  p eo p le  

who b e n e f i t  from  t h i s  c y c le  e r e  th e  h a n k e rs , and  t h e i r  bene­

f i t  comes d i r e c t l y  from  t h e i r  c o n t r o l  o f  t h e  power t o  con­

t r o l  th e  money su p p ly  ( g r a n t  o r  r e s t r i c t  c r e d i t )  * There I s  

a ls o  In c lu d e d  In  th e  p r l e e  o f  an y  a r t i c l e  a n  in t a n g ib le  

som ething t h a t  I s  term ed by th e  S o c ia l  C r e d i t  d o c tr in e  th e  

"unearned  Increm en t o f  a s s o c ia t io n " #  T hat I s ,  th e  p ro d u c ts  

o f In d u s try  a re  more v a lu a b le  b ecause  o f  th e  f a c t  t3xt t h e i r  

c r e a t io n  was a  c o -o p e ra t iv e  e n t e r p r i s e ,  th a n  th e y  would b e  

I f  a l l  p ro d u c ts  -  w ith  a  r e s u l t a n t  lo w erin g  o f  p ro d u c tio n  -  

m ust be produced b y  s in g le  In d iv id u a ls #

T h is  In c re a s e d  v a lu e  o f  th e  p ro d u c ts  o f  In d u s try  v h lc h  

comes a b o u t th ro u g h  th e  a s s o c ia t io n  and c o -o p e ra t iv e  endeavor 

o f many p e o p le  i s  th e  r i g h t f u l  p ro p e r ty  o f  th e  whole commun­

i t y ,  b u t i t  h as  been ta k en  by th e  b a n k e rs  th ro u g h  t h e i r
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94c o n tro l  o f  c r e d i t*

The reaeo n  euoh a  eyetem  h as  been  a llo w ed  to  grow up* 

say  th e  fo llo w e rs  o f  S o c ia l  C red it»  I s  th e  f a c t  t h a t  we came 

to  demand* In  tim e s  p a s t*  t h a t  o u r  money have v a lu e  i n  it** 

s e l f ,  1* e ,  g o ld , and  g l lv e r *  At th e  same tim e  we have be­

come accustom ed to  th in k in g  t h a t  a l l  o u r  c r e d i t  in s tra z o a n ts  

must r e p r e s e n t  d e f i n i t e  am ounts o f  th e  com m odities we have 

p ick ed  to  u s e  a s  money, and we have come to  f e e l  t h a t  money 

(o r  c r e d i t )  i s ,  i n  I t s e l f ,  w e a l th .  We m ust d iv e s t  o u rs e lv e s  

o f  th e  Id e a  t h a t  money i s  w e a lth , and q u i t  th in k in g  o f  

money in  te rm s o f  som eth ing  i n t r i n s i c a l l y  v a lu a b le .  R a th e r , 

we m ust r e g a rd  money a s  a  t i c k e t  w hich may be exchanged f o r  

gsods and w hich h a s  no v a lu e  a f t e r  th e  exchange h as  been  

made. Money o r  c r e d i t  m ust c o n s ta n t ly  be c r e a te d  to  r e p r e ­

s e n t goods and  t o  m eet th e  need  o f  ad eq u a te  p u rc h a s in g  

power j u s t  a s  r a i lw a y  t i c k e t s  m ust c o n s ta n t ly  be p r in t e d ,  

fu r th e rm o re , th e  c r e a t io n  o f  money sh o u ld  be a s  c o s t l e s s  

and m inor a f a c t o r  i n  in d u s t r y  and o u r econom ic l i f e  a s  th e  

p r in t in g  o f  t i c k e t s  i s  t o  th e  r a i lw a y  company. C o n tin u in g  

th e  an a lo g y . I t  can r e a d i l y  be seen  t h a t  no raSLroad would 

d e sp a tc h  t r a i n s  f u l l  o f  em pty co ach es w h ile  p a s se n g e rs  i n ­

s id e  th e  s t a t i o n  c lam ored  f o r  s e a t s  ^ o f f e r in g  a s  an  excuse

9 4 , C# H. D ouglas, S o c ia l  C r e d i t ,  p .  185 ^ 190 j 130 -1 4 4 ; 
94 ^  1 0 5 ,
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t h a t  th e  su p p ly  o t  t i c k e t s  had  ru n  o u t*  Yet th e  system  

under which we l i v e  i s  even more r id i c u lo u s ,  say  th e  fo llo ii^- 

e r s  o f  S o c ia l C red it*  f o r  we have trem endous s t o r e s  o f  

0 3 ods o r  th e  a b i l i t y  to  c r e a te  them, immense q u a n t i t i e s  of 

raw  m a te r ia ls *  p ro c e s s in g  m ach in ery  o f  a l l  k inds*  th e  a b i l i ­

t y  t o  s a t i s f y  every  human n eed  on one s id e  o f  th e  s t a t i o n  

b a r r i e r  I on th e  o th e r  s id e  we have th o u sa n d s  o f p eo p le  in  

need* an x lo u a  to  t r a d e  th e  f r u i t s  o f  t h e i r  l a b o r s  f o r  

th e se  goods* N e v e rth e le ss*  we a llo w  th e  commodity t r a i n  

to  d e p a r t  to  dump th e  goods I n to  th e  f i r e  o r  th e  s e a  (o r* in  

th e  U n ited  S t a t e s ,  to  p re v e n t t h e i r  p ro d u c tio n  In  th e  f i r s t  

p la c e ) ,  w h ile  th e  needy th o u sa n d s  clam or a t  th e  b a r r i e r  be­

cause  th e y  la c k  th e  t i c k e t s  n e c e s s a ry  t o  become p a s s e n g e rs .

Now* s in c e  th e  o n ly  th in g  wrong w ith  o u r sy stem  i s  th e  

la c k  o f  money* and  s in c e  th e  la c k  o f  money o r  p u rc h a s in g  

power i s  due to  th e  b a n k e rs  t o r  a t  l e a s t  f iv e  p e r  c e n t o f  

the b ig g e s t  caies), th e  reiaedy m ust l i e  In  hav ing  th e  s t a t e  

ta k e  back  th e  power to  make money ( th e  c o n t r o l  o f  c r e d i t )  

which i t  n e v e r shou ld  have a llo w e d  th e  banks to  u su rp  in  

th e  f i r s t  p la ce*  A t th e  v e ry  l e a s t ,  th e r e  m ust be a  s o c i a l ­

i z a t i o n  o f c re d i t*  and i f  th e  banks c o n tin u e  to  c o n t r o l  

c r e d i t ,  i t  m ust be a s  a  f u n c t io n  d e le g a te d  by th e  s t a t e  and

95* H ew le tt Johnson , S o c ia l  C re d i t  and  th e  War on P o v e r ty . 
p* 5 -  10* i n  S o c ia l  C re d it  P a m p h le te e r*

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



th «  p r o f i t s  o f  t h a t  f o n c t io n  m ust a c c ru s  t o  th e  community a s  

ft whole* Banks m ust assume t h e i r  p ro p e r  f u n c t io n s  vÉileh a re  

sim ply  to  s e rv e  a s  a c c o u n ta n ts  and to  su p p ly  p la c e s  o f  s a fe  

keep ing  f o r  v a lu a b le  p ro p e r ty *  Thus banks would be ex p ec ted  

to  Charge no i n t e r e s t  upon lo a n s ,  n o r would th e y  pay i n t e r ­

e s t  upon d e p o s its }  In s te a d  a  s m a ll charge  would be made f o r  

th e  s e rv ic e  re n d e re d  in  s a f e  g u a rd in g  d e p o s its*

More c o m p le te ly , th e  S o c ia l  C r e d i t  remedy f o r  o u r  s o c ia l  

I l l s ,  c o n s i s t s  o f  t h r e e  th in g s }  ( 1 ) t h e  s o c i a l i s a t i o n  o r  

n a t io n a l i z a t i o n  o f  money and c r e d i t } ( 8 ) th e  g r a n t in g  o f  

p u rc h a s in g  power i n  th e  form  o f  n a t io n a l  d iv id e n d s  to  a l l  

d t l z e n s }  (3 ) th e  s a l e  o f  a l l  goods a t  a  **just" o r  *compen«* 

sa te d *  p r i c e  th ro u g h  th e  u se  o f  th e  " n a t io n a l  d isco u n t* * ^ ^

The s o c i a l i z a t i o n  o f  c r e d i t  w i l l  n o t o n ly  c a l l  f o r  th e  

s t a t e  to  ta k e  over th e  c o n t r o l  o f  c r e d i t ,  b u t I t  w i l l  c a l l  

f o r  th e  a b o l i t i o n  o f I n t e r e s t *  Loans w ith o u t I n t e r e s t  w i l l  

be made to  In d u s try  f o r  th e  p u rp o se  o f  p ro d u c tio n #  F u r th e r ,  

I t  w i l l  be n e c e s sa ry  to  open a  " n a t io n a l  accoun t book" In  

which th e  t o t a l  c a p i t a l  a s s e t s  o f  th e  r e g io n  c o n s id e re d  

w i l l  be e n te r e d .  T h is  e s t im a te  w i l l  in c lu d e  n o t o n ly  th e  

v a lu e  o f  a l l  la n d ,  b u i ld in g s ,  m ach ines, and th e  l i k e  b u t

96# Time, Sept*  8 , 1935, p* 17*

97 , D ouglas, S o c ia l  C re d i t ,  p ,  205 -  812*
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a ls o  th e  c a p i t a l  v a lu e  o f  a l l  th e  c i t i z e n s #  (M ajor D ouglas 

e s t im a te s  t h a t  a  U n ite  & S ta t e s  c i t i z e n  a t  th e  age o f  E5 

woulâÿ on th e  a v e ra g e , be w o rth  $50 ,000 to  th e  c o u n u n l t y ) 

A g a in s t t h i s  t o t a l  m ust appeay th e  an n u a l consum ption  o f  

m a te r ia l s ,  d e p r e c ia t io n  o f  m ach inery  and  b u i ld in g s ,  ex ­

h a u s tio n  o f  raw  m a te r ia l s  and th e  l i k e  # The s t a t e  m ust keep 

c a r e f u l  account o f  t h i s  c a p i t a l  v a lu e  a t  a l l  t im e s  and must 

is s u e  f i n a n c i a l  c r e d i t  (money) to  th e  f u l l  e x te n t  o f  th e  

r e a l  c r e d i t  (goods, e tc # )  In  e x is te n c e *  TThenever t h e r e  I s  

an a p p re c ia t io n  I n  th e  r e a l  c r e d i t  o f  th e  c o u n try  o v e r  th e  

f in a n c ia l  c r e d i t ,  more money m ust b e  I s su e d , b u t when th e
99r e a l  c r e d i t  d e c l in e s ,  th e  money su p p ly  m ust be c o n tra c te d #  

The n a t io n a l  d iv id e n d  s h a l l  be p a id  to  a l l  c i t i z e n s  

a s  s h a re h o ld e rs  in  th e  c o rp o ra tio n  vifelch t h e i r  c o u n try  h a s  

now becom e. The r l ^ t  o f  each  in d iv id u a l  to  a  d iv id e n d  I s  

based  upon th e  p o s tu la t e  t h a t  th e  u n o arn ed  Increm en t o f  

a s s o c ia t io n  and th e  c u l t u r a l  h e r i t a g e  a r e  th e  p ro p e r ty  o f  

everyone# T h e re fo re  some a r b i t r a r y  f i g u r e  s h a l l  be f ix e d  

upon each  y e a r  (some p e rc e n ta g e  o f  th e  c a p i t a l  v a lu a t io n )  

a s  a  d iv id e n d  and t h a t  amount d iv id e d  e q u a l ly  among th e  c i t i ­

z e n -sh a re h o ld e rs#  T h is  would p ro b a b ly  be done by means o f 

m onthly  ch eck s th ro u g h  th e  p o s t  o f f ic e #  T h is  sum, however

98, C# H. D ouglas, S o c ia l  C r e d i t ,  p .  S05#
99# H ew le tt Johnson , S o c ia l  C re d i t  and  th e  y/ar on P o v e rty . 

p .  2 0 -2 2 , i n  S o c ia l  C re d i t  P a im sh le tee r#" "
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la r g e ,  w u ld  be t a x  f r e e *  A lao , no change l a  th e  e x i s t i n g  

ow nership o f  I n d u s tr y  would be In v o lv ed *  T hese d iv id e n d s  

would s im p ly  be p a id  by th e  governm ent a s  p a r t  o f  I t s  con­

t r o l  o f  th e  c r e d i t  end In  l i n e  w ith  i t s  d u ty  to  i s ;  u@ a d d i­

t i o n a l  money to  keep up w ith  th e  a p p r e c ia t io n  o f  r e a l  c r e d i t  

Whereas th e  u se  o f  th e  n a t io n a l  d iv id e n d  e lo n e  m ight 

le y  th e  system  open to  a  ch arg e  o f  b r in g in g  abou t i n f l a t i o n  

th rough  I t s  in c re a s e  In  th e  money su p p ly  and a  co rre sp o n d in g  

In c re a s e  I n  p r i c e s  and even a  d e c re a se  i n  p u rc h a s in g  power, 

S o c ia l C re d it  r e p l i e s  t h a t  an  ex p an s io n  o f  money i n  I t s e l f  

i s  n o t i n f l a t i o n ;  we do n o t have I n f l a t i o n  u n t i l  we have ex­

panded th e  p r i c e  le v e l#  The n a t io n a l  d is c o u n t  i s  th e  

m achinery to  be u se d  to  p re v e n t i n f l a t i o n  by  n o t a llo w in g  

th e  p r ic e  l e v e l  t o  r i s e *  I n  f a c t .  I t  i s  th e  S o c ia l  C re d i t  

th e o ry  t h a t  th e  n a t io n a l  d is c o u n t w i l l  even red u ce  th e  p r ic e  

le v e l  w ith  th e  g r a t i f y in g  r e s u l t  t h a t  p u rc h a s in g  power w i l l  

have in c re a s e d  th ro u g h  th e  u se  o f  th e  n a t io n a l  d iv id e n d  in  

company w ith  th e  n a t io n a l  d is c o u n t#  The amount o f  th e  

n a t io n a l  d isc o u n t would be  d e te rm in e d  hy  d iv id in g  th e  n e t  

enrichm ent o f  th e  c o u n try  by  th e  t o t a l  o r  g ro s s  e n r ic h m e n t. 

(Thus; th e  c o u n try  p ro d u ces  o r  im p o rts  w e a lth  to  th e  v a lu e  

o f 1 0 0  m i l l io n s  I goods u sed  o r  e x p o r te d  a re  v a lu e d  a t  75 

m ill io n s*  % hile  th e r e  l a  a  t o t a l  o r  g ro s s  e n r ic h ire n t o f

10 0 . G* H« D ouglas, S o c ia l  C r e d i t .n* 2 0 7 -2 0 8 .
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1 0 0  m i l l io n s ,  th e  n o t en rich m en t I s  25 m i l l i o n s .  Thus th e  

n a t io n a l  d isc o u n t I s  25 p e r  c e n t . )  A b u y er o f any a r t i c l e  

would be a b le  to  p u rc h a se  th e  a r t i c l e  f o r  th e  amount o f th e  

n a t io n a l  d is c o u n t l e s s  th a n  th e  m arked p r ic e ,  and  th e  s e l l e r  

upon p r e s e n ta t io n  o f  ev ld en o e  t h a t  th e  t r a n s a c t io n  had ta k en  

p la c e  * would be p a id  th e  amount o f  th e  n a t io n a l  d is c o u n t by 

th e  governm ent. For I n s ta n c e :  I f  th e  p r i c e  o f a  s u i t  o f

c lo th e s  were $40 and th e  n a t io n a l  d is c o u n t am ounted to  25 

p e r c e n t ,  th e  m erchan t would r e c e iv e  o n ly  tSO, from  th e  

buyer, f o r  th e  s u i t .  The rem a in in g  $10 would be p a id  th e  

m erchant by th e  governm ent. Thus, b y  th e  u se  o f  th e  n a t io n ­

a l  d isc o u n t to  re a c h  a  **com pensated p r i c e " ,  th e  v a lu e  o f  

th e  n a t io n a l  d iv id e n d  to  each  c i t i z e n  would be enhanced 

s in c e  p u rc h a s in g  power would be In c re a s e d

T here  would be no ta x e s  u n d e r t h i s  sy stem  w ith  th e  ex -
102c e p tlo tt o f  a  tu r n o v e r "  o r  s a l e s  t a x .  Wages, p r o f i t s ,  and 

th e  l i k e  would c o n tin u e  to  be r e c e iv e d  by th e  I n d iv id u a ls  

e n t i t l e d  to  them In  a d d i t io n  to  th e  n a t io n a l  d iv id e n d s . I n  

S h o rt, th e  d i s c i p l e s  o f  M ajor D ouglas f e e l  t h a t  t h i s  system  

would co m p le te ly  f u l f i l l  th e  S o c ia l  C re d i t  o b je c t iv e  o f  

e n a b lin g  th e  p e o p le  to  e x e r c is e  an e f f e c t iv e  demand on every*  

th in g  vdilch th e y  c o u ld  p roduce  .^03

101# Â. L . G ibson , T%at I s  T h is  S o c ia l  C re d it?  p .  21 -2 6 , In  
The S o c ia l B r e d i t "P an ip h le^eer. ‘ ( L o n d o n 1935) #

102 , G. H.‘ D oug las, The Pou<g:la3  Manual o f  S o c ia l  C re d i t ,  p . 55 
103# G ibson , o p . c i t . ,  p .  2 5 ,
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The e x a c t  m anner I n  w hich t h i s  ay s te ia  I s  to  he  a c h ie v e d  

eeetns to  he  aomewttat nehuXous, even I n  th e  m inds o f th e  m ost 

a rd e n t f o l lo w e r s  o f  SooieX C re d it*  F u r th e r ,  th e r e  i s  l i t t l e  

a tte m p t to  e x p la in  j u s t  how th e  c u ltm d . h e r i t a g e  and th e  tm* 

e a rn ed  in c rem en t o f  a s s o c ia t io n  w i l l  he e v a lu a te d *  F u r th e r ,  

ncme o f  th e  e n t h u s i a s t i c  gen tlem en  Who have w r i t t e n  concern* 

in g  th e  s u b je c t  o f  S o c ia l  C re d i t  have b o th e re d  to  e x p la in  

J u s t  What p re v e n ts  th e  g iv in g  o f  th e  n a t io n a l  d iv id e n d  and 

th e  n a t io n a l  d is c o u n t on th e  one hand an d  th e  le v y in g  o f  a  

s a le s  ta x  to  f in a n c e  th e  whole th in g  on th e  o th e r  from  b e in g , 

a s  one c r i t i c  e x p re s s e s  i t ,  a  p la n  f o r  **t@klng money fro m  one 

p o ck e t and a t  g r e a t  e sp e n se , t r o u b l e ,  v e x a t io n , and an  amount 

of p a ra d e , p la c in g  tdaat was l e f t  In  th e  o th e r  p o c k e t 

The av e rag e  r e a d e r  * a t  l e a s t  th e  r e a d e r  u n i n i t i a t e d  in  th e  

m y s te r ie s  o f  S o c ia l  C re d it  •  may a l s o  have a  l i t t l e  d i f f i c u l ­

t y  l a  u n d e rs ta n d in g  upon J u s t  w hat b a s i s  th e  " c o rp o ra te  

p r o f i t s "  o f  a  c o u n try  may be f ig u r e d  in  o rd e r  t o  g iv e  a  sound 

and e q u i ta b le  b a s i s  f o r  th e  d e c la r a t io n  o f  d iv id e n d s . Even 

w ith  a l l  th e s e  d e f e c t s ,  how ever, i t  would be v e ry  h a rd  to  

m a in ta in  t h a t  S o c ia l  C re d i t  does n o t p u t i t s  f in g e r  upon some 

bad s p o ts  In  o u r sy stem  a s  I t  I s  now r u n .  T here  i s  no  end o f  

m a te r ia l  to  be fo u n d  i n  S o c ia l  C re d i t  l i t e r a t u r e  v d th  w ldch

104 , w, M, D avidson, The A b e rh s r t P la n , (C a lg e ry , 1 9 3 5 ), p*2<
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anyone, # io  b o l la v e s  th e  p r e s e n t  sy stem  does n o t p ro v id e  

even a  minimum amount o f  s e c u r i t y ,  m ust ag ree#

S o c ia l C re d it  in  A lb e r ta

**A l i t t l e  know ledge l a  a  d an g ero u s thing.** T h is  was 

w e ll p ro v en  In  A lb e r ta  p o l i t i c s  i n  th e  p a s t  y e a r  when a  

S o c ia l C re d it  wave e n g u lfe d  ou r n o r th e rn  n e ig h b o rs , t ’ e 

p ro v in ce  o f  A lb e rta #  I n  th e  e l e c t i o n  o f  1935 W illiam  A b e rh a r t 

and h i s  S o c ia l  C re d it  p a r ty  became th e  governm ent o f  A lb e r ta ,
% A  ÿg

c a p tu r in g  57 o f  th e  63 s e a t s  in  t h e  p r o v in c ia l  p a r lia m e n t#

Mr# A b e rh a rt I s  p io u s ,  c o n s c ie n t io u s ,  an a s t u t e  p o l i t i c i a n ,  

b u t on th e  whole a s  In n o c e n t o f any  knowledge o f  econom ics 

a s  any man wîio was e v e r  c a l l e d  to  h o ld  a  r e s p o n s ib le  posl** 

t io n  in  th e  governm ent o f  a  g r e a t  peop le*  H is  fo llo v A n g  i s  

e n th u s i a s t i c  to  th e  p o in t  o f  f a n a t ic is m , p ro found  i n  I t s  

b e l i e f  t h a t  ho i s  a  modern M essiah  g o d -a p p o in te d  to  le a d  th e  

w orld  - o r  a t  l e a s t  A lb e r ta  •  o u t  o f  i t s  p r e s e n t  d i f f i c u l t i e s ,  

and y e t p ro b a b ly  no e l e c t o r a t e  was e v e r  so p ro fo u n d ly  ig n o r ­

a n t o f  th e  p u rp o se s  o r  I m p l ic a t io n s  o f  th e  p la n  th e y  p u r­

p o r te d  to  f a v o r  a s  th e  trem endous m a jo r i ty  w hich sw ept Mr# 

A b erh art and h i s  p a r ty  to  power l a s t  August#

S in ce  th e  im p re s s io n s  o f  "eye-w itnesses**  a re  o f te n  con­

s id e re d  a n  a c c e p ta b le  so u rce  o f  h i s t o r y ,  I  s h a l l  u se  f o o t ­

n o te s  and r e f e r e n c e s  to  a u t h o r i t i e s  l e s s  f r e q u e n t ly  in  th e

105# Time. Sept#  2 , 1935, p* 16#
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rem ain in g  p o r t io n  o f  t h i s  c h a p te r  cm S o c ia l  C re d it*  I t  was 

my good fo r tu n e  t o  spend s e v e ra l  m onths i n  Canada j u s t  p r i o r  

to  l a s t  y e a rn s  e l e c t i o n  and  a t  th e  tim e t h a t  th e  cam paign 

was th e  **hottest*** A t th a t  tim e  S o c ia l  C re d it  was th e  o n ly  

s ta b le  s u b je c t  o f  c o n v e r s a t io n ;  no m a tte r  th e  o r i g i n a l  sub«# 

J e e t  under d is c u s s io n  in  any  g a ^ e r l n g ,  th e  c o n v e rs a tio n  

soon v e e re d  ab o u t t o  S o c ia l  C re d it*  N a tu ra lly #  w ith  r e la »  

t i v e s  and  f r i e n d s  f in d in g  th e  s u b je c t  o f  such v i t a l  inter** 

est# I  f e l t  cmnstrsdLned to  make some in v e s t ig a t i o n  o f  th e  

s u b je c t  m y se lf * T h is  I  d id  th ro u g h  c o n v e rs a t io n s  w ith  th o s e  

i n t e r e s t e d ,  new spaper and m agazine a r t i c l e s #  r a d io  speeches# 

and p o l i t i c a l  m eetings*  I  f e e l ,  th e re fo re #  t h a t  my Im* 

p re s s io n s  a r e  re a s o n a b ly  r e l i a b le #  and  t h a t  my In fo n a a t io n  

i s  more com plete  th a n  I  co u ld  o b ta in  by r e a d in g  an y  number 

o f  seco n d ary  so u rc e s  p u b lis h e d  i n  t h i s  c o u n try  s in c e  t h a t  

tim e . Thus I  f e e l  j u s t i f i e d  i n  c o n s id e r in g  t h a t  on many 

p h ases  o f  t h i s  d iv i s io n  o f  th e  s u b je c t  X am my own b e s t  

a u th o r i ty  end t h a t  r e f e r e n c e  t o  o th e r s  i s  u n n e c e ssa ry  In  

many in s ta n c e s  which would o r d i n a r i l y  c a l l  f o r  t h e  c i t a t i o n  

o f  an  a u t h o r i t a t i v e  so u rce*

P o l i t i c a l l y  Vd.lllam A b e rh a rt may b e s t  be  d e s c r ib e d  a s  

a  com bination  o f  U pton S i n c l a i r  an d  F a th e r  C oughlin* L ike 

th e  p d e a t he b u i l t  up h i s  o r i g i n a l  fo llo w in g  by means o f  

th e  ra d io *  He was f o r  tw e n ty  y e a r s  p r in c i p a l  o f  th e  C re scen t 

H e ig h ts  h ig h  sc h o o l In  C algary# th e  l a r g e s t  s c h o o l i n  th e
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p ro v in c e . One o f  h i s  p o l i t i c a l  o p p o n en ts  e s t im a te s  him a s  

o n ly  a  f a i r  te a c h e r  hu t a  com peten t e x e c u tiv e }  a  man who had

tshown h im s e lf  to  he " r e e o u r c e f u l ,  e f f i c i e n t ,  d e te rm in ed
XÔGs tro n g , and reso lu te***  A p le n a  man, he was f o r  y e a r s  

connected  w ith  a  sm a ll C a lg a ry  church  a s  la y  m in is te r*  ï / l th  

th e  adven t o f  r a d io  he became one o f  th e  p io n e e r s  o f  b ro ad ­

c a s t in g  in  A lb e r ta  and h is  P r o p h e t ic  B ib le  I n s t i t u t e  grew  to

a  $63,000 p la n t  w ith  th o u san d s  o f  a d h e re n ts  o u ts id e  o f  
107A lb erta*  L ik e  Upton S i n c l a i r  he b u i l t  up and c o n s o lid a te d  

a  p o l i t i c a l  m achine by  means o f  ne ighbo rhood  c lu b s .

E a r ly  in  th e  d e p re s s io n , th e  A b e rh a rt b ro a d c a s ts  from 

h is  P ro p h e tic  B ib le  I n s t i t u t e  began to  ta k e  an econom ic 

tone*  He had been p ro fo u n d ly  Im p ressed  by th e  D ouglas v i s i t  

to  CalgEury and  he was soon p re a c h in g  th e  d o c t r in e s  o f  S o c ia l  

C re d it i n  h i s  b ro a d c a s t  s . I t é e e ms  r a t h e r  o bv ious t h a t  

Mr. A b erh a rt* a  u n d e rs ta n d in g  o f  th e  D m g la s  d o c t r in e s  was 

a t  b e s t  in co m p le te  (an d  imAiose i s n ’ t ? ) ,  f o r  th e  S o c ia l C re d it 

p la n  f o r  A lb e r ta  was a  s a d ly  em a sc u la te d  D ouglas p lan*  Mr* 

A b erh art r e t a in e d  th e  mumbo-jumbo o f S o c ia l  C re d i t  te rm in o lo g y , 

th e  id e a  o f  th e  b a s i c  ( n a t io n a l )  d iv id e n d  -  w ith o u t th e  

n a t io n a l  d is c o u n t ,  how ever, th e  s a l e s  t a x ,  th e  Id e a  o f  ta k in g

10§* Time, S e p t ,  2 , 1935, p .  16 and 7/* M. D avidson, The
X08. f o à s o p y .  1935)

P* 24»
107* Time* S ept*  2 , 1935, p ,  1 6 .
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a d e f i n i t e  **eock" a t  th e  h an k er fig, and l i t t l e  e l s e .  Aa p a r t

o f h ie  owi p la n , he e e te  up a  S t a t e  C re d it  House, w hich i s
109to  r e c e iv e  and  i s s u e  d iv id e n d  c r e d i t s ,  b u t n o t ,  a a  c a l l e d  

f o r  in  th e  D ouglas p la n ,  to  keep  th e  su p p ly  o f  c r e d i t  i n s t r u ­

m ents e q u a l to  th e  p r i c e  o f  goods p roduced  so t h a t  th e re  

w i l l  be in  e x is te n c e  a t  a l l  t im e s  enough p u rc h a s in g  power 

to  buy a l l  th e  goods l a  th e  p ro v in c e *  H is ♦♦Just price** to  

be d e te rm in ed  by f ix in g  th e  r e tu r n  f o r  a l l  e lem en ts  o f  p ro ­

d u c tio n , reascm ab le  p r o f i t ,  and  th e  l i k e ,  was a  mere shadow 

of th e  D ouglas "com pensated  p r i c e " .  Mr. A b e rh a rt ex p ec ted  

to  re c o v e r  th e  t o t a l  amount o f  th e  b a s ic  d iv id e n d  th ro u g h  

h is  s a le s  t a x ,  a l th o u g h  th e  D ouglas s a l e s  t a x  was sim ply  

to  p ro v id e  th e  o r d in a r y  re v e n u e s  n e c e s s a ry  to  ru n  th e  govern­

m en t. I n  th e  D ouglas p la n  th e  n a t io n a l  d iv id e n d s  and th e  

n a t io n a l  d is c o u n t  w ere s im p ly  th e  m onetary  r e p r e s e n ta t io n  

o f  th e  c u l tu r a l  h e r i t a g e  and th e  u n ea rn ed  Increm en t o f 

a s s o c ia t io n ,  and w ere th e  n e c e s s a ry  i s s u e  o f  " t i c k e t s "  to  

keep th e  su p p ly  of p u rc h a s in g  power e q u a l to  th e  su p p ly  o f  

8 )od 8 .  A no ther A b e rh a rt in n o v a tio n  announced d u rin g  th e  

campaign was th e  r e s t r i c t i o n  o f  th e  d iv id e n d s  to  th e  p o l i ­

t i c a l  s u p p o r te r s  o f  S o c ia l  C r e d i t S t i l l  a n o th e r  

d i f f e r e n c e  from  th e  D ouglas d o c t r in e s ,  and re g a rd e d  by th e

109 . The_ p e r f e c t  C ycle (S tu d y  Group F e a tu re  a  pam phlet
is s u e d  by S o c ia l  C re d i t  League o f  A lb e r ta ,  C a lg a ry , 1 9 3 5 .) 

110* y a m  am A b e rh a r t ,  S o c ia l  C re d i t  M anual. (C a lg a ry , 1935)
P* 4 7 . —
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fo llo w e rs  o f  A b e rh a r t a s  a  d i s t i n c t  Im provem ent upon th e

p u re ly  econom ic t e n e t s  o f  D o u g la s!an , was th e  req ,u irem ent

th a t  n<me o f  th e  b a s ic  d iv id e n d s  m ig h t be  sp e n t upon l i q u o r
111or l u z u r l e s ,  b u t o n ly  upon th e  n e c e s s i t i e s  o f  l i f e *

F in a l ly  th e  A b e rh a rt p la n  c a l l e d  f o r  th e  payment o f  d iv id e n d s ,

n o t l a  r e g u la r  c r e d i t  in s tru m e n ts  o r  in  money, bu t i n  non*

n e g o tia b le  c e r t i f i c a t e s  w hich m ust r e t u r n  to  th e  C re d it

House w ith in  f o r t y - e i g h t  h o u rs  a f t e r  b ^ in g  ex ch a ig ed  f o r

goods. I n  a  vague way th e s e  c e r t i f i c a t e s  would be a  **ch arg e

a g a in s t  th e  N a tl ira l  R eso u rces  o f  th e  P ro v in c e  much i n  th e
112same way a s  th e  p r e s e n t  Government Bonds e r e , "  However,

the  c r e a t io n  o f  a  huge d e b t was d e n ie d  b ecau se , Mr, A b e rh a rt

a s s e r te d ,  th e  v e lo c i ty  o f  tu rn o v e r  o r  c i r c u l a t i o n  o f  money

and goods In  th e  p ro v in c e  — s t im u la te d  a s  e j e c t e d  by th e

new b lo o d  o f  th e  S o c ia l  C re d i t  d iv id e n d s  -  would p ro v id e

th e  b a s i s  o f  a  s a l e s  t a x  which would r a i s e  trem endous am ounts
113

o f  money upon a  r e l a t i v e l y  sm a ll e x p e n d itu re  o f  r e a l  money.

Very few p eop le  In  A lb e r ta ,  p e rh a p s , had  ev er u n d e rs to o d  

e i t h e r  th e  D ouglas o r  A b e rh a r t  p la n s ,  and a s  th e  A b e rh a rt

111* Time, Sept* I d ,  1933, p* 22 ,

112• W illiam  A b e rh a r t, S o c ia l  C re d i t  M anual. {C algary , 1935) 
p * S3“27 *

113* I b i d . ,  p .  27-31*
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p la n  baeame more and more eonfnsed* th e  mimber even  

claim ed an  under a t  en d in g  o f  th e  p la n  became a lm o st non-* 

e x is te n t*  %hat th e  p eo p le  d id  u n d e rs ta n d , how ever, was t h a t  

Mr$ A b e rh a rt was p ro ra is ln g  e v e ry  a d u l t  c i t i z e n  o f  A lb e r ta  

a  b a s ic  d iv id e n d  o f  $25 a  m onth, and  f u r t h e r  t h a t  I t  would 

no t be n e c e s s a ry  to  do  a n y th in g  to  e a rn  this money. They 

a lso  u n d e rs to o d  t h a t  u n d e r th e  fo rm er governm ent th e  p ro ­

v in c ia l  d e b t had  been  g r e a t l y  in c re a s e d  and t h a t  ta x e s  were 

v e ry  h ig h  and tim e s  were v e ry  h erd *  They under s to o d , f u r ­

th e r^  t h a t  th e y  r e c e iv e d  a  low p r i c e  f o r  th e  th in g s  th e y  

so ld  and  p a id  a  much h ig h e r  p r i c e  f o r  th e  th in g s  th e y  b o u g h t. 

Unemployment f i g u r e s  were v e ry  h ig h  and In c re a s in g  d o l ly .

Thus th e  in c id e n c e  o f  d e p re s s io n  and  w hat seemed to  be th e  

prom ise o f  som eth ing  f o r  n o th in g  was enough to  stam pede m ost 

o f  th e  p o p u la tio n  I n to  th e  S o c ia l  C r e d i t  r a n k s .

S o c ia l  C re d it  c lu b a  were o rg a n iz e d  in  ev ery  community -  

no c ro s s  ro a d s  was to o  sm a ll to  s u p p o r t an  a c t iv e  c lu b .  F o r 

a  y e a r  b e fo re  th e  e l e c t i o n ,  c lu b s  h e ld  r e g u la r  m e e tin g s , 

s tu d ie d  S o c ia l  C re d it  l i t e r a t u r e  s u p p l ie d  from  C a lg a ry ,

Worked among t h e i r  f r i e n d s  and n e ig h b o rs  to  make c o n v e r ts  to  

th e  c a u s e . Due, p ro b a b ly  to  th e  p io u s  c h a r a c te r  o f  th e  le a d ­

e r ,  the  movement d ev e lo p ed  a l l  th e  re v e re n c e  and r e l l g lo u a  

fe rv o r  o f  a  c ru sa d e  o r  a  r e v i v a l  m eet! g .

I n  v a in  f r ig h te n e d  c o n s e r v a t iv e s  p o in te d  o u t t h a t  th e  

a p p l ic a t io n  o f  th e  A b e rh a r t P la n  w ould mean p ro d ig a l
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ta x a tio n »  trem endous in c r e a s e  i n  coinmodlty p r ic e s»  im p o ss i­

b le  r e s t r i c t i o n s  upon a g r i c u l t u r e ,  f l i g h t  o f  c a p i t a l  from  

th e  p ro v in c e , danger o f  d i c t a t o r s h i p ,  économie I s o l a t i o n  f o r  

th e  p ro v in c e , and t h a t  th e  w hole scheme was p ro b a b ly  uncon­

s t i t u t i o n a l  anyway a s  w e ll  a s  b e in g  founded  upon an econom ic
1 1 4

f a l l a c y .  The le a d e r  I n s t r u c t e d  h i s  fo l lo w e r s  i n  h i s  

w r i t in g s  and In  h i s  p u b l ic  u t t e r a n c e s  n o t to  a rg u e  w ith  

« u n b e lie v e rs "  and to  a c c e p t th e  program  on f a i t h  u n t i l  such  

tim e a s  he cou ld  g e t  a ro u n d  to  w ork ing  o u t th e  a c tu a l  de­

t a i l s  o f  th e  p la n .  H is fo llo w in g  re sp o n d ed  lo y a l ly  w ith  

th e  r e s u l t s  a l r e a d y  n o te d  when e l e c t i o n  day came. So d e l  

C red it m e e tin g s  were " s e l l - o u t s "  a l l  o v e r th e  p ro v in ce*

When th e  le a d e r  sp o k e , th o u san d s  crowded to  h e a r  and see  him . 

O p p o sitio n  sp e a k e rs  w ere f o r c e d  to  sp eak  l a r g e ly  to  th e  

members o f t h e i r  ico n ed ia te  f a m i l i e s  and t h e i r  f r i e n d s .  The 

g e n e ra l  p u b lic  had  made up i t s  mind and d ld n * t  a t t e n d .  The 

p re s s  was s o l id ly  a n t i - A b e r h a r t ,  b u t th e  S o c ia l  C r e d i t  

Weekly was th e  o n ly  r e a l l y  w id e ly  r e a d  p ap e r t h a t  summer 

anyway.

As h i s  enem ies were n o t  slow  to  p o in t  o u t ,  tlr* A b e rh a rt 

drew th e  g r e a t e s t  p a r t  o f  h i s  fo l lo w in g  from  th e  s e c t io n  

which "n ev er g e ts  beyond th e  b a s ic  d iv id e n d " , t h a t  i s ,  th e  

group h o p in g  to  g e t  som eth ing  f o r  n o th in g .  A nother group

114* W. M. D avidson, The A b e rh a rt P la n  ( CA&gary. 1 9 5 5 ), p .  2
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 ̂ was composed o f th e  p eo p le  who were ® 1  p ly  a n x io u s  to  g e t  oa  

 ̂ th e  bandwagon. A t h i r d  la r g e  g ronp  was th e  g roup  wliiLcIi was 

a t t r a c t e d  to  him l a r g e ly  by r e l i g i o u s  f r e n z y  and concerned  

o n ly  I n c id e n ta l l y  in  any  p o l i t i c a l  I s s u e s  t h a t  m ight be a t  

s ta k e ,  A few o f  h i s  s u p p o r te r s  w ere s in c e r e ly  a n x io u s  to  

g iv e  S o c ia l  C re d it  a  t r i a l ,  and a  f i f t h  group c o n s is te d  o f  

people w ith  t h e i r  **backe t o  t h e  w a ll"  # 1 0 , i n  d e s p e ra t io n , 

were w i l l in g  to  g iv e  A b e rh a rt a  ch an ce , ccm fld en t t h a t  he 

cou ld  do no w orse th a n  th e  l a s t  governm ent and hoping  t h a t  

he m ight do b e t t e r .  W hile th e s e  g roups a lo n e  m igh t have 

g iv en  A b e rh a rt c o n t r o l  o f  p a r l ia m e n t ,  th e y  co u ld  n e v e r  have 

g iven  him th e  overw helm ing m a jo r i ty  he now h a s .  The opposi-- 

t io n  o v e rlo o k e d  one v e ry  Im p o rta n t g roup  to  whom th e y  f a i l e d  

to  make any  a p p e a l t h a t  c a r r i e d  any  r e a l  r e a s s u ra n c e  w ith  i t .  

T h is  group m igh t be d b s s i f l e d  a s  th e  m o d e ra te ly  p ro sp e ro u s  

fa rm e rs , v o rk e rs , sh o p -k e e p e rs  and th e  l ik e #  T h is  group 

had n o t f e l t  th e  f u l l  f o r c e  o f  d e p re s s io n  y e t  though  th e y  

were f u l l y  c o n sc io u s  o f  th e  f a c t  t h a t  t h e i r  s e c u r i t y  was 

fa c in g  a  r e e l  t h r e a t .  T h is  c l a s s  would o r d in a r i l y  be con­

s e r v a t iv e ,  b u t a t  t h i s  ju n c tu r e  th e y  w ere f r ig h te n e d ,  b ad ly  

f r ig h te n e d  -  b u t n o t  a t  th e  s p e c te r  o f  A b e rh a rt and S o c ia l  

C r e d i t ,  The th in g  w hich  f r ig h te n e d  them f a r  more was th e  

shadowy som eth ing  on th e  p o l i t i c a l  h o r iz o n  beyond A b e rh a r t ,

115» W, îvl. D avidson , The A b e rh a r t P la n . (C a lg a ry , 1955), 
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I  r e c a l l  v e ry  v iv id ly  a  c o n v e rs a tio n  w ith  one o f  th e  m®aher« 

o f  t h i s  group# He was a  f a r ia s r  w ith  a  w e ll  k e p t farm , good 

h u l ld in g s ,  w e l l s ,  wood-*lot, p le n ty  o f  p a s tu r e ,  and w ith  a  

w e ll  d iv e r s i f i e d  system  o f  c ro p -p la n t in g *  In  a d d i t io n  to  

a c rea g e  in  h ay  and s e v e r a l  g r a in s ,  and a  good g a rd en , he had 

hogs, m ilk  oov/s, b e e f  c a t t l e ,  p le n ty  o f  h o rse s*  He owned a  

c a r  o f  f a i r l y  r e c e n t  v in ta g e  and I n  good r e p a i r*  He a l s o  

owned a  t r u c k  I n  good w orking o rd e r*  F u rth e rm o re , he h ad  

alw ays done b u s in e s s  on a  c a sh  b a s i s  and he h ad  no d e b ts  

w hatever* I  knew him w e ll  enough to  know t h a t  r e l i g io u s  

f a n a t ic is m  had n o t to u c h ed  Mm, and t h a t  he w asn^t seek in g  

a  r id e  on an y o n e’ s p o l i t i c a l  bandwagon. I  m en tioned  a l l  

th e s e  th in g s  to  him and ask ed  f r a n k ly :  "r^iy sh o u ld  a  man

who i s  i n  a s  good f i n a n c i a l  c o n d i t io n  a s  you a re  le n d  h i s  

su p p o rt to  some w ild  scheme l i k e  t h i s ?  Even i f  i t  cou ld  

be made to  w ork, i t  w ould have to  work a t  t h e  ezpense  o f 

you and o th e r s  l i k e  you who have a  l i t t l e  and f o r  th e  b e n e -  

f i t  o f  th o s e  who don’ t  have a n y th in g  and p ro b a b ly  n ev er 

would have a n y th in g  u n d e r any  system * "

H is  r e p ly  was I n te r e s t in g *  He gave me r a t h e r  a  new 

s la n t  on th e  q u e s t io n  when he s a id :  " I ’ d r a k e r  ta k e  my

chances on h ay in g  t h i s  id e a  work a t  my esqpense th a n  to  ta k e  

chances on what m igh t happen i f  %ve go on a s  vm have been*

^  c a n ’ t  go on w ith  peop le  lo s in g  t h e i r  fa rm s and t h e i r  

homes and t h e i r  Jobs i n d e f in i t e ly *  T here  a re  h tm dreds o f
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men. and boys w alk ing  th e  ro a d s  •  dozens o f them  go by h e re

ev ery  day# U n le ss  som eth ing  happens f o r  th e  b e t t e r  soon ,

th e  day may come when th e y  J u s t  im n*t w alk any more* I* d

r a th e r  lo s e  a  l i t t l e  un d er A b e rh a r t th a n  ta k e  chances on

lo s in g  e v e ry th in g  a s  a  r e s u l t  o f  Wiat m igh t happen* T h is

A b erh art P la n  had b e t t e r  w ork, b ecau se  i t  may be a l l  t  a t

s ta n d s  betw een u s  and som eth ing  r e a l l y  bad***

US/hat p ro g re s s  h a s  th e  A b e rh a r t P la n  made i n  Canada?

The f a c t  t h a t  M ajor D ouglas h a s  washed h i s  hands o f  th e

whole ezperim on t by r e s ig n in g  a s  f i n a n c i a l  a d v is e r  t o  th e
116government o f  A lb e r ta ,  and t h a t  A lb e r ta  h a s  d e f a u l te d  on

two m atured  bond i s s u e s  s in c e  th e  S o c ia l  C re d it  governm ent 
117took  pow er, and t h a t  no b a s ic  d iv id e n d s  have been p a id  

would make i t  a p p e a r  t h a t  th e  new government h a s  n o t done 

to o  w e l l .

I t  shou ld  be re a l iz e d ,h o w e v e r ,  t h a t  th e  A b e rh a rt govern ­

ment i s  w orking under some v e ry  d i s t i n c t  h an d icap s*  Hot th e

l e a s t  o f  th e s e  a s  f a r  a s  any  ac  u a l  a; p l i c a t i o n  o f S o c ia l

C re d it i s  concerned , i s  th e  f a c t  t h a t  th e  l i m i t a t i o n s  Imposed 

by th e  f e d e r a l  c o n s i tu t lo n  ( B r i t i s h  H orth ..Am erica A ct) would 

e f f e c t iv e ly  c lo s e  th e  g a te  to  m ost o f  th e  p r e - e l e c t io n
l i sA b erh a rt p rog ram . M ost r e s p o n s ib le  f o r  th e  d e f a u l t  on

l id #  Time. March 16 , 1936, p* 24*
1 1 7 . Time. A p r i l  12 , 1936, p .  26*
118# W* M* D avidson , The A b e rh a r t P la n . (C a lg a ry , 1935), p .4-5«
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t^ ô  bond I s s u e  was th e  f a c t  t h a t  th e  S o c ia l  C re d it govexnm eat

in h e r i te d  a  b an k ru p t t r e a s u r y  and  a  d e b t o f  #150 ,000 ,000  ,
119from  th e  o u tg o in g  governm en t. B eing d i tc h e d  by M ajor 

Douglas may be a  b le s s in g  in  d is g u is e ,  b u t th e  s e v e re s t  

hand icap  o f  a l l  i s  th e  f a c t  t h a t  Mr. A b e rh a rt i s  go ing  to  

have a  v e ry  h a rd  tim e  d i t c h in g  th e  S o c ia l  C re d it  idea -  o re  

more a c c u r a te ly ,  th e  b a s ic  d iv id e n d  I d e a .  Ee sp en t o v e r a  

y e a r b u ild in g  up a  p o l i t i c a l  fo llo w in g  upon th e  p r o p o s i t io n  

th a t  be was g o in g  to  g e t  #25 a  month f o r  ev e ry o n e . As a  

r e s u l t  he i s  now p la c e d  in  a p o s i t i o n  vhero  n o th in g  t h a t  he 

does w i l l  be r i g h t  u n le s s  he I s  a b le  t o  d e l iv e r  th e  #25 a  

month. T hat he h a s  n o t been  a b le  to  do, and th e r e  i s  ev e ry  

in d ic a t io n  t h a t  he w i l l  n e v e r be a b le  to  do I t  -  l a  s p i t e  o f  

a f in e  sound ing  " S o c ia l  C re d i t  M easures A c t"  p a sse d  In  th e  

c lo s in g  days o f  h i s  f i r s t  p a r lia m e n t*  T h is  a c t  d e c la re s  

th a t  " th e  p eo p le  o f  th e  p ro v in c e  a r e  e n t i t l e d  to  th e  f u l l  

b e n e f i t  o f  th e  in c rem en t a r i s i n g  from  t h e i r  a s s o c ia t io n "  and 

a u th o r iz e s  an in v e s t ig a t i o n  o f th e  su b je c t* ^ ^ ^  Along o th e r  

l i n e s , o r  r a th e r  In  c o n n e c tio n  w ith  th e  p la n k s  o f  h i s  p la tfo rm  

O ther th a n  th e  S o c ia l  C re d it p la n k s , Mr. A b e rh a rt h a s  done

1 1 9 , Time. A p r i l  13 , 1936 , p .  27 .
120. S ynopsis  o f  S t a t u t e s  o f  G eneral A p rillc a tio n  i^nacted a t  

$ 'i r 81 ’S e ss io n  o f  th e  B th 'X e jc ris la tu re  ( A lb e r ta ) . Bdmon- 
to n ,  1936), p .  6 .
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pro  t t y  w e ll  I n  th a  m a tta r  o f  c a r ry in g  o u t h i  a p r e - e le c t io n  

prom ises» Y et I t  I s  p ro b ab ly  no e x a g g e ra tio n  to  say  th a t  

on t h i s  one I s s u e  w i l l  be b e . Judged by h i s  p e o p le , and -  to  

p a ra p h ra se  th e  v i l l a i n  In  th e  o ld  melodram a -  he h as  p ro b a b ly  

"rued  th e  day" he began  to  p rom ise  p eo p le  $25 a  month lo n g  

b e fo re  th i s #

However, i t  I s  h a rd  to  s e e  how L!r# A b e rh a rt* s  e l e c t i o n

w i l l  h u r t  A lb e r ta  any# Even th e  f a c t  t h a t  he h a s  a  c a b in e t
121In  # i lc h  p o l i t i c a l  a b i l i t y  i s  c o n sp icu o u s  by  I t s  ab sen ce , 

and t h a t  he i s  "w ith o u t e x p e r ie n c e  I n  b u s in e s s ,  w ith  l i t t l e  

knowledge o f  th e  way b u s in e s s  I s  t r a n s a c te d ,  and #*» he I s
122not a  s tu d e n t  o f  governm ent, econom ies, o r  p o l i t i c a l  h i s t o r y , "  

should  do c o m p a ra tiv e ly  l i t t l e  harm# A t l e a s t  A lb e r ta  I s  

h o p e fu l t h a t  s in c e  th e y  have a  le a d e r  who i s  fu n d a rao n ta lly  

h o n e s t, c o n s c ie n tio u s ,  and s in c e r e  t h a t  h i s  governm ent w i l l  

a t  l e a s t  be  an im provem ent o v e r  th e  one i t  rep laced *  Conser*» 

v a t lv e s  have been somewhat r e l i e v e d  to  f in d  t h a t ,  a s  i s  

u sually  th e  ca se , seem5.ng r a d i c a l s  a r e  c h a s te n e d  and so b e red  

by th e  r e s p o n s i b i l i t i e s  o f  b e in g  t h r u s t  I n to  o f f ic e #  Even 

th e  m ost a rd e n t  d i s c i p l e s  o f  th e  S o c ia l  C re d it  Id e a  a re  now 

becoming r e c o n c i le d  to  th e  f a c t  t h a t  I f  any new and s t a r t l i n g  

a p p l ic a t io n  o f  S o c ia l  C re d it  p r i n c i p l e s  i s  made o r  any g r e a t

121 . Tim e. Sept# 16 , 1935, p# 21#
122# %'# M. Davidson# The A b e rh a r t P lan* (C a lg a ry . 1935 ), 

P# 25#
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c o n t r ib u t io n  to  th e  "New Economic a "  comes o u t o f  A lb e rta*

I t  v d l l  have to  coma a s  th e  r e s u l t  o f  p r a y e r ,  a t  which M r.

A b erh art e x c e ls ,  and n o t  a s  th e  r e s u l t  o f  i n t e l l e c t u a l
in

b r i l l i a n c e  o r  s ta te s m a n s h ip ,/« h io h  q u a l i t i e s  Mr, A b e rh a rt* s  

t a l e n t s  a r e  l e s s  e v id e n t#

What c o n t r ib u t io n s  h a s  S o c ia l  C re d i t  made to  th e  s e a rc h  

fo r  s o c ia l  s e c u r i ty ?  I t s  g r e a t e s t  c o n t r ib u t io n  l i e s  In  th e  

f a c t  t h a t  I t  h as  s t r e s s e d  and b ro u g h t to  th e  a t t e n t i o n  of a  

g re a t  many p eo p le  th e  Id e a  t h a t  th e  w o rs t f e a tu r e  o f  o u r  

p re s e n t system  I s  th e  la c k  o f  p u rc h a s in g  power among th e  

m asses, and t h a t  d e s t r u c t io n  o f  s u rp lu s  and r e s t r i c t i o n  o f  

p ro d u c tio n  In  th e  f a c e  o f  e x i s t in g  p o v e r ty  and need  I s  b o th  

c o n tra ry  to  th e  n a tu re  o f  th in g s  an d  c r im in a l ly  w rong. T hat 

I t s  p rim ary  p o s tu la te s  a r e  o f  d o u b tfu l  soundness In  an 

economic sm ise n a t t e r s  n o t a t  a l l  In  th e  Ught o f  th e  s e rv ic e  

I t  h a s  re n d e re d  In  th e  way o f p o in t in g  th e  f i n g e r  o f  p u b l i c i ­

ty  a t  some o f  th e  s o r e s t  s p o ts  In  o u r  econom ic sy stem . The 

c o n tr ib u t io n  to  be e x p e c te d  a s  a  r e s u l t  o f  th e  C anadian 

experim ent I s  l e s s  c e r t a i n .  T here  may b e  soma v a lu e , how­

e v e r , In  th e  f a c t  t h a t  a  r a d i c a l  group h a s  c a p tu re d  a  govern­

ment on t h i s  c o n t in e n t .  C o n se rv a tiv e s  who have r e s i s t e d  

a l l  ap p roach  to  a  r e a l  s e c u r i t y  program  in  th e  f e a r  t h a t  I t  

would c o s t  them so m eth ing , may be made to  r e a l i z e  -  l i k e  my 

f r i e n d ,  th e  A lb e r ta  fa rm e r  -  t h a t  th e  p ro v is io n  of a  d ecen t 

amount o f  s o c i a l  s e c u r i t y  i n  some l e g i t im a te  way may be th e
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C heapest way out» even  i f  I t  does c o s t  them som ething* E ven ts  

In  Canada c e r t a in ly  sh o u ld  s e rv e  to  shake t h e i r  smug essur-» 

anee t h a t  **it c a n * t happen here**» s in c e  th e  p eo p le  who in ­

s t a l l e d  a  S o c ia l  C re d i t  governm ent th e r e  a r e  v e ry  l i k e

th e  p eo p le  on t h i s  s id e  o f  th e  l i n e  i n  e v e ry  way •  i n  f a c t  

a  g r e a t  p e rc e n ta g e  o f  th e  p o p u la t io n  o f  A lb e r ta  came o r ig in ­

a l l y  from  th e  U n ite d  S ta te s *  From t h i s  an g le  a lo n e , we may 

y e t  be a b le  to  p o in t  to  * B ib le  B i l l "  A b e rh a rt a s  one o f  th e  

perm anent landm arks In  th e  s e a rc h  f o r  s o c ia l  s e c u r i ty *
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ciiAFrïïa V 

THS TO m sm D  VhAN

SbSL£3d^
Of alX  th e  pemeioeas ev o lv ed  f o r  en d in g  t h e  d e p re s a lo n  

end p ro v id in g  perm anent s o e ia l  s e c u r i t y  In  th e  U n ited  S t a t e s ,  

th e  one w hich h a s  seemed m ost p l a u s i b l e  and d e s i r a b le  to  th e  

groA est number o f  p e o p le  h a s  been  th e  Old Age R evo lv ing  

P ensions L im ite d , o r  a s  i t  i s  more f a m i l i a r l y  known th e  

Townsend P lan *  A t l e a s t  t h i s  c o n c lu s io n  would seem to  be 

j u s t i f i e d  by  th e  trem endous grow th  o f  th e  movemsnt in  th e  

two and o n e * h a lf  y e a rs  o f  i t s  h i s t o r y  and th e  f a c t  t h a t  i t  

has  bloomed and p ro sp e re d  i n  s p i t e  o f  ev ery  e f f o r t  to  d i s ­

courage o r  d i s c r e d i t  i t  u n t i l  i t  h as  become a  p o l i t i c a l  

fo rc e  o f  c o n s id e ra b le  im p o rtan ce  i n  t h i s  e l e c t i o n  y e a r o f  

1958#

The a u th o r  o f  t h i s  m ost r e c e n t  a tte m p t to  b r in g  about 

th e  d i s i n t e g r a t i o n  o f  a l l  th e  i l l s  o f  man a t  **one f e l l  

swoop" i s  D r# ^ v e re tt  Townsend, a  69 y e a r  o ld  c o u n try  d o c to r*  

D r, Townsend was b o rn  i n  I l l i n o i s  i n  1867, worked h i s  way 

th rough  N ebraska U n iv e r s i t y 's  m e d ic a l s c h o o l, began p ra c ­

t i c e  l a  th e  B lack  H i l l s  o f  S o u th  D akota a t  th e  age o f  36 .

At th e  age o f 52 he moved to  C a l i f o r n ia ,  s e rv e d  f o r  a  tim e 

a s  a s s i s t a n t  c i t y  h e a l th  o f f i c e r  o f Long B each, l a t e r  resum ed 

p r iv a te  p r a c t i c e W i t h  th e  coming o f  d e p re s s io n  bo th  h i s

123. Time. O c t. 15 , 1934, p .  15
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p r a c t ic e  and M s  s a v in g s  were sm pt away, f o r c in g  him to
124sc rap e  a  b a re  l i v in g  a s  a  r e a l ^ e s t a t e  salesm an* Legend 

h as  i t  t h a t  Dr# Townsend was i n s p i r e d  to  b r in g  f o r th  h i s  

p la n  by th e  s ig h t  o f two o ld  crontea d in in g  from  a  g arb ag e  

can# J u s t  a s  p ro b a b le  i s  th e  b e l i e f  th a t  he was s e t  to  

b rood ing  upon th e  m is e r ie s  o f  th e  aged  p oo r by th e  d is a p p e a r ­

ance o f  h i s  own sa v in g s  and  th e  f a c t  t h a t  he had been  fo rced#  

a f t e r  re a c h in g  th e  age o f  60, to  s t r u g g le  f o r  a  l i v in g

r a th e r  th a n  b e in g  a b le  to  e n jo y  a  l i f e  o f  e a se  and s e c u r i t y
125which he f e l t  he h ad  earned*

Dr* Townsend opened th e  P la n t s  f i r s t  o f f i c e  l a  th e  r e a r  

o f a  Long Beach r e a l  e s t a t e  sa le s ro o m  w ith  two a s s i s t a n t s  

in  November o f 1033# H is  su c c e s s  was qu ick#  I n  1934 h i s  

o f f ic e  em ployed f i f t y  p eo p le  and thm re w ere 644 Townsend 

Clubs, D elaw are b e in g  th e  o n ly  s t a t e  in  th e  u n io n  la c k in g  

in  such  an o rg a n iz a tio n #  S a le s  o f  h i s  p am p h le ts  were t r e ­

mendous} betw een two and f i v e  m i l l i o n  p eo p le  were e s tim a te d

to  have s ig n e d  p s tl t io n e  a s k in g  C ongress to  p u t th e  p la n  I n to
126e f f e c t  a t  once# By th e  m id d le  o f  June , 1936, Dr# Townsend 

was d e f i n i t e l y  a  n a t io n a l  f i g u r e  and th e  Townsend P la n  was a  

la rg e  and grow ing e n t e r p r i s e .  The o f f i c i a l  o rgan  o f  th e  

movement. The Townsend N a tio n a l Weekly, h ad  a  c i r c u l a t i o n  o f

124# Time, June 1 , 1936, p# 9# 
125# I b i d . ,  p# 9#
126# Tim e. O c t. 15 , 1934, p# IS ,
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127over 400*000) th e  644 c lu b s  o f  1934 had grown to  a p p ro x i­

m ately  8000)^^® few  bad any  Id e a  o f  th e  e x a c t  n u m erica l 

s t r e n g th  o f  th e  o rg a n iz a tio n *  b u t o f f i c e h o ld e r s  up f o r  r e -  

e le c t io n  f e a re d  t h a t  I t  was v e ry  la rg e *  l i k e  S o c ia l  C re d it  

In  ^ b e r t a *  Townsendlsm h a s  coma to  be a lm o s t a  r e l i g i o n  

w ith  I t s  ad h e ren ts*  and th e  z e a l  w ith  Which th e y  prom ote 

th e  p la n  i s  e v a n g e l ic a l  to  th e  p o in t  o f  f a n a t ic i s m .  A ccord­

in g  to  one w r ite r*  th e  p re s s u re  upon C ongress h as  become 

much g r e a te r  th a n  was e v e r  b ro u g h t by  v e te r a n s  f o r  th e  bonus « 

F u r th e r  " re a so n in g  w ith  th e  Townsend P la n  a d v o c a te s  does no

good «••«» The th in g  l a  n o t In  th e  w orld  o f  re a s o n in g  o r  o f
129s t a t i s t i c s *  I t  l a  In  th e  w orld  o f  m y stic ism * "

%hat a r e  th e  f e a tu re s *  then* o f  t h i s  p la n  which h a s  

ga ined  such  a  fo llo w in g  and h as  b een  th e  s u b je c t  o f  so much 

b i t t e r  d e b a te  th ro u g h o u t th e  c o u n try ?  We f in d  t h a t  th e  

Townsend P la n  b e g in s  v h e re  a l l  o f  o u r  o th e r  p la n s  beg in*  I n  

oomaon w ith  e v e ry  ty p e  o f  p an ace a  a l r e a d y  d iscu ssed *  th e  

Townsend P la n  melees some s ta te m e n ts  abou t th e  p re s e n t  system  

th a t  even th e  m ost r a b id  s u p p o r te r  o f  th in g s  a s  th e y  a r e  

would f i n d  I t  v e ry  d i f f i c u l t  to  deny* T h is  muCh o f  th e  

Townsend P la n  sh o u ld  have a  f a m i l i a r  r in g ;

127# Townsend N a tio n a l Weekly. June 15 , 1936, p* 17#
128 #i Ib id # *  p* 9#
129# Mark S u l l iv a n  q u o te d  In  Time. J a n .  14* 1955* p . 1 4 -1 5 .
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*32ûn i s  l a  went a m id s t p le n ty  I i a  fo o d
enough and m ore to  f e e d  e v e ry  hungry and undernour*^ 
is h e d  p e rs o n ; th e r e  l a  enough w ool, c o t to n  and f i b r e  
to  c lo th e  ev e ry  man, woman and c h i ld  in  t h e  U n ited  
S ta te s  ^ and m ore; t h e r e  a r e  b u i ld in g  m a te r i a l s  i n  
mine and fo r e s t»  m i l l  and f a c t o r y  w arehouse to  house 
ev ery  fa m ily  I n  A m erica In  a  modern home; th e r e  a re  
raw p ro d u c ts , f a c t o r i e s  and  modern m achines -  now 
unused  and I d le  •  s u f f i c i e n t  to  m an u fac tu re  modem 
a p p lia n c e s  and  equipm ent t h a t  a r e  needed f o r  a l l  
th e s e  ;T\odern homes; th e r e  a re  i d l e  r a i l r o a d  e n g in e s  
and f r e i g h t  e a r  a and g r e a t  r a i l r o a d  system s -  now 
th re a te n e d  w ith  o r  In  b a n k ru p tc y  -  w a it in g  to  t r a n s ^  
p o r t  th e s e  needs o f  man to  e v e ry  nook and c o rn e r  o f  
th e  U n ite d  S ta te s *  And th e r e  a r e  t e n  b i l l i o n s  o f  
d o l l a r s  in  go ld  i n  governm ent v a u l t s  o u t  o f  c i r c u ­
l a t i o n  owned by your governm ent — owned by you 
c o l l e c t i v e ly ;  and th e  banks o f  t h i s  c o u n try  have 
th e  g r e a t e s t  r e s e r v e  -  money on hand -  t h a t  th e y  
e v e r  had i n  h i s t o r y .  A m idst a l l  t h i s  w e a lth  in  
money, modem m ach in es, G o d 's  abundance o f  n a t u r e 's  
p ro d u c ts , and I d le  manpower, we a re  a f f l i c t e d  w ith  
w ant, h u n g e r, and  m ise ry  I The f i n a n c i e r s ,  th e  
b u s in e s s  e x p e r t s ,  th e  s o - c a l l e d  'e c o n o m is ts ',  and 
th e  p o l i t i c i a n s  o f f e r  no w orkab le  s o lu t i o n  to  t h i s  
loalady w hich i s  a f f l i c t i n g  th a  coun try*  H ide away 
th e  g o ld , d e s t r o y  fo o d  p ro d u c tio n , and nlow u n d er 
c o tto n  seem t o  be t h e i r  o n ly  remedy f *130 

And a g a in I

*We re c o g n iz e  th e  f a c t  t h a t  th e  in v e n t iv e  g e n iu s  
o f th e  w o rld , and e s p e c i a l l y  o f  th e  U n ite d  S t a t e s ,  h a s , 
th ro u g h  th e  p e r f e c t io n  o f  l a b o r  sa v in g  m achines, c re a te d  
a  huge s u rp lu s  o f  p ro d u c e rs  a s  w e l l  a s  a  s u rp lu s  o f  
p ro d u c ts*  T here  I s  a  c o n s ta n t  s ta n d in g  army o f  th e  
unemployed » • • * They can  n e v e r  be p u t to  work 
a g a in  u n le s s  th e y  a r e  w i l l in g  to  a c c e p t th e  s h o r t  day  
end th e  minimum wage* T h e ir  la b o r  w i l l  b e  to o  expen­
sive*  M achines w i l l  do th e  work o f  a l l  o f  them  in  
i n f i n i t e l y  l e s s  tim e  and a t  l e s s  c o s t* *3-31

130* Old Age R ev o lv in g  P e n s io n s  L im ite d , The Townsend P la n  
(A c i r c u l a r ;  no d a t e ) «

131. The Townsend P la n ,  p* 9# (a  pam phlet is s u e d  to  a l l  
members upon jo in in g  a  Townsend C lub*)
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In  o th a r  word®, we a re  fa c e d  w ith  In c re a s in g  and p ro b a b ly  

perm anent teohnoX ogl e a l  unemployment * we have an u n lim ite d  

c a p a c ity  t o  p roduce  aa  a  r e s u l t  o f  th e  m achine a g e , and th e  

^ I n g  moat r e s p o n s ib le  f o r  th e  p a rad o x  o f  p o v e rty  l a  th e  

m idst o f  p le n ty  I s  th e  la c k  o f  p u rc h a s in g  power in  th e  hands 

of th e  m asses and a  con seq u en t f a i l u r e  o f money to  c i r c u l a t e .  

The Townsend P la n , c o n s id e r in g  a l l  o f  th e s e  th in g s ,  i s  p u t 

f o r th  th e n  p r im a r i ly  a s  a  perm anent n a t io n a l  re c o v e ry  p ro ­

gram. L ike S o c ia l  C re d it  I t  l e  b a se d  upon th e  p rom ise th a t  

our p o l i t i c a l  eystem  l a  s a t i s f a c t o r y  j u s t  a s  i t  i s ,  and th a t  

our economic s t r u c t u r e  ( th e  p r o f i t  system ) i s  a ls o  a  s a t i s ­

f a c to ry  s e t - u p .  The on ly  th in g  r e a l l y  wrong i s  our f i n a n c i a l  

system which p re v e n ts  th e  f r e e  c i r c u l a t i o n  o f  money* T h is , 

says D r. Townsend, can  be rem edied  in  such a sim ple  manner 

th a t  i t  i s  a  wonder no one a r r iv e d  a t  th e  s o lu t io n  b e f o r e .

The s o lu t io n  p ro p o sed  by  th e  Townsend P la n  i s  s im p ly  

th a t  we p e n s io n  ev e ry o n e , e x c e p t h a b i tu a l  c r im in a ls ,  a t  th e  

age o f  6 0 . 3 v e ry  c l t i x e a  would be a u to m a t ic a l ly  in s u re d

a g a in s t  o ld  age  by th e  governm ent a t  b i r t h .  Upon re a c h in g  

th e  ege o f  60, he w ould be e n t i t l e d  to  an a n n u ity  o f  $200 p e r  

month f o r  l i f e .  The o n ly  s t r i n g s  a t ta c h e d  t o  t h i s  a n n u ity  

would be th e  s t i p u l a t i o n  t h a t  th e  r e c i p i e n t  m ust r e t i r e  from  

a l l  fo rm s o f  g a in f u l  em ploym ent, and t h a t  he must g u a ra n te e  

to  spend th e  e n t i r e  amount o f  th e  m onth ly  p e n s io n  w ith in  

t h i r t y  days a f t e r  r e c e iv in g  i t ,  and  f u r t h e r ,  t h a t  th e  money
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muet a l l  be sp en t w ith in  th e  b o u n d a r ie s  o f  th e  U n ite d  S ta te s *  

While th e  1930 census showed a lm o st e le v e n  m i l l io n  c i t i z e n s  

of th e  U n ited  S ta te s  to  be o v e r  60, Townsend le a d e r s  e s t i ­

mate t h a t  p ro b a b ly  o n ly  e ig h t  m i l l io n  would q u a l i f y  f o r  th e  

pension* Payment o f th e  pzroposed p e n s io n  to  t h i s  number 

would r e q u ir e  a sum o f  one b i l l i o n  s ix  hundred  m i l l io n  d o l l e r s  

monthly o r from  tw en ty  to  tw e n ty - fo u r  b i l l i o n  d o l l a r s  an n u a lly *

This sum would b e  r a i s e d  by a  t a x  o f two p e r  c e n t upon a l l
132t r a n s a c t io n s  o f vÆiatever n a tu r e .  I n  t h i s  m anner, say s  th e  

o f f i c i a l  s ta te m e n t th e  Townsend P la n  s t r i k e s  a t  th r e e  o b je c ­

t i v e s ;

" F i r s t ,  t b j  I n c r e a s e  b u s in e s s  and develop  
p r o s p e r i ty  by in c re a s in g  th e  c i r c u l a t i o n  o f money 
and buying power among th e  m a sse s ; second , g iv e  
o p p o r tu n ity  to  American y o u th  and th o s e  u n d e r 60 
now employed by c r e a t in g  jo b s ;  and t h i r d ,  g iv e  
s o c ia l  s e c u r i t y  and  a  d ecen t s ta n d a rd  o f  l i v i n g  
to  our f a t h e r s  and  m others in  t h e i r  d e c l in in g  y e a rs* "

The sp o n so rs  o f  th e  P la n  f e e l  t h a t  th e  p en sio n  system  can

be a d m in is te re d  w ith o u t an y  a d d i t io n  to  p r e s e n t  governm ental

m achinery and w ith  o n ly  s l i g h t  a u g m en ta tio n  o f  e x i s t in g  o f f i c e

f o r c e s .  I t  i s  p ro p o se d  t h a t  paym ent o f  th e  p e n s io n s  be

handled  by means o f  ch eck s  th ro u g h  th e  a d m in is t r a to r  o f

v e te ran s*  a f f a i r s  a t  W ashington. E x is t in g  co u n ty  p e n s io n

boards w i l l  a t te n d  to  th e  m a tte r  o f  a p p l ic a t io n  f o r  p e n s io n s .

133* The Townsend P la n ; N a tio n a l R ecovery  P ro n ra n : Ready
R efe ren c e  (^ h ic a a o . 19S6V, "n* 4 -7 ,

133* I b i d . ,  p ,  7*
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and th e  p en s io n s  w i l l  be sp e n t by means o f  checks drawn upon 

th e  banks where th e  p e n s io n  checks a re  d e p o s ite d *  The bank 

re c o rd s  w i l l  th e n  show w h eth er th e  p e n s io n  h a s  been sp e n t 

and f o r  what p u rp o se  each  e x p e n d itu re  h a s  been made. Only 

when th e re  i s  a  oonqplalnt t h a t  a  p e n s io n e r  i s  n o t spending  

h is  p en s io n  a s  s t i p u l a t e d  w i l l  I t  be n e c e s s a ry  to  c a l l  f o r  

S p ec ia l a c t i v i t y  from  th e  f e d e r a l  governm ent. Nor w i l l  

th e  c o l le c t io n  o f  th e  t r a n s a c t io n  ta x  n e c e s s i t a t e  th e  c re a ­

t io n  o f new governm en ta l m ach in e ry . T h is  t a x  w i l l  be c o lle c t*  

ed in  th e  same manner a s  o th e r  f e d e r a l  ta x e s  by th e  I n t e r n a l  

Revenue Bureau u n d er th e  s u p e rv is io n  o f  th e  T re a su ry  D ep art­

m ent. I t  i s  p r e d ic te d  t h a t  th e s e  ta x e s  w i l l  be much e a s i e r  

to  c o l l e c t  th a n , f o r  in s ta n c e ,  th e  income t a x  s in c e  th e  

government w i l l  be concerned  o n ly  w ith  th e  g ro s s  amount o f  

b u s in e ss  t r a n s a c t i o n s .  Most b u s in e s s e s  must keep r e c o rd s  o f 

t o t a l  t r a n s a c t io n s  anyway f o r  th e  p u rp o se  o f  income t a x  r e ­

tu rn s ,  so  t h i s  w i l l  p la c e  b u t l i t t l e  a d d i t io n a l  burden  upon 

th e  acco u n tin g  d e p a rtm e n ts  o f  p r i v a t e  in d u s t r y .  The ta x  on 

p a y r o l l s  can be c o l l e c t e d  m onth ly  and in  th e  same manner 

th a t  a n n u ity  a s s e s sm e n ts  a re  now c o l le c t e d  from  c i v i l  s e rv ic e  

em ployees by th e  governm ent : by h av in g  th e  em ployers deduct

and w ith h o ld  th e  amount o f  th e  ta x  fro m  th e  s a l a r i e s  o f  h is  

em ployees and  p ay in g  th e  t o t a l  amount o f  th e  ta x  to  th e  

treasu ry .^® ®

ISd# The Townsend P la n ; N a tio n a l R ecovery  Program ; Ready 
R e fe re n c e  (d h io a g o , 1 9 3 6 1 ,p . 1 5 .

135. I b i d . ,  p .  61
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T hat th e  h a s io  f e a t u r e s  o f  th e  P la n  a r e  no a c c id e n t h u t 

th e  r e s u l t  o f  c a r e f u l  s tu d y  i s  p o in te d  o u t hy  th e  o f f i c i a l  

l i t e r a t u r e  o f  th e  o r g a n iz a t io n .  % hile  I t  m ight he sh o rn  t h a t  

few people ahove th e  age o f  $0 need  #200 a  month end few  

couples o f  t h a t  age need  #400 a  month* i t  i s  p o in te d  out t h a t  

#200 i s  th e  p ro p e r  amount he cause  t h i s  i s  p r im a r i ly  a  n a t io n a l  

re co v e ry  p la n  and n o t a  m ere p e n s io n  p la n .  The o h je o t  o f  th e  

p lan  i s  to  s t im u la te  h u s in e s s  th ro u g h  an  in c re a s e d  c i r c u l a -  

t io n  o f money and in c re a s e d  buy ing  power and  to  c r e a te  a d d i­

t i o n a l  johs* T h ere fo re*  th e  p e n s io n  m ust he s u f f i c i e n t  to  

make th e  r e c i p i e n t s  c o m p le te ly  w i l l in g  t o  r e t i r e  from  g a in ­

f u l  o ccu p a tio n s  and l a r g e  enough to  f u r n i s h  r e a l  buying 

pSwer. A h a re  s u b s is te n c e  p e n s io n  would n o t do i t s  p a r t  

toward th e  s t im u la t io n  o f  in d u s t r y  s in c e  th e n  o n ly  n e c e s s i ­

t i e s  would he bought w ith  p e n s io n  money. I t  i s  d e s i r e d  to  

s t im u la te  th e  p ro d u c tio n  o f  co m fo rts  and lu x u r i e s  a s  w e ll  a s  

of n e c e s s i t i e s .  F urtherm ore*  i t  i s  e s t im a te d  t h a t  th e  expen­

d i tu r e  o f  #2400 a n n u a l ly  i s  r e q u ir e d  to  make p o s s ib le  th e  

employment on a perm anent b a s i s  o f  one w o rk e r. T herefo re*  

the #200 a  month p e n s io n  w i l l  r e s u l t  in  th e  c r e a t io n  o f  a s  

many jo h s  f o r  younger p e rs o n s  a s  tia re  a r e  r e c i p i e n t s  o f  th e  

p ansi on

The re q u ire m e n t t h a t  th e  p e n s io n  money he sp e n t i n  a  

p e rio d  o f  t h i r t y  days i s  b a se d  upon th e  b e l i e f  t h a t  one o f

136* The Townsend P la n , p .  14
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th a  g r e a t e s t  o b s ta c le s  t o  re c o v e ry  to d a y  i s  i d l e  money in  

government o r  bank v a u l t s  •  money o u t o f  c i r c u la t io n #  Keep­

in g  th e  money in  e n fo rc e d  c i r c u l a t i o n ,  T ow nsenditea b e l ie v e ,  

w i l l  keep th e  w heels  o f  in d u s t r y  moving and c a l l  f o r  c o n tin ­

uous employment and th e  o p e r a t io n  o f  I n d u s try  a t  c a p a c ity #

Thus th e  Townsend p la n  w i l l  be a b le  to  s u s t a in  I t s e l f  on th e

new w ea lth  c r e a te d  by  th e  now i d l e  money, m ach ines, m a te r ia l s ,  
137and men.

F in a l ly ,  t h e  aged were th e  c l a s s  p ic k e d  to  keep th e  p u r­

chasing  power c l r e u l a t i n g  b ecau se  i t  was th e  o n ly  c l a s s  which 

could be u n iv e r s a l ly  a g re e d  upon a s  d e se rv in g  o f  r e t i r e m e n t  

upon a  p e n s io n , s in c e  everyone e x p e c ts  to  b e lo n g  to  t h i s  

c la s s  e v e n tu a l ly .  M oreover, th e  aged  a re  more u n ifo rm ly  

d i s t r ib u te d  th ro u g h o u t a l l  s e c t io n s  o f  th e  co u n try  and acco rd ­

ing  t o  popu la tlcm  th a n  any  o th e r  c l a s s .  T h e re fo re , th e y  

could b e s t  b r in g  ab o u t a  u n ifo rm  c i r c u l a t i o n  o f  b u y in g  power 

th ro u g h o u t th e  c o u n try

Tremendous b e n e f i t s  f o r  th e  tnhole co u n try  a s  a  r e s u l t  

csf th e  a p p l ic a t io n  o f  th e  P la n  a r e  c o n f id e n t ly  e x p e c te d  by 

th e  sponso rs#  Over tw e lv e  m i l l io n  w orkers now unemployed 

w il l  have Incomes where th e y  now have none* A lthough p r ic e s  

w ill  r i s e ,  th e  in c r e a s e  In  b u s in e s s  an d  th e  c r e a t io n  o f  new

137# The Townsend P la n , p .  23
138# Townsend P la n  (m em bership pam ph le t) p* 29*
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Jobs w i l l  b r in g  ab o u t a  r i s e  in  wages» In  f a c t ,  th e  in c re a s e

w il l  be more th a n  s u f f i c i e n t  to  b r in g  abou t an In c re a s e  In

r e a l  wages i n  s p i t e  o f  r i s i n g  p r ic e s  and  th e  d e d u c tio n s  made
139a s  a  r e s u l t  o f  th e  t r a n s a c t io n  ta x *  Enormous s a v in g s  to  th e

government w i l l  be e f f e c t e d  th ro u g h  a p p l ic a t io n  o f  th e  P la n ,

and th u s  o th e r  ty p e s  o f  ta x e s  may b e  g r e a t l y  d e c re a s e d . Some

of th e  sa v in g s  to  be eaqpected in c lu d e s

• •F ir s t ,  a b o lish m e n t o f  th e  *poor house* and 
th e  ’poor farm* now m a in ta in e d  by c o u n tie s  and s t a t e s  
a t  th e  c o s t  o f  b i l l i o n s  o f  d o l la r s *

^Second, i t  w i l l  save  b i l l i o n s  o f  d o l l a r s  now 
b e in g  sp e n t by th e  f e d e r a l ,  s t a t e ,  and coun ty  govern ­
m ents to  fe e d  and c lo th e  th e  unem ployed • « « and 
m i l l io n s  o f  d o l l a r s  now b e in g  c o n tr ib u te d  t o  p r iv a t e  
* * * c h a r i t i e s  * * . •

"T h ird , i t  w i l l  enorm ously  red u ce  th e n e c e s s i ty  
o f c o n t r ib u t io n s  to  .  • » Red C ross and Community 
C h ests  *•* am ounting to  m i l l io n s  o f  d o l l a r s  in  th e  
n a tio n *

•• F o u r th , i t  w i l l  save  m i l l io n s  o f  d o l l a r s  to  
th o se  now pay in g  h a rd -e a rn e d  premiums f o r  o ld -a g e  
a n n u ity  in s u ra n c e  * * * *

• F if th ,  i t  w i l l  save m i l l io n s  o f  d o l l e r s  now 
sp en t to  m a in ta in  o ld  s o ld ie r s *  homes by th e  govern­
m ent a s  w eU  a s  o ld  p eo p le  * s homes m a in ta in e d  by 
t r a d e  u n io n s and p ro fe s s io n s *

•S ix th , i t  w i l l  save m i l l i o n s  o f  d o l l a r s  now 
sp en t by th e  ta x p a y e rs  to  pay  p e n s io n s  to  o ld  s o ld ie r s ,  
army o f f i c e r s ,  ju d g e s  and  o th e r  r e t i r e d  s t a t e  and 
n a t io n a l  o f f i c i a l s ,  in c lu d in g  r e t i r e d  c i v i l  s e rv ic e  
governm ent em ployees.

•^Seventh, i t  w i l l  save  b i l l i o n s  o f  d o l l a r s  
a n n u a lly  in  th e  f i e l d  o f  crim e * Our p en a l i n s t i t u ­
t io n s  a re  now overcrow ded w ith  th e  you th  o f  th e  
n a t io n  * * * * The s a v in g s  i n  crim e a lo n e  w i l l  be 
w orth more th a n  th e  e n t i r e  c o s t  o f  th e  Townsend P lan
p en s io n s*  ••140

139* The Tmvnsend P la n t re a d y  R e fe re n c e , p .  62 .
140. I b l d l ,  p .  2 6 .
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The b e a u ty  o f  th e  vjhola th in g ,  a c c o rd in g  to  I t s  a d v o c a te s . 

I s  th e  f a c t  th a t  th e  P la n  w i l l  c o s t  th e  governm ent n o th in g *

The t r a n s a c t io n  t a x  w i l l  ta k e  c a re  o f th e  e n t i r e  c o s t  and even 

fu rn is h  a  t i d y  s u rp lu s  to  ap p ly  upon th e  n a t io n a l  deb t*  Ho 

new money w i l l  be n e c e s s a ry , a rgue  th e  T o w n sen d ltes, s in c e  

the  government and th e  sp e n d e rs  o f th e  p e n s io n s  w i l l  sim ply  

be u s in g  checks a s  a  medium o f exchange and th u s  th e  I d l e
141

c r e d i t  o f  th e  co u n try  w i l l  be p u t  to  work# F u rth e rm o re , th e  

ta x  w i l l  n o t come o u t o f  th e  n a t io n a l  Incom e, b e in g  sim ply  

based upon th e  n a t io n a l  b u s in e s s  tu rn o v e r  (T h a t i s ;  in  some 

m y stic  o r  o c c u l t  way th e  f a c t  t h a t  th e  ta x  I s  b ased  upon th e  

volume o f  b u s in e s s  and n o t on th e  Income o r  p r o f i t s  o f  th o se  

engaged In  b u s in e s s  w i l l  keep th e  n a t io n a l  income from  b e in g  

d e p le te d  by th e  ta x )  * But even  I f  th e  t a x  sh o u ld  come o u t 

of p r o f i t s ,  th e r e  w i l l  be such a  trem endous In c re a s e  l a  b u s i­

ness  t h a t  th e  In c re a s e d  p r o f i t s  w i l l  more th a n  make up th e
142

amount o f  th e  ta x *  Anyway, in  some vague way, th e  r i c h  

and th e  s to c k  m arke t gam blers a r e  g o in g  to  be mads to  b e a r  

th e  m ajor sh a re  o f  th e  t r a n s a c t io n  t a x  s in c e  t h i s  t a x  can  

no t be av o id ed  a s  th e  Income t a x  o f te n  i s ,  and the  ta x  

w i l l  c o l l e c t  m i l l io n s  o f  d o l l a r s  each  day I t  o p e ra te s  I n

141# The Townsend P la n : re a d y  R e fe re n c e , p* 16, 19-30#
142. I b i d . ,  p# 54-55*
143* I b i d . ,  p .  8 0 .
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eoaneotlon w ith  t r a n s f e r s  o f  s to c k s  and th e  I l k a  on s to c k  and 

commodity exchanges*^^^

Thus I t  l a  t h a t  th e  b a s i s  o f  a  p o w erfu l p o l i t i c a l  machine 

has been formed* L i t e r a l l y  m i l l i o n s  o f  A m ericans have been 

convinced th a t  Dr# Townsend I s  a  modem M essiah end t h a t  

s a lv a tio n  i s  a t  hand f o r  t h i s  c o u n try  I f  we w i l l  o n ly  re a c h  

ou t and g ra sp  I t*  They a r e ,  I n  f a c t ,  d e te rm ined  t h a t  we 

s h a ll  reach  o u t and g ra s p  th e  b le s s in g s  o f f e r e d  by t h i s  p la n , 

which b r in g s  u s  to  th e  s tu d y  o f  th e  Townsend P la n  a s  a  p o l i t i ­

ca l f o rc e .

The Townsend P la n  In  P o l i t i c s

The pu rpose  o f  th e  o r g a n iz a t io n  o f  Townsmd C lubs a l l  

over th e  co u n try  was t o  p ro v id e  a  p o l i t i c a l  f o r c e  t o  e x e r t  

p re ssu re  upon th e  n a t io n a l  governm ent a s  w e ll  a s  th e  d isse m in ­

a tio n  o f In fo rm a tio n  t o  th e  members* D e ta i le d  in fo rm a tio n  a s  

to  how to  o rg a n iz e  Townsend C lubs I s  c o n ta in e d  in  a l l  Townsend 

l i t e r a tu r e *  So f a r  th e  p o l i t i c a l  p rogram  o f  th e  movement h as  

been " to  c r e a te  u n i t e d  a c t io n  in  e l e c t i n g  Congressmen and
145S en a to rs  p le d g ed  t o  su p p o r t and v o te  f o r  t h e  Townsend P la n ."

Tor o rg a n iz a t io n  p u rp o se s , th e  c o u n try  i s  d iv id e d  in to  fo u r  

re g io n a l d iv i s io n s  w h ile  th e  work o f  c o -o rd in a t io n  and g e n e ra l
T  A f t

p o lic y  l a  c a r r i e d  on from  g e n e ra l  h e a d q u a r te r s  In  Chicago* 

O rg an ize rs  and  s t a t e  a r e a  m anagers w orking u n d er th e  r e g io n a l  

o f f i c e s  h e lp  to  work up e n th u s ia sm , p ro v id e  c lu b s  w ith  

sp e a k e rs , c i r c u l a t e  p e t i t i o n s ,  and in  g e n e ra l te n d  to  th e

144# The Townsend P la n  : Ready R e fe re n c e , p .  6* 
145. TbTd*. t>. 90 .
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m a tte r  o f b r in g in g  p re s s u re  to  b e a r  upon n a t io n a l  o f f i c e ­

ho lders#  These o f f i c i a l s  a r e  p a id  by s a l a r i e s  o r  co im ilsslo n s, 

keeping a  p e rc e n ta g e  o f  th e  f e e s  p a id  by members o f  Townsend 

c lu b s in  t h e i r  t e r r i t o r i e s T h e  work o f  th e  o rg a n iz a t io n  

i s  f in a n c e d  by th e  membership f e e  o f  tw o n ty - f i r e  c e n ts  p a id  

by each new member, s a le  o f  l i t e r a t u r e  and p ic tu r e s  and m edals 

b ea rin g  th e  l ik e n e s s  o f th e  founder* and m onth ly  dues o f te n  

cen ts  a month c o l le c t e d  from  each  member. F o r th e  t o t a l  due 

from i t s  own members each  c lu b  i s  r e s p o n s ib le  to  th e  n a t io n a l  

o rg a n iz a tio n #  I n  a d d i t io n ,  th e r e  i s  an * in n e r  c i r c l e "  known 

as th e  Townsend N a tio n a l L egion whose members pay dues o f  

$1 p e r  month#^^® i n  a d d i t io n ,  n in e ty  p e r  c e n t o f th e  p r o f i t s  

o f th e  Townsend N a tio n a l W eekly, owned by Dr# Townsend, have 

been a s s ig n e d  t o  th e  o r g a n ! z a t l  on

Moat r e s p o n s ib le  f o r  th e  i n t e g r a t i o n  o f  th e  Townsend c lu b s  

in to  a  p o l i t i c a l  f o r c e  to  be reck o n ed  w ith  have been co­

fo under and n a t io n a l  s e c r e ta r y  R o b ert E a r l  C lem ents and 

P u b l ic i ty  D ir e c to r  Boyd G u rley , fo rm er m anaging e d i to r  o f  th e  

In d ia n a p o lis  Times f o r  Which he won th e  1929 P u l i t z e r  P r iz e
150" fo r  th e  m ost d i s i n t e r e s t e d  and  m e r i to r io u s  p u b l ic  s e r v ic e ,"

147* Time. A p r i l  13 , 1936, p .  16#
148* Time. Nov# 4 , 1935, p .  1 7 -2 0 .
149# Townsend N a tio n a l W eekly. A p r i l  13 , 1936, p# 1-2#
150* Time. Nov* 4 , 1935, p .  20#
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U n til M b b reak  w ith  D r. Townsand and su b ceq u en t r e s ig n a t io n
i s ifmm th a  o rg a n lz a t io a  e a r ly  l a  1 9 3 6 ,* '^  C lem ents was th e  r e a l  

d riv in g  fo rc e  In  t h e  n a t io n a l  o rg a n iz a t io n  and th e  "power b e­

hind th e  t h r o n e " . T h a t  h i s  work o f  s o l id i f y in g  th e  n a t io n ­

a l  o rg a n iz a tio n  was w e ll  done h a s  been I n d ic a te d  by th e  f a c t  

th a t  th e  movement h a s  n o t even f a l t e r e d  In  i t s  s t r i d e  a s  a  

r e s u l t  o f  h i s  lo s s *

V/hen th e  Townsend P la n  f i r s t  began to  a t t r a c t  n a t io n a l  

a t te n t io n ,  i t  was ig n o re d  o r  d ism isse d  by m ost th in k in g  c i t i ­

zens a s  to o  rem ote  o r  f a n t a s t i c  to  w orry  a b o u t. By th e  tlzoe 

th a t  Dr* Townsend went to  W ashington In  Jan u a ry  o f  1935 to  

lobby f o r  I t ,  Congresamen a t  l e a s t  knew b e t t e r *  Hundreh o f  

thousands o f  l e t t e r s ,  te le g ra m s , and p e t i t i o n s  demanding th e  

enactment o f  th e  P la n  I n to  law  were by th a t  tim e p o u rin g  In to  

the o f f i c e s  o f  R e p re s e n ta t iv e s  and a e n a to r s .  The s t r e n g th  o f  

the movement was so g r e a t  t h a t  few  members o f  C ongress f e l t  

th a t  th e y  cou ld  p u b l i c ly  denounce th e  P la n  even  though th e y  

regarded  I t  a s  an  econom ic m o n s tro s i ty  p r i v a t e l y .  W orst 

f e a tu re  o f  th e  s i t u a t i o n  f o r  th e  e m b a ttle d  Congressmen la y  In

the f a c t  t h a t  « h i l e  th e  s u p p o r te r s  o f  th e  P la n  were o rg a n iz e d
153end m i l i t a n t ,  no o rg a n iz e d  o p p o s it io n  e x i s t s .  I t  became 

n e c e ssa ry  to  do som@%ilng to  end th e  p o p u la r  i n f a tu a t i o n  w ith

Townsend R a t io n a l  W eekly. A p r i l  13 , 1935, p .  1 -2  
132* Time. Nov. 4 , 1935, p .  SO.
153. Time. Jan* 14, 1935, p* 1 4 .
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the Tovraaesd Id e a  atid to  em aaoulat©  th e  movement a s  a  p o l l t i -  

oal fo rc e  In  v iew  o f  th e  th r e a te n in g  a t t i t u d e  th e  Tmmsend 

Club a were adoptln*^ to w ard  Congressmen who would be fo rc e d  

to  stand  f o r  r e e l e c t i o n  in  1930#^®^

In  th e  p re s s  an d  in  th e  h a l l s  o f C ongress ev ery  e f f o r t  

was made to  r e v e a l  th e  oconomio unsoundness o f  th e  P la n  b u t 

with l i t t l e  e f f e c t*  L e t t e r s  c o n tin u e d  to  pour in to  Congress* 

lo n a l o f f ic e s ^  end th e  Townsond le a d e r  l a  C ongress, R epresen­

ta t iv e  John S* M oGroarty o f  C a l i f o r n ia ,  in tro d u c e d  an e n a c t­

ing measure in  th e  f i r s t  s e s s io n  o f  th e  s o v m ty - f o u r tb  Con­

gress*  Tho is s u e  was a v o id e d  in  1935 when Chairman Daughton 

of th e  House Ways and Keans Comm ittee c ro ss-ex am in ed  D r. 

Townsend in  a h e a r in g  upon th e  b i l l  and exposed  h i s  économie 

ignorance so  th o ro u g h ly  t h a t  i t  was p o s s ib le  to  la u g h  th e  

b i l l  o u t o f  C ongress* Even th e n  a  d e te rm in e d  e f f o r t  was ma de 

to fo rc e  th e  Committee t o  r e p o r t  th e  b i l l ;  t h i s  was sco tch ed  

Only by su g g e s tin g  to  S o u th ern  Congressmen t h a t  i f  aged  negro  

p a re n ts  were to  drew  a  p e n s io n  o f  #200 a  month, none o f  t h e i r  

o f f s p r in g  cou ld  be p r e v a i le d  upon t o  do a  l i c k  o f  work, th u s  

brlng.ng abou t th e  r u in  o f th e  South

The second s e s s io n  o f  t h e  s e v e n ty - fo u r th  C ongress (1936)

154* Thomas L« B la n to n , sp eech  on th a  Townsend P la n , i n  th e  
C o n g re ss io n a l Record f o r  Jan# 1 7 , and J a n . 20, 1936,
( r e p r i n t )  p * 3-6#

155# Time. Feb* 18 , 1935, p* 1 6 .
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found th e  Townsend P la n  a g a in  a  b u rn in g  and d an g ero u s is su e *  

The m yriad  s u p p o r te r s  o f  Dr* Townsend were s t i l l  conv inced  

th a t  th e  P la n  w as n o t o n ly  d e s i r a b l e  b u t a l s o  sound and work-» 

ab le and o n ly  th e  o p p o s i t io n  o f  t h e  " in te re s ts* *  was p re v e n tin g  

i t s  b e n e f i t s  from  b e in g  g iv e n  to  th e  country*  By t h i s  tim e 

63 members o f  C ongress w ere p le d g ed  to  th e  su p p o r t o f th e  

plan»^®® and i n  M ichigan a  cam paign to  f i l l  a  C o n g ress io n a l 

vacancy had j u s t  been won by V erner W right Main Kiftio cam­

paigned o p en ly  i n  b o th  th e  p rim ary  and th e  goner a ^ é l e c t io n  

in  fav o r o f th e  Townsend P lan*  W hile h i s  o u t-a n d -o u t Town­

send v o te  was n o t trem endous» I t  was la r g e  enough to  con­

v ince  many Congressmen t h a t  th e  b a la n c e  o f  power in  th e  n e x t 

e le c t io n s  wauld be h e ld  by th e  Townsend Clubs* The M cG roarty 

B i l l  was a g a in  b e fo re  C ongress and ev e ry  member had been 

asked by T ow nsend ites to  commit h im se lf  a s  e i t h e r  f o r  o r  

a g a in s t such a  b i l l  l a  o rd e r  t h a t  th e  Townsend N a tio n a l Weekly

m ight in fo rm  th e  m em bership co n ce rn in g  th e  a t t i t u d e  o f  ev e ry  
i s vCongressman#

E a r ly  in  1936 u g ly  s t o r i e s  burgeoned  in  th e  p r e s s  t h a t  

perhaps th e  Townsend P la n  m ig h t be som eth ing  more th a n  a  p la n  

to b r in g  ab o u t n a t io n a l  re c o v e ry  end p ro v id e  e a se  and s e c u r i ty  

fo r  th e  o ld*  I t  was rum ored t h a t  t h e  P la n  was s im p ly  an o th e r

156» Jo sep h  P , Monaghan, Speech on th e  Townsend P la n , i n  the 
C onpiressional R ecord  f o r  Feb* 19 , 1936 ( r e p r i n t ) ,  p .  1* 
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r a c k e t  d esig n ed  to  make enormous p r o f i t s  f o r  I t s  fo u n d e rs  a t  

th e  expense o f  i t s  aged  Tiotlm s*^^®  A l l  e f f o r t s  bo denouce, 

r i d i c u l e ,  and expose th e  f a l l a c i e s  o f th e  P la n  up u n t i l  t h i s  

time had had a b s o lu te ly  no e f f e c t  ex cep t to  a d v e r t i s e  i t  

Sow in  s e l f  d e fe n se th e  House v o te d  an I n v e s t ig a t io n  to  d e te r ­

mine w h eth er -ttie movement was a  r a c k e t  and th u s  d i s c r e d i t  th e  
ISOle a d e r s .  I n v e s t i g a t io n  showed t h e t  Old Age R evolv ing  Pen­

s io n s , L im ited  was a  c lo s e d  c o rp o ra t io n  and th a t  i t  a s  w e ll  

a s  th e  Weekly was th e  s o le  p ro p e r ty  o f  th e  fo u n d e rs . While a 

thorough a u d i t  o f  th e  books o f  th e  c o rp o ra t io n  was o u t o f  

the  q u e s tio n  f o r  re a s o n s  o f  expense and fum bled re c o rd s  o f  

the  e a r ly  days o f  th e  movement, th e r e  seemed to  be room f o r  

the  s u s p ic io n  t h e t  i f  th e  fo u n d e rs  o f  th e  movement had n o t 

grown r i< ^  from  th e  dim es and n ic k e ls  o f  t h e i r  members, th e y  

had a t  l e a s t  en jo y ed  a  v e ry  t i d y  incom e, and  th e y  had a  

p ro p e rty  o f  c o n s id e ra b le  v a lu e .  F u r th e r ,  i t  was by no means 

c e r ta in  t h a t  a l l  th e  fu n d s  d e s ig n e d  f o r  th e  **war chest** o f  

OARP had  e v e r  re a c h e d  th e  d e s t i n a t io n  f o r  i# iioh  th e y  w ere i n ­

te n d e d . The in v e s t ig a t i o n  was c lim axed  vfeen a f t e r  th r e e  days 

o f q u e s tio n in g  D r. Townsend w alked o u t ,  le a v in g  th e  dazed  

com mittee to  p o n d e r th e  q u e s t io n  o f  w h e th e r t o  r i s k  m aking a  

m arty r o f  D r. Townsend by th e  I n s t i t u t i o n  o f contem pt

158. Time. June 1 , 1038 , p .  9 .

159. Time, A p r i l  6 , 1936, p .  1 5 .

160 . Time. March 2 , 1936, p .  1 4 .
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proooedingSt o r  to  a l lo w  th e  D ootor to  make monkeys o f  th e  

com lttea.^® ^ The D ootor^e re a s o n s  fo r  h io  un looked  f o r  

a c t io n  wore r e le a s e d  in  a  s ta te m e n t r e a d  to  th e  Committee ;

" In  view  o f  th e  f a c t  t h a t  I  have s t a t e d  u n d er 
o a th  t h a t  I  have n o t p r o f i t e d  p e r s o n a l ly  from  th e  
a c t i v i t i e s  o f  th e  Townsend Movement, t h a t  I  have no 
money In  ta n k s  n o r  i n  o th e r  p la c e s  above abou t $500, 
n o r have accum ula ted  any  p r o p e r ty  w h atso ev er d u rin g  
th e  two and one " h a l f  y e a rs  t h a t  I  have been endeavor­
ing  to  a ro u se  th e  p eo p le  to  th e  en o rm ity  o f  th e  crim e 
th a t  i s  being  p e r p e t r a te d  a g a in s t  them ; and in  view  
o f  th e  f u r t h e r  f a c t  t h a t  I  have  been d e n ie d  th e  
o p p o r tu n ity  by t h i s  commit t e e  o f  p r e s e n t in g  t o  my 
governm ent and to  th e  Cormnittee th e  s a l i e n t  p h ilo s o ­
phy o f  th e  Townsend Movement, and t h a t  1 have been 
co n fin ed  to  a  la c o n ic  *yes* and *no* In  answ ering  
v ic io u s  q u e s t io n s  c o n ta in in g  innuendo in te n d e d  to  
besm irch my c h a r a c te r  b e fo re  th e  p u b lic  d u rin g  t h i s  
in v e s t ig a t io n ;  and f u r t h e r ,  s in c e  to  c o n tin u e  t h i s  
i n v e s t ig a t io n  by rem a in in g  a p a r ty  to  i t  w i l l  s t i l l  
f u r th e r  a d v e r t i s e  th e  f a c t  t o  th e  w orld  t h a t  our 
g r e a t  governm ent h a s  f a l l e n  to  so low  a  s t a t e  t h a t  
i t s  r e p r e s e n ta t iv e s  w i l l  le n d  th e m se lv es  to  th e  
p r a c t i c e  o f d is s e m in a tin g  v iv lo u s  and eham elees 
g o s s ip  a g a in s t  th e  c h a r a c te r  o f c i t i z e n s  w ith o u t 
any p ro o f  o f  th e  a c c u s a t io n s  b e in g  adduced ; th e r e ­
f o r e  I  ddem i t  my d u ty  t o  announce t h a t  I  w i l l  no 
lo n g e r  be a  p a r ty  to  t h i s  in v e e t lg a t lo n  end th a t  I  
h ereb y  s t a t e  th a t  1 s h a l l  be p re s e n t  a t  no more 
s e s s io n s  o f  t h i s  c o M n ittee  u n le s s  b ro u g h t back u n d era r ro s t." 3 .6 2

I n  a d d i t io n  to  th e  woes o f th o  C o n g re ss io n a l in v e s t ig a ­

t io n  and the  lo s s  o f  C lem ente {page 95) upon th e  eve o f  i t ,

Dx*. Townsend had a t  t h i s  p e r io d  s t i l l  a n o th e r  t r i a l  to  b ea r 

l a  the l o s s  o f h i s  number one C o n g re ss io n a l spokesman, K epre- 

s c a ta t iv e  M oG roarty . The two s p l i t ,  o s te n s ib ly  when D r. Town­

send r e fu s e d  to  co u n ten an ce  th e  u se  o f  th e  Townsend m o v ^ a n t

161, Time. A p r i l  15 , 1956, p .  16, and June 1, 1936, p .  1 0 .
162. Townsend N a tio n a l Weekly. June 1 , 1936 , p .  1 .
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fo r  f u r th e r in g  th e  p o l l t i o a l  am lb lt i e n s  o f  Mr* McGroarty#^®® 

While th e s e  d i s a f f e o t io n s  w ere h a i l e d  in  isany q u a r te r s  a s  th e  

beg inn ing  of th e  b re a k -u p  o f  th e  movement# to  Dr. Townsend 

th e y  s im p ly  m eant t h a t  he was w e ll r i d  o f  two s e l f - s e e k in g  

a s s o c ia te s *  He Im m ed ia te ly  announced p la n s  to  make th e  

o rg a n iz a tio n  more d e m o c ra tic  and a p p o in te d  a board  o f d i r e c t ­

o rs  o f seven members t o  a s s i s t  in  th e  management* With t h i s  

change he announced t h a t  th e  movement was now s t ro n g e r  th a n  

ever and would "now p ro ceed  i n  ev e ry  C o n g re ss io n a l D i s t r i c t
16Sto  seek  th e  e l e c t io n  o f  a  C ongress f a v o ra b le  to  our p u rp o s e ."  

With t h i s  l u l l  f o r  th e  moment In  th e  p o l i t i c a l  s i t u a t io n  a s  

in f lu e n c e d  by th e  Townsend P lan# th e  p eo p le  o f  th e  co u n try  

began to  have some o f  th e  economic# f in a n c ia l#  and p o l i t i c a l  

o b je c t io n s  to  th e  P la n  c a l l e d  to  t h e i r  a t t e n t i o n  again*  

O b jec tio n s  to  th e  Townsend P la n

W ith in  th e  p a s t  few  m onths th e  g r e a t e s t  sh a re  o f th e  

o p p o s itio n  to  th e  Townsend P la n  h as  been b u i l t  around th e  

su p p o s itio n  t h a t  th e  whole th in g  i s  a  g ig a n t ic  p rom otion  

scheme and th a t  a  few o f  th e  le a d e r s  a r e  s y s te m a t ic a l ly  

b le ed in g  th e  aged  o f  th e  c o u n try  o f t h e i r  i l l - s p a r e d  dim es 

and q u a r te r s  f o r  t h e i r  own enrichm ent*  However# th e re  a re

163* L i t e r a r y  Dimmest. A p r i l  11# 1936, p* 5*
164. Tim e, A p r i l  13, 1936 , p .  1 6 .
165* Townsend N a tio n a l Weekly. A p r i l  13 , 1936, p* 1 -2 .
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p le n ty  o f  le g i t im a te  o b je o t lo n a  to  th e  p la n  r e g a r d le s s  o f th e  

in te n t io n s  o r  s i n c e r i t y  o f  th o s e  a t  th e  head  o f  th e  movement.

The annual c o s t  o f  f in a n c in g  th e  movement would p ro b a b ly  

be tw en ty~ fou r b i l l i o n  d o l l a r s .  I t  i s  p o in te d  o u t by oppon­

e n ts  th a t  t h i s  amount I s  a lm o st o n e - th i r d  o f o u r n a t io n a l  i n ­

come fo r  th e  y ea r o f  1929, and f u l l y  h a l f  o f  th e  n a t io n a l  l u ­

cerne f o r  th e  y e a r  1934 . I n  o th e r  w ords, a p p l ic a t io n  o f  t h e  

F lan  would lorolve a  r e d i s t r i b u t i o n  o f  th e  n a t io n a l  Income to  

p la ce  from a  t h i r d  to  a  h a l f  o f th e  income in  th e  hands o f  a  

tw e lf th  o f  th e  people,^®®

The t r a n s a c t io n  ta x  v ^ ie h  i s  to  f in a n c e  th e  o p e ra t io n  o f 

th e  pension  fund  i s  th e  b a s i s  o f  trem endous o p p o s it io n  to  th e  

P la n . O pponents p o in t  o u t t h a t  such  a  ta x  i s  an  u n jm st t a x  

s in ce  i t  i s  l e v ie d  upon e l l  t r a n s a c t io n s  and th u s  w i l l  n o t

be p a id  a c c o rd in g  to  a b i l i t y  to  p a y . The ta x  w i l l  b e a r  h e a v i- .
167

ly  upon th e  p o o r s in c e  even n e c e s s i t i e s  w i l l  pay th e  t a x .  

F u r th e r , th e  u l t im a te  consumer o f  any  p ro d u c t w i l l  p ay  a  

g r e a te r  t a x  th a n  two p e r  c e n t ,  s in c e  each  a r t i c l e  w i l l  pay 

the  ta x  on ev e ry  t r a n s a c t io n  in v o lv e d  betw een th e  p ro d u c tio n  

and s a le  o f  th e  raw  m a te r i a l .  Each ta x  w i l l  be p a sse d  on to  

th e  n e x t b u y er, o f  c o u rs e , u n t i l  th e  u l t im a te  consumer w i l l

166. Donald R ic h b e rg , The Townsend D elusion  in  Review o f  
Reviews ( a  r e p r i n t p .  3*

167. C. J a s p e r  B e l l ,  speech  on th e  Townsend P la n  I n v e s t ig a ­
t i o n ,  i n  C o n g re ss io n a l R ecord fo r  F eb . 19 , 1936 ( r e ­
p r i n t ) ,  p .  3 .

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



lO S ,

pay th e  e n t l r a  o r  pyram ided  t a x .  Chain s to r e s ,  o p e ra t in g  w ith  

few er t r a n s a c t io n s  betw een p ro d u c e r  and consum er th a n  in d e ­

pendent m erch an ts , would be g iv e n  a  new ad v an tag e  which th e  

independen t b u s in e s s  men would f in d  im p o ss ib le  to  overcome*^®® 

M oreover, th e  t a x  would be doub led  a t  th e  o u t s e t ,  s in c e  

everyone would pay i t  once %dien he c o l le c te d  h i s  wages, and 

a  second tim e when he sp e n t them# I f  he were so unw ise o r so 

p ro d ig a l a s  to  m a in ta in  a  bank a c c o u n t , th e  s i t u a t i o n  would 

be even w orse , s in c e  h e  would pay  th e  t a x  ag a in  when be made 

a d e p o s it ,  pay  a g a in  when he made a  w ith d raw al by means o f  a  

check, and y e t  a g a in  i f  he c o n v e r te d  th e  check i n t o  money 

and b o u ^ t  goods o f  an y  k in d  w ith  th e  m o n e y E v e n  w ith  

a l l  th e  h a rd s h ip s  t h i s  ta x  would Im pose, th e r e  i s  g rav e  doubt 

as to  w h eth er I t  cou ld  m eet th e  bu rden  t h a t  would be Imposed 

upon i t *  O th e rs  have E s tim a te d  t h a t  even a t  th e  1939 le v e l  

of b u s in e s s  a  6 p e r  c e n t t a x  would be n e c e s s a ry

The Townsend id e a  o f r e s to r e d  p r o s p e r i ty  a s  a r e s u l t  o f 

the  in c re a s e d  v e lo c i ty  o f  c i r c u l a t i o n  o f  money I s  e n t i r e l y  

f a l l a c io u s  a c c o rd in g  to  o p p o n e n ts . C i r c u la t io n  o f  money by 

i t  s e l f  does n o t in c r e a s e  w e a lth , nor can  w e a lth  be c r e a te d  

by t a x a t io n .  I t  i s  wrong to  assume t h a t  a  "b lood  t r a n s f u s io n "  

would b e n e f i t  th e  body p o h t lc  u n le s s  th e  a d d i t io n a l  b lood

168* C la re  E . Hoffman, sp eech  on th e  Townsend P la n , i n  Con ­
g r e s s io n a l  R ecord  f o r  Jan* 20, 1936 ( r e p r i n t ) ,  p* 2*

169, A lb e r t  J , E n g e l, speech  on th e  Townsend P la n , I n  th e  
Con/rre a s i o n a l  R ecord f o r  Feb. 24 , 1936 ( r e p r i n t ) ,  p .  1 -3 .

170. R ic h a rd  M. Duncan, speech on th e  Townsend P la n , i n  Con­
g r e s s io n a l  R ecord  f o r  J a n . 23, 1936 ( r e p r in t )  p .  2*
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supp ly  came from an o u ts id e  s o u re e .  To c o n tin u e  th e  metaphor# 

i t  would do no good t o  pump ou r own b lo o d  o u t o f  one arm and 

in to  th e  o th e r
I

A t t h i s  tim e we have a  n a t io n a l  d eb t o f  some t h i r t y  b i l l ­

io n  d o lla r s #  and we have come to  f e e l  th a t  t h i s  d e b t m ortgages 

th e  f u tu r e  w e lfa re  o f o u r g r e a t  g ra n d c h ild re n *  î?e know# c e r ­

ta in ly #  th a t  t h i s  d e b t i s  n o t g o in g  to  be re p a id  i n  one y e a r  

or in  f iv e  y ears*  I t  i s  c e r t a in  to  ta k e  from  t h i r t y  to  f i f ­

ty  y ea rs*  Y et th e  Townsend P la n  p ro p o se s  to  r a i s e  ev e ry  

y e a r  o u t o f  ta x a tio n #  a  sum tw o - th i r d s  a s  la r g e  a s  th e  t o t a l  

n a t io n a l  debt# o r  in  o th e r  words# we m ust r a i s e  each  y e a r  a 

sum ap p ro ach in g  th e  amount we e x p e c t to  r a i s e  w ith  g r e a t  

d i f f i c u l t y  o v e r a  p e r io d  o f  f i f t y  y e a rs

A nother s e r io u s  d e f e c t  i n  th e  p lan#  say  th e  o p p o s itio n #  

i s  th e  in d is c r im in a te  m anner i n  which th e  aged  a re  p ic k e d  a s  

r e c ip ie n t s  o f  l a r g e  p e n s io n s .  T h is  p la n  would r e s u l t  in  

many wîio a re  in  d i r e  need  b e in g  h e a v i ly  ta x ed  to  p ro v id e  

#200 a  month f o r  a  g r e a t  number o f  peop le  who have reach e d  

o ld  age w e ll p ro v id e d  f o r  and  who do n o t need  th e  p e n s io n .

O pera tion  o f  t h i s  p la n  would e n t a i l  n e g le c t  o f c r ip p l e s ,
173Widowed m others# o rp h a n s , and th e  l ik e *

Not th e  l e a s t  o f  th e  o b je c t io n s  r a i s e d  I s  th e  a s s e r t io n

171* J .  Mark Wilcox# speech  on th e  Townsend Plan# i n  Con­
g r e s s io n a l  R ecord  f o r  J a n .  20 , 1936 ( r e p r in t ) #  p .  2 .

172* I b id .#  p .  3 .
173 . C la re n c e  F* Lea# The Townsend P la n  (W ashington, 1936)# 

p .  8 - 9 .
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t h a t  th e  V eterans*  Bureau and th e  T re a su ry  D epartm ent cou ld  

no t p o s s ib ly  hand le  th e  a d d i t io n a l  work t h a t  th e  o p e ra t io n  

of th e  P la n  would e n t a i l#  I t  would be n e o e a e a ry  to  employ 

a  sm a ll army o f c o l l e c t o r s ,  a d m in i s t r a to r s ,  I n v e s t l g a t o r s , 

check w r i t e r s ,  and m isc e lla n e o u s  sn o o p ers  to  a d m in is te r  th e  

law and see  t h a t  a l l  I t s  p r o v is io n s  a r e  com piled  w ith*  Sal«> 

a ry  c o s ts  and  o th e r  ex p en ses  w ould be trem endous, p ro b ab ly  

app roach ing  th e  c o s t  o f  t h e  p en s io n s*  The obv ious d i f f i c u l ­

t i e s  o f a d m in is t r a t io n  sh o u ld  In  th e m se lv es  red u ce  th e  w hole 

th in g  to  an a b s u r d i ty .

As s e r io u s  a s  any ch a rg e  t h a t  has been  made a g a in s t  th e  

Townsend P la n  I s  th e  a c c u s a t io n  t h a t  I t  h a s  se rv e d  to  p u t 

th e  whole s o c ia l  s e c u r i t y  movement In  bad r e p u te .  As one 

c r i t i c  e x p re s s e s  I t ;

"The p i t i f u l  p a r t  o f  th e  whole th in g ,  how ever, 
l a  t h a t  e f f o r t s  to w ard  th e  en ac tm en t o f  t h i s  Im­
p r a c t i c a l  and unw orkable scheme w i l l  g r e a t l y  impede 
th e  p ro g re s s  tow ard  th e  enactm en t o f  sane and p ro p e r  
o ld -a g e  p en s io n  l e g i s l a t i o n .  . . .  The m ost p i t i f u l  
th in g  ab o u t t h i s  e n t i r e  f i a s c o  I s  th e  f a c t  t h a t  te n s  
o f  th o u san d s  o f  o ld  p eo p le  have been le d  to  b e l ie v e  
t h a t  1^200 a  month can and w i l l  be p a id  to  them . « * « 
And y e t  t h e r e  a re  th o s e  In  t h i s  c o u n try  who fo r  th e  
sak e  o f  tem p o ra ry  a p p la u se  and Im m ediate g a in  would 
d e c e iv e  th e s e  th o u san d s  o f  o ld  p eo p le  I n to  b e l ie v in g  
t h a t  t h i s  U to p ian  dream can be made to  come t r u e .

174. A lb e r t  J , E n g e l, sp eech  on th e  Townsend P la n . In  Con­
g r e s s io n a l  R ecord f o r  F eb . 24 , 1935 ( r e p r i n t ) ,  p .  3 -4 ,

175 . J ,  Mark W ilcox, speech  on th e  Townsend P la n , i n  Con­
g r e s s io n a l  R ecord f o r  J a n . 20, 1936 ( r e p r i n t ) ,  p .  4 .
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R e p re s e n ta t lv a  Eoffznan o f  îi lo h lg a n  suras up th e  argum ents 

of th e  c r i t i c s  In  a b le  f a s h io n  when he s a y s ;

*n’h© o ld  dodge o f  a sk in g  th e  c r i t i c s  o f  th e  
Townsend P la n  to  p roduce  som eth ing  b e t t e r  c a r r i e s  
i t s  own answ er* I f  th e  th e o ry  be c o r r e c t ,  and i f  
a  2 p e r  c e n t t r a n s a c t io n  t a x  w i l l  p ro d u ce  a 
p e n s io n  o f  #200 f o r  th o s e  60 o r  over ; i f  by 
ta x in g  a l l  f o r  th e  b e n e f i t  o f  a  c l a s s  w i l l  b r in g  
p r o s p e r i ty  to  a l l ,  why n o t  make th e  t a x  10 p e r  c e n t 
o r m ore, make everybody  e l e g ib l e ,  ev e ry  (me happy, 
and e n jo y  th e  b e n e f i t  o f  th e  added p r o s p e r i ty  
which th e  g r e a t e r  t a x  would g iv e ? "170

F u ttg e  o f  th e  P la n

I t  would be lo g i c a l  t o  suppose t h a t  th e  Townsend movement 

had been p o l i t i c a l l y  weakened by th e  l o s s  o f C lem ents and 

M cGroarty, by th e  le a d e r* s  l o s s  o f  " fa c e "  a s  a  r e s u l t  o f  a  

h u m ilia t in g  en d in g  to  th e  C o n g re s s io n a l I n v e s t i g a t io n ,  and 

the  pronounced  o p p o s i t io n  d e v e lo p in g  w ith  th e  m e rc i le s s  

p u b l i c i t y  acco rd ed  th e  econom ic i n a n i t i e s  o f  t h e  F la n .  N oth­

in g  cou ld  be f a r t h e r  from  th e  a c tu a l  f a c t s  o f  th e  c a s e .  The 

movement e v id e n t ly  c o n tin u e s  to  grow ; th e  Townsend N a tio n a l 

Weekly a d v e r t i s e s  an in c r e a s e  o f  130,000 in  c i r c u l a t i o n  s in c e  

th e  b eg in n in g  o f  th e  i n v e s t i g a t i o n # L e t t e r s  from  su p p o rt­

e r s  in d ic a te  t h a t  no r e v e l a t io n s  made by th e  in v e s t ig a t io n  

a re  cap ab le  o f  ehak lng  tho  f a i t h  o f  th e  ra n k  and f i l e  i n  t h e i r  

l e a d e r .  I n  f a c t ,  T ow nsend ites a r e  conv inced  t h a t  Dr. Townsend

176. C la re  E . Hoffman, speech  on th e  Townsend P la n , i n  Con­
g r e s s io n a l  Record f o r  J a n .  20, 1936 ( r e p r i n t ) ,  p .  2 .

177* Townsend R a tio n a l W eekly. Juno 15, 1936, p .  3*
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i s  s im p ly  bdi& s ma&e th o  v ie t im  o f  p e rs o o u tio n , and th e t  th e  

" in te re s ts* *  w i l l  go to  an y  le n g th s  to  b re a k  up th e  movement* 

The fo l lo w e rs  o f  Dr* Townsend a re  c o m p le te ly  so ld  upon 

th e  id e a  t h a t  th e  P la n  i s  sound , c o n s t i t u t i o n a l ,  and w orkable* 

Like th e  A b e rh a rt fo l lo w e rs  i n  A lb e r ta  th e y  can n o t be shown, 

th e y  can n o t be re a so n e d  w ith *  Nor a r e  t h e i r  ra n k s  co n fin e d  

to  th e  aged , by any  means* I n  a  M k  w hich  X had w ith  th e  

S ta te  A rea m anager f o r  M ontana, he to ld  me ab o u t la r g e  and 

f a s t  grow ing Townsend O lubs i n  which t h e  u p p e r age l i m i t  was 

52# A tten d an ee  a t  a  Townsend Club m eetin g  i s  r e v e a l in g *  The 

m ajor p a r t  o f  th e  a t te n d a n c e  w i l l  be composed o f  g r i z z l e d  

o ld s te r s  w ith  hope and  c o n v ic t io n  w r i t t e n  p l a i n l y  on t h e i r  

faces#  B ut th e r e  w i l l  be a  l i b e r a l  s p r ln k l i i g o f  th e  n e a r -  

i l l i t e r a t e  young and m id d le -a g e d . T here  w i l l  a ls o  be a  

number o f b u s in e s s  men who f e e l  fo rc e d  to  jo in  c lu b s  end a t  

l e a s t  pay l i p  s e r v ic e  to  th e  cause* F u r th e r ,  th e  g a th e r in g s  

u s u a l ly  r e c e iv e  r e s p e c t f u l  a t t e n t i o n  from  th e  p re s s  o f  most 

com m unities, s in c e  th e r e  i s  n ev e r any  h e s i t a t i o n  abou t th e  

a p p l ic a t io n  o f  t h r e a t s  and  even b o y c o t ts  w here th e  need 

a r is e s *  The sp e a k e r  o r  sp e a k e rs  w i l l  be o f  th e  " s p e l l* b in d e r"  

ty p e , and th e  them e w i l l  a lw ays be th e  same: th e  P lan  w i l l

work and o n ly  s e l f i s h  i n t e r e s t s  a r e  p re v e n tin g  i t s  a d o p tio n . 

Every Congres s io n a l  d i s t r i c t  i s  w e ll  o rg a n iz e d , and where 

p re s e n t  o f f i c e h o ld e r s  do n o t e n d o rse  th e  P la n , th e  Townsend 

B lubs have t h e i r  own c a n d id a te s  in  th e  f i e ld *  I  do n o t f e e l
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th a t  th e y  w i l l  c o n t r o l  th o  n e x t C ongross by any  laeans, bu t 

I  do th in k  t h a t  I n  th o  n e x t Congre as th e r e  w i l l  be more th a n  

th e  p r e s e n t  63 members who a r e  p le d g ed  to  enactm ent o f  th e  

P lan  I n to  law* fu r th e rm o re , I f  t h i s  y e a r ’ s e l e c t i o n  I s  

c lo se  a s  I t  i s  y e ry  a p t  to  b e , th e r e  i s  e v e ry  p o s s i b i l i t y  

l& at a Townsend b lo c  i n  C ongress would c o n t r o l  th e  b a la n c e  

o f power*

Dr* Townsend, th e n , h a s  a  b l in d  and d ev o ted  p o l i t i c a l

fo llo w in g , and  vvtijLle he h a s  n o t seen  f i t  to  p u t an e n t i r e

th i r d  p a r ty  t i c k e t  In  th e  f i e l d ,  he h as  seen  f i t  to  e n te r

th e  n a t io n a l  f i e l d  w ith  h i s  endorsem ent o f  th e  t h i r d  p a r ty

p r e s id e n t i a l  c an d id acy  o f  W illiam  Lemke o f N orth  D ako ta .

H is in f lu e n c e  in  t h i s  cam paign i s  a p t  to  be trem endous, s in c e

most p o l i t i c a l  com m entators f e e l  t h a t  a  t h i r d  p a r ty  o f  any

s tr e n g th  i n  th e  f i e l d  w i l l  v e ry  d e f i n i t e l y  in c re a s e  th e

chances f o r  a R ep u b lican  v ic to r y  o v e r Mr. R o o se v e lt t h i s  
170f a l l *  Thus he may y e t  e x e rc is e  a t  l e a s t  th e  in f lu e n c e  o f 

a Warwick.

Has t h i s  w ild  scheme made any c o n t r ib u t io n  to  th e  cause  

o f s o c ia l  s e c u r i ty ?  T here a re  th o s e  who f e a r  t h a t  i t s  con­

t r i b u t i o n  h a s .b e e n  n e g a t iv e  and a s  a  r e s u l t  o f  Towusendism 

th e  cau se  o f  r e a l  s o c i a l  s e c u r i t y  w i l l  be s e t  back f o r  y ears*  

There i s ,  o f  c o u rse , th e  p o s s i b i l i t y  t h a t  t h i s  i s  th e  c a s e .

178 . Time. June 29, 1936, p .  1 0 -1 1 .
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However* I  f e e l  t h a t  th e r e  i s  a  h r ig h to r  a id e ,  I  t h in k  t h a t  

th e  S o c ia l S e c u r i ty  B i l l  was e a s i e r  to  p a s s  th a n  i t  m ight 

o th e rw ise  have been heoause  In  a  m easure I t  s to o d  betw een 

th e  c o u n try  and  scsnethlng much more d r a s t i c #  With th e  Town­

send P la n  h a n g in g  o v e r th e  h ead s  o f  C ongress l i k e  th e  sword 

o f  Damocles* z e a l  f o r  l e g i t im a te  s o c i a l  re fo rm s  sh o u ld  be 

in c re a s e d  and o p p o s itlco i i n  a l l  q u a r te r s  d im in ish e d  by t h i s  

t h r e a t  o f  what may happen u n le s s  som eth ing  o f  a fparm aneat 

n a tu re  i s  done to  r e l i e v e  human s u f f e r in g  and m ise ry  and t o  

guard  a g a in s t  th e  r e p e t i t i o n  o f  th e  e v i l s  o f  t h e  d e p re ss io n *  

I t  sh o u ld  be more a p p a re n t a s  a  r e s u l t  o f  th e  Townsend P la n  

th a t  th e  days when th e  p e o p le  w i l l  p a t i e n t l y  s u f f e r  in  s i ­

le n c e  a re  a t  an  e n d . To t h i s  e x te n t  Dr# Townsend and h i s  

movement have b een  th e  b e n e fa c to r s  o f  th e  s e a rc h  f o r  s o c ia l  

s e c u r ity #
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CBJÎPTm VI 

SOCIAL INSURANCE 

I t  i s  im p o ss ib le  to  do J u s t i c e  t o  th e  s u b je c t  o f  s o c ia l  

in su ra n c e  in  a  s tu d y  o f  t h i s  k in d . So many e x c e l le n t  w orks 

on th e  s u b je c t  have been  w r i t t e n  by w e ll  q u a l i f i e d  w r i t e r s  in  

t h i s  f i e l d  t h a t  I t  w ould be  presum ptuous t o  a t te m p t a n y th in g  

l i k e  a  r e a l  su rv ey  i n  th e  l im i t e d  sp ace  t h a t  can  be d ev o ted  

to  th e  m a t te r  i n  t h i s  t h e s i s .  T h e re fo re , l i t t l e  more th a n  

an in d i c a t io n  o f  g e n e ra l  t r e n d s  and p o s s i b i l i t i e s  o f  s o c i a l  

in su ra n c e  w i l l  be a tte m p te d  h e r e .  Even th e n  i t  w i l l  be 

n e c e s sa ry  to  n e g le c t  some o f  th e  im p o r ta n t p h a se s  o f  t h i s  

s u b je c t .

CoHr>ereial In s u ra n c e  a s  a  S e c u r i ty  Program

A t th e  p r e s e n t  tim e  th e  d o c t r in e  o f  "rugged  in d iv id u a l is m "  

i s  th e  s u b je c t  o f much d is c u s s io n .  Any s tu d y  o f  s o c i a l  s e c u r­

i t y  sh o u ld , th e r e f o r e , ,  su rv ey  c a r e f u l ly  th e  p o s s i b i l i t i e s  o f  

each in d iv id u a l  b e in g  a b le  t o  p ro v id e  s e c u r i t y  fo r  h im s e lf  

th rough  p r iv a t e  a g e n c ie s  and w ith o u t governm ent a s s i s ta n c e  

o r  i n t e r f e r e n c e .  I s  i t  p o s s ib le  to  p ro v id e  r e a l  s o c i a l  s e c u r­

i t y  by ta k in g  ad v an tag e  o f th e  v a r io u s  ty p e s  o f  program s now 

o f f e r e d  to  everyone b y  o u r  g r e a t  l i f e  in s u ra n c e  com panies?

Our l i f e  in s u ra n c e  com panies answ er t h i s  q u e s t io n  w ith  

a  d ec id ed  a f f i r m a t iv e .  I n  r e c e n t  y e a r s ,  in s u ra n c e  com panies 

have expanded th e  ty p e  o f  b u s in e s s  th e y  do u n t i l  I t  I s  now 

p o s s ib le  t o  l a y  o u t  a lm o s t any  k in d  o f  program  t h a t  th e
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In d iy ld u a l  may d e s i r e ,  and f u r t h e r  I t  I s  p o in te d  ou t by  th e  

com panies, th e r e  i s  a b s o lu te  soundness and s a f e ty  in  such in<  ̂

v e s tm e n ts . %hat th e n  a r e  some o f  th e  th in g s  t h a t  may be 

accom plished  b y  m eans o f  l i f e  in s u ra n c e ?

The problem  o f  s o c ia l  s e c u r i t y  i s  d e f in e d  by th e  l i f e

ih a u ra n c e  com panies a s  th e  m a in ten an ce  o f  incom e. T hat l a ,

a  p e rso n  l a  e co n o m ica lly  and  s o c i a l l y  s e c u re  o n ly  when he h a s

an income th a t  l a s t s  a s  lo n g  a s  he  l a s t s .  The w hole m a tte r

i s  based  upon th e  n e c e s s i ty  o f  p ro v id in g  money f o r  c u r r e n t

ex p en ses , f o r  f u tu r e  e x p e n se s , when u n a b le  to  work f o r  any
179re a so n , end f i n a l l y  to  le a v e  money to  d e p e n d e n ts . W hile 

p e rh ap s th e  g r e a t e s t  volume o f b u s in e s s  w r i t t o i  by  l i f e  i n ­

su ran ce  com panies c o n s i s t s  o f  p o l i c i e s  a im ing  a t  p ro v id in g  

money f o r  d ep e n d e n ts , th e r e  a r e  many a d v a n ta g e s  t o  a  l i f e  

in su ra n c e  program  o th e r  th a n  th e  paym ent o f  âbath b e n e f i t s  

to  d ep en d en ts , th e  in s u ra n c e  com panies p o in t  o u t .

No o th e r  in v e s tm e n t w i l l  p ro v id e  c a sh  f o r  em ergency 

p u rp o ses  so  r e a d i l y  a s  l i f e  in s u ra n c e  th ro u g h  i t s  p o l ic y  

lo a n  v a lu e s .  I n t e r e s t  r a t e s  a r e  alw ays low  and  u n ifo rm  when 

th e  p o lic y h o ld e r  borrow s from  th e  company, th e re  i s  no  d u re s s  

f o r  repaym ent, lo a n s  w i l l  b e  made a s  r e a d i l y  in  good tim e s  

a s  bad , w ith  no q u e s t io n s  a sk e d . Thus l i f e  in s u ra n c e  p ro ­

v id e s  a  r e s e r v e  f o r  p e r io d s  o f  unem ploym ent, s ic k n e s s  o r

179 . Diamond L if e  B u l l e t i n s  on L i f e  In s u ra n c e  in  G en e ra l, 
Eaonmmin S e c u r i ty  ( C in c in n a t i ,  1934), p .  zn 2-5#
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aeo iâen t»  o r a  fund  whleh can  be d r a m  upon  ^ e n e v e r  th e r e  la

a  sudden need  f o r  money#^®® F u r th e r ,  th e  p r i n c i p a l  o f  an  i n -

Testm ent In  l i f e  in su ra n c e  l a  s a f e r  th a n  in  an y  o th e r  ty p e

o f  In v e s tm e n t, and th e  r e tu r n  upon th e  in v e s tm e n t i s  b o th
l â lsu re  and d e f i n i t e .  I n  c a se  o f  d i s a b i l i t y ,  th e  company 

th ro u g h  i t s  w a iv er o f  premliua f e a t u r e s ,  w i l l  p ay  th e  b a la n c e  

due upon th e  p o l ic y  and  th e  in s u r e d  w i l l  r e c e iv e  th e  f u l l  

b e n e f i t  c a l le d  f o r  in  th e  o r i g i n a l  c o n tra c t*  F u r th e r  d i s ­

a b i l i t y  f e a t u r e s  i n  c o n n e c tio n  W t h  l i f e  la s u ra n c e  p o l i c i e s  

w i l l  ta k e  ca re  o f  th e  expense  o f s ic k n e s s  o r  d i s a b i l i t y

f u l l y  in  a d d i t io n  to  p ro v id in g  f o r  a  ccm tlnuance o f  Inccaae
1 0 2d u rin g  th e  p e r io d  o f  d i s a b i l i t y *  L if e  In su ra n c e  compan­

i e s  w i l l  p ro v id e  a  g u a ra n te e d  Income f o r  l i f e  a f t e r  th e  r e ­

t i r e m e n t age o f th e  In s u re d  i s  re a c h e d  th u s  p ro v id in g  f o r  

Complete s e c u r i t y  In  o ld  age* ’̂ ” '  ̂ As f o r  t h e  d e a th  b e n e f i t s  

of l i f e  in s u ra n c e ,  in  no o th e r  ty p e  o f  In v es tm en t can  so 

la rg e  an  e s t a t e  be c r e a te d  w ith  so l i t t l e  in v e stm en t*  More­

o v e r, l i f e  In su ra n c e  I s  th e  e a s i e s t  ty p e  o f  p ro p e r ty  t o  p a s s  

on to  h e i r s  s in c e  paym ents a r e  Eade d i r e c t  to  th e  b e n e f i c ia r y  

w ith o u t th e  I n te r v e n t io n  o f  th e  c o u r ts  a s  w ith  o th e r  p ro p e r ty *  

A lso , in s u ra n c e  i s  s u b je c t  to  few  o f  th e  in h e r i t a n c e  ta x

180* Diamond L i f e  B u l l e t i n s  on L if e  In s u ra n c e  In  G e n e ra l,
gconoTntft Se c u r l  t v  (C in c in n a t i ,  1934), p# zn 49-68*

181* I b id * ,  p* zn  SB*
182* I b id * ,  p* zn 69-76*
183* I b id * ,  p* zn 7 7 -1 1 5 .

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



112.

r e s t r i c t i o n s  Which p r e r e n t  o th e r  p r o p e r ty  from  b e in g  p a sse d
1 8 4on to  h e i r s  in  I t s  e n t i r e ty *  The l i f e  In su ra n c e  company 

w i l l  a c t  a s  th e  t r u s t e e  o f  a  l i f e  In su ra n c e  e s t a t e  and pay  

th e  b e n e f ic ia r y  In  a  s e r i e s  o f  m onth ly  paym ents in s t e a d  o f  a  

lump sum w ith  i t s  accom panying r i s k  o f  lo s s  th ro u g h  r e - ln v e s t -  

m ent, sw in d le s , and th e  llke,^® ®  The ty p e s  o f  In su ra n c e  men­

tio n e d  do n o t e x h a u s t th e  p o s s i b i l i t i e s  o f  l i f e  In su ra n c e  by 

any means* The In T e s te r  may a lm o s t " w r i te  h i s  own t i c k e t "  

in  th e  f i e l d  o f  in su ra n c e *  The th o u g h tfu l  f a th e r  may p ro ­

v id e  e d u c a tio n a l p o l i c i e s  f o r  h i s  c h i ld r e n | many o f  th e  r i s k s  

o f p a r tn e r s h ip s  a s  a  form  o f  b u s in e s s  o rg a n iz a t io n  may be 

a l l e v i a t e d  by p a r tn e r s h ip  in s u ra n c e  vwtilcli would g iv e  th e  

widow o f e i t h e r  p a r tn e r  f u l l  v a lu e  o f  h e r  husband’ s e q u i ty  

and r e l i e v e  th e  s u rv iv io g  p a r tn e r  o f th e  n e c e s s i ty  o f  a c c e p t­

in g  one o f  s e v e ra l  u n p le a s a n t a lte rn a tiv e s* ^ ® ®  The scope o f  

l i f e  in s u ra n c e  program s i s  p r a c t i c a l l y  u n l im ite d .

I n  r e l a t i o n  to  th e  s a f e ty  o f  in v e s tm e n ts  i n  l i f e  i n s u r ­

ance , th e  in s u ra n c e  com panies have a  r e c o rd  t h a t  I s  a lm o st 

unim peachable* W hile o th e r  b u s in e s s e s ,  la r g e  end sm a ll, 

were u n d erg o in g  b a n k ru p tc y  p ro c e e d in g s  d u r in g  th e  d e p re s s io n , 

l i f e  in s u ra n c e  com panies co u ld  p o in t  t o  a  s p le n d id  showing* 

A lthough l i f e  In su ra n c e  com panies p a id  o u t a t o t a l  o f

184* Damond L ife  B u l l e t i n s  on L ife  In s u ra n c e  In  G e n e ra l, 
Seonomio S e c u r i ty  ( C in c in n a t i ,  1 9 3 4 ), p* zn 116-142*

185* I b i d . ,  p .  zn 143-150*
186* Seven Wise Men. an< in s u ra n c e  pam phlet*
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e ig h te e n  b i l l i o n  do lla rs  to  p o lie y h o ld e re  and  b e n e f i c la r i e a  

d u rin g  s ix  d e p re s s io n  y ea rs»  th e  t o t a l  a s s e t s  o f a l l  U n ite d  

S ta te s  oom panies In c re a s e d  from  abou t s e re n te e n  and o n e -h a lf  

b i l l i o n  d o l l a r s  in  1929 to  a lm o s t tw e n ty -fo u r  b i l l i o n  d o l l a r s  

In  1933* Only a  r e l a t i v e l y  few  sm a ll com panies f a i l e d  d u rin g  

t h i s  p e rio d *  3ven i n  th e  w o rs t y e a r s  o f  d e p re s s io n , t h e  pub­

l i c  d e l iv e r e d  sev en  p e r  c e n t o f  th e  n a t io n a l  income to  i n ­

su ran ce  com panies In  th e  fo rm  o f  premiums# L if e  In su ra n c e  

com panies em erged from  th e  d e p re s s io n  ( I f  we have em erged) 

much s t r o n g e r  th a n  when th e y  e n te r e d  It*^® ^

I n  th e  l i g h t  o f  a l l  th e s e  f a c t s ,  th e n , i s n * t  I t  re a so n ­

a b le  t o  assume t h a t  our sea rch  i s  o v e r?  I f  l i f e  in s u ra n c e , 

w i l l  do a l l  th e s e  t h i n g s ,  and i f  i t  i s  s a fe  and sound in  

ev ery  way, why s e a rc h  f a r t h e r ?  S u re ly  t h i s  m ust be th e  end 

o f th e  t r a i l ,  and we have a t  l a s t  found  som ething w hich w i l l  

p ro v id e  r e a l  s e c u r i ty *  U n fo r tu n a te ly , th e r e  i s  a n o th e r  s id e  

o f  th e  le d g e r  w hich m ust be examined*

The f l y  in  th e  o in tm en t can  be s t a t e d  b r i e f l y , L i f e  i n ­

su ran ce  com panies a r e  o r g a n i s â t io n sn  o p e ra t in g  f o r  p r o f i t *  

They m ust spend huge sums in  a d v e r t i s i n g ;  th e y  m ust have 

la rg e  o r g a n is a t io n s  o f  w o rk e rs , b ran ch  o f f i c e s ,  r e g io n a l  

o f f i c e s ,  head  o f f i c e s ,  and th e  l ik e *  They m ust pay salesm en  

a com m ission on th e  p o l i c i e s  so ld #  O ften , th e  com m ission

187* Tim e. May 25, 1936, p .  8 4 -8 5 .
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may ex ceed  th e  f i r s t  y e a r 's  p rem lm *  X dvidends must be p a id  

to  s to o k h o ld e rS f A ll  o f th e s e  th in g s  o p e ra te  to  p u t th e  c o s t  

o f  l i f e  in s u ra n c e  beyond th e  r e a c h  o f  th e  g r e a t  m asses o f th e  

p e o p le # P e rh ap s  n o t laore th e n  tw en ty  p e r  c e n t o f  th e  peop le  

o f t h e  U n ite d  S ta t e s ,  th o s e  b e lo n g in g  to  th e  u p p er incom e 

g roups, can a f f o r d  a  l i f e  in s u ra n c e  program  com prehensive 

enough to  p ro v id e  r e a l  s o c i a l  s e c u r i t y  i n  th e  f a c  e o f  a l l  

e v e n tu a l i t i e s *  The in s u ra n c e  program  o f  th e  l a r g e  m a jo r i ty  

o f o u r p e o p le  i s  h ig h ly  in a d e q u a te ,  and w o n d erfu l a s  l i f e  i n ­

su ran ce  may b e , m ost o f  th e s e  p eo p le  can  n o t a f f o r d  to  in-^ 

c re a se  t h e i r  p rogram s, an d  i n  many c a se s  can n o t a f f o r d  t o  

c a r ry  in s u ra n c e  a t  a l l #  The s to c k  argum ent o f  l i f e  in s u r ­

ance sa lesm en  t h a t  th e y  "c an n o t a f f o r d  n o t to  c a r ry  i t "  can
I

have l i t t l e  f o r c e  w ith  p e o p le  who a r e  a b le  to  s c ra p e  o n ly  a  

b a re  e x is te n c e  a s  i t  i s  w ith o u t th e  added expense  o f  l i f e  

in su ra n c e  prem ium s. The tra g e d y  o f  l i f e  in su ra n c e  i s  t h a t  

i t  h as  o f f e r e d  n o th in g  to  th e  masses»^®®

I t  i s  t ru e  t h a t  a lm o s t h a l f  o u r  p o p u la t io n  a re  h o ld e rs  

o f  I n d u s t r i a l  In s u ra n c e  p o l i c i e s ,  and upon t h i s  f a c t  i s  b ased  

th e  c la im  o f  l i f e  in s u ra n c e  com panles t h a t  t h e i r  program s do 

re a c h  th e  m asses. However, M u s t r i a l  in s u ra n c e  w i l l  n o t 

b e a r  c lo s e  in s p e c t io n  a s  a  s te p  towai^d s o c i a l  s e c u r i t y .  I n ­

d u s t r i a l  In s u ra n c e  i s  p r im a r i ly  f u n e r a l  in s u ra n c e ,  th e

183# I .  II . Hublnow, Q uest f o r  S e c u r i ty .
191Ô, p .  459 -4 6 2 ,
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av erag e  p o l ic y  t»eîng a to u t  $200* As a  r u l e  t h i s  amount l a  

s c a r c e ly  ad eq u a te  to  c o v e r  even b u r i a l  expenses»  Expense 

o f c o l l e c t io n  o f pronlum a (w eek ly  v i s i t s  by a g e n ts )  I s  h ig h  

and aa a  r e s u l t  th e  c o s t  o f such in s u ra n c e  l a  to o  g r e a t*

High p r e s s u r e  sa le sm an sh ip  r e s u l t s  ftk many vAio a r e  In  no 

p o s i t io n  to  pay prem ium s, how ever lo w , ta k in g  In su ra n c e *  As 

a  r e s u l t ,  th e  la p s e  r a t e  and th e  accom panying l o s s  t o  p o l i c y ­

h o ld e rs  l a  g r e a t . Much co m p la in t h a s  been made o f  u n f a i r  

t r e a tm e n t on th e  p a r t  o f  many o f  th e  s m a l le r  com panies* I n  

s h o r t ,  i n d u s t r i a l  in s u ra n c e ,  which I s  th e  o n ly  ty p e  a v a i l ­

a b le  to  th o  g r e a t  m asses o f  th e  p e o p le , c o s t s  f a r  more th a n
189i t  l e  w orth  and b e n e f i t s  a r e  n o t a lw ays c e r t a in  even then*

Thus i t  i s  t h a t  we a r e  fo rc e d  to  conclude  t h a t  no u n i­

form  program  o f  s o c i a l  s e c u r i t y  i s  to  be d eveloped  th ro u g h  

l i f e  in su ra n c e *  For th e  u p p e r tw en ty  p e r  c e n t o f  ou r popu la­

t io n  who can a f f o r d  I t ,  l i f e  in s u ra n c e  o f f e r s  th e  i d e a l  In ­

vestm ent * The rem a in d e r o f  ou r p eo p le  m ust scarch e lsew h ere  

i f  r e a l  s e c u r i t y  I s  to  be found*

V olun te ry  o r  CoTTrmilsorv g o e ia l  In su ra n c e ?

S in c e  th e  m ach inery  o f  "rugged  In d lv ld u a lis m "  f a l l s  to  

p ro v id e  ad eq u ate  s e c u r i t y  f o r  th e  mass o f  th e  p e o p le , we m ust 

tu r n  to  some o th e r  so u rce*  B efo re  we c o n s id e r  th e  s t a t e  a s  a  

p ro v id e r  o f  s o c i a l  s e c u r i t y  th ro u g h  s o c ia l  in s u ra n c e . I t

189* I*  M* fiublnow, Jchc.„au€Lat 
1 9 1 6 ), p* 483-475*
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night h e  w ise to eon e ld e r  w hat s o c i a l  In su ra n c e  h a s  to offer 

and whetïtôr It proYldes a  solution «

S o c ia l  in s u ra n c e  h a s  been d e f in e d  a s s

* .  ,  * th e  p o l ic y  o f  o rg a n iz e d  s o c ie ty  to  f u r n is h  
t h a t  p r o te c t io n  to  one p a r t  o f  th e  p o p u la tio n  w hich 
some o th e r  p a r t  nay  need  ^Lesw;, o r  I f  n eed in g , i s  a b le  
to  p u rch ase  T o lu n ta r l ly  th ro u g h  p r l r a t e  i n  s u r  a n  c e .

Or more f u l l y  as*

**« • • a  r e l a t i v e l y  In e x p e n s iv e  form  o f  in su ra n c e  
d e v ise d  by th e  s t a t e  to  g u a ra n te e  th e  w ag e-ea rn er and 
h i  a d ep en d en ts  a ziilnimum o f  income d u rin g  p e r io d s  «hen, 
th ro u g h  fo r c e s  l a r g e l y  beyond h i s  c o n t r o l ,  h i s  e a rn in g s  
a r e  im p a ire d  o r  c u t  o f f .  I t  aim s to  s e c u re  th e  w orker 
and h i s  fa m ily  a g a in s t  th e  economic em ergencies r e s u l t ­
in g  from  th e  tem porary  o r  perm anent lo s s  o f  a  job  
th ro u g h  unem ploym ent, s ic k n e s s ,  i n v a l i d i t y  o r  o ld  ag e , 
and a g a in s t  th o se  o th e r  em erg en c ies  w hich a r i s e  frhm  
th e  d ea th  o f th e  b re a d -w in n e r , th e  i l l n e s s  and b u r ia l  
o f  a  member o f  th e  f a m ily , th e  b i r t h  o f  a  c h i ld ,  o r 
th e  b u rd en  o f  s u p p o r t in g  a  la r g e  f a m i ly .  I t  t r i e s  to  
e s t a b l i s h  a  minimum o f  economic su s te n a n c e  below w hich 
no one s h a l l  f a l l .  A t th e  same tim e . I t  en d eav o rs  to  
e r a d ic a te  much o f  o u r p o v e rty  and d e s t i t u t i o n  by  p r e ­
v e n tio n  r a t h e r  th a n  r e l i e f  and a lm s. I t  s t r i v e s  to  
dam a t  t h e i r  o r i g i n  th e  s p r in g s  fe e d in g  th e  s e a  o f  
d e s t i t u t i o n .  I t  a t te m p ts  to  m z b s t l tu te  s e l f  h e lp  and 
s o c ia l  j u s t i c e  f o r  th e  d e m o ra liz a t lc n  in c id e n t  on 
p u b l ic  and p r i v a t e  c h a r i t y . "191

B ith e r  o f th e s e  d e f i n i t i o n s  w i l l  i n d i c a t e  t h a t  th e  

achievem ent o f th e  g o a l f o r  vftiich s o c ia l  In s u ra n c e  I s  s t r i v i n g  

w i l l  be th e  ach ievem en t o f  a  r e a l  m easure o f  s o c ia l  s e c u r i t y .

1^0 . I .  M. Rubinow, The _quest_ f% r_ ^ c u T lty ,,______L
1 9 1 6 ), p .  603 .

191 . Abraham E n s te in . I n s e c u r l t v  a  Challen^^e to  Araerloa* 3 rd  
E d i t io n ,  {New Y o r k T T ^ T T p T  'ST . ---------------------
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lâ  I t  re a s o n a b le  to  suppose t h a t  such  a  program  may be r e a l ­

iz e d  th ro u g h  s o c ia l  in su ra n c e ?

The e x p e rie n c e  o f  Surope f u m i i ^ e a  t h e  b e s t  answ er to  

t h i s  q u e s t io n .  I t  m ust be u n d e rs to o d  a t  th e  o u t s e t  th e t  even 

th e  m oat a rd e n t s u p p o r te r s  o f  sooM  in s u ra n c e  do n o t f e e l  

t h a t  th e r e  i s  a  p e r f e c t  sy stem  in  e x is te n c e  any p la c e  in  th e  

world# No doubt a l l  sy stem s f a l l  s h o r t  o f  acco m p lish in g  th e  

th in g s  t h e i r  a d v o c a te s  hope fo r*  Y et to  th e  e x te n t  t h a t  ex­

p e r ie n c e  h a s  shown s o c i a l  in s u ra n c e  to  be s u c c e s s fu l  i n  

ac h ie v in g  an y  m easure o f  s e c u r i t y ,  to  t h a t  e x te n t  can s o c i a l  

insui»ance be c o n s id e re d  to  go beyond a n y th in g  y e t  p roposed  

in  th e  se a rc h  f o r  s e c u r i ty *

The o r ig i n s  o f  s o c ia l  in s u ra n c e  in  E urope a r e  l o s t  in  

th e  darkziese o f  t h e  M iddle Ages, b u t  modern s o c ia l  In su ra n c e  

under r e a l  s t a t e  s u p e rv is io n  began i n  Germany w ith  th e  in a u g u r­

a t io n  o f  i t s  s ic k n e s s  an d  m a te rn i ty  in s u ra n c e  system  f o r  

I n d u s t r i a l  w ag e -ea rn o rs  i n  1883» From h e re , s o c i a l  in su ra n c e  

sp read  to  p r a c t i c a l l y  e v e ry  c o u n try  i n  Europe and to  o th e r  

c l a s s e s  o f  wage e a r n e r s ,  a s  w e l l  a s  in to  o th e r  f i e l d s  o f  

s o c ia l  in su ra n c e s  unem ploym ent, o ld -a g e , h e a l th ,  a c c id e n t ,  

and so o n . A ll E urope, a f t e r  h a l f  a  c e n tu ry ’ s e x p e r ie n c e , 

h as  been a b le  to  make e n th u s i a s t i c  r e p o r t s  co n ce rn in g  th e  

b e n e f i t s  o f  such  in s u r a n c e .  V ario u s  in v e s t ig a t io n s  have r e ­

v e a le d  t h a t  lo n g e v i ty  h a s  in c re a s e d ,  e f f i c i e n c y  and h e a l th  

among w o rk ers  have im proved , and t  a t  c a u se s  o f p o l i t i c a l
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im ru e t boea roraoved a s  a  r e s u l t  o f  th e  la tro d u o tX o n  o f

s o c ia l  in s u ra n c e  In to  E u ro p e . A g r e a t  many m is ta k e s  have 

been made o f  c o u rs e , and o b v io u s ly  th e  chaos caused  by th e  

w orld war and th e  l a t e r  h a rd s h ip s  o f  th e  d e p re s s io n  have 

b rough t a b o u t th e  breakdown In  whole o r  in  p a r t  o f  many of 

th e  European sy s te m s . N e v e r th e le s s ,  moat E uropeans have f a r  

more r i g h t  to  be p roud  o f  th e  r e c o r d s  o f  t h e i r  c o u n t r ie s  In  

d e p re ss io n  th a n  we have to  f e e l  In  any  way p le a s e d  abou t th e  

Showing o f  o u r own. A t l e a s t  Europe had  made some a t te m p ts  

to  co v e r th e  r i s k s  In h e re n t  In  th e  p r e s e n t  sy stem , w h ile  we 

a llow ed  th e  d e p re s s io n  to  f i n d  th e  g r e a t  m ass o f  o u r p eo p le  

w ith o u t th e  s l i g h t e s t  Shadow o f  p ro tec tio n .^ ® ®

I f  i t  i s  a g re e d , th e n ,  t h a t  s o c i a l  in s u ra n c e  i s  d e s i r a b le  

in  th e  U n ite d  S t a t e s ,  and t h a t  t h e  s t a t e  sh o u ld  be th e  In  su r*  

Ing  agency , th e r e  s t i l l  rem ain s  th e  q u e s t io n  a s  to  w hether In*  

su ran ce  of t h i s  n a tu re  sh o u ld  b e  v o lu n ta ry  o r  com pulso ry .

H ere a g a in  we may be g u id e d  by  th e  e x p e r ie n c e  o f  E u rope . 

European n a t io n s  w ith  many y e a r s  o f  e x p e r ie n c e  w ith  v o lu n ta ry  

p la n s  have found them to  b e  a b s o lu te  f a i l u r e s .  Even w ith  th e  

a id  o f  la r g e  governm ent s u b s id ie s ,  v o lu n ta ry  p la n s  have f a i l e d  

to  e x te n d  th e  b e n e f i t s  o f  s o c ia l  in s u ra n c e  to  th o se  c l a s s e s  o f  

th e  p o p u la tio n  m ost i n  need  o f  i t s  p r o t e c t i o n .  The p o o re s t  

w orkers e i t h e r  can n o t o r  w i l l  n o t  t a k e  ad v an tag e  of o p t io n a l

19S. Abraham E p s te in ,  I n s e c u r i t y  a  Challen/?:e to  A m erica. 3 rd  
E d i t io n ,  (New Y ork, 1 9 3 6 ), p7
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in su re n o e  p la n e *  ^

I n  t h i s  o o n n e e tio a  w» n eed  n o t aeo ep t t ;  e  e x p e rie n c e  o f  

Europe a s  th e  l a s t  # o rd , how ever. We have had some experi*^ 

ence w ith  v o lu n ta ry  governm en ta l in s u ra n c e  in  th e  U n ite d  

S ta te s  w ith  th e  same r e s u l t s  a s  in  Europe# I n  1907 Massa-# 

e h u s e t t s  e n a o te d  a  v o lu n ta ry  sy stem  o f  S av in g s Bank L if e  

Xnsuranoe# The sa v in g s  hanks* u n d e r th e  s u p e rv is io n  o f  th e  

S ta te  In s u ra n c e  Commissioner* were a u th o r iz e d  to  w r ite  h o th  

l i f e  In su ra n c e  and o ld  age  a n n u ity  p o l ic ie s »  I n  s p i t e  o f  

th e  f a c t  t h a t  t h e  hanks o f f e r  in s u ra n c e  a t  c o n s id e ra b ly  low er 

r a t e s  th a n  p r i v a t e  in s u ra n c e  oom panie», th e  «mount o f  in  su r#  

ance in  f o r c e  h a s  grown v e ry  s lo w ly  and i s  a a a l l  In  ootaparl# 

son to  th e  amount w r i t t e n  hy  p r iv a t e  com panies o p e ra t in g  I n  

the  s ta te #  I n  1911* th e  s t a t e  o f  W isconsin  began th e  w r it*  

in g  o f  in s u ra n c e  and  a n n u ity  c o n tra c ts *  I n  th e  f i r s t  tw en ty  

y e a rs  o f  o p e ra tio n *  th e  s ta te h a d  w r i t t e n  l e s s  th a n  two m i l l ­

io n  d o l l a r s  w o rth  o f  in s u ra n c e  and had  no a n n u i t i e s  in  fo rc e  

a t  a l l .  The e x p e r ie n c e  o f  th e  U n ite d  S ta t e s  governm ent WL th  

v e te ra n s*  In su ra n c e  h a s  p ro v id e d  a n o th e r  e x c e l l e n t  example o f  

th e  in e f f e c t iv e n e s s  o f  v o lu n ta ry  in s u r a n c e .  A pprox im ately  

tw elve p e r  c e n t o f  th e  v e te r a n s  have ta k e n  ad v an tag e  o f  th e  

governm ent*a in s u ra n c e  p la n ,^ ^ ^

19 3 , E u s te ln . op* c it# *  p ,  3 S -3 3 ,

194 . I b i d . ,  p ,  3 3 -3 4 ,
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Tim o n ly  X ogloal o o n o lu s io n  to  be drawn from  tb e  s tu d y  

o f  s o c ia l  in s u ra n c e  p la n s  l a  o p e ra t io n  I s  t h a t  v o lu n ta ry  

schem es, how ever a t t r a c t i v e ,  do n o t work» T h e re fo re , one of 

th e  fu n d am en ta ls  o f  s o c ia l  In s u ra n c e  l a  t h a t  com pulsion  I s  

n e c e ssa ry  t o  e x te n d  th e  b e n e f i t s  to  a l l  th o s e  who need  I t »  

While th e  Id e a  o f  com pulsion  d o e s . In d e e d , deny th e  " r ig h t  to  

be Im p ro v id en t"  I t  c a r r i e s  w ith  I t  many a d v a n ta g e s . Being 

com pulsory, th e  sy stem  I s  f r e e d  o f  th e  expense  in c id e n t  t o  

com petldon; a d d i t io n a l  expense I s  e l im in a te d  by  a d m in is t r a t io n  

by p u b l ic  o f f i c i a l s ,  th u s  a v o id in g  th e  i n f l a t e d  s a l a r i e s  

no rm ally  p a id  in s u ra n c e  e x e c u t iv e s .  As a r e s u l t  t h e  c o a ts  

of th e  sy tte m  a r e  g r e a t l y  re d u c e d ; a d m in is t r a t iv e  co s ts  o f  

com pulsory system s r a r e l y  exceed  te n  p e r  c e n t a s  compared 

w ith  th e  norm al o v erh ead  o f  from  t h i r t y  to  f i f t y  p e r c e n t 

common i n  p r iv a t e  com panies» M oreover, th e  w aste  in c id e n t  

to  s u rre n d e re d  and la p s e d  p o l i c i e s  I s  av o id ed , and p r o f i t s  

a re  e l im in a te d .  T h is  I s  a  d e s i r a b l e  s te p  f o r  " s in c e  p ro ­

te c t io n  a g a in s t  s o c ia l  m is fo r tu n e  h a s  become a b s o lu te ly  

e s s e n t i a l  to  w o rk ers , even a s  w a te r , l i g h t ,  and s a n i t a t i o n ,  

no i n s t i t u t i o n  sh o u ld  b e  p e r m i t te d  t o  grow r i c h  o u t o f  t h i s  

v i t a l  n e e d ." ^ ^ ^

A second fundam en ta l o f  s o c i a l  in s u ra n c e  i s  th e  p r in c ip le  

th a t  th e  c o s ts  m ust be d i s t r i b u t e d  among a l l  e lem en ts  o f

195» E p s te in ,  o p , c i t . .  p .  32-35
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s o c ie ty *  The b u rd en  m ust n o t  be p la c e d  e n t i r e l y  upon th e  

w orkers s in c e  th e y  a r e  l e a s t  a b le  t o  b e a r  i t #  The s t a t e  

shou ld  b e a r  p a r t  o f  th e  c o s t  o f  an y  s o c ia l  in s u ra n c e  p lan*

A ll modern governm ents have been f o rc e d  to  th e  r e a l i z a t i o n  

th a t  th e  s t a t e  m ust f u r n is h  some m easure o f  s e c u r i t y  to  th e  

eco n o m ica lly  h e lp le s s #  T here I s  a t  t h e  same tim e a  d i s t i n c t  

p o s s i b i l i t y  t h a t  s t a t e  p a r t i c i p a t i o n  in  s o c i a l  In su ra n c e  

may u l t im a te ly  save  th e  governm ent a  g r e a t  d e a l  o f  money#

The s t a t e  sh o u ld  r a i s e  i t s  sh a re  o f th e  money to  be sp en t 

upon s o c i a l  in s u ra n c e  th ro u g h  Inccme and I n h e r i ta n c e  tax es»  

s in c e  t h i s  w i l l  s e c u re  th e  p a r t i c i p a t i o n  o f  th o se  d e r iv in g  

la rg e  incom es from  s o u rc e s  o th e r  th a n  in d u s try »  who m ight 

n o t o th e rw ise  p a r t i c i p a t e  in  th e  program * F u rth e r»  th e s e  

ta x e s  a re  p e rh ap s  th e  o n ly  k in d  w hich can n o t be s h i f t e d  to  

th e  consumer* Employers» o f  course»  would c o n t r ib u te  to  th e  

c o s t o f  th e  program* The r i g h t  to  e x p e c t t h i s  c o n tr ib u t io n  

i s  b ased  upon th e  f a c t  t h a t  o u r  i n d u s t r i a l  system  i s  re sp o n ­

s ib le  f o r  a l l  th e  h a z a rd s  w hich c o n f ro n t th e  w age-earner»  

and f u r t h e r  th e  em p loyers  w i l l  be d i r e c t  b e n e f i c i a r i e s  o f  

s o c ia l  In su ra n c e  th ro u g h  th e  in c r e a s e d  e f f i c i e n c y  o f  th e  

w orkers* The c o n t r ib u t io n  o f  th e  em ployer would p ro b a b ly  be 

in  th e  form  o f  a  sm a ll p e rc e n ta g e  t a x  upon th e  p a y ro ll*  

F in a l ly ,  th e r e  sh o u ld  be c o n t r ib u t io n s  from  th e  w o rk ers  

th em se lv es  -  a  sm a ll p e rc e n ta g e  o f  th e  wages o f  each t o  be 

deducted  f o r  t h i s  p u rp o se  each p ay d ay . I t  can  be d em o n stra ted
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t h a t  w orkers*  c o n t r ib u t io n s  a r e  n o t e s s e n tia l  on th e  b a s i s  

t h a t  th e  w o rk ers  a r e  n o t r e s p o n s ib le  f o r  th e  economio i l l s  

o f o u r  sy stem , and on th e  f u r t h e r  b a s i s  t h a t  th e y  w i l l  sh a re  

in d i r e c t ly #  a s  consum ers and  a s  tax * p ay ers#  i n  th e  c o n tr ib u ­

t io n s  o f th e  em ployers and th e  s t a t e  anyway, and a  d i r e c t  con« 

t r i b u t  io n  w ould c o n sd tu te  a  t h r e e - f o l d  paym ent upon t h e i r  

p a r t#  N e v e r th e le s s  w orker*s c o n t r ib u t io n s  a re  fa v o re d  on 

p sy c h o lo g io a l grounds# B e n e f i ts  o f  w orkers* o c m tr ib u tio n s  

a re  to  be found i n  th e  p r o t e c t io n  o f  t h e i r  s e l f  re sp e c t#  and 

in  th e  f a c t  t h a t  such  d i r e c t  c o n t r ib u t io n s  se rv e  to  d i s t i n ­

gu ish  s o c ia l  In su ra n c e  b e n e f i t s  more clecudy from  poor r e l i e f  

o r th e  " d o le " .  C o n tr ib u t io n s  by w o rk ers  encourage  t h r i f t ,  

and f a r  more im p o r ta n t ,  g iv e  th e  in s u re d  w o rk ers  a  d e f i n i t e  

s ta k e  in  th e  p la n  and make t h e i r  p a r t i c i p a t i o n  In  th e  admin­

i s t r a t i o n  o f  th e  program  a  m a tte r  o f  r i g h t  

Types o f  S o c ia l  In s u ra n c e

A. com prehensive program  o f  s o c ia l  in s u ra n c e  m ust In ­

c lu d e  in su ra n c e  a g a in s t  i n d u s t r i a l  a c c id e n ts ,  h e a l th  I n s u r ­

ance, o ld -a g e ,  and unem ployment in su ra n c e #  A t th e  p r e s e n t  

tim e , i t  i s  su g g e s te d  t h a t  i t  would be v e ry  d i f f i c u l t  to  

i n s t i t u t e  a  s o c ia l  in s u ra n c e  program  to  co v e r a l l  c l a s s e s  

and i t  i s  f u r t h e r  su g g e s te d  t h a t  a t  f i r s t  th e  f ig u re  o f  

#3000 be ta k e n  a r b i t r a r i l y  a s  th e  s a l a r y  f ig u r e  below  lA io h

196 . E p s te in ,  c i t . .  p# 3 7 -4 9 .

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



133.

th e r e  would he In s u ra n c e  coverage*  There would he f u r t h e r  

d i f f i c u l t i e s  I n  th e  in c lu s io n  o f  a g r i c u l t u r a l  w orkers In  th e  

group to  he c o v e re d , b u t i t  I s  e x p e c te d  t h a t  t h i s  co u ld  he 

iro n e d  o u t I n  tiiae*^®*^

I n  th e  f i e l d  o f  a c c id e n t  o r  workmen’ s com pensation in s u r ­

ance, we f in d  t h a t  t h e r e  h a s  been th e  moat m arked p ro g re s s  

along  th e  l i n e  o f  s o c i a l  In s u ra n c e  in  th e  U n ite d  S t a t e s .  In  

th e  p a s t  f i f t y  y e a rs  th e  U n ite d  S ta t e s  h a s  come a  lo n g  way 

s in c e  th e  days when th e  I n ju r e d  workman had to  prove t h a t  

tiie  em ployer was a t  f a u l t  i n  an  i n d u s t r i a l  a c c id e n t -  a  th in g  

alm ost im p o ss ib le  to  do s in c e  th e  c a rd s  were alw ays stacâced 

a g a in s t  th e  employee» A t th e  p r e s e n t  tim e , th e  d o c t r in e  o f  

th e  em ployer’ s  l i a b i l i t y  I s  p r e t t y  w e l l  e s t a b l i ^ e d  and 

workmens’ com pensation  law s have been  e n a c te d  in  44 s ta t e s *  

However, th e  f a c t  t h a t  f o u r  s t a t e s  s t i l l  do n o t have them  i s  

an in d ic a t io n  t h a t  th e  s i t u a t i o n  i s  n o t c o m p le te ly  s a t i s f a o ^  

to ry #  F u r th e r ,  th e  law s o f  many s t a t e s  g iv e  l i t t l e  r e a l  

p r o te c t io n ,  and in  many o th e r s  workmen a re  in s u re d  in  p r l*  

v a te  c a s u a l ty  com panies w hich a v o id  a  s a t i s f a c t o r y  s e t t l e ­

ment whenever p o s s ib le *  I n  o th e r  s t a t e s  unsound system s 

have been s e t  up w ith  t h e  r e s u l t  t h a t  v h l l e  th e  workman h a s  

some d eg ree  o f in sx iran ce , he h a s  no a s su ra n c e  t h a t  f u l l  bene­

f i t s  w i l l  e v e r  be r e c e iv e d .  T here  i s  a  c ry in g  need in  th e

197 . E p s te in ,  0 £* c i t . .  p .  52-56*
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U n ite d  S t a t e s  to r  a  u n ifo rm ly  governm ent a d m in is te re d  system  

o f a o o id e n t com pensa tion  In su ra n c e  w hich w i l l  p ro v id e  a s s u re d  

and u n ifo rm  b e n e fits .^ ® ®

TheroA aa lo n g  been  a  need  f o r  an ad eq u a te  system  o f  

h e a l th  in s u ra n c e  t o  co v er warfemen and even members o f t h e i r  

f a m i l ie s  a s  a  r e s u l t  o f  t h e  l o s s  s u f f e r e d  from  d is e a s e  and 

n o n - in d u s t r i a l  a c c id e n ts #  O rg an ized  m ed ic in e  h a s  been v io ­

l e n t l y  opposed  to  h e a l th  in s u ra n c e  due t o  th e  f e a r  t h a t  i t  

would le a d  to  a  sy stem  o f  s t a t e  m ed ic ine  N e v e r th e le s s ,

th e  p r e c a r io u s  l i v i n g  c o n d i t io n s  o f  th e  m asses make i t  im­

p o s s ib le  f o r  them  to  accu n n ila te  any r e s e r v e  a g a in s t  p e r io d s  

o f s ic k n e s s ,  end th e  few  f r e e  c l i n i c s  and th e  l i k e  now in  

e z is to n e e  a r e  vftxolly in a d e q u a te  to  cope w ith  th e  s i t u a t i o n .

As a  r e s u l t  th e  m asses  o f  t h e  p e o p le  do w ith o u t m ed ica l 

a t t e n t io n  e x c e p t i n  th e  g r a v e s t  em e rg e n c ie s . A t th e  same 

tim e , t h e r e  a r e  g r e a t  num bers o f  d o c to rs  whose p r a c t i c e s  

e re  much to o  an a l l  to  f u r n i s h  them a  d e c e n t l i v i n g  end who 

c o n s ta n t ly  f e e l  th e  p in c h  o f  p o v e rty *  The majorffcy o f  th e  

d o c to rs  would b e n e f i t  from  a  s t a t e  system  o f  h e a l th  in s u r ­

ance J u s t  a s  th o ro u g h ly  a s  would th e  d a ss  o f p eo p le  who can­

n o t a f f o r d  p ro p e r  m e d ic a l c a re  u n d e r  th e  p r e s e n t  system .^® ^

198. Bubinow, 0 £ .  c i t .* p .  1 2 9 -1 4 1 .
199# American A s s o c ia tio n  f o r  S o c ia l  S e c u r i ty ,  S o c ia l  S ecur­

i t y  in  th e  U n ite d  S t a t e s .  1935 (New York, 193^)* p .  51
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A nother mraste «b io h  h e a l th  In e u ra n o e  would e l im in a te  l a  th e

lo s e  ?diioh r é s u l t a  from  th e  i n e f f i c i e n c y  o f  th e  w orker # io

rem ain s  a t  work a f t e r  heooming 111 o r  who r e tu r n s  to  work

to o  soon a f t e r  an I l l n e s s  in  o rd e r  to  c u t  h i s  wage l o s s  to  
s o la  alnSLmum#*^^* S in c e  th e  In c id e n c e  o f  s ic k n e s s ,  a c c id e n t ,  

and th e  l i k e  can be e s t im a te d  w ith  a  f a i r  d eg ree  o f  a c c u ra c y , 

and s in c e ,  th e r e f o r e ,  a n  a o t u a r l a l l y  sound p la n  can be worked 

o u t,  i t  seems i l l o g i c a l  t h a t  we sh o u ld  n o t have i n s i s t e d  upon 

h e a l th  in s u ra n c e  in  th e  U n ite d  S ta t e s  lo n g  s in c e

The b e s t  th o u g h t i n  th e  h e a l th  in s u ra n c e  f i e l d  to d a y  

c a l l s  f o r  a  com pulsory , s ta te ^ a d m in is te r e d  system # The 

w a itin g  p e r io d  betw een th e  b o g ln n ln s  o f  i l l n e s s  and b e g in n in g  

o f  b e n e f i t s  sh o u ld  be s h o r t ,  and th e  sy stœ a  shou ld  In c lu d e  

th e  fa m ily  o f  th e  workman a s  w e ll  a s  th e  w orker h im se lf*  At 

th e  v e ry  l e a s t  th e r e  sh o u ld  be p ro v is io n  f o r  m a te rn ity  b e n e -  

f i t s  i n  a d d i t io n  to  p r o te c t io n  f o r  th e  wago-earner#^*^^ W hile 

i t  I s  o f t e n  a rg u e d  t h a t  no tim e  l i m i t  f o r  th e  r e c e iv in g  o f  

b e n e f i t s  sh o u ld  be s e t ,  a  b e n e f i t  p e r io d  o f  tw e n ty -s ix  weeks 

i s  a c c e p te d  by m ost a u t h o r i t i e s  a s  s u f f i c i e n t  t o  co v er a l l  

but a  few  c a s e s  f o r  w hich a d d i t io n a l  a llo w a n c e s  cou ld  be 

made a s  need was shown* B e n e f i t s  sh o u ld  in c lu d e  th e  c o s t  o f  

a l l  m ed ica l a t te iA o n , h o s p i t a l i z a t i o n ,  d ru g s , and a l l  o th e r

801# Rubinovr, 0 £ ,  c i t *. p# 586-588#
802* E p s te in , op.# c i t #> p .  401-411
203# Amer# A ssoc, f o r  Soo# Sec*, o n # c l t ♦> p* 4 5 -4 9 .
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ised lo a l s u p p lie  a .  l a  a d d itio n ^  p a r t  o f  th e  wages ( h a l f  to  

tw o - th l rd a  I s  u s u a l ly  feeonnieaded) sh o u ld  he p a id  a s  h e a e f l t s  

d u rin g  th e  p e r io d  o f I l l n e s s B e n e f i t s  to  ha e x p e c te d  f ro #  

th e  o p e r a t io n  o f  h e a l th  In s u ra n c e , ju d g in g  from  th e  exper*- 

lo a eo  o f  o th e r  c o u n t r i e s ,  would in c lu d e . I n  a d d i t io n  to  

added s e c u r i t y  f o r  w o rk ers  : iisprovam ont o f  th e  econom ic

s ta tu s  o f  a  g r e a t  s h a re  o f  th e  m e d ic a l and d e n ta l  p ro fe s s*

Io n s , Im provem ent In  th e  p u b l ic  h e a l th  w ith  a  concom itan t 

Improvement i n  th e  e f f I c l e n o y  o f  w o rk e rs , and f i n a l l y ,  p r e ­

v e n tio n  o f  Illness#^® ®

T here  I s  l i t t l e  t o  he s a id  i n  o p p o s it io n  to  th e  co n ten ­

t io n  t h a t  th e  m odem  s t a t e  m ust he r e s p o n s ib le  f o r  I t s  i n d i ­

gen t ag ed . Our e x p e r ie n c e  in  th e  U n ite d  S ta t e s  r e v e a l s  t h a t  

a  la r g e  s h a re  o f  o u r  p o p u la tio n  re a c h e s  o ld  age w ith o u t I n ­

dependent means* I n  f a c t ,  one I n v e s t ig a t io n  shows th a t  a t  

age 65, 370 men o u t o f  1000, o r  37 p e r  c e n t ,  a r e  dependent and 

have no p ro p e r ty  o f  any  k in d  to  r e p la c e  t h e i r  l o s t  e a rn in g  

power* At 75, a p p ro x im a te ly  60 p o r  c e n t a re  dependen t upon 

p u b lic  o r  p r iv a te  c h a r i t y  o r  upon r e l a t i v e s *  A t age 75 few er 

men have a t  l e a s t  |1 0 0  th a n  a t  age 25 I n  s p i t e  o f th e  f a c t  

t h a t  th e y  have had  th e  in te r v e n in g  f i f t y  y e a r s  to  accumulate*^®®

S04. Rubinow, o £ , c i t *> p .  180-181»
805* Amer* A ssoc, f o r  Soo* Sec*, S o c ia l  S e c u r i ty  in  th e  

B a i te d  S t a t e s .  1954 (New York, 19 3 4 ), pT l^O -lO o *
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s a th ln  th o  l a s t  few  y e a r s  th e  U n ite d  S t a t e s  h a s  become 

old»a«5 S p en s io n  m inded, and a  g r e a t  d e a l h a s  been done to  

ro llo T e  th e  d i s t r e s s  and  © n ffa r in g  o f  th o s e  haye reach e d  

a  dependen t o ld  age* I n  th e  p a s t ,  ou r o n ly  o f f i c i a l  ré c o g n i­

t io n  o f  th e  need  o f  th e  ag ed  to o k  th e  form  o f i n s t i t u t i o n a l  

a id  th e  h u m il ia t io n  o f  th e  poor-form * lilhlle th e  p re s e n t 

system  o f  o ld -a g e ,  n o n -c o n tr ib u to ry  p e n s io n s  i s  a  d i s t i n c t  

Improvem ent, a d v o c a te s  o f  s o c i a l  in s u ra n c e  a re  q u ic k  to  

p o in t o u t  t h a t  such  p e n s io n s  a re  by  no means o ld -a g e  I n s u r ­

an ce , A lthough  th e  p e n s io n  sy stem  I s  n e i th e r  u n ifo rm  n o r  

g e n e ra l  i n  th e  U n ite d  ^ t a t e s .  I t  h as  p roved  a  god send to  

th e  aged  where I t  h a s  been i n  o p e ra tio n *  N e v e r th e le s s , th e  

Urns h as  come, f e e l  th e  a d v o c a te s  o f  s o c i a l  in s u ra n c e , f o r  

a  d i s t i n c t  s te p  i n  ad v an ce . I n s te a d  o f  ponsdonlng  o f f  a  

sm all p o r t io n  o f  o u r  aged  w o rk e rs , we m ust In s u re  a l l  o f  

them . The system  sh o u ld  be com pulsory  and c o n t r ib u to r y .

Thus b e n e f i t s  w i l l  be p a id  a s  a  m a t te r  o f  r i g h t  on a t t a i n i n g  

o ld  age r a t h e r  th a n  o f  a  b a s i s  o f  a b j e c t  n e e d .^ °^

From th e  v ie in ^ o ln t o f  th e  a c tu a ry ,  o ld -a g e  I s  p e rh ap s  

th e  most in s u ra b le  o f  a l l  r i s k s *  D e f in i te  c o s ts  end bene­

f i t s  can e a s i l y  be d e te rm in e d , and th e  nutaber to  r e c e iv e  

b e n e f i t s  a t  any f u tu r e  tim e  c a n  be e s t im a te d  w ith  a  h ig h  

deg ree  o f  a c c u ra ry . I t  would th u s  b e  p o s s ib le  to  accum ulate

207, Amor. A ssoc , f o r  S oo . S e e . ,  S o c ia l  S e c u r i ty .  1934. 
p .  5 8 -5 9 .
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In  adYanod a  fund  «ouXd pay b e n e f i t s  to  th e  I n d iv id u a l

aa ha re a c h e d  th e  b e n e f i t  age# The accu m u la ted  fund  system » 

however, would have th e  d is a d v a n ta g e  t h a t  th e  premium r a t e ,  

f o r  th o s e  o f  advanced  age When th e  system  was f i r s t  I n s t i t u t e d ,  

would be a lm o s t p x h lb l t lv e  due to  th e  l im i t e d  number o f y e a r s  

th e y  w ould have l e f t  t o  b u i ld  up an a d e q u a te  fund* S uggested  

a s  more p r a c t i c a l  i s  t h e  p a y -a s -y o u -g o  system * Under t h i s  

p la n  th e  w o rk ers  below  th e  age o f 05 ( th e  r e t i r e m e n t  age 

su g g es ted  In  m ost p la n s}  would c o n t r ib u te  a t  th e  same f l a t  

r a t e  to w ard s th e  s u p p o r t  o f  th o s e  o v e r 65* I n  r e tu r n ,  th e y  

would th e m se lv es  be a s s u re d  by th e  s t a t e  o f  su p p o rt from  th e  

in su ra n c e  system  idien th e y  In  tu r n  re a c h e d  th e  r e t i r e m e n t  age.^^®  

P robab ly  a  co m b in atio n  o f  th e s e  two su g g e s tio n s  would produce 

th e  b e s t  r e s u l t s .  The s t a t e  m igh t pay  p a r t  o f  th e  premium o f  

th o se  whose premiums would be v e ry  h ig h  when th e  p la n  was 

ad o p ted , a llo w in g  t h i s  g roup  to  p ay  a  f l a t  r a te *  A f te r  t h i s  

f i r s t  g roup  had  been c a re d  f o r ,  th e  accum ulated  fund  co u ld  

be e a p e o te d  to  h an d le  th e  b e n e f i t  paym ents mere r e a d i ly  th a n  

a  p ay -as-y o u -g o  sy sttsn  w hich  w ould a lw ays be h u r t  when th e  

need f o r  re tre n c h m e n t I n  th e  f i e l d  o f  governm ent ex p en d i­

tu r e s  a ro se*  The b e n e f i t s  t o  be e x p e c te d , m ost a u t h o r i t i e s  

a g re e , sh o u ld  ru n  betw een $40 and $75 a  m onth, depending some­

what upon s e c t io n  o f  th e  c o u n try  and e a rn in g s  b e fo re  r e t i r e ­

ment*^^®

208* Amer* Assoc* f o r  Soo* Sec* , op.* d t *. p* 58-59* 
209* I b id * ,  p* 6 0 -6 3 ,
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I t  I s  n o t In te n d e d  to  d is m is s  th e  e n t i r e  s u h je e t  o f oXd«* 

age s e c u r i t y  w ith  t h i s  h r l e f  d is c u s s io n *  The o h je o t  o f  t h i s  

d is c u s s io n  i s  s im p ly  to  Show th a t  th e  le a d e r s  in  th e  f i e l d  

do n o t a c c e p t th e  o ld -a g e  p e n s io n  a s  th e  l a s t  word i n  s e c u r i t y  

f o r  th e  aged* The s u b je c t  o f  p e n s io n s  w i l l  be  c o n s id e re d  

more f u l l y  i n  th e  n e x t  c h a p te r  in  e o n n ee tio n  w ith  th e  s o c ia l  

s e c u r i ty  program  o f  th e  Hew D eal*

Unemployment in s u ra n c e  i s  p ro b a b ly  th e  most c o n tro v e r ­

s i a l  ty p e  o f  s o c i a l  in su ra n c e *  D n t l l  th e  d e p re s s io n  b ro u g h t 

such a  p ro found  change in  o u r th in k in g *  unemployment in s u r ­

ance was s im p ly  Ig n o re d  o r  ro u n d ly  condemned w ith o u t a  h e a r­

in g  a s  im d e s ira b le  and undm erlcan* Even w ith  th e  d e p re s s io n  

f r e s h  i n  our minds* th e r e  i s  n o t ag reem ent t h a t  unes^loym ent 

in su ra n c e  i s  even a  p a r t i a l  s o lu t io n  to  o u r problem s* T here  

is*  how ever, a  g r e a t  d e a l  to  be s a id  i n  f a v o r  o f  such  a  

system* I t  I s  b e in g  p r e t t y  g e n e r a l ly  r e a l i z e d  t h a t  t h e  p ro s ­

p e c t o f th e  l o s s  o f  h i s  jo b  i s  ab o u t th e  most d i s in t e g r a t i n g  

th in g  t h a t  can  happen to  a  man* I f  th e r e  i s  any  s a e re d n e s s  

abou t th e  home, unemployment d o es  more th a n  any  o th e r  one 

th in g  to  d e s tro y  t h a t  s a c re d n e ss*  P e rh a p s  one of th e  b e s t  

summaries o f  th e  argum ent in  f a v o r  o f  some system  o f  unem- 

p loy isen t in s u ra n c e  i s  t i i a t  o f  B ishop  F ra n c is  J* M cConnell, 

p r e s id e n t  o f  th e  A m erican A s s o c ia tio n  f o r  S o c ia l  S e c u rity »

"We were t o l d  d u rin g  th o s e  tim e s  when in d u s t r y  
was h av in g  th in g s  i t s  own way In  t h i s  c o u n try , t h a t  
w ith o u t a  r e s e r v e  o f  l a b o r  we cou ld  n o t have any 
s u c c e s s fu l  i n d u s t r i a l  system * I  have h e a rd  g r e a t
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in d u 8 tr l« ü .l8 t8  s ta n d  up  and says *We have g o t to  
hays a  s u f f i c i e n t  arescrTs o f  la b o r  from  lidiioli wa 
can  draw In  tim e s  o f p r o e p o r l ty ,  and urtien we can 
d is c h a rg e  i n  t im e s  o f  d ep re ss io n » *  I n v a r ia b ly  
t h i s  I l l u s t r a t i o n  o f  an  army i s  u s e d . % a t  can  
an  army do w ith o u t r e s e r v e s ?  The p o in t  o v e rlo o k e d  
i s  s im p ly  t h i s ,  t h a t  army r e s e r v e s  a r e  p a id  wages 
w h ile  th e y  w a it  and a r e  k e p t a s  a  d i s t i n c t  p a r t  o f  
th e  army* I f  we a r e  go in g  to  have an army o f  
r e s e r v e  l a b o r  i t  o f  c o u rse  beccm es a  s o c i a l  ___
r e s p o n s i b i l i t y  to  ta k e  c a re  o f  I t  when unemployed#

Everyone i s  f a m i l i a r  w ith  th e  s u f f e r in g  and d em o ra liza ­

t i o n  r e s u l t i n g  from  th e  unemployment o f  th e  d sp re s s lo n *  T o t 

in  th e  m id s t o f  a l l  th e  d i s t r e s s ,  we have n ev e r ev«a b o th e re d  

to  o b ta in  r e a l l y  r e l i a b l e  f ig u r e s  a s  to  th e  e x te n t  o f  unem*  ̂

p loym ent# D uring th e  d e p th s  o f  d e p re s s io n  i t  was e s t im a te d  

t h a t  t h e r e  w ere a s  many a s  f i f t e e n  m i l l io n  unemployed# T hat 

we have l i t t l e  r i g h t  to  f e e l  t h a t  th e  d e p re s s io n  i s  o v er i s  

In d ic a te d  by th e  A m erican F e d e ra t io n  o f  labor*®  e s t im a te  o f  

tw elve  and o n e -h a lf  m i l l i o n  unem ployed In  Ja n u a ry , 1936?^^

The s i t u a t i o n  l a  a g g ra v a te d  by  th e  f a c t  t h a t  t h e r e  has been 

a  v e ry  m arked I n c re a s e  I n  th e  c o s t  o f  l i v in g  d u r in g  th e  p a s t  

two y ea rs*  I t  I s  no e x a g g e ra tio n  to  say  t h a t  " th e  con­

tin u a n c e  o f  th e  A m erican s o c i a l  s t r u c t u r e  depends on th e  

s e c u r i ty  we g iv e  th e  I n v o lu n t a r i ly  I d l e # ’*^®

BIO* Amor* Assoc* f o r  Soc* S ec* . S o c ia l  See>?rltv . 1934. 
p* I d d ,

B ll#  Time. March 9 , 1936, p ,  15*
BIB# Spokane Spokesman-Review. J u ly  15 , 1936, p# 4 
£13* E p s te in ,  op* c l t * ,  p* BBl#
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The e x p e r ie n c e  o f  o th e r  o o u n tr io e  h a s  i^own th a t  no 

O ther method w i l l  p ro v id e  s e c u r i t y  f o r  th e  in v o lu n ta r i l y  

Id le  to  th e  same e x te n t  a s  unemployment In su ran ce#  A t th e  

p re s e n t tim e  th e r e  a r e  t h i r t e e n  n a t io n s  udio g iv e  t h e i r  work­

e r s  some m easure o f  s e c u r i t y  by means o f  a  com pulsory unem­

ploym ent In su ra n c e  syStea» w h ile  l a  te n  o th e r s  th e r e  a r e  v o l­

u n ta ry  sy s te m s . I t  I s  t r u e  t h a t  u n d er th e  s t r e s s  o f  th e  

d e p re s s io n  end p o l i t i c a l  u n re s t#  many o f  th e s e  system s have

broken down In  whole o r  I n  p a r t*  I n  s p i t e  o f  t h i s  no o th e r
i n

n a t io n  h a s  made auoh a  d e p lo ra b le  sh o w ln g /th e  f i e l d  of s e c u r­

i t y  f o r  th e  unem ployed a s  o u r  own U n ited  S ta te s ,  th e  r i c h e s t  

o f  a l l  natlons*^^"^ Those who f e e l  t h a t  th e  breakdown o f  

v a r io u s  European sy stem s p ro v e s  th e  f a i l u r e  o f  unemployment 

in su ra n c e  m ust r e f l e c t  t h a t  m ost o f  th e s e  system s w ere I n s t i ­

tu te d  o r  ex ten d ed  J u s t  b e fo re  th e  b eg in n in g  o f  th e  d e p re s s io n  

and i t s  g r e a t  ^ d  u n ex p ec ted  b u rd en s  f o r  which th e  sy stem s 

had la c k e d  th e  tim e  to  p rep a re#  T herefo re#  I t  may be m ain­

ta in e d  t h a t  th e  d i f f i c u l t i e s  e x p e r ie n c e d  by th e s e  v a r io u s  

n a t io n s  "no more p ro v e  th e  i n u t i l i t y  o f  in s u ra n c e  a g a in s t  

unemployment th a n  th e  f i n a n c i a l  d i f f i c u l t i e s  o f  a  U f a  I n s u r ­

ance v e n tu re  Which w as I n s t i t u t e d  J u s t  a s  a  g r e a t  p lag u e  

began to  d ec im a te  th e  p o p u la tio n #  would p ro v e  th e  unsoundness 

o f  l i f e  insurance#"® ^®

211# Amer. Assoc* fo r  Soo# S e c . ,  A :o r lo a n  D oles C ost More
Than Unemployment In s u ra n c e  i An Open L e t te r  to  kem bera 
o f  Confère S3 end ë  t a  te  L e g i s la tu r e s  (New Y ork). p . 1#

215, B a rb a ra  N a o h tr le b  A rm strong , I n s u r in g  th e  B ss e n t i a l s .  
p# 520; q u o te d  l i  E p p te ln , o p * c l t *. p# 521 .
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Tha B s r itisb  ëyatem  o f  imemploymant Insurcoioe baa boen 

tb «  m ost spttcoessful o f  a l l  ti io so  t i d e d  abroad* F i r s t  p a sse d  

In  1911, th e  trneaploym ont In s u ra n c e  A ct was amended a t  ©ot-  

e r a l  tlm a a  u n t i l  th e  cystem  cacao to  In c lu d e  th e  w orkers o f  

p r a c t i c a l l y  a l l  i n d u s t r i e s  whoso annual s a la r y  was l e s s  th a n  

$1250# T h is  e x te n s io n  was com pleted  j u s t  p r i o r  t o  th e  de­

p re s s io n  o f  th e  e a r ly  tw e n t ie s ,  end i t s  b e n e f i t s  were con­

fu se d , a t  l e a s t  In  th e  A m erican m ind, w ith  o u t-o f-w o rk  dona­

t io n s  made to  r e tu r n e d  s o ld i e r s  to  whom th e  unem ployed bene­

f i t  e o f  th e  in s u ra n c e  sy stem  d id  n o t ex tend*  Thus th e  u n ­

savory  te rm  ’’d o le *  began to  he a p p l ie d  to  th e  b e n e f i t s  by 

Am ericana end i t  began to  b e  lo o k e d  upon w ith  an unho ly  

h o r ro r  b y  o u r  lo a d in g  i n d u s t r i a l !  a te  * The p re s s u re  p u t  upon 

th e  aCGUimilated fu n d  by th e  d e p re s s io n  e x h a u s te d  th a  fu n d s , 

making i t  m c o s s a ry  f o r  th e  s t a t e  to  la n d , and l a t e r  g r a n t  

o u t r ig h t ,  money to  m a in ta in  th e  in s u ra n c e  p la n ,  llo rc o v e r , 

i t  becamie n e c e s s a ry  to  ex ten d  th e  p e r io d  o f  b o n o f l ta  beyond 

th e  tim e  o r i g i n a l l y  c o n tr a c te d  f o r -  T îils  system  o f  ex ten d ed  

b e n e f i t s  w ts  re g a rd e d  a s  te m p o ra ry  a t  th e  tim e , b u t I t  h a s  

been fo llo w ed  e v e r s in c e .  In c lu d in g  th e  y e a r s  o f  th e  p r e s e n t  

d ep ress io n #  The a c t  I s  a d m in is te re d  tîirough  lo c a l  emp3.oy- 

njent exchanges# When a  w orker lo s e s  h i s  jo b , he r e g i s t e r s  

a t  h i s  lo c a l  employment exchange, and a f t e r  a  s h o r t  w a it in g  

p e r io d  he b e g in s  to  r e c e iv e  h i s  b e n e f i t  pa^Taents th ro u g h  t h i s  

of f  1 ce *
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H« l 8  n o t f o r c e d  to  show need o f  b e n e f i t s ;  th e  mere f a c t  

of unemployment e n t i t l e s  him  to  r e c e iv e  th e  paym ents due 

him# He m ust r e p o r t  t o  th e  exchange once a  day (once a  

week in  some l o c a l i t i e s )  to  he p la c e d  in  a  jo b  in  ca se  th e  

exchange sh o u ld  have employment to  o f f e r .  The w orker must 

a c c e p t employment o f f e r e d  p ro v id e d  t h a t  i t  i s  o f  th e  ty p e  

f o r  w hich h i s  t r a i n in g  and e x p e rie n c e  f i t  him , does n o t  en­

t a i l  moving to  soma o th e r  d i s t r i c t ,  and p ays th e  p r e v a i l in g  

wage f o r  t h a t  ty p e  o f  work* A ll w o rk ers  and em ployers con­

t r i b u t e  to  th e  c e n t r a l  fu n d . O r ig in a l ly  th e  s t a t e  p a id  

s l i g h t l y  u n d er o n e - th i r d  o f  th e  c o s t  p lu s  th e  c o s t  o f  ad­

m in i s t r a t io n ,  b u t et th e  p r e s e n t  tim e makes th e  d e f i c i t  

between th e  .amount o f  th e  em ployers* and employees* c o n t r i ­

b u tio n s  and  th e  n eed s  o f  th e  sy s tem . T h is  h a s  been  m is re p re ­

se n te d  a s  th e  " d o le "  i n  A m erica, b u t  i t  w i l l  r e a d i l y  be seen  

th a t  th e  w orkers th ro u g h  t h e i r  c o n t r ib u t io n s  a r e  e n t i t l e d  to  

p a r t i c i p a t e  in  th e  b e n e f i t s  a s  a  m a tte r  o f r i g h t ,  and th e  ex ­

te n s io n  o f  b e n e f i t s  s im p ly  does w e ll  'vdiat American r e l i e f  

d id  p o o rly *  The B r i t i s h  have acco m p lish ed  w ith o u t lo s s  o f  

s e l f - r e s p e c t  o r  i n i t i a t i v e  t h a t  w hich we have  been a b le  t o

do o n ly  a t  th e  c o s t  o f  h u m i l ia t io n  and  d e m o ra liz a tio n  a s  a
216r e s u l t  o f  o u r  h ap h aza rd  and b u n g lin g  m ethods# F u r th e r ,  

th e  c o s t  Id th e  B r i t i s h  h a s  been  b o th  a b s o lu te ly  and  r e l a t i v e ­

l y  l e s s  th a n  th e  c o s t  o f  r e l i e f  l a  th e  U n ite d  S ta t e s ,  and th e

216. E p s te in ,  o n # c i t . .  p# 3 5 2 -3 7 1 .

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



134.

av erag e  B r i t i s h  e llo w a n c s  h a s  been n e a r ly  th r e e  tim es  aa 

ad eq u a te  am th e  a v e ra g e  r e l i e f  d o le  In  th e  U n ite d  S t a t e s .  

A gain, th e  b e n e f i t s  I n  G rea t B r i t a in  a r e  b o th  r e g u la r  and 

e e r t a l n ; w h ile  th e  A m erican ta x p a y e r  h a s  b o rn e  th e  e n t i r e  

c o s t o f r e l i e f ,  th e  B r i t i s h  ta x p a y e r  was r e l i e v e d  o f a lm o st 

hdf th e  c o s t  o f  th e  s o - c a l l e d  **dole* a s  a  r e s u l t  o f  th e  con­

t r i b u t i o n s  from  em ployees and  in d u s t r y  to  th e  in s u ra n c e  fund* 

Due to  I t s  i n t e l l i g e n t  and ad eq u a te  spend ing  p o l ic y  th ro u g h  

a  com prehensive s y s t # i  o f  s o c i a l  In su ra n c e  th e  B r i t i s h  gov­

ernm ent was n o t fo rc e d  to  augment I t s  r e l i e f  e x p e n d itu re s  

by p o u rin g  b i l l i o n s  o f  d o l l a r s  in to  N.H.A*, A .A .A ., F .W .A ., 

o r o th e r  l i k e  e n te rp r is e s .® ^ ^

B efo re  a  com prehensive system  o f  unemployment i n s u r ­

ance w i l l  be p o s s ib le  i n  th e  U n ite d  S t a t e s ,  I t  w i l l  b e  n e c e s ­

sa ry  to  re fo rm  th e  p u b l ic  th in k in g  a lo n g  c e r t a in  l in e s #  We 

must d iv o rc e  from  o u r p r i n c i p l e s  th e  d o c t r in e  t h a t  such i n ­

su ran ce  m ust b e  s e l f - s u s t a i n i n g  and t h a t  th e  r e c e i p t s  In  th e  

form o f  premiums m ust b a la n c e  th e  e x p e n d i tu re s  In  th e  form  

o f b e n e f i t s .  W hether we l i k e  i t  o r n o t ,  we a r e  g o in g  to  be 

fo rc e d  to  th e  ad m issio n  t h a t  t h e  c a r e  o f  th e  unem ployed In  

a  manner t h a t  le a v e s  t h e i r  s e l f  r e s p e c t  i n t a c t  h as  become th e  

d u ty  o f  a modern governm en t. The q u e s tio n  o f  th e  a c t u a r i a l  

soundness o f  unemployment In su ra n c e  I s  no lo n g e r  a t  s t a k e .

S17. Amer. A sso c , f o r  S o c . S e c . ,  Open W t t e r .  o n . c l t . .  p* B.
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A# S ta te d  by one o f  th e  fo re m o st s tu d e n ts  o f  th e  s u b je c t :

U n d e r  c o n d i t io n s  such  a s  have p r e v a i le d  l a  
G rea t B r i t a i n  f o r  n e a r ly  a  decade, and In  t h i s  
c o u n try  s in c e  1929, I t  I s  s h e e r  nonsense  to  b o th e r  
a b o u t th e  m e ta p h y s ic a l q u e s tio n  w h e th e r unemployment 
I s  an in s u r a b le  r i s k  o r  n o t .  The r e a l  concern  o f  
s o c i a l  In s u ra n c e  I s  s e c u r i t y ,  r a t h e r  th a n  th e  
a c t u a r i a l  p r i n c i p l e s  which m ust govern  p r iv a t e  i n ­
s u ra n c e . The two have l i t t l e  In  common. .  . ,  .
S o c ia l  In s u ra n c e  i s  in s u ra n c e  even  I f  n o t a  penny 
o f th e  fu n d s  a r e  d e r iv e d  d i r e c t l y  from  th e  bene­
f i c i a r i e s  o r  from  I n d u s t r y .  A s o c i a l  In s u ra n c e  
fund  i s  s o lv e n t  even I f  p a r t  o r  a l l  o f  I t s  fu n d s  
come from  g e n e ra l  t a x a t i o n .  %hat m a t te r s  In  s o c ia l  
In s u ra n c e  I s  t h a t  th e  r i s k  be d i s t r i b u t e d  a s  w id e ly  
a s  p o s s ib le ,  t h a t  th o s e  who s u f f e r  m ost s h a l l  n o t 
be urn de to  b e a r  th e  h e a v ie s t  b u rd en , and t h a t  
r e l i e f  be g iv en  a s  a  m a tte r  o f  r i g h t  I n  a  d ig n i f ie d  
and s e l f - r e s p e c t in g  m anner. S o c ia l  in s u ra n c e  se e k s  
n o t to  s ta y  i n  th e  in s u ra n c e  b u s in e s s  b u t to  
accom plish  th e  s o c i a l l y  d e s i r a b le  t h i n g s .**̂ 1®

F u r th e r ,  we m ust u n d e rs ta n d  t h a t  unemployment in s u ra n c e  i s  

no t b e in g  p ro p o sed  o r  ad v o ca ted  a s  a  rem edy f o r  unem ploy­

m ent, b u t a s  a  rem edy f o r  th e  d i s t r e s s  cau sed  by unemploy­

m en t. I n  th e  words o f  one I n v e s t ig a t in g  com m ittee:

U nem ploym ent In su ra n c e  w i l l  n o t a b o l i s h  
unem ploym ent, no r i s  I t  c h i e f ly  In te n d e d  to  
re d u c e  unemployment o r  to  r e g u la r i z e  work* F ir e  
In su ra n c e  I s  n o t  aim ed a t  a b o l is h in g  f i r e s |  l i f e  
in s u ra n c e  does n o t a b o l i s h  d e a th ;  a c c id e n t  In s u r ­
an ce  does n o t a b o l is h  a c c id e n t s .  Any p ro p e r ly  
d e s ig n e d  and so u n d ly  managed In su ra n c e  system  w i l l  
s t im u la te  e f f o r t s  to w ard  r e d u c t io n  and  e l im in a t io n  
o f th e  r i s k s  a g a in s t  which p r o te c t io n  I s  sought*
But in s u ra n c e  I s  b a se d  upon th e  assum ption  th a t  
th e  r i s k  I t s e l f  I s  I n e v i t a b l e ,  however much I t  may 
be re d u c e d , and t h a t  p r o t e c t io n  a g a in s t  I t  may be 
s e c u re d  m ost e c o n o m ic a lly  by th e  m ethod o f  in s u r ­
a n c e , r a t h e r  th a n  I n  an y  o th e r  way. "219

218 . E p s te in ,  o p * c l t *. p .  319*
219, R ep o rt o f th e  Ohio Commission on Unemployment In s u ra n c e .  

P a r t  I ,  p .  3 1 -5 2 ; q u o te d  In  E p s te in ,  g^* c i t . .  p .  315 .

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



X3Ô

S lno«  tmemployment In su ra n c e  i s  n o t c o n fin e d  to  th e  

b o u n d a rie s  o f  any  one s t a t e  o r  l o c a l i t y ,  th e  f e d e r a l  e o v e rn -  

ment sh o u ld  ta k e  a  d e c id e d  le a d  i n  th e  e s ta b l is h m e n t o f  un­

employment in s u ra n c e  in  t h e  U n ite d  S ta te s *  T here a r e  a  g r e a t  

many c o n s t i t u t i o n a l  d i f f i c u l t i e s  In  th e  way o f  a  u n ifo rm  

system  e s ta b l i s h e d  by  th e  f e d e r a l  governm ent in  t h i s  c o u n try , 

b u t i t  would be p o s s ib le  to  g a in  some d eg ree  o f  u n ifo rm ity  

by means o f  n a t io n a l  s u b s id ie s  t o  s ta te s* ^ "®

The b e s t  th ô u g h t alcmg t  e l i n e  o f  s o c ia l  in s u ra n c e  

h o ld s  t h a t  i n  th e  U n ite d  S ta t e s ,  a s  e lse v d ie re , th e  system  sh o u ld  

be com pulsory , and t h a t  t h e  c o s t  sh o u ld  be borne  by c o n tr ib u ­

t i o n s  from em ployees, em p lo y ers , an d  th e  s ta te *  Employment 

exchanges s im i l a r  t o  th o s e  o f  G rea t B r i t a i n  sh o u ld  be s e t  up 

to  a d m in is te r  th e  sy s tem . There sh o u ld  be a  s h o r t  w a it in g  

p e r io d  b e fo re  th e  b e g in n in g  o f  b e n e f i t s ,  and  i t  i# lm p o r ta n t 

t h a t  b e n e f i t s  sh o u ld  be  p a id  upon th e  b a s i s  o f th e  e x is te n c e  

o f unemployment end n o t  upon th e  b a s i s  o f  a  means t e s t *  Bene­

f i t s  sh o u ld  be a t  l e a s t  f i f t y  p e r  c a n t o f  th e  wages and , i f  

p o s s ib le ,  tw o - th i r d s  o f  wages* B r iv a te  in s u ra n c e  c a p i t a l  

and i n i t i a t i v e  sh o u ld  b e  ex c lu d ed  from  t h i s  f i e ld *  B e n e f i ts  

Should be ex ten d ed  w here n e c e s s a ry , a s  i n  t h e  B r i t i s h  s y s ­

tem , to  co v e r th e  d u r a t io n  o f  unemployment* I n  norm al tim e s

a  b e n e f i t  p e r io d  o f  tw e n ty - s ix  o r  t h i r t y  weeks w i l l  co v er th e
221needs o f  m ost ca ses*  However, i f  a  system  l im i t i n g  th e

220. E p s te in ,  o n # c l t * ,  p* 564-665#
221# Rubinow, o p . c i t . .  p# 451-457*
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tim e dur In s  wMoïi b e n e f i t s  may be re o e lv e d  I s  ad o p ted . I t  

w i l l  be n e c e s s a ry  t o  p u t o u r r e l i e f  sy stem  on a  perm anent 

b a s is  to  p ro v id e  f o r  a d e q u a te  r e l i e f  iftien th e  r i g h t  to  unem­

ploym ent in s u ra n c e  b e n e f i t s  h as  been  e x h a u s te d  in  tim e s  o f  

emergen ey«

Tha b e n e f i t s  to  be d e r iv e d  from  a  system  o f  unemploy­

ment in s u ra n c e  in  t h i s  c o u n try  would be trem endous* R e l ie f  

r o l l s  mould be low ered  b y  f i f t y  p e r  c e n t ,  i t  i s  e s t im a te d , 

id  t h i n  a  few  m onths end e v e n tn a l ly  f a r t h e r  th a n  t h a t  The

sa v in g s  in  w recked human l i v e s  and l o s t  s e l f  r e s p e c t  among 

th e  unen%ployed c an n o t be m easured  in  d o l l a r s  and c e n ts ,  b u t  

t h i s  f e a t u r e  a lo n e  would b e  w orth  th e  c o s t  o f  th e  scheme »

I t  h a s  a l r e a d y  been  in d ic a te d  (page 134) t h a t  t h e  s a v in g s  to  

ta x p a y e rs  would be c o n s id e ra b le *  I n  s h o r t ,  th e r e  a r e  so many 

ad v an tag es  t o  be found  i n  such  a  schem e, end  so few  r e a l  ob­

je c t io n s  t o  i t  t h a t  we can s c a r c e ly  a f f o r d  to  le a v e  th e  p r e s ­

en t r i s k s  u n co v ered . Unemployment in s u ra n c e  i s  no p an ace a , 

end i t  «111 c e r t a i n l y  n o t remove a l l  th e  i l l s  r e s u l t i n g  from  

unemployment and p e r io d s  o f  d e p re s s io n . Kevor th e  l e s s  i t  w i l l  

do much to  c u sh io n  th e  shock  o f  such em erg en c ies  and p re v e n t 

th e  d i s t r e s s  r e s u l t i n g  from  lo n g  p e r io d s  o f  unemployment from  

e v e r a g a in  becom ing so deep a s  i t  h as  been d u rin g  th e  p a s t  

f iv e  o r  s i r  y ea rs#

222# Amen Assoc# f o r  S o c . S e c .,  S o c ia l  S e c u r i ty .  1934. p .
156-160•

223# Arner. A sso c , f o r  S o c . S e c .,  S o c ia l  S e c u r i ty .  1935.
p • 1 5 4 .

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



1 3 8 *

What# o o a t r lh u t lo a  do©a s o o la l  in s u ra n c a  o f f e r  to  th e  

s o a r  oh f o r  « o c ta l  s e c u r i ty ?  F i r s t  o f  a l l  I t  o f f e r s  a  p la a  *• 

n o t a  p a n ace a  d o s ig n ed  In  some m y s te r io u s  %ay t o  c u re  a l l  

th e  I l l s  o f  man, b u t  a  sound w orkable id e a  w ith in  th e  re a lm  

o f f i n a n c i a l  and eco n o a lo  p o s s ib i l i ty * .  I t  g iv e s  an oppor* 

t u n i t y  to  make r e a l  p ro g re s s  a lo n g  th e  ro a d  o f  s e c u r i t y ,  and 

w h ile  I t  makes %K) c la im s  to  a b o l i t  I n s e c u r i t y  co m p le te ly , 

i t  W ill a t  l e a s t  re d u c e  th e  s u f f e r in g  end  m ise ry  r e s u l t i n g  

from th e  **mis-functionlng** o f  o u r  system  to  a  minimum* 

S econd ly , t h i s  movement f o r  s o c i a l  in s u ra n c e  end th e  w orkers  

In  t h i s  f i e l d  p ro v id e  a  r e a l  d eg ree  o f  le a d e r s h ip  to  th e  

la r g e ly  u n o rg a n iz e d  body o f  p u b l ie  o p in io n  v h ic h  h a s  been 

g iv in g  r e a l  th o u g h t t o  th e  s u b je c t  o f  s e c u r i ty *  S o c ia l  in s u r ­

ance p ro v id e s  a  r a l l y i n g  p o in t ,  a s  I t  w ere , f o r  th o s e  who 

r e a l i z e  o u r  n eed s  and y e t  can n o t stom ach th e  p an aceas  o f  o u r  

many econom ic quacks# I f  th e  s e a rc h  f o r  s o c ia l  s e c u r i ty  i s  

ev e r t o  a c h ie v e  i t s  g o a l un d er o u r p r e s e n t  s o c ia l  s t r u c t u r e .  

I t  w i l l  be u n d er th e  le a d e r s h ip  o f  a  com prehensive and ad e­

q u a te  system  o f  s o c ia l  In su ra n c e *
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TSS m w  DEAL AND SOCÜAI» SECUHITT 

The of. t h e  A a s X n la tra tio n

To th e  maay a r d e a t  'w orkers f o r  a  program  o f  s o c i a l  l a  su r»  

enOQ to  p ro v id e  s e c u r i t y  i n  th e  U n ite d  S ta te s ^  such a  program  

h a s  seemed a s  rem o te  a s  i t  was d o s lra h le *  Ev<m th e  m ost op» 

t l m i s t l o  s u p p o r te r s  o f  s o c i a l  in s u ra n c e  had become r e s ig n e d  to  

a  lo n g  p e r io d  o f  e d u c a t io n a l  work b e fo re  th e  a t ta in m e n t o f  

t h e i r  g o a ls  co u ld  b e  r e a l iz e d #  However, th e  e n t i r e  p i c tu r e  

was changed by  P r e s id e n t  R o o s e v e l t 's  m essage to  C ongress on 

June Bg 1934# S a id  th e  P r e s id e n t  in  th a t  m essages

"Our t a s k  o f  r e c o n s t r u c t io n  does n o t r e q u i r e  
th e  c r e a t io n  o f  new and s t r a n g e  v a lu e s .  I t  i s ,  
r a t h e r ,  taie f in d in g  o f  th e  way onoe store t o  known, 
b u t t o  some d eg ree  f o r g o t t e n ,  i d e a l s  and  v a lu e e .
I f  th e  means and  d e t a i l s  a r e  i n  some in s te u icea  
new, t h e  o b je c t iv e s  a r e  a s  perm anent a s  human 
n a tu re  *"

•Among o u r  o b je c t iv e s  I  p la c e  th e  s e c u r i ty  
o f  th e  men, women, end c h i ld r e n  o f th e  n a t io n  
f i r s t .  ^

•  , .# *  I f ,  a s  o u r C o n s t i tu t io n  t e l l s  u s ,
o u r  F e d e ra l Government was e s t a b l i s h e d  among o th e r  
th in g s  ' t o  prom ote th e  g e n e ra l  w e l f a r e ' ,  i t  l a  o u r 
p la in  d u ty  to  p ro v id e  f o r  t h a t  s e c u r i t y  upon w hich 
w e lfa re  d e p e n d s# '

•  # .#«  We may w e ll  u n d e rta k e  th e  g r e a t  ta s k  
o f  f u r th e r in g  th e  s e c u r i t y  o f  th e  c i t i z e n  and h i s  
fa m ily  th ro u g h  s o c ia l  in s u ra n c e #"*24

Even b e fo re  th e  t r a n s m is s io n  o f  t h i s  m essage, th e  P r e s i ­

den t h ad  c r e a te d  a  Committee on Economic S e c u r i ty  t o  make a  

s tudy  o f th e  p rob lem  o f  s e c u r i t y  and to  make are commendations

824# Q uoted Sn E p s te in ,  o n # c l t #. p# 670*
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f o r  a  l a g l s l a 't lT a  program  w hich w ould a t  l e a s t  be  a  b eg in n in g  

tow ard  th e  r e a l i z a t i o n  o f  th e  o b je c t iv e  p re s e n te d  In  th e  

m assage to  C ongress

T h is  s ta n d  by th e  P r e s id e n t  had  a  rem arkab le  e f f e c t  upon 

th e  p u b l ic  a t t i t u d e #  The e n t i r e  ooun try  became s o c ia l  in s u r^  

ance m inded and e n th u s ia sm  re a c h e d  a  h ig h  p i t c h .  C an d id a tes  

f o r  o f f i c e  a l l  f e l t  th e  n e c e s s i ty  o f  en d o rs in g  a  s o c ia l  incur-* 

ance program , and c o n s e rv a t iv e s  a s  w e ll  a s  l i b e r a l s  a l l  over 

th e  c o u n try  en d o rsed  th e  P r é s id a n te s  announcement* Mien, on 

November 6 , 1934, th e  p e o p le  o f  th e  c o u n try  gave th e  P r e s i ­

den t an ovw w helm ing m a jo r i ty  o f  h i s  own p a r ty  I n  C ongress,

I t  s im p ly  became a  q u e s t io n  o f  w hat form  o f s o c ia l  in su ra n c e  

to  a d o p t .

The Committee on Economie S e c u r i ty ,  w ith  th e  a s s i s ta n c e  

o f s e v e ra l  a d v is o ry  com m ittees and  te c h n ic a l  b o a rd s , In v e s ­

t i g a te d  th e  s o c ia l  In s u ra n c e  e sp e r le n o e  o f  o th e r  c o u n tr ie s  

and th e  n eed s  o f  th e  C hi te d  S ta t e s ,  and su b m itte d  recoxanenda- 

t lo n s  f o r  a  f a i r l y  com prehensive program  to  th e  P re s id e n t  

upon Jan u ary  15 , 1935 . The recom m endations o f  th e  Committee 

in c lu d e d  a  program  o f  unem ployment In s u ra n c e , and o ld -a g e  

s e c u r i ty  program  b a se d  upon b o th  n o n -c o n tr ib u to ry  p en s io n s  

and c o n t r ib u to r y  a n n u i t i e s ,  a  program  o f  a id  to  dependen t 

c h i ld r e n , e x te n s io n  o f  p u b l ic  h e a l th  and  c h i ld  h e a l th  s e r v ic e s ,

3 ^ .  R ep o rt to  th e  P re  s i  d e n t o f  th e  Ccaamittee on Economic
S e c u r i ty .  U* S* Government P r in t i n g  O ff ic e  (W ash., 1935)
p .  V #

226. E p s te in ,  c i t . .  p .  670-671*
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end c o n t in u a t io n  and e x ta n a io a  o f  e d u c a t io n a l  end re h a t i l i* »  

t a t l o n  a e r v ic e a ,  W ith th e  e x c e p tio n  o f  th e  unemployment 

com peneation  program , th e  Committee recommended t h a t  th e  

n a t io n a l  governm ent g iv e  s t a t e  a u b s id ie s  f o r  th e  pu rp o se  of 

s e t t i n g  th e s e  p rogram s in  m otion# A ll  ty p e s  o f  In su ra n c e  

were to  be c a r r i e d  o u t on a  F e d e ra l* S ta te  b a s i s ,  w ith  th e  

e x c e p tio n  o f  th e  o ld -a g e  a n n u ity  p la n  which was to  be  n a t io n ­

a l  and  u n d e r  th e  d i r e c t  s u p e rv is io n  o f  th e  n a t io n a l  govern­

ment* S t a t e s ,  in  o rd e r  to  r e c e iv e  g r a n t s - in - a l d  to  p u t 

t h e i r  p la n s  i n t o  e f f e c t ,  sh o u ld  m eet c e r t a in  re q u ire m e n ts , 

i t  was reeostnended* O th erw ise  th e r e  would be com plete f r e e ­

dom o f  c h o ic e  by each  s t a t e  a s  t o  th e  e x a c t d e t a i l s  o f  i t s  

own p la n ^  A d m in is tra t io n  and  c o r r e l a t i o n  o f  th e  system  would 

be th e  work o f  a  s o c ia l  in s u ra n c e  b o a rd  t o  be s e t  up w ith in  

th e  d ep artm en t o f  L ab o r, w h ile  th e  f i n a n c i a l  s id e  of th e  

program  would be u n d er th e  s u p e rv is io n  o f  th e  S e c re ta ry  o f  

th e  T re a su ry , a c c o rd in g  to  th e  recom m endatlon#^^^

B i l l s  lo o s e ly  embodying th e s e  recom m endations were i n ­

tro d u c e d  in to  b o th  th e  House and S en a te  a lm ost im m ediately# 

A f te r  some m onths o f  h e a r in g s  upon th e  b i l l s  end  iro n in g  o u t 

o f d i f f e r e n c e s  betw een House and  S e n a te  v e re lo n s ,  th e  S o c ia l 

S e c u r i ty  A ct p a s se d  b o th  h o u se s  w ith  thum ping m a jo r i t i e s  and 

re c e iv e d  th e  P r e s i d e n t 's  a p p ro v a l upon A ugust 14, 1935#

S27, R ep o rt o f  tkie Committee on Economic S e c u r i ty ,  o n # c i t . .
P* 1 -5 0 .
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C ongress more o r  l e s s  b o tc h ed  i t s  job^ how ever, and th e re b y  

d e la y e d  th e  b e g in n in g  o f  th e  o p e ra t io n  o f  th e  program  s e t  up 

by a d jo u rn in g  w ith o u t m aking any a p p ro p r ia t io n  f o r  th e  sub­

s id i e s  p ro v id e d  f o r  o r  th e  a d m in is t r a t iv e  expense o f  th e  Aet*^^® 

I n  f a c t ,  t h e r e  was no a p p r o p r ia t io n  made t o  p u t th e  b i l l  i n t o  

fo rc e  u n t i l  F e b . 11 , 1936#^^® Thus began a  new epoch in  th e  

se a rc h  f o r  s o c i a l  s e c u r i t y  i n  th e  U n ite d  S ta te s *

Congre BS chose to  make th e  S o c ia l  S e c u r i ty  Act an  omni­

bus m easure . In c lu d in g  s e v e r a l  d i s t i n c t  m easu res f o r  s o c ia l  

s e c u r i t y  I n  th e  one a c t#  The a c t  in c lu d e s  p ro v is io n  f o r i  

unemployment ecsopensatlon , o ld -a g e  a s s i s ta n c e  and o ld -a g e  

b e n e f i t s ,  s e c u r i t y  f o r  c h i ld r e n ,  a id  to  th e  b l in d ,  e x te n s io n  

of th e  p u b l ic  h e a l th  s e r v ic e s ,  and v o c a t lo n s l  r e h a b i l i t a t i o n *  

we s h a l l  d e a l h e re  w ith  o n ly  th e  f i r s t  th r e e  a t  any  le n g th *

While th e  o th e r s  a r e  im p o rta n t and r e p re s e n t  a  r e a l  advance 

in  th e  s o c ia l  s e c u r i t y  f i e l d ,  th e y  were p a t e n t ly  d e s ig n e d  a s  

tem porary  e x p e d ie n ts  u n t i l  such  tim e  aa  a  r e a l  h e a l th  in  s u r -
S30ance m easure can b e  e x p e c te d  t o  m eet w ith  u n iv e r s a l  app roval*  

A lso , th e s e  m easu res c a n  s c a r c e ly  be h e ld  to  b e a r  th e  same 

im portance  to  th e  a c t  o r  t o  th e  program  begun a s  th e  f e a tu r e s  

p ro v id in g  f o r  unemployment in s u ra n c e  and  o ld -a g e  s e c u r i ty *  

F e d e ra l g r a n t a - l n - a ld  t o  s t a t e s  w ith  approved  p la n s  f o r

£23* E p s te in ,  Ow S o c ia l  I n s e c u r i t y  A c t, i n  H artaer* s  m agazine, 
Deo* 1935 ( r e p r in tT , p* 55*

229* S o c ia l  S e c u r i ty  B oard, p r e s s  r e l e a s e  f o r  A p r il  9 , 1936, 
p* 1*

£30* Time. Jan* 28 , 1935, p .  2 3 .
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e ld  t o  d e p ead e a t c lx lld re n  e r e  p ro v id e d  fo r  In  T i t l e  IV  o f  th e

not# The F e d e ra l  governm ent v d l l  pay  t o  each  s t a t e  o n e - th i r d

of th e  am ount g ra n te d  hy th e  s t a t e  under suoh a  p la n , e x c e p t

th a t  th e  F e d e ra l  g r a n t  #111 he l im i t e d  to  $6 f o r  th e  f i r s t

and #4 f o r  each  a d d i t io n a l  dependen t lâ i l ld  In  each fa m ily

S ev en teen  s t a t e s  had approved  p la n s  on lla roh  S I , 1936.®®^

The p r o v is io n s  f o r  m a te rn a l and c h i ld  h e a l th  s e r v ic e s  a llo w

g r a n t s - in - a l d  to  s t a t e s  w ith  approved  p la n s , th e  g r a n ts  to

m atch th e  am ounts expended hy th e  s t a t e s  f o r  t h i s  purpose*

G ran ts to  s t a t e s ,  how ever, were to  be a p p o r tio n e d  on th e

b a s is  o f  $20 ,000  g ra n t  to  each  s t a t e  and th e  rem ainder o f  th e

g ra n t to  be d i s t r i b u t e d  on th e  b a s is  o f  need  and p ro p o r t io n

of l i v e  b i r t h s  l a  eadh s ta t e *  The o b je c t  o f  t h i s  f e a tu r e  o f

th e  a c t  I s  th e  s t r e n g th e n in g  o f  lo c a l  a id  s t a t e  h e a l th  se r*

v ic e s  and th e  e x te n s io n  o f  such  s e r v ic e s  to* r u r a l  areas*®®®

G ra n ts - in -a id  a r e  to  be made to  s t a t e s  w ith  approved p la n s

fo r  f u r n i s h in g  a id  to  c r ip p le d  c h ild re n *  S ta t e s  m is t  m atch

a g ra n t o f  #20,000 p lu s  a  Share o f  an a d d i t io n a l  #1 ,630 ,000
234g ra n te d  to  th e  s t a t e s  on th e  b a s i s  o f  need****^ S ta te s  a re  to  

g ra n te d  #10,000 each  and  an  a d d i t io n a l  g r a n t  o f  a  y e a r ly  t o t a l

231# S o c ia l  S e c u r i ty  A ct. T i t l e  IV , P* @-U*
232# S o c ia l  S e c u r i ty  B oard , p r e s s  r e l e a s e  f o r  inarch 31, 1936, 

p# 1*
233. Social. S e c u r i ty  A c t. T i t l e  V, p .  11-13*
234. I b i d . ,  p# 13-13#
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o f $990*000 to  bo d iT id e d  amohg th e  s t a t e s  upon th e  b a s i s  o f  

r u r a l  p o p u la t io n  f o r  th e  p u rp o se  o f  c h ild * w e lfa re  s e r v io e s  in  

g e n e ra l  i n  r u r a l  a r e a s # No s p é c i f i é  p ro v is io n  f o r  s t a t e  p a r ­

t i c i p a t i o n  a s  to  c o s t  o f  t h i s  s e r v ic e  I s  made in  th e  act*^®® 

T hese, b r i e f l y ,  a r e  th e  p r o v is io n s  o f  t h e  a c t  r e l a t i n g  to  

c h i ld  s e c u r i t y  a s  su c h . I t  m ust be re c o g n iz e d , how ever, t h a t  

any o f  th e  v a r io u s  f e a t u r e s  o f  th e  a e t  w hich e s t a b l i s h  some 

degree o f  s e c u r i t y  a r e  c h i ld  s e c u r i t y  p ro v is io n s  in  t h a t  

th e y  a s s u re  th e  c h i ld r e n  o f  th e  c o u n try  "a  ch ild h o o d  r a th e r  

th a n  th e  p rem a tu re  s t r a i n s  o f  th e  would»be c h i ld  b readw inner."^^®  

G r a n ts - ln - a id  a r e  made to  s t a t e s  hav ing  approved p la n s  

f o r  a id  to  th e  b l i n d .  The J*edera l governm ent g r a n ts  an amount 

equal to  o n e -h a l f  th e  t o t a l  sum expended by each  s t a t e ,  ex ­

cep t t h a t  th e  F e d e ra l  p a r t i c i p a t i o n  i s  l im i te d  t o  $15 f o r  

each in d iv id u a l  r e c e iv in g  a i d .  No F e d e ra l g r a n t  w i l l  be made 

fo r  in m a te s  o f  any s t a t e  i n s t i t u t i o n .  An a d d i t io n a l  g ra n t o f  

f iv e  p e r  c e n t o f  th e  amount sp e n t f o r  a id  to  th e  b l in d  w i l l

be g ra n te d  t o  th e  s t a t e s  f o r  th e  a d m in is t r a t io n  o f  t h e i r  
S37laws# E ig h te e n  s t a t e s  had  approved  p la n s  i n  o p e ra t io n  by 

March 31, 1936#^®®

235# S o c ia l S e c u r i ty  A c t. T i t l e  V, p .  1 5 -1 5 .
236. R eoort o f Committee on Economic S e c u r i ty ,  p .  35 .
237. S o c ia l  S e c u r i ty  A et. T i t l e  X, p .  2 8 -3 0 .
238 . S o c ia l  S e c u r i ty  B oard , p r e s s  r e l e a s e  f o r  March 31, 1936.

p .  1#
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G ra n ts  f o r  p u b l ie  h e a l th  work to  th e  t o t a l  o f  $8»000,000 

a n n u a l ly  a r e  to  be made t o  th e  s t a t e s  on th e  b a s is  o f  popula*  

tio n *  s p e c ia l  h e a l th  p ro b lem s, and f i n a n c i a l  needs* T h is  r e p ­

r e s e n t s  a  c o n s id e ra b le  e x te n s io n  o f  th e  p re s e n t  F e d e ra l p ro ­

gram* The e n t i r e  amount g ra n te d  I s  to  be u sed  f o r  th e  p re ­

v e n tio n  o f  p re v e n ta b le  s ic k n e s s *  Ho s p e c i f i c  p ro v is io n  f o r  

f i n a n c i a l  p a r t i c i p a t i o n  on th e  p a r t  o f  th e  s t a t e s  i s  made In  

th e  a c t  *^^^

E x is t in g  program s f o r  v o c a t io n a l  r e h a b i l i t a t i o n  o f  th e

p h y s ic a l ly  d is a b le d  arC  to  be ex ten d ed  th ro u g h  g r a n t s - ln - a ld

to  be d i s t r i b u t e d  to  s t a t e s  t o  th e  amount o f  $1 ,938 ,000  In

a d d i t io n  to  th e  am ounts a v a i la b le  u n d er p ro v is io n s  o f  th e

e x i s t in g  law*®^^

I n  th e  f i e l d  o f  o ld -a g e  s e c u r i t y ,  th e  S o c ia l S e c u r i ty

Act s e t s  up two com plem entary system s* The pu rpose  o f  one

I s  to  a id  s t a t e s  In  g iv in g  im m ediate a s s i s ta n c e  to  aged

in d iv id u a ls  on a  b a s i s  o f  need* The second p ro v id e s  f o r

fu tu re  annu l deb to  p e rso n s  o v er th e  age o f  65, based  upon
241t h e i r  c o n t r ib u t io n s  from  wages*

The o ld -a g e  a s s i s t a n c e  f e a t u r e  o f  th e  a c t  p ro v id e s  f o r  

g r a n t s - in - a id  to  s t a t e s  h av in g  ap p ro v ed  p lan s*  To se c u re  

a p p ro v a l, a  s t a t e  p la n  m u st;

239* S o c ia l  S e c u r i ty  A c t, T i t l e  V, p* 16*
240 , I b id * ,  T i t l e  V, p* 1 6 .
241* S o c ia l S e c u r i ty  B oard , A B r ie f  E z p la n a tio n  o f  th e  S o c ia l

S e c u r i ty  A c t. (Wash#, 1 9 3 6 ), p .  3*
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"1* P ro v id e  t h a t  i t  s h a l l  ba In  a f f e c t  in  a l l  
p o l i t i c a l  s u b d iv is io n s  o f  th e  S ta t e ,  and . I f  admin­
i s t e r e d  by them , be m andatory upon them#

**2* P ro v id e  f o r  f i n a n c i a l  p a r t i c i p a t i o n  by th e  
S t a t e #

”3# E i th e r  p ro v id e  f o r  th e  e s ta b lish m e n t o r  
d e s ig n a t io n  o f  a  s in g le  S ta t e  agency  to  a d m in is te r  
th e  p la n ,  o r  p ro v id e  f o r  th e  e s ta b lis h m e n t o r  d e s ig ­
n a t io n  o f  a  s in g le  S ta t e  agency to  su p e rv l se  th e  
a d m in is t r a t io n  o f  th e  p la n .

”4# P ro v id e  f o r  g ra n tin g  to  any in d iv id u a l ,  
whose c la im  f o r  o ld -a g e  a s s i s t a n c e  i s  d en ied , an  
o p p o r tu n i ty  f o r  a  f a i r  h e a r in g  b e fo re  suoh S ta te  
CLgon cy *

5 . P ro v id e  such m ethods o f a d m in is tr a t io n  « • • 
a s  a re  found by th e  Board to  be n e c e s sa ry  f o r  th e  
e f f i c i e n t  o p e r a t io n  o f  th e  p lan*

"6* P ro v id e  t h a t  th e  S ta te  agency w i l l  make 
such r e p o r t s  • * « a s  th e  Board may from  tim e to  
tim e  r e q u i r e .

**7. P ro v id e  th a t  i f  th e  S ta t e  o r  any o f  i t s  
p o l i t i c a l  s u b d iv is io n s  c o l l e c t s  from  th e  e s t a t e  o f  
any r e c i p i e n t  o f  o ld -a g e  a s s i s t a n c e  any amount id th  
r e s p e c t  to  o ld -a g e  a s s i s t a n c e  fu rn is h e d  him under 
th e  p la n ,  o n e - h a l f  o f  th e  n e t  amount so c o l le c te d  
s h a l l  be p ro m p tly  p a id  to  th e  U n ited  S ta te s  • * •**

F u r th e r ,  a  s t a t e  p la n  m ust n o t impose*

"1# An age re q u ire m e n t o f  more th a n  s i x ty - f i v e  
y e a r s ,  e x c e p t t h a t  th e  p la n  may im pose, e f f e c t i v e  
u n t i l  Jan u ary  1 , 1940 an  age req u irem en t o f  a s  much 
a s  sev en ty  y e a rs#

"2* Any r e s id e n c e  re q u ire m e n t w hich ex c lu d es  
any r e s id e n t  o f  t e S ta te  who has r e s id e d  th e r e in  
f i v e  y e a rs  d u rin g  th e  n in e  y e a rs  im m ed ia te ly  p r e ­
c ed in g  th e  a p p l i c a t io n  f o r  o ld -a g e  a s s i s ta n c e  and 
h as  r e s id e d  th e r e in  c o n tih u o u s ly  f o r  one y e a r imme­
d i a t e l y  p re c e d in g  th e  a p p l i c a t i o n .

"3* Any c i t i z e n s h i p  re q u ire m e n t w hich ex c lu d es  
any c i t i z e n  o f  th e  U n ite d  S ta t e s * **

The g r a n ts  to  s t a t e s  w ith  approved  p la n s  a re  to  be o n e -h a lf

o f  th e  amount expended i n  th e  S ta t e  f o r  o ld -a g e  a s s i s ta n c e

(e x c lu s iv e  o f  I n s t i t u t i o n a l  a id )  e x c e p t t h a t  th e  F e d e ra l

c o n t r ib u t io n  i s  l im i t e d  to  $15 p e r  month f o r  each r e c ip i e n t
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o f & ld. An fiiddl"tl onetl f iv o  p e r  c e n t o f  th e  g r a n t  to  each  

s t a t e  i s  p a id  th e  S ta t e s  f o r  a d m in is t r a t iv e  expenses*^^^

By A p r i l  21, 1936 tw e n ty -iiln e  s t a t e s  and th e  D i s t r i c t  o f  

Columbia had apitroved old*»age a s s l s ta n c e  p la n s  in  o p e ra t io n  

and sev en  o th e r  s t a t e s  had su b m itte d  p la n s  f o r  approval*®^® 

Under th e  o ld * ag a  b e n e f i t s  o r  a n n u ity  f e a tu r e  o f  th e  

a c t ,  r e g u la r  b e n e f i t s  a r e  to  be p a id  to  q u a l i f i e d  In d iv id u a ls  

a s  a  m a t te r  o f  r i g h t  o u t o f  an  *01 d-Age R eserve Account* 

c re a te d  in  th e  F e d e ra l T re a s u ry . To q u a l i f y  f o r  b m ie f l ts  

u n d er t h i s  s e c t io n  o f  th e  a c t ,  th e  in d iv id u a l  m ust be a t  

l e a s t  65 y e a rs  o f  a g e , and have r e c e iv e d  eag es  o f  a t  l e a s t  

$2000 a f t e r  Septem ber 31 , 1936 and b e fo re  a t t a in i n g  th e  age 

of 65* He m ust a l s o  have been  em ployed In  some f iv e  d i f f e r ­

e n t c a le n d a r  y e a r s  a f t e r  December 31 , 1936 and b e fo re  re a c h ­

in g  th e  age o f  65* C la s s e s  o f  s e rv io e s  ex c lu d ed  from th e  

p ro v is icu is  o f  t h i s  p a r t  o f  th e  a c t  In c lu d e  ; a g r i c u l t u r a l  

la b o r ,  dom estic  s e r v ic e ,  c a s u a l  la b o r ,  s e rv ic e  on a  v e s s e l  

documented u n d er th e  law s o f  th e  U n ite d  S ta te s  o r  any  f o r ­

e ig n  o o u n try , s e r v ic e  f o r  F e d e ra l o r  S ta te  governm ents o r  

some p o l i t i c a l  s u b d iv is io n  o r  in s t r u m e n ta l i ty  o f e i t h e r ,  s e r ­

v ic e  f o r  n o n - p r o f i t  l i t e r a r y ,  r e l i g i o u s ,  s c i e n t i f i c ,  c h a r i t a ­

b le ,  o r  e d u c a t io n a l  o r g a n iz a t io n s .  I n d iv id u a ls  who q u a l i f y

242. S o c ia l  S e c u r i ty  A c t. T i t l e  I ,  p .  1 -3 .
243* S o c ia l  S e c u r i ty  B oard , p r e s s  r e l e a s e  fo r  A p r i l  21, 1936, 

p * 2—3#
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under t h i s  a c t  a r e  e n t i t l e d  to  b e n e f i t s  from  th e  tim e th e y  

re a c h  65 , o r  from  Jan u ary  1 ,  1943 w hichever I s  l a t e r  -  bene­

f i t s  t o  c o n tin u e  f o r  th e  rem a in d e r o f  t h e i r  l i v e s  * B e n e f i ts  

w i l l  be p a id  a t  th e  r a t e  o f  o n e -h a lf  o f  one p er cen t on th e  

f i r s t  $3000 o f wages e a rn e d  a f t e r  December 31, 1936 (end 

p r io r  to  re a c h in g  age o f  6 5 ) , o n e - tw e lf th  o f  one p e rc e n t  o f  

th e  n e x t $43 ,000  o f  wages e a rn e d , and on e - tw e n ty -fo u r th  o f  

a l l  wages o v e r  $4 5 ,0 0 0 , e x c e p t t h a t  th e  minimum m onthly bene­

f i t  w i l l  be $10 and  th e  maximum $85*00, Jh ip loyees, whose 

t o t a l  w ages o r  le n g th  o f  employment b e fo re  re a c h in g  th e  age 

of 65 e r e  n o t s u f f i c i e n t  to  q u a l i f y  them f o r  b e n e f i t s ,  w i l l  

be e n t i t l e d  to  a  lump-sum payment o f  3 and o n e -h a lf  p e r  e m t  
o f  wages upon re a c h in g  r e t i r e m e n t  a g e . Any in d iv id u a l  o v er 

th e  age  o f  65 idio r e c e iv e s  wages i n  any month w i l l  have h i s  

b e n e f i t s  red u ced  one month f o r  each month In  vdilch such wages 

a re  re c e iv e d *  I f  any  in d iv id u a l  d ie s  b e fo re  re a c h in g  th e  age 

o f  65 , th r e e  and o n e -h a lf  p e r  c e n t o f  th e  wages c o n s id e re d  

f o r  th e  p u rp o se  o f  th e  a c t  w i l l  be p a id  to  h i s  e s t a t e  

Thus u n d er th e  p ro v is io n s  o f  t h i s  p a r t  o f  th e  a c t ,  anyone 

whose t o t a l  wages b e fo re  r e t i r e m e n t  age amounted to  $3 ,000  

would r e c e iv e  m onth ly  b e n e f i t s  o f $ 1 5 1 one whose t o t a l  wages 

amounted to  $25 ,000 would r e c e iv e  $33*33 m on th ly ; a  man who 

re c e iv e d  a  m onthly  s a l a r y  o f  $76 f o r  a  p e r io d  o f  t e n  y e a rs

244* S o c ia l  S e c u r i ty  A c t, T i t l e  I I ,  p# 3 -7 .
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b e fo re  r e t i r e m e n t  w ouia re c e lT o  m onth ly  b e n e f i t s  o f

The unemployment oom pensatlon  f e a tu r e s  o f  th e  a c t  g iv e  

th e  S t a t e s  a  g r e a t  d e a l o f  l a t i t u d e  In  th e  ty p e  o f  law s en*» 

ac ted #  The f in a n c ia l  c o n t r ib u t io n  o f  th e  F e d e ra l  governm ent 

l e  l im i t e d  to  th e  payment o f  th e  a d m in le t r a t lv e  ex p en ses  o f  

th e  s t a t e  sy stem s#  Tbs same c l a s s e s  o f  s e rv ic e  a r e  exem pt 

from th e  p r o v is io n s  o f t h i s  p a r t  o f th e  a c t  a s  from  th e  pro-» 

v is io n s  r e l a t i n g  to  th e  o ld -a g e  b e n e f i t s  o r  a n n u i t i e s .  I n  

o th e r  ty p e s  o f  s e r v ic e  a  p a y r o l l  t a x  o f  one p e r  c e n t I n  1936, 

tvK) p e r  c e n t In  1937, and th r e e  p e r  c e n t i n  1938 and th e r e ­

a f t e r ,  i s  l e v ie d  on a l l  em ployers vho have e ig h t  o r  more em­

p lo y ees  f o r  a  p e r io d  o f  tw en ty  weeks o r more d u rin g  th e  year#  

However, each  em ployer may c r e d i t  up to  n in e ty  p e r  c e n t o f  th e  

amount p a id  i n t o  any approved  S ta t e  unemployment ccm psnsation
p A f t

p la n  a g a in s t  t h i s  F e d e ra l  tax #  On March 31, 1936, e ig h t

S ta te s  and th e  D i s t r i c t  o f  Colum bia had  e n a c te d  apxiroved un­

employment com pensa tion  law a#^^^

A S o c ia l S e c u r i ty  B oard o f  th r e e  members s e rv ig  f o r  te rm s 

of s ix  y e a rs  i s  c r e a te d  to  a d m in is te r  th e  p ro v is io n s  o f  t h i s  

a c t ,  e x c e p t t h a t  th e  M ate rn a l and C h ild  H e a lth , th e  C rip p led  

C h ild re n , and C h ild  W elfa re  p ro v is io n s  a re  to  be a d m in is te re d  

by th e  C h ild re n ^ a  B ureau , and th e  P u b lic  H ea lth  p ro v is io n s  by

245. S o c ia l  S e c u r i ty  B oard , E x n la n a tlo n . o p . c i t . ,  p#Ô-Ô*
246. S o c ia l  S e c u r i ty  A ct. T i t l e  I I I ,  p# 7 -8  and T i t l e  IX , 

p# 22-23#
247* Soc# Sec# B oard , S x n la n a tlo n . o n # c l t #. p# 3#
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th e  P u b lie  H e a lth  S e rv ie e , and th e  V o ca tio n a l R e h a b i l i t a t io n  

p r o v is io n s  by th e  O ff ic e  o f E duca tion*  The Board l a  author** 

i s e d  to  a p p o in t such  su b o rd in a te  o f f i c e r s  a s  n e c e s sa ry  i n  I t s  

work# b u t  ap p o in tm en ts  w ith  a  few  e x c e p tio n s  m ust be in  ac c o rd s  

anoe w ith  th e  p r o v is io n s  o f  th e  e l v l l - s e r v i c e  laws*®^®

I n  a d d i t io n  to  b e in g  a  lendm ark in  th e  s e a rc h  f o r  s o c ia l  

s e c u r ity *  th e  a o o la l  S e c u r i ty  Act h a s  been c a l le d  "one o f  

th e  g r e a t e s t  t a x  b i l l s "  i n  th e  h i s to r y  o f  th e  U n ited  S ta te s *  

A ccord ing  to  e s tim a te s*  th e  v a r io u s  ta x e s  im posed by i t  a r e  

ex p ec ted  to  b r in g  in  a b o u t th r e e  b i l l i o n  d o l l a r s  a  y e a r  a f t e r  

1948#®^^ T hree  d i s t i n c t  t a x e s  a r e  Imposed under i t s  provi-* 

s io n s*  The p a y r o l l  t a x  im posed by  T i t l e  IX to  f in a n c e  un­

employment com pensa tion  h as  a l r e a d y  been  d iscu ssed *  I n  a d d i­

tion*  T i t l e  V III im poses two ta x e s  to  f in a n c e  th e  o p e ra t io n  

o f th e  o ld -a g e  a n n u i ty  program  s e t  up un d er T i t l e  IX* One 

i s  an  income t a x  on em ployees* th e  o th e r  an e x c ise  ta x  on 

em ployers* A ll em p loyers  o f  e ig h t  o r  more (o th e r  th a n  in  

th e  exem pted c l a s s e s  o f  s e r v ic e )  a r e  to  deduct th e  t a x  of 

t h e i r  em ployees from  th e  wages when p a id  and tu rn  th e  amount 

over to  th e  U n ite d  S ta te s *  A t th e  same time* a l l  such employ­

e r s  a r e  r e q u i r e d  t o  p ay  a  p e rc e n ta g e  t a x  upon t h e i r  t o t a l  pay 

ro l l s *  e x c e p t t h a t  th e  wages o f  em ployees e a rn in g  more th a n  

#5000 a n n u a lly  a r e  exem pt from  b o th  ty p e s  o f  ta x *  I n  bo th  

cases*  th e  t a x  p a id  b e g in s  a t  one p e r  c e n t in  1937 and i s

248* S o c ia l S e c u r i ty  A c t. T i t l e  V II, p* 18-19* 
249* Time. J u ly  1* 1935, p .  1 1 .
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in c re a s e d  by o n e -h a lf  p e r  c e n t  e v e ry  f o u r th  y e a r  u n t i l  r e a c h ­

in g  a  t o t a l  o f th r e e  p e r  c e n t  in  1949*®®® The r e s e r v e  fund  

c r e a te d  by t h i s  t a x  and a l s o  th e  r e s e rv e  f o r  th e  unemployment 

com pensation  p la n  m ust be in v e s te d  (beyond a c tu a l  n eed s f o r  

th e  paym ent o f  b e n e f i t s  due) by  th e  S e c re ta ry  o f  th e  T re a su ry  

In  U n ite d  S t a t e s  bonds, o r  i n  o b l ig a t io n s  g u a ra n te e d  b o th  a s  

to  p r i n c i p a l  and i n t e r e s t  by th e  U n ite d  S t a t e s .  I f  n e c e s s a ry , 

bonds may be is s u e d  to  p ro v id e  an In v es tm en t f o r  th e s e  fu n d s .

To sum m arize, th e  a c t  In c lu d e s  seven  o r  e l ^ t  ty p e s  o f  

s o c ia l  In s u ra n c e  program s cmd I s  b a sed  upon a l l  th r e e  p o s s i ­

b le  p h i lo s o p h ie s :  (1 ) F e d e ra l g r a n t s - ln - a id  to  S ta te s  a s

e x e m p lif ie d  by th e  o ld -a g e  a s s i s ta n c e ,  c h i ld  s e c u r i ty ,  h e a l th ,  

and a id  t o  th e  b l in d  p r o v is io n s ;  {2} A F e d e r a l -S ta te  t a x -  

o f f s e t  schem e, w hich I s  th e  b a s is  o f  th e  unemployment compen­

s a t io n  f e a tu r e  I and (3 ) A co m p le te ly  n a t io n a l  p la n , w hich l a  

th e  b a s i s  o f  th e  o ld -a g e  b e n e f i t  p ro v is io n .  The f i r s t  group 

may be d iv id e d  in to  F e d e ra l  s u b s id ie s  to  s t a t e s  vdiidi ad o p t 

g r a tu i to u s  p e n s io n s , and o u t-a n d -o u t s u b s id ie s  f o r  S ta te  

w e lfa re  p ro g ram s. F u r th e r ,  i t  I s  p a te n t ly  th e  in te n t io n  o f  

th e  a c t  t h a t  th e  F e d e ra l  com pulsory in su ra n c e  system  f o r  o ld -  

age r e t i r e m e n t  s h a l l  g r a d u a l ly  r e p la c e  th e  o ld -a g e  a s s is ta n c e  

oÿ g r a n t s - ln - a id  sy s te m . The c h i ld - a id ,  m a te rn i ty , vocatl< m al 

g u id an ce , p u b l ic  h e a l th ,  and r e l a t e d  p r o v is io n s  a r e  more o r

250. S o c ia l S e c u r i ty  A ct. T i t l e  V II I ,  p* 1 9 -2 2 .
251 . I b i d . ,  T i t l e  I I ,  p .  4 ; T i t l e  IX , p . 2 4 .
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l e s s  s u b s t i t u t e s  f o r  a  system  o f  h e a l th  Inaurance»  and w h ile  

th e y  r e p r e s e n t  a  d e f i n i t e  s t€ ^  fo rw ard  th e y  a re  more i n  th e  

n a tu re  o f  r e l i e f  r a t h e r  th a n  s o c ia l  In su ra n e e  a s  suoh*^^^

The e n tlre p ro g ra m  i s  c o lo re d  by th e  P r e s i d e n t 's  b e l i e f  t h a t  

a s o c i a l  in s u ra n c e  program  shou ld  be s e lf - s u s ta in in g ^ ® ^  -  

th u s  th e  la c k  o f  c o n t r ib u t io n s  by th e  F e d e ra l Government to  

ttie  unemployment and o ld -a g e  b e n e f i t  fu n d s . The unemploy­

ment com pensa tion  f e a t u r e s  o f  th e  law  I n v i t e  la c k  o f  u n i­

fo rm ity  among s t a t e  sy stem s by en co u rag in g  th e  id e a  o f m e r i t -  

r a t in g  among em ployers and  r e s e rv e  a c c o u n ts  o f  v a r io u s  k in d s  

w ith  th e  aooom panying o p p o r tu n i t i e s  f o r  low ered  r a t e s ,  b u t 

w ith  a c c o rd in g ly  g r e a t e r  r i s k s  o f d e c re a se d  b e n e f i t s  to  

w orkers th a n  in  th e  c a se  o f  p o o lsd -fu n d  a c c o u n t s F i n a l l y ,  

en th u siasm  f o r  th e  p a ssa g e  o f  such  a b i l l  was in  In v e rs e  p ro ­

p o r t io n  to  knowledge o f  i t s  Im p lic a tio n s*  I n  th e  fa ç e  o f  th e  

g e n e ra l ig n o ran c e  o f  o u r  p eo p le  and o u r C ongress on th e  sub ­

j e c t  o f  s o c ia l  In s u ra n c e , In  th e  face o f  th e  la c k  o f ad eq u a te  

knowledge o f  suCh fu n d a m e n ta ls  a s  our own unemployment s t a ­

t i s t i c s ,  w ith o u t an e d u c a t io n a l  program  among o u r p e o p le , i n  

d is r e g a rd  o f mu<di o f  ifiuropean e x p e r ie n c e , we sim ply  knocked 

a scheme to g e th e r  and r a n  i t  th ro u g h  th e  m i l l ,  hoping w ith  

a l l  th e  n a iv e te  o f  a  T ow nsend lte  o r  a  S o c ia l C re d ito r , t h a t

252, E p s te in , Ovcc I n s e c u r i t y  A ct, p .  6 1 -6 2 ,
253 , T^me. Nov, 26 , 1934, p ,  1 6 .
254 , S e c u r i ty  A c t. T i t l e  IX , p ,  2 7 -2 0 ,
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th l»  ^ u l d  u s h e r  l u  an  économie and a  s o c ia l  U topia*  I t  w i l l  

he sm a ll wonder i f  we s u f f e r  seme g r i e f  one d isap p o in tm en t s

I n  th e  fo re^D ln g  d is c u s s io n ,  o n ly  th e  S o c ia l S e c u r i ty  JTot«
has bean c o n s id e re d  in  th e  d is c u s s io n  o f th e  s e c u r i ty  p ro»  

gram o f  th e  New Deal* The re a so n  f o r  t h i s  was th e  f a c t  t h a t  

th e  o th e r  m easu res  nAiich co u ld  be c o n s id e re d  a s  s e c u r i ty  

m easures w ere e i t h e r  s top*gap  m easu res In te n d e d  a s  tem porary  

r e l i e f ,  o r  th e y  have been  in v a l id a te d  th ro u g h  j u d i c i a l  d e c i­

s io n s .  As i t  s ta n d s  now, th e  S o c ia l  S e c u r i ty  A ct would seem 

to  be th e  o n ly  Kew D eal m easure y e t  In  fo rc e  w hich aim s a t  

a  com prehensive program  o f  s o c ia l  s e c u r i ty  f o r  th e  fu tu re *  

C r i t ic is m s  o f  th e  Lew D eal Progoraia

The m ost b i t t e r  c r i t i c i s m s  o f th e  S o c ia l S e c u r i ty  A ct 

do n o t come, s t r a n g e ly  e n o u ^ ,  from  r a b id  c o n s e rv a tiv e s , a n t i -  

New D e a le rs ,  o r  th e  "T e s te d  I n te r e s t s " #  In s te a d ,  th ey  come 

from th o s e  who have worked lo n g  and a r d e n t ly  to  make s o c ia l  

in s u ra n c e  th e  p o l ic y  o f  o u r  governm ent. The g i s t  o f  th e s e  

c r i t i c i s m s  i s  e x p re s se d  in  th e  f e a r  t h a t ,  s in c e  t h i s  i s  an 

unwise law , sa y  th e  c r i t i c s ,  and s in c e  i t  was co n ceiv ed  and 

p assed  in  p ro found  Ig n o ra n c e  o f  th e  r e a l  fundam en ta ls  o f  

s o c ia l  in s u ra n c e ,  and s in c e  i t  c o n ta in s  so much t h a t  i s  u n o r th ­

odox, i t  i s  s u re ly  doomed to  f a i l u r e #  They f e a r  t h a t  th e  f a i l ­

u re  o f  t h i s  a tte m p t to  e s t a b l i s h  s e c u r i t y  w i l l  b r in g  so  much

255* S p s te in ,  I n s e c u r i t y .  A C h a llen g e  to  A m erica. P* 669-677*

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



154 <

d isap p o ln tîssa t; and  d is g u s t  in  I t s  wake* th a t  th e  whole s o o la l  

In su ra n o a  %Bovement w i l l  he <x>nsldered a f a i l u r e  a s  a r e s u l t#  

and t h a t  th e  hard-% on g a in s  o f  y e a rs  w i l l  he lo s t*  I t  i s  t h i s  

f e a r  t h a t  th e  s o c i a l  s e c u r i ty  movement w i l l  s u f f e r  a  sev e re  

set^haclc  t h a t  p rom pts m ost o f  th e  c r i t i c i s m  th a t  has been ex ­

p ressed *  ÎÏO a tte m p t v U l  he made h e re  to  g iv e  an e x h a u s tiv e  

acco u n t o f  th e  c r i t i c i s m s  exp ressed*  h u t th e  p a rag rap h s  t h a t  

fo llo w  w i l l  a t te m p t to  l i s t  some o f  th e  more s e r io u s  — and a t  

l e a s t  th e  t y p i c a l  ch a rg e s  a g a in s t  th e  p re s e n t program*

One o f  th e  e a r l i e s t  c r i t i c i s m s  ex p ressed  was o f  th e  

P r e s id e n t 's  c h o ice  o f  p e rs o n n e l f o r  th e  Cojirxlttee on Economic 

S ec u rity *  No r e f l e c t i o n  upon th e  a b i l i t y  o f  th e  Committee i s  

suggested* b u t th e  P r e s id e n t  h a s  been c r i t i c i z e d  s e v e re ly  

because he d id  n o t  s e l e c t  a  l a y  com m ittee o f  e x p e r ts  i n  th e  

f i e l d  to  make t h i s  s tu d y  and su g g e s t a program* I n s te a d ,  he 

s e le c te d  th e  b u s i e s t  members o f  h is  adm lnl s t r a t i  on : M iss

P ran ces  P e rk in s , S e c re ta ry  o f L ab o r | Mr. Henry M orgenthau, J r . ;  

S e c re ta ry  o f  th e  T re a s u ry ;  Mr* Homer Cummings, A tto rn e y  Gener­

a l ;  Mr. Henry A* W allace , S e c re ta ry  o f A g r ic u l tu r e ;  cndMp*

H arry L* H opkins, F e d e ra l  Emergency R e l ie f  A d m in is tra to r*  

F u r th e r ,  on th e  r e s e a rc h  s t a f f  em ployed by th e  C ab in e t C om nittee 

m ost o f  th e  o u ts ta n d in g  A m erican A u th o r i t ie s  on s o c ia l  I n s u r -  

anoe were c o n sp icu o u s  by t h e i r  absence*

256. E p s te in ,  I n s e c u r i t y . A C h allen g e  o£. A m erica, p .  672*
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A nother c r i t i c i s m  r e s t s  upon th e  p ro b ab le  c o n s t i t u t i o n a l  

o f  th e  a c t#  Of a l l  m ethods o f p u t t in g  th e  p ro ­

gram In to  a c t io n ,  th e  su b s id y  system  seemed l e a s t  l i k e l y  to  

s u f f e r  from  j u d i c i a l  a c t io n ,  y e t  t h i s  method was ad o p ted  i n  

th e  w e lfa re  p a r t s  o f  th e  b i l l  o n ly . The t a x - o f f s e t  method 

used  f o r  unemployment in su ra n c e  I s  b e l ie v e d  to  p re s e n t  v e ry  

s e r io u s  c o n s t i t u t i o n a l  o b je c t io n s ,  a s  w e ll  a s  c o n f l i c t in g  

w ith  many s t a t e  c o n s t i t u t i o n s .  The n a t io n a l  p la n  adop ted  f o r  

o ld -a g e  b e n e f i t s  seemed even more d o u b tfu l from  a c o n s t i tu ­

t i o n a l  s ta n d p o in t ,  and many s t a t e s  found t h e i r  c o n s t i tu t io n s  

to  p r e s e n t  d i f f i c u l t i e s  in  th e  way o f  tu rn in g  th e  p ro ceed s  o f  

a  p a y r o l l  t a x  o v e r t o  th e  n a t io n a l  governm ent. These d o u b t­

f u l  p ro v is io n s  endanger th e  e n t i r e  s t r u c tu r e  in  s p i te  o f th e  

d e c la r a t io n  In  T i t l e  XC, S e c tio n  1103 t h a t  **lf any p ro v is io n  

of t h i s  A ct * • • i s  h e ld  I n v a l id ,  th e  rem ainder o f  th e  A ct 

s h a l l  n o t be a f f e c t e d  th e re b y ,"  An ad v erse  d e c is io n

on t h i s  law  by a  c o u r t  m igh t s e t  th e  e n t i r e  movement back  f o r  

a  lo n g  tim e,^® ^
The unemployment com pensa tion  p ro v is io n s  seem e n t i r e l y  

Inadequate#  S in ce  th e  e n t i r e  c o s t r e s t s  upon th e  em ployers 

th e  fu n d s  w i l l  s c a r c e ly  be l a r g e  enough to  p ro v id e  v e ry  

generous b e n e f i t s *  M ost s t a t e  law s req y iire  a  w a itin g  p e r io d  

o f fo u r  weeks, w ith  b e n e f i t s  l im i t e d  to  a  maximum of $15 a

E p s te in , I n s e c u r i t y ,  A C h allen g e  to  A m erica, p* 731-732,
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week; o v e r a  p e r io d  o f  te n  to  tw e lv e  weeks* A f u r th e r  weak­

n e s s  o f  th e  unemployment p ro v is io n s  I s  th e  e f f e c t  o f  th e  t a x -  

o f f s e t  m ethod . I t  was o r i g i n a l l y  f e l t  by t h e  C ab ine t 

C oscaittee  th a t  t h i s  system  would e l im in a te  th e  ad v an tag es  

em ployers In  s t a t e s  w ith o u t unemployment in su ra n c e  m igh t have 

o v er th o s e  l a  s t a t e s  Which en a c te d  such p la n s ,  s in c e  th e  

F e d e ra l t a x  WDuld have to  be p a id  w h eth er sp en t In  th e  s t a t e  

from  w h ich  I t  was c o l l e c t e d  o r  n o t*  Thus I t  was f e l t  t h a t  

em ployers would w ant unemployment in s u ra n c e  so th a t  t h e i r  

fu n d s  would be earm arked  In  W ashington f o r  th e  r e l i e f  o f  un­

employment in  t h e i r  own s ta te s *  However, th e  c r i t i c i s m  I s  

made t h a t  th e  e x a c t  o p p o s ite  I s  th e  r e s u l t  o f  th e  f a c t  t h a t  

th e  F e d e ra l  governm ent r e m i ts  o n ly  m in e ty  p e r  cen t o f  th e  

em ployer’ s  c o n t r ib u t io n  to  th e  s t a t e  I n s te a d  o f w aiv in g  th e  

e n t i r e  amount* T h a t I s  w henever a  s t a t e  l e v i e s  a  ta x  below  

or eq u a l to  th e  F e d e ra l  t a x ,  th e  em ployer m ust a t  a l l  tim e s  

pay 10 p e r  c e n t more o f  th e  F e d e ra l t a x .  Should any  S ta te  

le v y  a  t a x  I n  e x c e s s  o f  th r e e  p e r  c e n t ,  th e  problem  o f  S ta te  

c o m p e titio n  w i l l  loom l a r g e r  th a n  e v e r f o r  th e  em ployers o f  

t h a t  S t a t e , A  f u r t h e r  c r i t i c i s m  o f t h e  a c t  i s  aimed a t  th e  

m e r i t - r a t i n g  p ro v is io n s  w hich a llo w  s e p a ra te  r e s e rv e s  and 

low er r a t e s  f o r  em p loyers  w ith  a  good shewing in  th e  m a tte r

2 5 8 , E p s te in , S o c ia l  I n s e c u r i t y  A ct, p .  6 3 -6 4 ,
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o f keoplng; t h e i r  men em ployed o r  wftio a r e  a b le  to  g u e re n te a  a  

miaimum o f  em ploym ent• T h is  ru n s  c o u n te r  to  th e  fundam en ta l 

o f  s o c i a l  In su ra n c e  t h a t  th e  c o s ta  m ust he w id e ly  d i s t r i b u t e d  

and n o t a llo w ed  to  r e s t  upon th o s e  l e a s t  a b le  to  b e a r  them .

The f a i l u r e  o f  th e  governm ent to  c o n t r ib u te  s t i l l  f u r t h e r  

v i o l a t e s  t h i s  p r in c i p l e  s in c e  th e  w e l l - to - d o  a re  r e l i e v e d  o f  

p a r t i c i p a t i o n  th ro u g h  t a x a t io n .  The system  s e t  up I s  s in g ly  

a system  o f  com pulsory paym ents ”by th e  poor f o r  th e  Im pover­
i s h e d ,

The o ld -a g e  a n n u ity  p ro v is io n s  a re  open to  q u e s tio n  on 

many c o u n ts ,  th e  c r i t i c s  b e l ie v e .  F i r s t  o f  a l l ,  th e  young 

w orkers a r e  g o in g  to  be undu ly  burdened to  p ay  th e  a n n u i t ie s  

o f  th o se  who w i l l  n o t have tim e  to  accum ulate  a  s u f f i c i e n t  

r e s e r v e  th e m se lv e s  b e fo re  th e y  re a c h  th e  r e t i r e m e n t a g e , 

seco n d ly , th e  m a t te r  o f  th e  In v es tm en t o f  th e  fund c r e a te s  a 

s e r io u s  q u e s t io n .  The b a la n c e  In  r e s e rv e  w i l l  re a c h  a lm ost 

f o r ty - s e v e n  b i l l i o n  d o l l a r s  by 1980, I t  I s  e s t im a te d . T h is  

sum I s  e q u iv a le n t  to  fo u r  tim e s  th e  v a lu e  o f  a l l  th e  go ld  

r e s e r v e s  o f  th e  world?s centzëL banks and governm ents* I t  I s  

abou t h a l f  a g a in  a s  l a r g e  a s  th e  p r e s e n t  n a t io n a l  d e b t .  Yet 

t h i s  huge fu n d  may be In v e s te d  o n ly  In  governm ent bonds -  In  

o th e r  w ords, we m ust I n c r e c je  ou r d e b t by h a l f  In  o rd e r  to  

p ro v id e  an In v estm en t f o r  th e s e  fu n d s . F u rth e rm o re , such  a

2 5 9 , E p s te in ,  I n s e c u r i t y . A C h a llen g e  to  A m erica. p .  771-783.
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S tep  w i l l  mean w ith d raw a l o t  a l l  governm ent bonds and o th e r  

o b l ig a t io n s  from  th e  m a rk e t, w ith  th e  r e s u l t  t h a t  banks. In *  

s u r  anoe com panies, and in d u s t r i e s  no  lo n g e r  have th e s e  I n v e s t ­

m ents to  a c t  a s  "économ ie s a f e ty  v a lv e s"*  The e x a c t r e s u l t s  

would b e  h a rd  to  f o r e t e l l ,  b u t  i t  i s  n o t beyond th e  ran g e  o f  

p o s s i b i l i t i e s  t h a t  th e s e  r e le a s e d  fu n d s  would be In v e s te d  in  

c a p i t a l  g oods, e v e n tu a l ly  b r in g in g  ab o u t d eoper d ep re ss io n *

Â t h i r d  o b je c t io n  to  th e  scheme a s  i t  s ta n d s  i s  th e  f a c t  t h a t  

la r g e  r e s e r v e s  o f  t h i s  ty p e  a re  alw ays In  danger o f  b e in g  

used  by  p o l i t i c i a n s  f o r  o th e r  p u rp o se s . A p ay -a s-y o u -g o  

system , i t  i s  f e l t ,  would a v o id  t h i s  danger*^®® A nother ob­

je c t io n  i s  t h a t  th e  b u i ld in g  up of a  l a r g e  r e s e rv e  w i l l  

f r e e z e  a  g r e a t  d e a l  o f  p u rc h a s in g  power a t  a  tim e when i t  I s  

s o re ly  n e e d e d * A  f u r t h e r  weakness o f  th e  a n n u i t ie s  i s  th e  

f a c t  t h a t  th e y  t a x  b o th  in d u s t r y  and th e  em ployees in  a  b u r­

densome m anner, and y e t  i n  m ost o a se s  th e  b e n e f i t s  w i l l  be 

o n ly  s l i g h t l y  more ( som etim es even l e s s )  th a n  now r e c e iv e d  

u n d er th e  n o n -c o n tr ib u to ry  p e n s io n s  b e in g  p a id  i n  m ost s ta te s *  

The th in g  t h a t  makes m ost o f  th e  c r i t i c s  so  v e ry  b i t t e r  

ab o u t th e  whole s i t u a t i o n  i s  t h a t  i t  r e p r e s e n ts  so  v e ry  p la in ­

l y  a  l o s t  o p p o r tu n ity *  A t th e  tim e  o f  th e  p a ssag e  of th e

260# E p s te in ,  I n s e c u r i ty *  A C h allen g e  to  A m erica, p .  760-763# 
261* P a u l D ouglas, S o c ia l  S e c u r i ty  i n  th e  U n ited  S ta t e s ,  p* 

163 -  quo ted  i n  E p s te in ,  o p # c l t . . p# 764#
262# E p s te in , o p # c i t . .  p* 766*767#
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S o c ia l  S e c u r i ty  A c t, P r e s id e n t  R ooseT elt was a t  th e  z e n it i i  o t 
h i s  power and p o p u la r i ty .  Any k in d  o f  b i l l  t h a t  he fa v o re d  

c o u ld  have been p a s s e d . Thus i t  i s  t h a t  th e  w orkers i n  t h i s  

f i e l d  f e e l  th a t  i t  i s  a  t r a g e d y  t h a t  a  r e a l l y  ad eq u a te  b i l l  # 

o r  b e t t e r ,  a  number o f  b i l l s  •  cou ld  n o t have been p a sse d  a t  

t h a t  t im e .  Such an o p p o r tu n i ty  may n o t  come ag a in  w ith in  a  
g e n e r a t io n .

Must we f e e l ,  th e n , t h a t  t h e  New D eal has made no s o l id  

c o n t r ib u t io n  to  th e  cau se  o f  s o c ia l  s e c u r i ty ?  Even th e  b i t t e r ­

e s t  c r i t i c s  would h e s i t a t e  to  su g g e s t th a t#  I n  th e  words o f  

Mr. E p s te in ;

"The d e f i c i e n c i e s  o f  t h e  A ct canno t o b scu re  th e  
f a c t  t h a t  A m erica h a s  d e f i n i t e l y  com m itted i t s e l f  to  
th e  a l l e v i a t i o n  o f  th e  m ajor i l l s  o f o u r system  
th ro u g h  th e  c o n s t r u c t iv e  in s t r u m e n ta l i ty  o f  s o c ia l  
in s u ra n c e .  R e g a rd le s s  o f  th e  consequence o f  t h i s  
p a r t i c u l a r  A c t, th e  movement fo r  s o c ia l  s e c u r i t y  h as  
n o t o n ly  g a in e d  im m easurably  by t h i s  acknowledgment 
o f th e  need  f o r  s o c ia l  in su ra n c e  i n  th e  U n ited  S ta te s , 
b u t d e f i n i t e  p ro g re s s  h a s  been made in  hav in g  th e  
governm ent c l e a r l y  re c o g n iz e  i t s  o b l ig a t io n # ”263

R e g a rd le s s  o f  th e  d i s ta n c e  we have y e t  to  go to  r e a l l y  

com plete our s e a rc h  f o r  s o c ia l  s e c u r i t y ,  and r e g a r d le s s  o f  

w hether th e  New D e a l 's  c o n t r ib u t io n  h as  been  a l l  t h a t  i t  m ight 

have b een , i t  h a s  made a  c o n t r ib u t io n  t h a t  i s  bo th  g r e a t  and 

d e f i n i t e .  I n  1933 and fo l lo w in g , we found our governm ent ad­

m i t t in g  t h a t  th e  governm ent owed th e  c i t i z e n  som ething j u s t  a s  

d e f i n i t e l y  a s  th e  c i t i z e n  owed th e  governm ent so m eth in g . We

263# E p s te in ,  I n s e c u r i t y .  A Challenf^e to  A m erica, p .  670 .
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to o k  a  m ig h ty  s t e p  a lo n g  th e  ro a d  to  s e c u r i t y  when th e  Kew 

D eal b ro k e  a  p re c e d e n t and to o k  a  chance t h a t  I t  was p o s s ib le  

t o  f e e d  ou r hungry  w ith o u t d e m o ra liz in g  them -  o r .  I f  not»  

d e m o ra liz a tio n  was to  be p r e f e r r e d  to  s ta r v a t io n #  We need  

o n ly  th in k  back  a s  f a r  a s  1938 to  r e a l i z e  how f a r  we have 

come idien a  P r é s id a i t  announces a s  h is  f i r s t  o b je c t iv e  th e  

s e c u r i t y  o f th e  c i t i z e n s  o f  th e  country#  Ten y e a rs  ago s o c i a l  

In su ra n c e  was n o t q u i t e  a  r e s p e c ta b le  s u b je c t  to  evmi th in k  

a b o u t .  R e g a rd le s s  o f w h e th er t h i s  I n i t i a l  a c t  In  th e  U n ited  

S ta t e s  I s  good o r  bad , o f  w hether I t  i s  o f  a  tem porary  n a tu re  

o r  n o t ,  r e g a r d le s s ,  even, o f  I t s  c o n s t i t u t i o n a l i t y  •  I t  I s  

a  b eg in n in g  I n  th e  r l # i t  d i r e c t i o n .  The ic e  h a s  been broken 

a t  l a s t ,  and t h i s  may be th e  e n te r in g  wedge f o r  som ething 

com prehensive and perm anent#  N ot t h a t  we need  hope f o r  any­

th in g  p e r f e c t  n o r  f o r  s e c u r i t y  f o r  everyone f o r  a  lo n g  tim e  to  

come# The m ille n iu m  I s  n o t a t  hand# We may undergo a  g re a t  

d e a l  o f  s u f f e r in g  and d i s t r e s s  y e t  b e fo re  o u r s e a rc h  ends, 

b u t two th in g s  th e  New Deal h as  done# I t  h a s  re c o g n iz e d  th e  

r e s p o n s ib i l i t y  o f t h i s  governm ent f o r  th e  w e lfa re  o f I t s  

eco n o m ica lly  h e lp le s s  c i t i z e n s ,  and  I t  h as  g iv en  th e  p r e s t i g e  

o f governm ent a u t h o r i t y  to  an a tte m p t to  f i x  a  minimum o f  

com fort and  decency  In  l i v i n g  c o n d it io n s  below mdxlch no 

c i t i z e n  m ust be a llo w ed  t o  g o .
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CBATOSa V III  

CONCLUSION
Th# Panacea#

Z have eoaeeded  t h a t  each  o f  th e  n o a tru n a  oo n a ld ered  l a  

t h i s  a tu d y  ha# made aome c o n t r ib u t io n  to  th e  se a rc h  f o r  s o c ia l  

s e c u r i t y « In  e v e ry  c a s e ,  th e  r e a l l y  Im p o rta n t c o n t r ib u t io n  

ha# been  a lo n g  th e  l i n e  o f  p o in t in g  o u t th e  eaakneaae#  o f  th e  

p r e s e n t  sy stem , o r  fo c u s in g  p u b lic  o p in io n  upon some o f  th e  

most c ry in g  n eed s  o f  th e  m asses o f  o u r p e o p le . O c c a s io n a lly  

th e  c o n t r ib u t io n  has ta k e n  th e  a d d i t io n a l  form  o f  a w arn ing  

t h a t  fu n d am en ta l re fo rm  a lo n g  th e  l i n e  o f p ro v id in g  mass 

s e c u r i t y  can n o t be postponed  I n d e f i n i t e l y .  Can any o f  th e s e  

schemes be e x p e c te d  to  become th e  b a s is  o f  a r e a l  s o c ia l  s e ­

c u r i ty  program , how ever? L e t u s  now summarize each plxm con­

s id e re d  a g a ln ^ h a  l i g h t  o f  th a t  q u e s t io n .

In  th e  f i e l d  o f  th e  l e s s e r  n o stru m s, we m ust r e j e c t  

T echnocracy a s  th e  p o s s ib le  background o f  a perm anent s o c ia l  

s a c u r i t y  program . R e je c t io n  o f t h i s  scheme comes la r g e ly  

upcm th e  b a s i s  t h a t  th e  scheme I t s e l f  I s  In co m p le te . The 

T e c h n o c ra ts  sim p ly  p o in te d  o u t  a  number o f  th in g s  wrong 

w ith  o u r  sy stem , d e b a ted  them  a t  g r e a t  le n g th ,  su g g ested  

c e r t a i n  l i n e s  o f  im provem ent, and l e t  i t  go a t  th a t*  They 

su g g e s te d  no way o f  g e t t i n g  from  "h e re  t o  th e re "  b u t l e f t  

u s  suspended in  m id - a i r ,  so  t o  s p e a k , by t h e i r  a s s e r t i o n  

t h a t  th e  p r e s e n t  s t a t e  o f  a f f a i r s  was a l l  wrong, t h e i r  

p ro p o sed  sy stem  was th e  answ er t o  a l l  o u r econom ic I l l s ,
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b u t  th e y  o o u ld n * t be b o th e re d  ab o u t th e  way In. w hich th e  change 

o r  any p a r t  o f  I t  waa to  be acco m p lish ed .

L ik ew ise  we f in d  i t  n e c e s s a ry  to  r e j e c t  th e  S hare-O ur- 

W ealth  movement o f  th e  l a t e  Huey P . Long w ith o u t any g r e a t  

i n v e s t i g a t i o n  o f  th e  m e r i t  o f  i t s  p ro p o s a ls . T h is  a r b i t r a r y  

h a n d lin g  o f  th e  Long movement I s  j u s t i f i e d  by th e  p e r s o n a l i ty  

and r e c o rd  o f  th e  fo u n d e r , t^lnce h i s  s i n c e r i t y  I s  open to  

g rav e  d o u b ts , and s in c e  h i s  re c o rd  In  L o u is ia n a  would se rv e  

to  d is c o u ra g e  th e  b e l i e f  t h a t  he was In  any way concerned  

w ith  f u r n is h in g  r e a l  s o c ia l  s e c u r i t y ,  we would f in d  I t  e a sy  

to  r e j e c t  t h i s  scheme a s  a  s e c u r i t y  program  even had Huey 

l iv e d  an d  even bad th e  p la n  c o n ta in e d  th e  e lem en ts  o f econom­

ic  so u n d n e ss .

The b a s i s  o f  th e  r e j e c t i o n  o f  Upton S i n c l a i r 's  SPIC 

movenmnt a s  th e  u l t im a te  c u re  f o r  a l l  our s o c ia l  and eco - . 

nomlo I l l s  I s  s l i g h t l y  d i f f e r e n t .  T h is  p la n  must be r e je c te d  

b ecau se  I t  demands a r e v o lu t io n a r y  change In  a  system  domina­

te d  by se m l-c o n sC rv a tlv e  th o u g h t . SPIC demanded a new and 

u n t r ie d  ex p erim en t and h e ld  up a s  I t s  u l t im a te  g o a l th e  com­

p l e t e  e l im in a t io n  o f  p r iv a t e  e n t e r p r i s e  In  o u r i n d u s t r i a l  

l i f e - - a  system  o f  s t a t e  s o c ia l is m  In  o th e r  w ords. P e r s o n a l ly ,

I  f e e l  t h a t  th e r e  I s  much to  be s a id  f o r  th e  ty p e  o f  th in g  

t h a t  S i n c l a i r  was t r y in g  to  d o . A f te r  a l l ,  a n y th in g  l e s s  

th a n  th e  ow nersh ip  and o p e r a t io n  o f  o u r economic system  by 

and f o r  th e  g r e a t  mass o f  th e  p eo p le  i s  s im p ly  a  method o f
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OTer th e  w eakness o f  th e  p re s e n t sy stem . Complete 

s o e i a l  s e c u r i t y  c o u ld  p ro b ab ly  be ach iev ed  b e t t e r  th ro u g h  

th e  medium o f p u b lic  ow nersh ip  and i t s  accompanying o p e ra ­

t i o n  f o r  u se  and n o t f o r  p r o f i t  th a n  in  any o th e r  way. F u r th e r ,  

th e r e  i s  a  chance th a t  EPIC m igh t have o p e ra te d  s u c c e s s fu l ly  

i f  g iv e n  th e  o p p o r tu n i ty .  At l e a s t  o th e r  d e p re s s io n  born  

c o o p e ra t iv e s  th ro u g h o u t w e s te rn  U nited  S ta te s  have shown t h a t  

some d eg ree  o f  su c c e ss  in  such  an  e n te r p r i s e  i s  p o s s ib le .

W hile th e  system  m ight n o t have accom plished  a l l  t h a t  S in c l a i r  

hoped f o r  i t ,  i t  m igh t a t  l e a s t  have a l l e v i a t e d  some p h ases  o f  

th e  r e l i e f  problem  in  C a l i f o r n ia .  N e v e r th e le s s ,  in  s p i t e  o f 

a l l  t h a t  may be s a id  in  f a v o r  o f  th e  p la n , i t  was doomed by 

th e  f a c t  t h a t  i t  f r ig h te n e d  a  g r e a t  many p e o p le . To many i t  

was a  d i s t i n c t  t h r e a t ,  and a t  b e s t  i t  was som ething new and 

u n t r i e d ,  w hich was p ro b a b ly  even more damning in  a co n se rv a ­

t i v e  s o c ie ty .  At any r a t e ,  we must r e j e c t  a s  th e  b a s i s  o f  

ou r s o c ia l  s e c u r i t y  progriam a scheme which f r ig h te n s  a  g r e a t  

p a r t  o f  our s o c ie ty  a t  th e  o u t s e t  by p ro c la im in g  th e  d o c tr in e  

o f  r e v o lu t io n —how ever b lo o d le s s — and p ro fo u n d  s o c ia l  change, 

and w hich im m ed ia te ly  c a l l s  f o r  a  s t r u g g le  betw een th e " h a v e s ” 

and th e  " h a v e -n o ts ” .

W hile S o c ia l  C re d i t  d o es  n o t c a l l  f o r  any d r a s t i c  change 

in  our o r g a n iz a t io n ,  we m ust r e j e c t  i t  a l s o  a s  th e  fo u n d a tio n  

o f  o u r  s o c i a l  s e c u r i ty  p rogram . P la u s ib le  a s  i t  may sound in  

some o f  i t s  p h a se s , i t  s t i l l  g iv e s  us no method o f re a c h in g
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th *  m l l l o n i m  v h lo h  I t  proml#**# w ith o u t a  p r a o t lo a b la  way 

o t  e v a lu a t in g  th e  w o rth  o t  th e  * c u l t u r a l  heritage** to  each  

I n d iv id u a l ,  w ith o u t a  r e l i a b l e  mean a o f  d e te rm in in g  th e  In ­

d iv id u a l  *a a h a re  o f  th e  "unearned  Increm en t o f  a a a o c la t lo n " ,  

and w ith o u t aome me ana o f  d e te rm in in g  In  an a c c u ra te  way th e  

p ro p e r  n a t io n a l  d iv id e n d . S o c ia l C re d i t  muat rem ain  alm ply  a 

p io u s  h o p e , F u r th e r ,  b e fo re  we can a c c e p t S o c ia l  C re d i t  a s  

a  p o s s ib le  s o lu t io n .  I t  sh o u ld  be shown t h a t  th e  u se  o f  th e  

n a t io n a l  d iv id e n d  t o  g iv e  end th e  s a l e s  ta x  to  ta k e  away la  

n o t .  In  f a c t ,  a  method o f  ta k in g  money o u t o f  one pocket and 

"w ith  a  g r e a t  d e a l  o f  d i f f i c u l t y ,  v e x a tio n , ex p en se , and a 

oexrtaln  amount o f p a rad e"  p u t t in g  I t  I n to  a n o th e r . So f a r  

th e  le a d in g  a d v o c a te s  o f  S o c ia l  C re d it  have done l i t t l e  to  

answ er th e s e  o b je c t io n s  t o  t h e i r  p la n  a s  th e  b a s is  f o r  r e a l  

s o c ia l  s e c u r i t y .  They a r e  e q u a lly  n eb u lo u s a s  to  j u s t  how 

th e  sy stem  la  t o  be p u t In to o p e ra t io n  In  th e  f i r s t  p la c e  #

We s h a l l  p ro b a b ly  f in d  I t  f a r  e a s i e r  to  r e j e c t  th e  

Townsend p la n  in  a l l  I t s  p h a se s  In  th e s e  pages than  th e  

c o u n try  a s  a  whole w i l l  f i n d  I t  to  p u t I t  down p o l i t i c a l l y  

and have I t  s ta y  down. T h is  h a s  th e  l a r g e s t  fo llo w in g  o f 

a l l  th e  n o stru m s, i t  f o l lo w e rs  a re  by f a r  more h y s t e r i c a l  

th a n  th e  fo l lo w e rs  o f  any o th e r  p la n , and I t s  p h ilo so p h y  

I s  th e  most d an g e ro u s , b o th  to  t h e  cau se  o f  r e a l  s o c ia l  

s e c u r i t y  and t o  th e  p r i n c i p l e s  o f  sound governm ent. We 

a r e  a b le  to  p o in t  o u t a number o f  re a s o n s  why th e  Townsend 

f l a n  c o u ld  n o t be th e  so u rc e  o f  s o c ia l  s e c u r i t y ,  and any
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ona o t  th a s a  re a so n s  i s  s u f f i a i e n t  cau se  in  i t s e l f  f o r  th e  

r e j e c t i o n  o f  th e  movement a s  th e  answ er to  ou r s e a rc h  f o r  

s o c ia l  s e c u r i t y .  To summarize th e  o b je c t io n s  to  th e  P la n :

1 . The P la n  I s  by no means f r e e  o f  th e  s u s p ic io n  o f 
b e in g  a  p rom otion  scheme f o r  th e  en richm en t o f  th e  
fo u n d e rs  a t  th e  expense o f  de lu d ed  o ld s t e r s  to  whom 
i t  h o ld s  o u t th e  p rom ise  of perm anent s e c u r i ty .

2 .  The c o s t o f  th e  P la n  removes i t  from  th e  f i e l d  
o f  economic p o s s i b i l i t y .  I t  p ro p o ses  to  p la c e  from  
o n e - th i r d  to  o n e -h a lf  th e  n a t io n a l  income in  th e  
hands o f a  tw e l f th  o f th e  p e o p le . I t  f u r th e r  seek s  
to  r a i s e  by ta x a t io n  each  y e a r  a sum equal to  tw o- 
t h i r d s  th e  n a t io n a l  d e b t w hich we ex p ec t to  rep ay

. o n ly  w ith  g r e a t  d i f f i c u l t y  o v er a p e r io d  o f perhaps 
f i f t y  y e a r s .

3 .  The t r a n s a c t io n s  ta x  w hich i s  to  f in a n c e  th e  P lan  
w i l l  v io l a t e  th e  p r in c ip le  o f  ta x in g  acco rd in g  to  a b i l ­
i t y  to  pay . The ta x  w i l l  be p a id  upon n e c e s s i t i e s  a s  
w e ll  a s  upon lu x u r i e s ,  and w i l l  th u s  b e a r  more h e a v i ly  
upon th e  poor th a n  upon any one e l s e .  F u r th e r  t h i s  ta x  
w i l l  be pyram ided a t  th e  o u t s e t  s in c e  th e  ta x  w i l l  be 
c o l le c te d  upon each  t r a n s a c t io n  which ta k e s  p la c e  b e ­
tw een th e  o r i g i n a l  p ro d u ce r o f  th e  raw m a te r ia l  and 
even th e  u l t im a te  consumer o f th e  f in is h e d  p ro d u c t.
Even so , th e  p roposed  ta x  o f  two p e r  c e n t would p ro b ab ly  
be i n s u f f i c i e n t  t o  r a i s e  th e  n e c e s s a ry  revenue making
i t  n e c e s s a ry  to  impose a h e a v ie r  and even more burden­
some ta x .  At th e  v e ry  b e s t ,  th e  ta x  would be a t  l e a s t  
doubled  s in c e  ev eryone  would pay i t  once when he c o l ­
l e c te d  h i s  income and a g a in  when he sp e n t i t .

4 .  Due to  th e  ad v an tag e  t h a t  th e  ta x  would g iv e  th e  
c h a in  s to r e s  w ith  t h e i r  few er t r a n s a c t io n s  between 
p ro d u ce r and consum er, th e  P lan  would mean th e  v e ry  
o p p o s ite  o f s o c i a l  s e c u r i t y  f o r  th e  in d ep en d en t b u s i ­
n e s s  man. R e g a rd le s s  o f  th e  s t im u la t io n  th e  p la n  
m igh t f u r n i s h  to  b u s in e s s ,  th e  sm all in d ep en d en t cou ld  
n o t  overcome th e  ad v an tag e  t h a t  th e  c h a in  s to r e  would 
d e r iv e  from  th e  o p e ra t io n  o f  th e  t r a n s a c t io n  ta x .

5 . The id e a  t h a t  in c re a s e d  c i r c u l a t i o n  o f money o r  
th e  ta x  le v ie d  under th e  P la n  w ould, by th em se lv es , 
b r in g  p r o s p e r i ty  i s  e n t i r e l y  f a l l a c i o u s .  These two 
th in g s  n e i th e r  in c re a s e  n o r c r e a te  w e a lth .
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6* O p e rà tlo n  o f th e  F lan  would r e s u l t  in  th e  heavy ta x a t io n  
o f  many who a re  in  d i r e  need aim ply to  g iv e  $200 a month to  
a  g r e a t  number o f  o ld  peop le  who do n o t need i t ,  w ith  an 
accom panying n e g le c t  o f c r ip p l e s ,  widows, and o rphans whose 
n eed s  m igh t be much g r e a t e r ,

7 ,  The In c re a s e  in  p r ic e s  which would r e s u l t  p a r t l y  from  
th e  i n f l a t i o n a r y  a s p e c ts  o f th e  p la n  and p a r t l y  from  th e  
a d d i t io n  o f  th e  ta x  t o  a l l  p r ic e s  would r e s u l t  e v e n tu a l ly  
i n  making th e  p u rc h a s in g  power o f th e  p e n s io n s  on ly  a 
f r a c t i o n  o f $200, and a t  th e  same tim e th e  p u rch as in g  
power *of wages and a l l  o th e r  income would be reduced
p r  o p o r t io n a te ly .

8 , The c o s t  o f  a d m in is t r a t io n  o f  such a scheme would
be a lm o st a s  ex p en s iv e  a s  th e  c o s t  o f  th e  p en s io n s  them* 
s e lv e s .  T h is  c o s t  added to  th e  enormous c o s ts  o f  th e  
p e n s io n s  se rv e  to  red u ce  th e  w hole p ro p o sa l to  th e  n a tu re  
o f an  a b s u r d i ty .

A ll  in  a l l  I t  i s  u n fo r tu n a te  t h a t  so many o f th e se  nostrum s 

have re c e iv e d  such  a  w ide r e c e p t io n .  Even though th e y  have made 

some c o n t r ib u t io n  to  th e  s e a rc h  f o r  s o c ia l  s e c u r i ty ,  th e y  i n ­

v a r ia b ly  a ro u se  hopes im p o ss ib le  o f f u l f i l l m e n t .  A ll th e se  

schemes c a r ry  in  t h e i r  wake a number o f  p o l i t i c i a n s  who a re  

w i l l in g  to  ta k e  th e  a d h e re n ts  o f  th e  schemes **for a r i d e ’» 

and who #ncourage  t h e i r  b e l i e f  in  th e  p o s s i b i l i t i e s  o f th e  

schemes in  o rd e r  t o  b u i ld  up a p o l i t i c a l  fo llo w in g . In  

o th e r  w ords, w ith  m ost o f th e  p anaceas th e re  I s  th e  tho rough­

l y  n a s ty  s p e c ta c le  o f  p o l i t i c i a n s  t r a d in g  upon human m ise ry  

and s u f f e r in g  accom panied by th e  e q u a l ly  unwholesome d e s i r e  

Of a  g r e a t  sh a re  o f th e  f o l lo w e r s  to  g e t  som ething f o r  n o th in g , 

1 , a , , th e  $200 a  month p rom ised  by Townsend o r th e  b a s ic  

d iv id e n d  o f  $25 prom ised by A b e rh a r t ,
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The Program  o f  th e  New D eal

The S o c ia l  S e c u r i ty  Act p assed  In  A ugust, 1935, c o n s t i ­

t u t e s  a  g r e a t  fo rw ard  s te p  In  th e  s e a rc h  f o r  s o c ia l  s e c u r i ty  

a s  we h a re  a l re a d y  n o te d . P erhaps th e  most s i g n i f i c a n t  th in g  

ab o u t t h i s  a c t  I s  th e  f a c t  t h a t  I t  has  com m itted th e  g o v ern ­

ment o f  t h i s  c o u n try  to  a  program  o f  s o c ia l  In su ra n c e . The 

e n t i r e  r e c o rd  o f  th e  New Deal h as  se rv ed  to  g iv e  r e c o g n i t io n  

o f  th e  g o v e rn m e n t's  r e s p o n s ib i l i t y  f o r  th e  w e lfa re  o f  th e  

eco n o m ica lly  h e lp l e s s ,  and th e  o f f i c i a l  r e c o g n i t io n  o f th e  

p r in c ip le  o f  s o c i a l  in su ra n c e  I s  a f i t t i n g  clim ax to  th e  

New D e a l 's  c o n t r ib u t io n  to  th e  s e a rc h  f o r  s o c ia l  s e c u r i t y .

The p re c e d e n ts  s e t  by th e  R o o sev e lt A d m in is tra tio n  have made 

a  r e tu r n  to  th e  ’’f r o n t l e r - l d e a l l s m "  o f th e  H oover--C oolldge 

e ra  Im p o ss ib le . No m a t te r  w hether th e  p re s e n t  a d m in is t r a t io n  

I s  r e tu rn e d  to  o f f i c e ,  o r w hether K r. Landon becomes a te n a n t  

In  th e  W hite H ouse, ou r governm ent I s  u n e q u iv o c a lly  com m itted 

t o  th e  p r o p o s i t io n  t h a t  I t  I s  th e  fu n c tio n  o f  governm ent to  

see t h a t  I t s  c i t i z e n s  do n o t go below  a d e f in i t e  minimum 

s ta n d a rd  o f  com fo rt and d ecen c y . The New D eal th e n  has 

ta k e n  an Im p o rtan t f i r s t  s te p  in  th e  d i r e c t io n  o f  a  r e a l  

s o c ia l  s e c u r i t y  program . X p la c e  th e se  o b s e rv a tio n s  con­

c e rn in g  th e  New D eal f i r s t  In  my c o n c lu s io n s  co n cern in g  

I t s  program , s in c e  1 b e l ie v e  t h a t  th e y  r e p r e s e n t  th e  most 

Im p o rta n t f a c t s  c o n c e rn in g  th e  p r e s e n t  program . The r e ­

m ainder o f my o b s e rv a tio n s  c o n ce rn in g  th e  S o c ia l  S e c u r ity
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A ct w i l l  be d ev o ted  to  a e r i t l e i e m  o f I t s  w eaknesses, b u t 1 

am a n x io u s  to  s t r e s s ,  f i r s t ,  my b e l i e f  t h a t  r e g a r d le s s  o f  

th e  th in g s  t h a t  may be wrong w ith  th e  A ct, th e  New D eal has 

made a  s i g n i f i c a n t  advance In  what I  b e l ie v e  I s  th e  r i g h t  
d i r e c t i o n .

Many o f th e  d e f e c t s  o f th e  S o c ia l  S e c u r ity  Act may be 

t r a c e d ,  I  b e l ie v e ,  t o  th e  way In  which I t  was conceived  and 

in  w hich i t  became law . The o u ts ta n d in g  e a r ly  m istake  was 

In  th e  s e l e c t i o n  o f  a  com m ittee to  p re p a re  a r e p o r t  on th e  

p o s s i b i l i t i e s  o f s e c u r i t y  th ro u g h  s o c ia l  In su ra n c e . A la y  

com m ittee o f s tu d e n ts  end e x p e r t s  In  t h i s  f i e l d  was g r e a t ly  

to  be d e s i r e d ,  b u t in s te a d  th e  P re s id e n t  a p p o in te d  th e  f iv e  

b u s ie s t  members o f  h i s  a d m in is t r a t io n  to  t h i s  com m ittee w ith  

th e  r e s u l t  t h a t  th o ro u g h  c o n s id e ra t io n  o f  th e  s u b je c t  was im­

p o s s ib le .  F u r th e r  th e  tim e  d ev o ted  t o  th e  s u b je c t  by t h i s  

com m ittee was f a r  to o  s h o r t .  The P r e s id e n t 's  d e c la r a t io n  

f o r  a system  f in a n c e d  by c o n t r ib u t io n s  and n o t by ta x e s  

a g a in  se rv ed  t o  em asc u la te  what m ight have been an adequate  

sy stem . F in a l ly ,  th e  p assag e  o f th e  b i l l  th ro u g h  C ongress 

was h a s ty ,  end th e  Ig n o ran ce  o f R e p re s e n ta tiv e s  and S e n a to rs  

upon th e  s u b je c t  was profound* C o rre c tio n  of th e se  e a r ly  

f la w s  would p ro b a b ly  have m eant a much s tro n g e r  m easure 

th a n  th e  Act f i n a l l y  e n a c te d .

The o ld -a g e  p r o v is io n s  o f  th e  Act a re  open to  s e r io u s  

c r i t ic i s m *  The e x is te n c e  of an o ld -a g e  p en sio n  and an an­

n u i ty  system  s id e  by s id e  may le a d  to  c o n s id e ra b le  d i f f i c u l t y .  

I t  h as  a lre a d y  been  p o in te d  o u t t h a t  in  many c a se s  a n n u i t ie s
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w i l l  l e s s  ad eq u a te  o r  o n ly  e l l g h t l y  g r e a t e r  th a n  o ld -a g e  

p e n s io n s  whose r e c ip i e n t s  have n o t e o a t r lh u te d  t o  th e  fu n d s 

from  w hich t h e i r  b e n e f i t s  a r e  re c e iv e d . L i t t l e  a t t e n t i o n  

was g iv e n  to  th e  p o s s ib le  c o s t o f  th e  p en sio n  system  a t  th e  

tim e  o f th e  p assag e  o f th e  a c t ,  b u t even though  t h i s  f e a tu r e  

sh o u ld  e v e n tu a lly  be re p la c e d  by th e  a n n u ity  system , th e re  

w i l l  be s e v e r a l  y e a rs  t h a t  th e  c o a t w i l l  r i s e  a s  h ig h  a s  a 

b i l l i o n  d o l l a r s .  Complete rep lacem en t w i l l  be Im p o ssib le  

due t o  th e  f a c t  t h a t  p en s io n s  m ust s t i l l  be g ra n te d  on th e  

b a s i s  o f  need to  th o se  c l a s s e s  of em ployees n o t covered  

by th e  a n n u ity  sy stem .

The a n n u ity  f e a tu r e s  may be c r i t i c i z e d  a long  o th e r  

l i n e s  th a n  th e  co m p ara tiv e  Inadequacy  o f  b e n e f i t s ,  how ever. 

The most s e r io u s  c r i t i c i s m  I  have to  make o f th i s  f e a tu r e  

o f th e  a c t  I s  th e  f a c t  t h a t  I t  I s  based  upon th e  b u ild in g  

up o f  a huge r e s e r v e .  As o r i g i n a l l y  recomrrended by th e  

Committee on Economic S e c u r i ty  th e  r e s e rv e  would n ev er 

have r i s e n  above f i f t e e n  b i l l i o n  d o l l a r s ,  and th e  p a y -a s -  

you-go Id e a  would have dom inated  th e  sy stem . I l ia t  I s ,  a l l  

w orkers under 65 would have su p p o rte d  th e  system  f o r  th o se  

o v er th e  r e t i r e m e n t  age u n d er th e  a s su ra n c e  thm t th e y  In  

tu r n  would be su p p o rte d  by th e  c o n t r ib u t io n s  o f th e  younger 

w o rk ers  when th e y  re a c h e d  th e  p e n s io n  a g e . As changed by 

C ongress ( a t  th e  recom m endation o f th e  P re s id e n t)  th e  

sy stem  w i l l  accum ula te  r e s e r v e s  o f  ab o u t 49 b i l l i o n  by 

1980, how ever. These r e s e r v e s  may be In v e s te d  o n ly  In
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gOTenunent bonds or obligations guaranteed by the government.

Some w eaknesses In h e re n t In  th e  r e s e rv e  system  are*

1 . The n e c e s s i ty  o f  in v e stm en t in  government bonds w i l l  
r e q u i r e  th e  perm anent e x is te n c e  of a n a t io n a l  d eb t h a l f  
a g a in  as la rg e  a s  o u r p re s e n t huge debt* The i n t e r e s t  
on t h i s  d e b t a lo n e  w i l l  r e q u ir e  th e  e x p e n d itu re  o f over 
* b i l l i o n  d o l l a r s  o f  th e  y e a r ly  rev en u es  o f  th e  g o v ern ­
ment*

2* Â.S a r e s u l t  o f th e  n e c e s s i ty  o f  in v estm en t bonds 
f o r  th e se  r e s e rv e  fu n d s , a l l  government o b l ig a t io n s  
w i l l  be removed from  th e  m a rk e t. The la c k  o f a  " s a f e ty  
v a lv e "  f o r  th e  in v e s tm en t o f th e  s u rp lu s  funds o f  b a n k s , 
in d u s t r y ,  l i f e  in su ra n c e  com panies and th e  l i k e  may 
have s e r io u s  con seq u en ces.

5* Under th e  r e s e rv e  system , th e re  w i l l  alw ays be 
c o n s id e ra b le  e x c e s s  o f income over outgo* T h is  i s  
s u re  to  le a d  to  a g i t a t i o n  f o r  a dangerous l i b e r a l i ­
z a t io n  o f  th e  b e n e f i t s  o r  to  a program  o f  unsound 
governm ent sp e n d in g . A huge re s e rv e  fund i s  alw ays 
open to  th e  danger o f ^ ra id s "  f o r  o th e r  pu rposes 
by p o l i t i c i a n s  more in t e r e s t e d  in  p le a s in g  th e  v o te r s  
o f  th e  p r e s e n t  th a n  s a c r i f i c i n g  th e  needs o f  th e  p re s e n t  
to  th e  i n t e r e s t s  o f th e  v o te rs  o f th e  f u tu r e .

4 .  The b u i ld in g  up o f  la r g e  r e s e rv e s  r e s u l t s  in  th e  
T reeZ ln g  o f  needed p u rch as in g  power— som ething c o n tra ry  
t o  th e  w hole th o u g h t and p r a c t ic e  o f  th e  New D eal.

As c o n t r a s te d  t o  t h i s ,  a p ay -as-y o u -g o  system  has th e

d e f i n i t e  ad v an tag e  t h a t  i t  te n d s  to  keep t h e  b e n e f i t s  w ith in

m anageable l i m i t s ,  s in c e  th e y  become a r e l a t i v e l y  la rg e  charge

upon c u r r e n t  ta x e s*  Such a  system  keeps th e  ta x p a y e rs  a c u te ly

aw are o f th e  c o s t  o f  th e  system  w ith  th e  g r a t i f y in g  r e s u l t

th a t  th e r e  i s  l e s s  l ik e l ih o o d  t h a t  th e  p la n  w i l l  b re a k  down

due to  hav ing  p rom ised  more th a n  can be d e l iv e r e d . Thus

from  th e  v ie w p o in t o f th e  governm ent, th e  ta x p a y e rs , and

th e  r e c i p i e n t s  o f b e n e f i t s  th e m se lv e s , i t  i s  n e c e s sa ry  to
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oonelude  t h a t  th e  p ay -aa -y o u -g o  system , o r  a system  accumu­

l a t i n g  o n ly  sm a ll r e s e rv e s  i s  much to  he p r e f e r r e d  to  a 

sy stem  w hich seek s to  accum ulate  a h u g e ,re s e rv e  th e  i n t e r e s t  

on w hich w i l l  ta k e  c a re  o f  a l l  b e n e f i t  paym ents.

S t i l l  a n o th e r  c r i t i c i s m  o f  th e  a n n u ity  f e a tu r e s  o f  th e  

S o c ia l  S e c u r i ty  Act i s  based  upon the p ro b ab le  c o n s t i tu t i o n a l  

d i f f i c u l t i e s  o f t h i s  p a r t  o f th e  s e t .  While in  th e o ry  th e  

n a t io n a l  system  employed i s  g r e a t ly  to  be d e s i r e d ,  i t  i s  open 

t o  g ra v e  c o n s t i t u t i o n a l  d o u b ts . On th e  o th e r  hand, th e  sub­

s id y  system  used  in  r e l a t i o n  to  th e  pension  f e a tu r e s  i s  

c l e a r l y  c o n s t i t u t i o n a l .  F u r th e r ,  many s t a t e s  a re  faced  

w ith  th e  n e c e s s i ty  o f  making c o n s t i t u t i o n a l  changes b e fo re  

th e  p ro ceed s  of th e  su p p o r tin g  ta x e s  can be tu rn e d  over to  

th e  F e d e ra l T re a su ry .

The unemployment f e a t u r e s  o f th e  a c t  a re  perhaps th e  

w eak est f e a tu r e s  o f  th e  e n t i r e  a c t .  To summarize some o f 

th e  m ost im p o rta n t w eak n esses:

1 .  There i s  g ra v e  doubt a s  t o  th e  c o n s t i t u t i o n a l i t y  
o f th e  t a x - o f f s e t  system  adop ted  «

2 . The f a c t  t h a t  o n ly  90 p e r  c e n t and n o t a l l  o f th e  
ta x  o f any em ployer I s  w aived to  th e  s t a t e  system  has 
th e  e f f e c t  o f  r e t a r d in g  th e  a d o p tio n  o f s t a t e  p la n s  
r a th e r  th a n  en co u rag in g  them  a s  was th e  purpose o f  th e  
t a x - o f f s e t  id e a .

3 . The a c t  en co u rag es  th e  la c k  o f u n ifo rm ity  among 
s t a t e  system s by a llo w in g  f o r  b o th  pooled  and em ployer- 
r e s e rv e  and in d u s t r y - r e s e r v e  fu n d s . The a p p l ic a t io n
o f  m e r i t - r a t i n g  p ro v is io n s  i s  a f u r t h e r  encouragem ent 
t o  la c k  o f  u n ifo rm ity  a s  w e ll  a s  a v io la t io n  o f the  
s o c i a l  in su ra n c e  p r in c i p l e  t h a t  th e  c o s ts  must n o t 
r e s t  upon th o se  l e a s t  a b le  to  b e a r  them .

4 . F a i lu r e  o f  th e  governm ent to  c o n t r ib u te  i s  a 
f u r t h e r  v io l a t i o n  o f  t h i s  p r in c ip le *  F in an c in g  th e
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c o s t  o f  unemployment In eu ren o e  e o le ly  by a ta x  upon 
em ployer# w i l l  mean t h a t  u l t im a te ly  th e  oonsumera 
w i l l  b e a r  th e  o o a t an ! th a t  th e r e fo r e  th e  la b o re r s  
i n  t h e i r  o a p a e i t l e e  a# oonsumera w i l l  be fo rc e d  to  
b e a r  th e  e n t i r e  burden  o f  th e  system  w hile  th e  w e ll -  
to -d o  o f th e  co u n try  make no c o n t r ib u t io n  o r  o n ly  a 
u e g l l g lb l e  c o n t r ib u t io n .

6 .  B e n e f i ts  w i l l  n e c e s s a r i ly  be sm a ll, w a it in g  
p e r io d s  lo n g , and th e  d u ra t io n  o f  b e n e f i t s  s h o r t  
due to  th e  e f f o r t  t o  s e t  up system s th a t  a re  a c t u a r i a l l y  
sound w ith o u t th e  c o n t r ib u t io n  o f  th e  governm ent.

R e la t iv e ly  few c r i t i c i s m s  o f th e  w e lfa re  p ro v is io n s  o f  

th e  a c t  a r e  to  be fo u n d . These p ro v is io n s  r e p r e s e n t  a con­

s id e r a b le  e x te n s io n  o f F e d e ra l a c t i v i t y  a lo n g  th e  l i n e s  o f 

c h i ld  w e lf a r e ,  p u b lic  h e a l th ,  a id  f o r  th e  b l in d  and so on . 

They a r e  f in a n c e d  by F e d e ra l g r a n t s - ln - a ld  to  s t a t e s  and 

f o r  t h a t  re a so n  a re  more s a t i s f a c t o r y  th a n  th e  unemployment 

f e a tu r e s  a s  w e ll a s  b e in g  In  l e s s  danger o f  being  in v a l id a te d  

by j u d i c i a l  d e c i s io n .  The m ost im p o rta n t c r i t i c i s m  o f  th e s e  

f e a tu r e s  a s  th e y  now e x i s t  i s ,  in  my o p in io n , th e  f a c t  th a t  

th e  g r a n ts  a re  r a t h e r  sm a ll even  though th e y  do r e p r e s e n t  

an e x te n s io n  o f F e d e ra l a c t i v i t y .  However, t h i s  w eakness 

can e a s i l y  be rem edied  a s  tim e goes on . Kany c r i t i c s  sug­

g e s t  t h a t  th e  f a i l u r e  t o  e s t a b l i s h  a  d e f i n i t e  system  o f  

h e a l th  in su ra n c e  i s  a  v a l id  c r i t i c i s m  o f  th e se  f e a tu r e s  

o f  th e  a c t ,  b u t f o r  reaso n s t o  be s t a t e d  l a t e r  I  do n o t 

f e e l  t h a t  t h i s  la  an im p o r ta n t c r i t i c i a r c ,  a lth o u g h  I  do
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bsXlBTo In  h e a l  t i l  In su rance*

I  w ish  to  r e i t e r a t e  a  c r i t i c i s m  of th e  e n t i r e  a c t  made 

In  th e  l a s t  c h a p te r .  Taken a s  a  w hole, th e  a c t r e p r e s e n ts  

a  l o s t  o p p o r tu n i ty .  At th e  tim e  o f  I t s  p assag e , any k ind  

o f a c t  fa v o re d  by Jar. R o o sev e lt co u ld  have been p a s se d . Thus 

I t  I s  a l l  th e  more t r a g i c  t h a t  f u l l e r  s tu d y  could  n o t have 

been g iv e n  to  such  a m easure and a  b e t t e r  b i l l  e n a c te d .

A 8 o e ia l  S e c u r i ty  Program  f o r  th e  F u tu re

P erh ap s I  sh o u ld  make I t  c l e a r  a t  th e  o u ts e t  o f t h i s  

s e c t io n  t h a t  I  am now d is c u s s in g  th e  ty p e  o f program  th a t  

I  would fa v o r  and n o t n e c e s s a r i ly  th e  program I  th in k  a p t  

to  be ach iev ed  w ith in  th e  n e a r  f u tu r e .  The e x is te n c e  o f  

th e  S o c ia l  S e c u r i ty  A ct, bad though  I t  may be , makes any 

Im m ediate change in  o u r s e t-u p  h ig h ly  p ro b le m a tic a l u n t i l  

th e  w eaknesses o f  th e  a c t  a re  more th o ro u g h ly  exposed 

th ro u g h  e x p e r ie n c e . In  th e  m eantim e th e re  I s  alw ays th e  

danger th a t  th e  e x p e rie n c e  w i l l  be so  u n p le a sa n t th a t  th e  

movement w i l l  be  s e t  back f o r  y e a r s ,  o r t h a t  a l i k e  In ju ry  

w i l l  be i n f l i c t e d  a s  a r e s u l t  o f  an ad v e rse  c o u r t  d e c is io n  

upon some o f th e  f e a t u r e s  o f th e  a c t  o f d o u b tfu l c o n s t i tu ­

t i o n a l i t y .  T h is  th e n  i s  s im ply  a  g e n e ra l  o u t l in e  o f th e  

h y p o th e t ic a l  program  w hich I  would f a v o r .

I  have s t a t e d  e lsew h ere  t h a t  I  f e e l  th a t  th e  on ly  

p o s s ib le  s o lu t io n  u n d er o u r p r e s e n t  s o c ia l  and economic 

o rg a n iz a t io n  I s  a  com prehensive system  o f s o c ia l  in s u ra n c e .
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I  f e e l  t h a t  th e  te rm , s o o ia l  In su ra n c e , In c lu d e s  a l l  th e  

th in g s  m en tioned  in  Mr. E p s te in * s  d e f i n i t i o n  which I  q.uoted 

in  c h a p te r  s ix  (unemploym ent, s ic k n e s s ,  i n v a l i d i t y ,  o ld -a g e , 

d e a th  o f  th e  h re a d -w in n te r , I l l n e s s  and b u r i a l  of a member o f 

th e  f a m ily ,  th e  b i r t h  o f a c h i ld ,  o r  th e  burden of su p p o r tin g  

a la r g e  fa m ily )  b ecau se  th e s e  a re  th e  th in g s  a g a in s t  which 

th e  o rd in a ry  In d iv id u a l  canno t a f f o r d  to  in s u re  h im se lf  in  

a com m ercial company, and u n le s s  th e se  r i s k s  be in su re d  in  

some way th e re  i s  no s o c ia l  s e c u r i t y .  However, I  do n o t 

f e e l  t h a t  any good p u rp o se  w i l l  be se rv ed  by t r y in g  to  jump 

in to  a  com plete  and a l l  em bracing system  o f s o c ia l  in su ra n c e  

a l l  in  one jump. X do n o t  f e e l  t h a t  American p u b lic  o p in io n  

i s  q u i te  re a d y  f o r  so l a r g e  a  move, and a p e r io d  o f  educa­

t i o n  w i l l  be n e c e s s a ry  b e fo re  we a re  read y  f o r  th a t  s te p .

I  f e e l  t h a t  my o p in io n  in  t h i s  m a tte r  i s  su p p o rted  by 

European e x p e r ie n c e . In  no c o u n try  in  Europe was a  com plete 

program  o f s o c i a l  in su ra n c e  ach iev ed  over n ig h t .  European 

system s grew up p ie c e -m e a l o v er a  p e r io d  o f f i f t y  y e a r s ,  

new f e a tu r e s  b e in g  added a s  p u b lic  o p in io n  was p rep afed  

f o r  them and th e  need  was f e l t .  F i r s t  o f a l l  th e n  I  f e e l  

t h a t  we shou ld  u n d e r ta k e  a  p e r io d  o f  e d u c a tio n  in  th e  

U nited  S ta t e s  and u n d e rta k e  o n ly  such  p h ases  o f s o c ia l  in ­

su ra n c e  a s  we a re  re a d y  f o r  now.

I  f e e l  t h a t  a t  th e  p r e s e n t  tim e  i t  i s  b e s t  t o  c o n tin u e  

th e  g e n e ra l  g r a n t s - in - a i d  t o  s t a t e s  f o r  w e lfa re  work in s te a d
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o f  t r y i n g  to  d ev e lo p  a  com prehenalTe system  o f  h e a l th  in su ra n c e  

and th e  l i k e . There la  so much o p p o s itio n  to  h e a l th  In su ran ce  

on th e  p e r t  o f o rg a n iz e d  m e d ic in e . In su ran ce  com panies and 

th e  l i k e  t h a t  I t  would je o p a rd iz e  th e  e n t i r e  s o c ia l  In su ran ce  

program  to  I n s i s t  upon a h e a l th  program  now. In  th e  f i e l d  

o f  I n d u s t r i a l  a c c id e n ts  and workmen *s com pensation , th e  op­

p o s i t i o n  I s  l e s s  Im p o rta n t, h u t some p ro g re ss  has been  made 

by s t a t e  p la n s ,  and t h i s  f i e l d  can w a it  a ls o  u n t i l  th e  g e n e ra l 

p u b lic  I s  ed u ca ted  to  a  demand f o r  an a ll-e m b ra c in g  In su ran ce  

program . At th e  p re s e n t  tim e I  b e l ie v e  t h a t  s o c ia l  In su ran ce  

sh o u ld  be l im i te d  to  two f i e l d s  In  th e  U nited  S ta te s :  o ld -ag e  

and unemploymmit In s u ra n c e .

I  f e e l  t h a t  we a re  read y  f o r  s o c ia l  In su ra n c e  program s 

In  th e s e  two f i e l d s  now becau se  o f  th e  th o u g h t t h a t  h as  been 

g iv en  to  b o th  b ecause  o f  th e  d e p re s s io n  and th e  e v e n ts  o f  

th e  p a s t  few y e a r s .  I f  s u c c e s s fu l  program s In  th e s e  f i e l d s  

ban be e s t a b l i s h e d ,  th e n  I t  w i l l  be o n ly  a m a tte r  of tim e 

u n t i l  th e  program  can be expanded I n to  th e  o th e r  f i e l d s  

c o n s id e re d  d e s i r a b l e .  We have a t  l e a s t  become o ld -a g e  and 

unemployment In su ra n c e  minded s in c e  1929, and adequate  p ro ­

grams would be c o m p a ra tiv e ly  ea sy  to  e s t a b l i s h .

In  b o th  ty p e s  o f In su ra n c e  I  would fa v o r  c o n tr ib u t io n s  

by th e  em ployer, th e  w o rk er, and th e  s t a t e .  The c o n tr ib u t io n s  

on th e  p a r t  o f  th e  s t a t e  a re  j u s t i f i e d  by th e  p r in c ip le  t h a t  

th e  c o s t s  must be s p re a d , and th e  c o n t r ib u t io n s  by th e  w orker 

by th e  p s y c h o lo g ic a l  ad v an tag e  o f hav ing  him p a r t i c i p a t e  a s  

a  m a tte r  o f r i g h t  In  th e  b e n e f i t s  o f  th e  system . I  f e e l
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t h a t  th a  ay a t  am s a t  up sh o u ld  ha F e d e r a l -S ta ta  In  which th a  

F a d e ra l  o o n tr lh u t io n  ta k e s  th a  form  o f a su b s id y . A p u re ly  

n a t io n a l  sa t* u p  w ould ba d e s i r a b le  from  a t h e o r e t i c a l  s ta n d ­

p o in t  , b u t  would p ro b a b ly  be im p o ss ib le  w ith o u t a c o n s t i tu t i o n a l  

amendment. Tha n e c e s s a ry  u n ifo rm ity  can  ba secured , however, 

by dem anding t h a t  s t a t e s  m eat d e f i n i t e  re q u ire m e n ts  to  se c u re  

t h e i r  s u b s id ie s  from  th e  F e d e ra l governm ent. In s o fa r  as  pos­

s ib l e  th a  ta x e s  la v ie d  to  su p p o rt th e se  system s should  be 

income o r  in h e r i ta n c e  ta x e s  in  o rd e r  t o  p la ce  as  la rg e  a 

sh a re  a s  p o s s ib le  o f  th e  burden upon th o se  most ab le  t o  pay . 

Coverage sh o u ld  be a s  w ide as p o s s ib le ,  and some p ro v is io n  

sh o u ld  be made f o r  w a g e -e a rn e rs  who a re  c o n s ta n t ly  moving 

from  s t a t e  to  s t a t e .  A d m in is tra tio n  should  be a s  s im p l if ie d  

and in e x p e n s iv e  a s  p o s s ib le .  \

For re a s o n s  in d ic a te d  in  th e  l a s t  s e c t io n ,  I  f e e l  t h a t  

th e  o ld -a g e  in su ra n c e  system  shou ld  bd on th e  p ay -as-y o u -g o  

b a s is  and t h a t  o n ly  sm a ll r e s e r v e s  shou ld  be accum ulated .

Age 65 would be a s a t i s f a c t o r y  r e t i r e m e n t  a g e . O ld-age 

In su ra n c e  does n o t im ply th e  a b i l i t y  t o  d rop  i n s t i t u t i o n a l  

r e l i e f  o f  a l l  k in d s , s in c e  t h i s  ty p e  o f r e l i e f  w i l l  s t i l l  

be n e c e s s a ry  f o r  many o f  th e  in c a p a c i ta te d  and e n fe e b le d  

ag ed . P ro b ab ly  a su p p lem en ta ry  system  o f o ld -a g e  p en sio n s  

w i l l  a l s o  be n e c e s s a ry  In  c a se  th e r e  a re  any c la s s e s  n o t 

covered  by th e  in su ra n c e  sy s te m . P en sio n s  based  upon need 

shou ld  n o t be e q u a l to  a n n u i t i e s  based  upon c o n t r ib u t io n s ,  

how ever.
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Uhemploymen't in su ra n c e  shou ld  p ro v id e  f o r  th e  b eg in n in g  

o f  b e n e f i t s  sf1 ;er a s h o r t  w a it in g  p e r io d , and b e n e f i t s  should  

e x te n d  a s  long  a s  th e r e  i s  n e e d -^ a s  under th e  B r i t i s h  system — 

w h e th e r th e  system  i s  a e t u a r i a l l y  sound o r  n o t .  When such  ex­

te n s io n  i s  n e c e s s a ry , s o c ia l  In su ra n c e  becomes In su ran ce  fo r  

s o c ie ty  ( a g a in s t  r i o t ,  d is o r d e r ,  and so on) a s  w e ll as  in ­

su ra n c e  a g a in s t  th e  r i s k s  w hich be s e t  th e  in d iv id u a l .  B e n e f its  

shou ld  b e a r  some r e l a t i o n  t o  s a la r y  ( h a l f  to  th r e e - f o u r th s ,  

p e rh a p s)  and shou ld  be g ra n te d  upon ev id en ce  o f unemployment 

and n o t  o f n e e d . The system  shou ld  bé a d m in is te re d  th ro u g h  

employment exchanges a t  w hich th e  unemployed would r e g i s t e r  

to  r e c e iv e  b e n e f i t s  Or to  be p la c e d  in  jo b s  i f  p o s s ib le .  Un­

l e s s  th e r e  i s  p ro v is io n  f o r  e x te n s io n  o f  b e n e f i t s  d u rin g  

emergency p e r io d s ,  th e r e  must be some perm anent r e l i e f  s e t ­

up to  ca re  f o r  w o rk ers  a f t e r  t h e i r  b e n e f i t s  have been ex h au s te d . 

At f i r s t  i t  would p ro b a b ly  be w ise  to  a tte m p t coverage only  

o f th o s e  w orkers whose an n u a l s a l a r i e s  a re  l e s s  th a n  $3000 

o r even th o se  l e s s  th a n  $2000. The system  shou ld  o f co u rse  

be com pulsory to  s e c u re  a s  w ide a d i s t r i b u t i o n  of th e  r i s k  

as  p o s s ib le . The m is ta k e s  o f th e  p re s e n t a c t  which a llo w  

m e r i t - r a t i n g  and v a r io u s  ty p e s  o f  r e s e r v e  fund should  n o t 

be r e p e a te d . F u r th e r ,  th e  p r e s e n t  p ro v is io n s  which r e q u ir e  

two cumbersome (F e d e ra l and S ta te )  s e t s  o f re c o rd s , r e tu r n s ,  

and th e  l i k e  on th e  p a r t  o f  em ployers shou ld  be e lim in a te d  

in  fa v o r  o f  a s  sim ple  a m ethod o f ta x  c o l l e c t io n  as  p o s s ib le .

A s e t - u p  by means of w hich th e  em ployer p a id  h is  t o t a l  c o n t r i ­
b u t io n  and t h a t  o f h is  em ployees to  one agency by means o f
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atam p p u rch ase  end employee r e c o rd s  were k e p t by means o f  

stam p books would e l im in a te  many o f th e  unw ieldy f e a tu r e s  
o f  th e  p r e s e n t  a c t .

I  do n o t  f e e l ,  o f  c o u rs e , t h a t  I  have o u tl in e d  h e re  any 

com prehensive o r ad eq u a te  program  o f s o c ia l  s e c u r i t y • I  have 

s im p ly  t r i e d  to  p o in t  o u t what m ight s u c c e s s fu l ly  ba done as  

a  b eg in n in g *  As 1 have In d ic a te d ,  a p ro c e s s  o f e d u c a tio n  

w i l l  be n e c e s s a ry  b e fo re  th e r e  can be any r e a l  expansion  of 

th e  p r in c ip l e s  of s o c ia l  In su ra n c e  In  th e  U n ited  S ta te s*  I t  

I s  v i t a l ,  t h e r e f o r e ,  t h a t  we do n o t " b i t e  o f f  more th a n  we 

can chew" f o r  th e  I n i t i a l  experim ent*  Â s u c c e s s fu l  o p e ra -  

l l o a  of th e  two ty p e s  o f in s u ra n c e  m entioned w i l l  be th e  
b e s t  argum ent f o r  th e  e x te n s io n  o f  th e  system* By " su c c e s s ­

f u l  o p e ra t io n "  I  mean—a s  I  have In d ic a te d  In  an e a r l i e r  

c h a p te r— th e  r e l i e f  o f  human m ise ry  In  a manner which le a v e s  

th e  r e c i p i e n t  o f  r e l i e f  h i s  s e l f - r e s p e c t .  I f  t h i s  la  accom­

p l i s h e d ,  th e  sy stem  I s  s u c c e s s fu l  and s o lv e n t  r e g a r d le s s  o f 

w hether th e  income from  c o n t r ib u t io n s  e q u a ls  ou tgo  In  b e n e f i t s  

o r no t*  The ach ievem ent o f s o c ia l  s e c u r i ty  w i l l  n o t be th e  

work o f a  day  o r  a  month o r  even a  y e a r .  Even when (o r  I f )  

th e  tim e comes t h a t  we have a r e a l l y  com prehensive program  

o f  s o c ia l  In su ra n c e  In  th e  U n ited  S ta t e s  we s h a l l  p ro b ab ly  

f in d  t h a t  I t  le a v e s  a  g r e e t  d e a l  to  be d e s i r e d .  N e v e r th e le s s , 

such  a sy stem , I  b e l ie v e ,  o f f e r s  th e  b e s t  p o s s ib le  means of 

p ro v id in g  th e  minimum re q u ire m e n ts  o f l i f e  fo r  th e  g r e a te s t  

number o f  peop le  u n d er ou r p r e s e n t  o r g a n iz a t io n .  I  s in c e r e ly
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'be lleT e**and  my o b s e rv a tio n  o f  th e  fo llo w in g »  a c q u ire d  by 

th e  " p a n a o e ls ta "  I s  r e s p o n s ib le  fo r  th e  b e l i e f —th a t  u n le s s  

t h i s  minimum s e c u r i t y  I s  p ro v id ed  by t h i s  means, we s h a l l  

s e e  a d e c id e d  change In  o u r o rg a n iz a t io n , and a  r e v o lu t io n  

by b a l l o t s  can be j u s t  as  d i s a s t r o u s  a s  a r e v o lu t io n  by 

b u l l e t s  « S o c ia l  in s u ra n c e . I t  seems to  me, i s  a p o s s ib le  

bu lw ark  betw een  th e  p re s e n t syatem  and a sudden and p erh ap s 

u n d e s ir a b le  change some tim e in  th e  n e x t d e p re s s io n , f o r  

t h i s  re a s o n  and f o r  th e  re a so n  t h a t  we need what I t  has  to  

o f f e r ,  I  do n o t  h e s i t a t e  to  su g g e s t s o c ia l  In su ran ce  as  th e  

l o g i c a l  n e x t s te p  In  th e  s e a rc h  f o r  s o c ia l  s e c u r i t y .
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