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CHAPTER 1
INTRODUCTI QY
The MNeaning of Soclal Security.

When a complete or final history of the search for social
security is written, it is likely that the third decade of
the twentieth century will be regarded as the most fundamental
period of the entire movement. It 1s true that the movement
was old and established in meny parts of the world before
this fruitful era, it may even be true that other periods
will be far more fraught with accomplishment than this one.
Nevertheless there are certain phenomena that have developed
within this perlod that mark it as unique. These phenomena
are the development, under the economie pressure of the de-
pression, of a great numder of cure-alls for the economic
111s of man} and, what is llkely to be more important in the
long run, the achlevement of respectability of the social
security movement on this slde of the Atlantic,

Both of these things have a great measure of importance
in thelr effect upon the modern movement for soclal security.
Of course such characteristic third decade movements as
EPIC, Social Credilt, and the Townsend Flan are certainly not
the first panaceas ever evolved to cure the economic and

social misery of menkind, yet they are in a measure unique.

The pages of history are dy no means barren of other plans

wvhich are more or less like these in the fact that they
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represent a protest agalnst the prevalling system and show,
perhaps, the victims of our system blindly beating their
heads against the blank wall of the stetus quo dbut living

on the hope thi somehow thelr protest would be heard and that
conditions would be better as a result. Agaln these plans
are not new in that they demand fundamentel changes in the
pclitical aa well as the economic organization of the state,
Almost all such plans make the same demand., They are new

and ditrérent, however, In the seeming universality - at
least for & time - of thelr appeal and the political strength
vwhich they have been able to gather behind them -~ in spite

of the fact that most of thelr programs are financially and
economically impossible. Since thése various programs have
taken hold of the imagination of the people and since they
8tl1ll command a rather powerful political following, eny
study of the soclal security movement in our times must in-
clude them.,

The importance of the other phenomenon, the respectabil~
ity of the soclal security movement in general, can not be
over~emphasized. In the hectie twentles, it smacked of
treason to suggest that anything could be wrong with the
system as 1t existed and thaet there was any need for any
s8ocilal security program other than the one tlet each 1ndivid-
ual should deem wise or expedlent to provide for himself as
best he might., Thus the entire movement was felt to be the

N
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property of a few wild-eyed reds and plinko-phlilosophers who
were at best on the ocuter edges of respectabllity. The de~
pression then has at least given dignity as well as universal
appeal to thoss men and organizations who have for years
"fought the long fight™ under a slight cloud, or at least
under the susplcion of being wanting in patriotism. 1In fact,
one of the most effectlive erguments used against the soclal
security movement in the United States has been the plea that
the whole movement 1is "Un~American”™ and represents a "blind
inmitation of European remedies™ which do not fit the oondi=-
tions of American life at all.1 It has taken the events of
the past few years to show us thet perhaps Amerlcan arrogance
cculd benefit from the experience of Europe.

We have then, at the present time, many distinct and
seenmingly unrelated movements in the United States and
Canada all aiming at the same goal - the thing which we call
soclal security. All differ, perheps, as to Just mhat.is to
be done, what the exact program should be, and as to Jjust
what constitutes security. However they are all begotten
of the fact that 1nsecur1ty,-misery, and general helplessness
in the face of economlc uncertainty do exist, and in one way

or another all seek to reduce these thinzgs to a minimum.

1. I. M. Rubinow, Standards of Health Insurence {(New York,
1918), p. 1l. -
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Just wnat is meant then by social security? To the
Townsendite, it has come to mean a gratultous pension of
$200.00 a month to be spent within thirty days; to the re-
lief worker it may mean enough to eat and & place toc sleep
(for his “clients™, not for himself); to the insurance man

2

1t means the maintenance of income; to ths unemployed worke

man, it may mean - &8 has been s0 often and platitudinously
stated « "a Job not a dole".a In 1its superficlal aspects,
at least, social security may mean a great many things.
Nevertheless it should be possidle to arrive et some con-
clusion which would express the desires of all classes,

I. ¥. Rubinow in his book, The GQuest for Securlity,
come s very olcse to the core of the meaning of social secur~
ity when he discusses the hypothetical "American standard
of living":

"Enousrh food, fuel, clothins, and shelter
represants the physiologicel standard. To this
right of existence American democracy adds; the
right of enjoyment of 1life. That means food,
fuel, clothing, and shelter not only sufficlent
in quantity, bdbut also of sufficiently high
quality to make the enjJoyment of these goods
possible. It means opportunity for comfort,
recreation, education. It means also oprortunity
for participation in the life of the gmup., In
short "1t means oprortunity to enjloy 1ife. "%

2, Cariol C. Day, A Philosophy of Livins, (lilwaukee, 1934),
Pe 12,

S. 1o g. Rubinow, The Quest for Security, (New York, 1934),
P 56«

4., Ibid., p. 8.
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Proceading flom this as a base, wo may agree upon some
of the necessary elements of sescurity under ocur present
system. First of all, to a great majority of our population
security will mean a Jjob = since the day of the preponderance
of the individusl entrepreneur in America seems to have
passed with the frontier. Possession of a job must mean the
possession of a stendy ineome sufficlent to provide more
than the ordinary expenses of life. It i3 not enough to
provide a bere livinz under normazl circumstances. Before
there can be any real feelling of security, income must dbe
sufficlent to provide a reserve to teke ocare of possible
slckness or acceldent, and to provide for old age. Further
there must be reaconable assurance that the Job will last,
or that if it does not some provision for the periocd of un-
employment will be made., In short, there can be no feeling
of security unless there l1s assurance of proteetion - thru
the size of the income or otherwlse from the dlsasters of
sickness, accldent, old-age, unemployment, and death of the
wage earner. This would seem Lo be a larga order to be
placed upon the income of the worker, bt snything less than
this minimum 18 not sociel security. If this assurance can
not be gained from the income of the individual, then th:re
nust be some other machinery to provide the aasurance or
gecurity does not exist. It seems to be a pretty well
established fact that the income of the individual is not

N
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able to meet ell these strains, and for thet reason this
study of the search for social security by other means is

being mada,

The Need for a Sociesl Securlity Prosram Before 1929.
During the days of depression and even in this period

which we have called recovery (wlth heaven only knows how
many men still unemployed), 1t is customary to lock back
upon the period 1922--1929 with much the same reverencs feltd
by ancient knlghts in search of the Holy Grall. "There was
a time,”™ we are fond of sayling as we think back upon those
days of the "new economlc era®, the days when the land wes
flowing with milk and honey, when there was a ™car in every
garage and a chicken in every pot,™ when all of us had more
money than we knew what to do with, OSurely in those days
there was no suffering, no necessity of relief, no need of

& comprehensive plan for soc¢lilal security. VYe are in for a
dlatinet surprise when we put aside the rose-colored glasses
end survey conditions in the "prosperous twentles" as they
really were,

One of the greatest sources of pride and satisfaction
to Americans generally during the "prosperly era™ was the
high wage scale prevalling in thls country during that
period. It is true that during this perlod an unprecedented
thing happened « prices did not rise as repldly as wages, so

N
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that by the end of the decade real wages had actually in-

&

creaesed in terms of purchasing power. In the light of this

fact, we readily believed such optimlstic statements as the
idea proclaimed by & promlnent Harvard professor in 1925:

"eee Just what is going on in thlis country

at the present time? VWealth is not only lncreas-
ing at a rapid rate, dbut the wages of those we
formerly pitied are rising, laborers are becomlng
capitalists, and prosperity is becoming more and
more widely diffused. We are approaching equallty
of prosperity more rapidly than most people realizo...
fb are _on our way to becoming a nation of capltal-

sts,”

Near the end of the decade, 1928, a banker, Mr, Lewls E,
Pierson, chalrman of the board of the Americen Exchenge -~
Irving Trust Company, declared in an Interview:

"The people of America have more money than
they know what to do with.... Nearly everybody
in America has more money than he needs to live,..
There are more millionaires than ever before, but
there are fewer beggars... 1t ald come suddenly.
A dozen years ago we were comparatively poor.
Many of us, individually, were actually poor, in
distress and want. Today, in Ameriea, povertiy in
the true sense 18 practically unknown... Every~
body has money. It is the commonest thing thers
1s. You have it} your neighbors have it - more
money than you ever had before,."7

$. Abraham Epstein, Insecurity a Challense to Americs, 3rd
edition, (New York T9s6) pr §7 '

6. T. N. Carver, The Present Iocono Revolution in the
United States, 1920; quoted in Epstein, op. cit., p.
82‘83 .

7« Epsteln, cop. cit., p. 93,

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



Statements of this kind confronted us in almost every
peaper and magazine that we picked up. It dbecome almost a
religion with us that our economiec structure was certainly
a wage-eerner's paradise, What then were the true faots
concerning wages in this era of unprecedented prosperity?

A study of 44 budget estimates - made by such groups
as the U, S. Bureau of lLabor Statistics, the National
Industrial Conference Board (a leadinz employers' essocla~ .
tion), and the California Civil Service Commission, to
mention a few of the foremost groups conducting this work -
and a conmparison of the needs of the average working man's
famlly, as indicated by these estimates, with the actual
income of these same families reveals some startlinz things.
These budget estimates were made‘over the years 1920-1932,
and the average annual earnings of wage-workers for the
same years have been determined for purposes of comparison.
In the case of both the.budget estimates and the computation
of average Ilncome there may bde variation from the figures
reached,of course, Xt 182 natural that famlly needs should
vary sand that there should dbe differences according to
saction of the cuuntry considered. Nevertheless the com=-
pariesons and the figures reached can be accepted as beling

very close to average general condltions. It is scarcely

necessary here to quots all the figures and tables consldered;
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the conclusions rcachcd should be sufficient. These are sige-
nificant: when the average actuel earninzs in sll indus-
tries are compared with the minimum needs a=z determined by
the budget estimates, it 1s seen that in no year in the period
from 1920-28 did earnings equal 70 percent of requirements}
in only three years {1920, 1926, 1927) did earnings reach
more than 65 per cent of the minimumj while in three more
years (1923, 1924, 1925) they were between 60 snd 65 per cent.
In the depression yeers of 1921 and 1922 earnings were only
54 and $6 per cent respectively of the amounts needed for
the decent support of e ramily;e

In the light of thls knowledge 1t 1s easy to agree with
Mr. Epstein that:

"It is safe to conclude as a result of this

study that in the last decade only very few of our

workers have earned enough to maintain for theme

selves and thelr femillies a decent American standard

of living. Their averaga yeearly earnings have in

general fallen short, even in good times, and

during depresslons have rarsly exceeded cne-half,

of the necesssry amounts., They have rarely been

eble to meet fully the dagnby-day expensos of

decent living, let alone laying aside any savings

egalnst ralny days.”

But we are loath to have our dream so rudely shattered,
and we reply, "Bult everyone dld have work during the pros-

perous twenties; that 1s, everyone who wanted to work. Even

8. Abraham Epstein, Insecurity a Challenee to America, 3rd
Edition, {(New York), 1936), D« 97=-101,
s Ibld., p. 102,
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if wagea were not eo high as we thought they were, there was
at least no unemployment problem.® Let us now investigate
that bellief a little more closely.

Investigation almost immedlately reveals that "™unemploy-
ment is & chronic 11l of the present industriel system, ine-
stead of being merely a temporeary maladjustment. It perw
sists in good times as well as bad,"® In 1922 the Nationsl
Industriel Conference Board estimated that about 14 per cent
or 1,800,000 workers in the manufacturing and mechanical
industries were unemployed. In June, 1921, the proportion
of unemployed was as high as 25 per cent.ll The study of
unemployment in the non-agricultural pursults made by
DPr. Leo Volman for the Committee on Recent Economic Changes
shows some interesting things concerning the minimum uneme
ployment during the years 1920 to 1927, Hls study shows
that even in 1920, the year of maximum peace-time employment,
the minimum nunbexr of unemployed was 1,401,000 and in no
following year did it fall below that number. By 1927 the
minimom number of unemployed had risen to the flgure of
2,055,000,1% 1In April, 1929, before the Wall Street crash,

10, Abrsham Epstein, Igsecuri%x.g,Challange to America, 3rd
#dltion., {New York, 1936}, p. 191,

1. HNational Industirlal Conference Board, The Unemployment
Problem, Research Repart #43, Nov. 1921, p. 343 quoted
' in E%stein, op. cit., p. 192,
12. Leo volman in Recent Eeconomic Changes, 1922, p. 478
quoted in Epstein, ope cit., p. 192, P
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e study made in Philadelphia found 10.4 per cent of the wago-
earners 1dle in the familles surveyed., Three-fourths of
thess were unemployed due to the fact that they were unable
to £ind work of eny kind,}®

iiven though we are now and elweys have been in the
Unlted States lacking in any completely thorough and rellsable
figures on unemployment, the fitems 'quoted above should be
sufficient to show that the specoter of unemployment was conw
stantly before the working man even in our most prosperous
times, The myth that the working man could care for himself
through his savings, his insurance, hiz stock purchases in
the campany for which he worked, or that he would be cared
for by company wslfare plans or by private philanthropy in
case of unexpected daw}elopmnta has been ably exploded by
¥r, Abraham Epsteéin in his recent book, Insecurity &
Challenge to Amer;cg.14 In short, the American people de-~
luded themselves concerning their prosperity end thelr
security durinz the entire decade of the "prosperous twenties®
and they have clung to the illusion since, ¥Ye have slimply
tried to approach the actual reelities of the situation in
the materlial consldered thus far.,

13. U. 3. Bureau of Labor Statistlics, Soclel and Cceconomice
Character of Unemployment % Philadeiphia, April, 1929,
Bulletin /520, p p.,z 'Iv;!g'q"!u;“ote n Zpstein, op. ¢it., p. 193,

l4. Adbraham Epstein, Insecurity & Challenge to @e;[ca, srd
Edition, (New York), 1336, Dp. $=105.
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To sum up the matter as far as we've gone: the thing
the average citizen desires more than anything else in this
life 18 a feoeling of security for himself and family. Thus
far in our natlional 1life we heve never reached the point
where the great mass of the population could reasonably be
expected to have that feeling. Even in the periods known
to us as "good times™ the working c¢lasses have not had a
sufficient share of our national preosperity to place them
among the reasonably seocure. The question to be answered
then is: How ocen real social security bde achleved, or at
least how can inseocurity be reduced to a minimum? ' It is
the purpose of this work to present same of the answers

that have been offered to this all-important question.

~
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CHAPTER I1
THZ CGREAT DEPRESSION AND SOCIAL SECURITY

Changed Attitudss
With the coming of the depresslon there began to be a

8istinct change in the smug attitude with which the pleas
for the necessity of a well-balanced social security program
had alweys been regarded in this country. It did not take
very many months of unemployment, diatress,'and suffering
among the great mass of the wage-earners to shake thelr
falth in the assertion that this waes the "best of all possi-
ble worlds”, nor to convince them that as far &s they per-
sonally were concerned it was even doubiful that "American
economy is essentlally sound.™

Nevertheless, we 4ld have a determined effort on the
part of many of our financial and poclitical leaders to avoid
the facts =~ clear end indisputable as they were, 1In fact,
the days toward the close of the Hoover administration have
been aptly termed the “ostrich era”" due to the delibereate
attempt of our economi¢ and political leadership to close
the peoplet's eyes to the tragle seriousness of the situation,
and to cure the evil effects of depresaion by a policy of
Pollyanna propaganda.ls

¥hile 1t soon became apparent that the depression was

primarily a wege-earner's depression, it became equally

15, I. g. Rubinow, The Quest for Security, (New York, 1934),
Pe U204
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apparent that it was not limited to him, In epite of all
our sfforts to ignore the presence of the catastrophe, every
class in our economlie organization began to feel its effectis.
The number of incomes which amounted to over a million
dollers & year (there were over 500 in 1929) decreased alerm~
ingly, great fortunes dlsappeared, the proceeds of the
Federal incoms tax decreased by two«thirds in spite of
several increases in the tax rate.15 By 1830 over one-hslf
the active corporations reporting for income tax showed

deficits instead of profits, and in 1931 the corporations

of the country as a whole lost nearly three billion dollars.17

Banks and businesses failed, the bottom dropred out of the
stock and bond market, even real estate often proved to be
more of a lliability than an asset. Foreclosures and the

fallure of building and loan essoclations bdecame cormon ,18
Thus it became apparent thet the individual savings, invest-
ments, and the property owned were not sufficlent to provide

real security durlng this time of economle stress,

16, I. M. Rublnow, The Quest for Security, (New York, 1934),
P. 221-322,

17. U, S. Treasury Department, Preliminary Report, Statis-
E%ps of, In ome for 1931, p. 1l2; quota% in Epstein, op.
cit., po

18, Abraham Epatein nsecurity & Chellenge to America, 3rd
Edition, (New Yt.)rkl':' ToReT, o YAoTT o
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If pavingzs, investments, and the like feiled to weather
the storm, what d4id the Job do to provide sscurliy for the
individual? The ordinary worker to the number of some ten
to fifteen million found that uncmployment was & very real
thing at the time when he nceded a Job mozt, However, unem=
ployment was not eonfined to the masses alone by eny means,
Even the heads of largs eorporations found that they had no
security in thelr jJjot=z, Job sgencieas durinz depression were
overcrowded with former hicth-pald executlves and vice-presl-
dents looking for any sort of wcrk.lg In short, there was
security only for the comparatively few of tho very waealthy.
our economie¢ structure soon found 1tself dividad into three
groups; at one extrexe a minority which was able to go on
leading a life which was substeatially uvnchangsd from that
of normal times; at the other extrere, & much larger minority
in a condition of distress and destltution; and the majority
in between still cépable of kesping up a felrly normel stan-
dard and doinz s0, but doing 1t under the shadow of the
constant danger that they at any time might drift into tuae

class of the economically discarded.zo

¥hat happenaed to the rmuch vaunted American standard of
living under these conditions scarcely nced be mentioned.

With the stark fact of insecurlty at last admitted by all

chsses, we s8tlll had a few attempts to explain the situation

19. Zpstein, op. cit. p. 13,
20. Rublinow, op. git. p. 326=227,
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by such statements as the faoct that the depression was a
world-wide slump for which no one was responsible. Xnowledge
of this fact was dut cold satisfaction in the light of the
knowledge that our ndion which had so long had the blessings
of "rugged individualism” was apparently suffering more than
the nations'ot Europe with their ™"un-American”™ plans of
providing at least a minimum of soclal security. As stated

by Mrs Abraham Epstelin:

" ,ssAlthough the United States is the most self-
sustaining of all industrial nations, and the last
t0 be hit by the depression, it has descended to the
lowest depths of unemployment and distress in the
shortest space of time, All aveilable information
confirms the fact that the perecentage of unemployed
is hicher in the United States than in any other
nations It even exceeds that of Germeny, despite
the faet that we have been spared the devastations
of war, revolution, bdlockade, reparations and
dictatorship. Especislly significant is the con-
trast between the United States and Great Britein ..
Desplite all our advantages, the percentagze of in~
dustrial unemployment in the United States has been
practioally double the BEritish peak during the
entire fourth year of Ee depression and shows no
signs of diminishing.”

The mosat confusing thing about the entire situation to
the average American was the faet that insecurity and misery
were prevalent to a degree never dbefore experienced not as
a result of revolution, famine, or war, but at a time when

our countfy was surfeited with food and gooda.aa Ve were

21+ Abraham Epsteln, Insecurity a Challenge to Amerieca, 3rd
Edition, (New York, 19365, DPe 657,

22. 1Ibvla,
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starving because we had too much fcod; we were in rags be-
cause our industries had produced too much elothing. The
incidence of misery and want in a land of plenty dldn't make
sense, In the popular mind there was a sericus guestion as
to why insecurity should be rampant when the elements of
security were present in aﬁ over~abundance,

¥rom this state of confusion several dlstinet gains Iin
the search for social security were achieved in the form of
some definite idees which gradually took hold of the popular
mind and changed the attitude of all cleasses. First, we
ceased to regard our leading bankers, industriallsts, and
successful businesa men of normal times as supermen or demi=-
gods, and when they spcke we no longer believed thet we were
l1istening to the wolce of authorlty and wisdom. These leaders
had not only been unable to fomsee the coming of dlsaster,
but they had been unable to provide any plan to halt its
continuous and prOgressive'descent. The only cure they could
imagine was that provided by systematically ignoring the
fact that there was enything wrong, or to eattempt to soothe
everyone by radlating optimism.zs

The second gailn came in the reallzation by the men in
positions of economic leadershlp that there "c¢can be no welle

being for any soclety, whether it be capltalist or communist,

23, Abraham Epstein, Insecurity s Chellence to America, 3rd
° Edition, (New York, TOBeT 5 p‘&. S5o-o01
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24

without economio mess security.” The wealthy classes

finally realizsed that regardless of whatever mysterious
world causes there might be for the stoppage of lndustry
and the fall in wholesale and retall prices, that the
shrinkage of demand from en incereseing army of unemployed
was at least a contrldbutory cause. It was easy to realize,
then, that this lowered abllity to consume upon the part of
the masses and the resultant falling prices meant the dis~
appearance of profits in trade and manufascture, shrinkage
of professional incomes and of rental incomes and resl
estate values, and ruia for agrlﬁultura.a5 It was thils
realigation that has prompted statements like the following
from American business leaderss
"y studles, as you know, have forced me to

conclude that there can never azaln de lasting,

nationwlde prosperity until business in general

is organized to pay such higher wages that the

nasses of wage earners will dbe able to buy enough

of our industrial products to glve industry an

adequate market.+s¢ If I am wrong in that con-

elusion, howevcr% I want to know it, and 1£f I am

|

right I bellieve Egt business men genanlly will
want to know 1t,

&4. Abrehsam Epsteln, Insecurit Challen to Americs, 3rd
Edition, {(New YBrL'k, T956T, po oo, o= &

25, I. gé4ﬂubinow, The Quest for Securlty, (New York, 1934),
Ps »

26. Edward Albert Fllene, in an open letter to the United
States Chember of Commeree} quoted in Time, June 8, 1936.

LS
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A mere loss of confldence in old leaders and a reallzation
that security for the masses 1s a prerequisite to universal
prosperity would not alone have provided the bvasis for what
has happened in the past few years. The third great gain
was the demand that scmething be done about the situation.
There was a demand for real action from all sides, From
youth came ominous rumblingsi "Our characters have been
ruined by idleness..s we have less than full faith in the
iLmerican system;” "We have c¢lenched our fists againat our
elders and ocur rulers;™ "Youth will fight unlessa something
is done., We're not golng to starve to death Just because
we were born at en unfortunate moment."<’ From the aged,
the unemployed, the middle classes end the wealthy there was
a concerted demand for a plan, for action of some kind, that
would prevent a further descent into the depths of depress~
ion. This restless, secking force was demonstrated amply
in 1932 when the peoplé turned out the administration which
they had come to ldentify with the depression, and swept
the New Deal into office with the mandate to do something.
Almost over night the search for social security had come to
be 1dentified with the attempt to end the depression, and
the soclal security movement had at lest achieved respectablil-
ity. It was no longer the property of a few social wrkers

and university professorsi it was comaon property. This

27. Letters to letters; quoted in Time, June 8, 1936,
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complete change in attitude, so quickly, mede social seocurlity
a fad, end carried with it the dangers which always result
from fadism, 4As a result we find the movemﬁnt-ror security
now gomplicated by countless fada and nostrums, some of the

most important of which we shall review in this and the next

three chapters,

Minoy Nostrums and Panacegas.,.
From the beginning of the depresslon:countless schemes

to bring an end to thls sconomlo catastrophe -« and to furnish
some measure of soclal sscurlty for the future « were evolved.
These varled rfrom President Hoover's attempt to prevent une
emplpyment through a gentlemen's agreement with business to
all manner of plans calling for drastie changes in our politi-
| cal and economic structure, IMany of them found en early

grave in the waste dbasket of some editor or publle official,
while others « due elther to thelr sesulng reasonableness or
the color of thelr leading proponents =« enjoyed for a time a
wide public appeel.

Of all the early plens propounded to end the doepression
and provide securlty, Technoerscy took the firmest hold on
the popular imsginstion. In 1932, shortly after this newest

of panaceas had becn annocunced, the Literary Llgest was sble

to say!

"Technocracy 1s all the rage. All over the
country it is beinz talked %gout, explained, won-
dered at, pralsed, damnad,®<

B8, Literary Dizest, Dec. al, 1932, pPs 5.
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According to Howard Scoit, former enginecr and technielen
for the luse¢le Shoals Project and the moving spirit and lead-
ing prcephet of the movemont, the group responsidble for the
foundation of Teghnocracy weas organized in 1920, The original
group ineluded the late Charles Steinmetzs, eleotrical engine
eer of note, Thorstein Veblen, radic¢el sconomist, Dr, Richard
Tolman, Director of the Cslifornia Institute of Technology,
and other technologlats of promience., From 1931 through 1932
the headquarters of the group was the ocampus of Columbla
Universlty in New York, Eers, under the dirasgtion of Scott,
a group of engineers » reerulted mainly from the ranks of
the unemployed « worked on the main project of the movement,
known &8s the Energy Survey of Korth America. The entire
system proposed was based upon Seott's highly involved ard
complex "Theory of Energy Determinants.*2? Seott, in turn,
probably depended for the dasic elements of his thecries
upon the writings of Thorsten Vedblem and F, H, Soddy, a
British solentist .50

The major tenents of Technoceracy were threefold, First

29, VWayne W, Parrish L] Technoeracy, in New Outlook,
Nove 1932, D Y pa ia

30e. Allen Raymond, Technoeracy Offers Cure, in Current
History, Feb.’J. B3y Pe DR5-031. 2
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was the contention that wealth 18 the product of energy,
human or mecchanical, end that wealth should be meesured in
terms of energy units and not in terms of other commodities,
Seeond, the human element in the production of goods has be-
come, due to the machine pge, of steadlly decreasing impore
tance, with the result that the sotual share in production
18 no longer a Jjust measure of human rights to consume the
products of inlustry., Third, the price system has bacome
obsolete., Such a burden of debt has been aceunulated that
i1t 1s crushing soclety, preventing "industry from working
continuously at enything like capacity and preventing the
public generally from consuming what people could easily
obtain if the debt were invalideted and *energy' money sub-
stituted for the currency of gold and sllver .ok

Elaborating upon thelr second postulate, the Techno=
cerats predleted 25 mllllon unomployed by 1934 and gave fig-
ures to show that the nation's industries ocould never esgaln
be expected to absord our great army of unemployed, They
concluded, with indisputable logle, that as the machine ime
proves we come neerer and nearer to the eliminetion of all
human employment, The rgndamental causes of the depression,

therefore, were not pollitical but technological, since

31ls, Allen Raymond, Technoeracy Offers a Cure, in Current
History, Feb. 1933, p. 525 - 531,
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teehﬁology has advanced to the point where a relatively small
numbey of high speed machines can supply &ll of the wants of
& great number of persons, Thus we have the spectacle of
wlde~spread efforta to put men ¢to work vhen there isn't work
to be done and when machines are infinitely more efficlent
than hunean lebor smyway. Even these stataments could not
glve the complete pleture, sald the Technoerats, since indus-
try bad long since adopted the polley of selling cheap goods
in order to meke replecements necegsary, thus providing for
the continued operaticn of factories. In fact, “if industry,
with what 1t knows today, should sell to the Amerieen people
the best that 1t could produce, most factoriee would have to
be shut down for speriod of yeers” after only a few monthas
of capacity operatisnasa

Technooraoy's solution to our economic ills was &
drasti e change in our politiocal and economie structure calle
ing for a government controlled by engineers snd techniclans
and the complete abolition of our price system. The govern=
ment would operde industry for use and not for profit and the
quality of products would be limited only by the limite of
technical knowledge. The goods produced by industry would

32. Vvayne W. Parrish, Vhet is Technocracy, in New Outlook,
Nov. 1932, pe 13-18.,
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reach the individuel consumer through the exchange of "energy
certificates™ for the goods wanted. The goods themselves
would be rated or "priced" in the terms of the energy.ﬁnita
required to meke and distribute them, and weges would be
determined according to the same energy units, Thus the
*monetary®” system would be based upon en invarient unit
rather than our highly variable commodities of gold and silver,
The Tedhnoérata estimated that with industry thus being oper~
ated by trained technicians and machines being used to the
(11mit for the benefit of all the peopls "the emount of work
required to provide this nation with a much hischer stendard
of living would be much less than ﬁhe anount of work we have
had to do in the past under the price system.” The usual
figure used by the Technocrats for 1llustrative purposes was
the estimate that foux hours a day per working person for
four days a week would sufflce to produce a standard of
living for the Unlted Stetes ten times higher than that en-
Joyed in the peak year of prosperity, 1939.33
Thia philosophy immediately selzed the publioc fancy and
Technocracy became a fad., What a politically ambitiocus lesd~
er might have accomplished with such a weapon 18 problemati-
cal, but Howard Scott and his followers were not politicians.

While arousing tremendous interest and creating heated

33« Wayne W, Parrish, Technocrecy's Challense, in New
Outlook, Jan. 1943, p. 135-16,
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discussion throughout the entire country, the movenent re-
mained in the realm of the academic, Its immediate effect
upon conditions was therefore very slight. As one writer éex-
pressed the &8ltuation concerning Technocracy's chances of
brindng about any essentiel change in the system in the face
of the avowed political disinterest of the leaders;

*The price system has hobbled alongz now for

Than Gogmetic piomouncements that it most avdicate

to meke it do 8o+ There is little use dreaming

oo teuas of coehiRe Thene, gt TeRou con-

In spite of the laek of political "sex-aprsal” of the
movement, the lack of praeticallty of the leaders, and the
oxaggerated figures often arrived at in the studies published,
£t would be 4ifficult to dismise Technocracy as of no force
in the general movement for soo¢isl security. For one thing
Teohnociaey 414 ¢all serious attenticn to impoxtant defects
of our ecounomic set-up. HKven the moat violent critics of
it eonclusions found it very hard to disagree with the
general trends shown by 1ts figures, It 414 start people
thinking end brought home the fact thai technmologlecal uaem-
ployment msnrd ocur debtwcredlt atructure in this country could
not continue to be lgnored, In the words of the Cleveland

Press, Technoeracy helped bring the realizstion that:

S4. Yayne Telshzar, Tachnoeracy - An Aprrelsael, in North
Americen Review, Feb, 1933, P. 125,
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"We are not far from the date when shorter

hours throuchout indusitry, the dlversion of nmore

of the frults of tle indusiry to the workers,

unemployent insurance, old-ene pensions, some

kind of economic planning, scme kind of soclal 35

control of the Musiness cycle, are ixperetive.m

Later in point of time, and gmons the "lesser” nostruus,
perhaps, only due to the prorabure death of its lesding fig-
ure, was the Skare- Cur-%hWoalth movenont of the late Hucy P.
Long, Unlted States Senctor fromt ILoulsianas Thia novement
originated as the personal nachine of the Semator, and he
hed been to considzrable lime and effort prior to Lis
essessination to build it up =28 a force to be reckcned'with
in netional politics in 1236, Starting from the "tight
little empire"™ he had built for himeself in Louisiens, Senator
Long and his organizer, Reverend Gerald L. Ko Smith, and Lis
largs secretarisl etalf ;n Yashington had gone a longzg way
towerd extending the Eﬁara—Our—Wéalth movement to the cther
states, The movoment wes publicized byumeeans of the radio,
clrculars, letters, and "specking Jaunts™ of seversl orgen-
$zers,°8

The process of organizetlon was simple. Cluta were
formed wherever poscsidble » & stimulus to orzanizetion work
being found in the fact that ti13 organizer ¢f a local cludb

could easily becoma clud presllent. Anyone ecouvld joing

<O« Cloveland Prezs quoted in Litcrary Dizest, Dec. &1, 1832,

Pe go , .
386, Time, April 1, 1935, p. 15-17.
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there were no membership requlrements, no dues. Prospective

menmbers simply signed and turned im a card bearing the

legend "Share-Our-Wealth ~ Every lau a King.” Theg were then

kept supp:ied with the literature of the organization and

with weekly coples of Eyey's mazazine, zgg_éggxiggg,ggggress.sv
The program of the organization was simple, The plat~

form as stated in the pamphlet gliven each new member stated

that the purposes of the movement werej

*1. To limit poverty by providing that every
degerving femily shell share in the wealth of
America:rfor not less then one-~third of the average
wealth, thereby to possess not less than §5,000
free olf debt,

"2+ To 1limlt fortunes to such few million
dollars as will allow the balance of the American
f:oPlQ to share in the wealth end profits of the

nd,

"3, 0ld~age pensiona of {30 & month to persons
over sixty ysars of age who 40 not earn as much as
£1600 per ysar or who possess less than §10,000 in
cash or property, theredy to remove from the fleld
of labor in times of unemploynent those who have
contributed their share to the pudbllio service,

' 4, 70 limit the hours of work to such an
extent as to prevent over-production and to give
the workers of Awerfica scme shers in the recreations,
conveniences, and luxuries of life.

S, To ﬁalance egrioultural produaticon with
what can be 80ld and consumed according to the laws
of CGod, which have naver falled,

*"6s To care for the veterans of our wars,

"7, Taxation to run the goverrnment to be supported,
firast, by redueing big fortunes from the top, theredy
to improve the country and provide amploymen% in
pudblio works whenever agricultural surplus is such as
to render unnecessary, in whole or in pert, any

37. Eodding Certer, Eow Comes I'ney lonz, in Neow Republie,
Feb, 13, 1935, p, 1l-1ds -
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particuler crop."38

This platform as amplified from time to time by Senator Long
eame to include the promise of a job with an income of $2500
yearly, a home, a radio, and an automoblle for every famlly
in the country. A college education was to be given to
every child who could prove by an intelligence test that he
deserved it. I1If neceszary, all expenses of the college edu-
cation would be paid by the government, since "if men in the
ermy can be fed, boarded, and clothed whlle we teach them
how to kill, we can do as much for our best minds while they
are being trained to 1110."39

The simplicity of the program to be furthered dld not,
a8 one eritic aptly suggests, imply olarlty.4° Huey, being
the politiclan and the demagogue that he was, dld not in-
tend to convey anything specific in his suggestions. He in-
tended to convey to the unhap -y lower classes only the fact
that he believed in & new soclal order in which the minimum
of poverty would be drastically ralsed, the rich somehow to
foot the bill through a capital levy.4l

38. C. W. Swing, The Menace of Huey Long, in Nation, Jen.

5o, 23 1933, p. $8-100. ’

9. Gerald L. K. Smith, How Come Huey Long, in New Republic
Teb. 13, 1935, p. is. — ’

40. Hodding Certer, How Come Huey longz, in New Republie,
Feb, 13, 1935, p. 1l-14. S

41. Swing, op. c¢cit., p. 98«100,
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To the educated classes this Share-Our-Wealth philoso-
phy hed no appeal, and the appeal of Senator lLong himself
was deoidedly negative, Even the archeliberal New Republic
could find no word of pralise for Loulglena's dlotetor in the
field of leadership in the social security movement, The
eriticisms of this magazine perhaps best sum up the feelling
of the more intelligent toward the entire program:

1, The proposed capital levy would fall to provide
the $5000 estate and the proposed minimum wage. No
figures were sver produced to show that such a levy
could accomplish more than a small fractlon of what
would be expected from it.

2, Senator Long is an extremely ignoreant man from an
economiec point of view. Evidence of this 1is shown
in the fac¢t that he apparently failed to realize the
impossibility of dlviding property for the purpose
of his capital levy, and that the value of industrial
property lies in its use,

3. Furthermore, his sincerity is extremely doubtful.
All evidence points to a demsgogue making polltical
capital of economic misery and erousing false hopes
that he could not and would not intend to rfulfrill,
4. Agaln the record 1s against Senator Long. He has
completely flouted democratic processes of all kinds
in lLoulsiana.

S, Ho 18 essentially a dangerous man from a liberal
point of view and with a great national machine be-
hind him would be & possible and prob%ble speerhead
of national facism end dictatorship.%

Neverthelesa in splte of the fact that the enlightensd
classes the country over heartily subscribed to this view,
Huey's organization grew to an estimated membership of about
five mlllion within a few months, and some estimators felt
that he might have been able to poll ten million votes in

42, New Republlic, March 20, 1935, p. 146-147,
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case he should run for president in 1936 « sufficient strength

to give him a very definite nulsance value in the ngﬁional

politlical arena. Many of the nation's leaders privately ad-

mitted that the prospeet of what Huey might bulld up im the

way of political strength by 1940 gave them the "jittera”,

Thousands of people in the United States must have heaved

sighs of rslief when he was removed from the scene.43
Now the question 1s: c¢ould 1t bde possible that a move-

ment lead by a demagogue, 8 man whose insincerity was all

too apparent, a movement which appesled to class antagonism

and prejudice, a movement which had no sound economle founda-

tion, and which appealed only to the poorly educated and the

illiterate ~ could such a movement possidbly meke any contri-

bution to the movement for scoclal security? Agelin we find

it difficult to push the entire movement aside as something

of no value, The value of Huey' Long's movement lies in the

fact that this, like Technocracy, has helped to call the

attention of all classes to the fact that our system can

stand plenty of reforming. Furthermore, the growth of this

movement indlcated rather forcefully that all of the pecple

did not intend to walt 1dly or to suffer in silence until

some happy. acéident resulted in some attentlion belng given

to the fact that there ¢an be no real prosperity until)l mass

security 1s established. The existence of a highly inflammable

political element in our society was clearly revealed,

43, Time, April 1, 1935, p. 15-17.
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Huey Lonz should serve aes a warning to our industiial leaders
and to our statesmsn « a warning of vhat e skillful and
clever "rabble-rouser” might be expected to‘aeoomplish. To
the extent that the Share-0Our~Wealth movement has stimulated
the detormination of all classes to remove the very basis.of
such movements ~ lnsecurity and misery among the masses « to

that extent has it been a gain in the search for social
securlity.
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CHAPTER I1X
UPTON SINCLAIR AND EPIC
History of the Movement

In California in 1933 began one of the most spectaculer
attenmpts to "do scmething™ about the depression and to achleve
permanent security for that portion of the people who had
always known the greatest degree of imnsecurity. In that year
Upton Sinclair launched hils campalgn for the governorshlp of
California and with it his EPIC {End Poverty in California)
plan. Since Upton Sinclalr was, asnd still is, the gulding
spirit of this movement, a short review of his career should
precede, perhaps, eny discussion of his plaen.

Upton Sinclelr has been & life-long Soclalist although
he was born into a conventional Southern femily. XHe has
lived by his pen all his life, having begun his career as an
author at the esge of sixteen, He has been one of our most
Prolifie American esuthors, having written forty-nine books
(forty-two still in print), a number of plays, and countless
pamphlets and articles, He is often called the best selling
and most widely read American author in Europe. His novel,
The Jungle, shares with Harriet Beecher Stowe's Uncle Tom's
ggggg,the distinction of being the only Unlted States novels
to have changed the course of history. Most of his life he
has been working or wri@ing in some "cause" or another. Since

moving to Callfornia in 1915, he has run for governor twice
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and United Stateé Senatoyr once on the Socialist ticket. By
1933 he had decided that he was not gettiﬁg enywhere with
his "causes™ as a Soclalist, =0 he declded to try to make
progress by taking over the Democratlie party for his work.
Therefore he announced his candidaoy for the Democratic
gubernatorial nomination, and presented his EPIC plean in a
little book called, I, Covernor of California and How I
Ended Poverty, a year bdefore the primarices were to take
place in 1934 ,44

For many years it had been Upton Sinclair®s bdelief that
‘*"the condition of the mass of workers in the United States
has been getting slowly but steadlly worse for the past
thirty-rive years™, and at the same time that these poor
were getting poorer, the rich were getting richer. Further
he was certain that the real csuses of poverty were to be
found, not in naturael economic processes, dut in the "actions
of men'.45
The actions of men which have made poverty in America,
he proclaimed, have been: First, our beanking system ("the
American banking system 18 the most perfect contrivance yet
devised by the human brain for making the rich richer and the

poor poorer®)j second, the protective tariff ("the protective

44, Time’ Oet. 22. 1954. P. 13-16,
45. Uptonlginclair, Letters to Judd (Pasadena, 1933),
Pe. 8-10,
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teriff in the past thirty-five years has reduced the real
wages of the American workingman by five per ecent®)j thlrd,
corrupt influence of American business interests upon govern-
ment {™"not only do they rod you; they make you want to be .
robbed, and they mske you pay them for teaching you to went
to be robdbed™)} fourth, privileges grented to large interests
by the courts at the expenss of labor ("every time an ex-
corporation lawyer on the benoh issues an injunetion which
smashes a striks, he is reducing the average real weges of
the workers of Amsrica")j fifth, the waste iuherent in an
industrial system operated for profit ("the existence of
American industry depends upon our selling cotton shirts to
Chinsmen, who are so pocor they can't afford but one shirt at
a timen) .46

Unemployment he regards as s disease of the profit sys-
tem, incurable under that system™, In his definition of
"hard times"™ he indliects our system even more bitterly:

"Hard times are tenant farmers starving be=

cause they have raised too much food! Hard times

are weavers in rags, because they have made too

much e¢lothing! Hard times are carpenters home=-

less, because they have bullt tco many housest

Heard times are workingmen who have finished making

the world for thelr masters, and are ordered to

move on to some other planet $"47

These being the beliefs whioh Sinclalr had held ell his

life, and these being the conditions which he had always

46. Upton Sinclair, Letters to Judd (Pesadena, 1933) p.Io-42
47. Ibid.' po " .a
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fought to eliminate, it was natural that there should be
nothing new in his EPIC plan, Everything in it may be found,
repeated many times, in his other writings. The novelty lay

simply in the facet that he had set out to "capture the Demo=-

cratic primaries and use en 0ld party for a new job."48

Otherwise his plan was simply an announcement of what he
would do, if given the opportunity to correet the 1lls which
beset the system = the ills which were caused by "the actlons
of men,"

A8 = basia for the plan announced twelve principles
were announced. These were simply general statements and
from these the detalls of the method of ending poverty were
evolved. The twelve principles of EPIC:

"l. God created the naturasl wealth of the earth
for the use of ell men, not & few,

"2. God created men to seek their own welfare,
not that of masters,

"3, Private ownershlp of tools, & basis of
freedom when tools are simple, becomes a basis of
enslavement when tools are complex.

"4, Autocracy in industry cannot exist alongside
democracy in government.

"S5, When some men live without worklag, other
men are working without living.

"6, The existence of luxury in the presence of
poverty and d:zstitution is contrary to good morals
and sound public polliey.

"?7. The present depression 1s one of abundance,
not scarcity.

"8. The cause of the trouble is that a small
class has the wealth, whlile the rest have the debts,
"9, It is contrary to common sense that men
should starve because they have ralsed too much food,

48, Sinclalr, I, Governor of California and How I inded

Poverty in Califbrnia: A True Story of the Future
{Los Angeles, 1954), front cover.
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"'nl0. The destruction of food or other wealth,
or the limitation of production is economis insanity.
*1l. The remedy is to glve the workers access to
the means of production, and let them produce for
themselves, not for others.
"12. This change cesn be brought about by aetion
of a %Jority of the people, and that is the American
way."
Briefly, the EPIC program could be summed up as a propos-
al to take the unemployed of the state of California, and
put them on the land which was being taken by the state for
taxes, or the land upon which mortgages were being foreclosed.
The se unemployed would then de supplied with tools, machin-
ory, seed, and so on, end allowed to produce their own rood,
as much of it as possible « production deing for use and not
for profit. Realizing that all the unemployed were by no
means farmers, nor could they very easilly have been mde
into farmers, EPIC proposed to supplement the land colony
angle of the program by dbuying or leasing factories and other
producing plants which were 1dle or belng operated at a loss.
Here the unemployed would bde allowed to produce other
necessities of life to de exchanged for the food produced in
the land colonies. The state would provide the money to
start these enterprises and would assume the management until
such time as esach enterprise had pald for itself} then the

enterprise would bdecome the property of the workers. The

49. Sinelalr, I, Governor of California and How I Ended
Povert %Q.Cal fornia: A True Story of the Tuture
(Ios Angeles, 1954), page 10.
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state would alsoprovide a system of serip or certificates of
exchange of some sort to facllitate the exchange of products
among the verious parts of the system. These certificates
would represent goods produced, and each worker would be
pald in the same type of certificates, according to his share
in production. Certiricates would de cancelled once they
had been exchanged for gocds at one of the central stations
set up to serve as centers of exchange of "stores™., A
California Authority for Land (CAL) would be set up to
acquire land, establish colonies, erect bulldings, open
stores, and conduct all business operations for the land
colonies., The manufacturing cnd of the enterprise would be
in the hands of the California Authority for Produetion
(CAP), and the financing of both Cal and Cap would be handled
by the Cealifornia Authority for Money (CAM), This organiza-
tion would issue serip to exchanga for the various services
md goods produced by Cal and Cap, issue bonds to finance
the buying up of land and factories, and conduct all financing
operations in general.so

Sinclair felt that with such a plan in operation, and

that with all the workers producing for use snd not for

50, Sinclair Gov of Californie and How I Znded
Povert in Cal ;ornia. T A irue Storz of the Future
{Los Angeles, 1934), p. 21«22,
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prorit, with the resulting increase ln the amount of goocds
owned by each worker as a result of his labdbor, it would be

a matter of only a short time until the system had not only
absorbed the unemployed, dbut until 1t would be forced to ex-
pand to include thousands of workers from industry who were
clamoring to be admitted to the system, Eventually, he felt,
even the capitalist classes would be forced intc the system,
due to the factsthat: the depression had become permanent
for the profié systemj ladbor was scarce since the :PIC sys-
tem ortered&aai security to the worker who had glways been
insecure in the industrial set-up of the profit system;
private industry gould not compete with EPIC} increased tax-
ation upon private industry; desire for the security fur-
nished the other classes by adherence to EPIC. Then com=
Plete government ownershlp would be amachieved and the state
could promise permanent security to every member of soclety.
There would be no danger of overproduction through operation
of facteories, farms, and the like at full capacity, since
now when a surplus was produced, the workers would own the
surplus and could tseke a vacation instead of being cut of a
Job as under the old system., Fach worker was to feel free
to work at the Job for whichl® was best fitted and to be the
Judge of how much work he needed to do. The only compulsion
upoh the workers was the demand that all the able bodied must
produce something of equal value to the goods he received for
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his laborss In other words, every one must works. Lelsure
time would be increased through the operation of industry at
full capacity of the benefit of those who ladored « the
estimate, like that of Technocracy, was that fdur hours a

day would be sufficient labor to produce a standeaerd of living
for everyone far above the highest that any of the working
¢lasses had ever known.s;

Estadblishment of CAL, CAP, and CAM and the blessings
that were to follow was only part of the legislative program
which EPIC called for. Nine other planks in the Sinclalr
platfom called for legislatlive enactments designed to fur-
ther the system he hoped to set up or to put heavier burdens
of taxation upon the profit system. The remainder of the

EPIC plan follows:

"An act of the legislature repealing the present
sales tax, which 18 a tax on poverty, end substituting
ah:ax on stock transfers at the ratefor 4 cents per
8 Ire.

"An act of the leglslature providing for a state
income tax, beginning with incomes of §$5000 end steeply
graduated until incomes of $50,000 would pay a 30% tax.

"An increaso in the State inheritance tax, steeply
graduated and applying to all property in the state re~
gerdless of where the owner may reside., This law would
take 50% of sums above $50,000 begqueathed to any indi-
vidual and 50% of sums about $250,000 bequeathed by any
individual, .

"A law increasing the taxes on privately owned
public utility corporations and bvanks,

A constitutional amendment revising the tax code
of the State, providing that clities and counties shall

exonpt from taxation all hoPés occupled by the owners
and ranches cultivated by the owners, wherever the

m.q 92. ¢ t'. p. 58"‘“620
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assessed valuation of such homes £8 less than $3000.
Upon properties assessed at more than $5000 there
will be a tax increase of one-half of one per cent
for each $5000 of additional aassessed valuatlon.,

A constitutional amendment providing for a
state land tax upon unimproved building land which
is not under cultivation. The first $1000 of assessed
valuation to be exempt, and the tax to be graduated
ageording to the value of land held by the individual,
Provision to be nade for & state building loan fund
for those who wish to ereot homes,

A law providing for the payment of a pension of
$50 per month to every nsedy person over sixty years
of sge who has lived in the State of California three
years prior to tho date of the coming into effeet of
this law,

A law providing for the payment of £50 per month
to all persons who are blind, or who by medical exam~-
ination are proved to be physically unsble to earn a
living; these persons also having been residents of
the State for throee years.

A pension of $50 per month to all vWidowed women
who have dependent c¢hildren; if the children are more
than two in number, the pension to be increased by
$25 per month for eaoch additional child, These a%go
to have been residents three years in the State,™

With this plan 80 highly reminiscent of the Utoplan Social-
ists of a century ago, Upton Sinclalr c¢hanged his reglstrae
tion from the Sociamlist to the Democratic party end set out
& year ahead of time to capture, in the primaries, "an o0ld
party for a new purpose.,”

EPIC In Politics.

¥hen Sinclair first announced his candidacy, he and his
program were a Jjoke to the regular politiclans. He made no
attempt to tie up with the Demoeratic machine which pooh-

poohed him as a theoretical novice., They soon found, to their

52. Sinclair, op. eit., back cover,
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dismay, that ha was theoreticel but that he was certainly no
novica.53 He had the backing of no organization or maechlne,
he hed no "warohest®” from which to draw campaign funds. He
financed his eampalgn by sellling his book, I, Governor of
California and How I Epnded Poverty at twenty cents a copy end
by chargzing twenty-~five cents admission to most of his meet-
ings, Politielians laughed at such unorthodox campalgning,
but even wlithout barkers to ballyhoo his meetings he was soon
drawing greater erowds than any other candidats.54

Sinclair's program included putting a full slate of
candidates into the rleld, and EPIC clubs wcre organized all
over the state to take care of this and other campaign
activities. The movement haed seiged the imagination and
fired the hopes of the less fortunate classes all over the
state, The number of c¢lubs reached about 1000 snd the mem-
bership grew by leeps and bounds, The I, Governor pamphlet

55

sold about a quarter of a million copies, Sinclalyr pubd-

lished other pamphlets, EPIC Answers and Immediete ZPIC,
which circulated{SO,ooo and 15,000 coples respectivoly.56
His EPIC News reached a weekly clrculation of 175,000 copies.57

53. gigg, Oct. 22, 1934, p. 13.

54 Sept. 3, 1934, p. 18
. TIme Oct. 22’ 1934 p. 13

56. Sinclair, The Lie Factory Starts (Los Angeles, 1934),
back cover,
57. Time, Sept. 3, 1934, p. 18.
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Straw polls held throughout the state showed him to be easily
the leading candéldate. Callfornla conservatives began to
get the Jitters, and politicians stopped laughing and bvegan
to realize that it would be e very difficult Jjob to block
Sinclair's nomination cn the Democratie tickot.ss

In the field agalnst Sindair were seven Democratie
party hacks and pdltical non-entities, and by the time
Democratie boss, Senator Willlam Gibbs liocAdoo, rushed George
Creel, wartime Chief of Propeganda, into the campaign to
bring the number seeking the gubernatorial nomination to
nine, 1t was too late, The EPIC movement had gathered too
mich momentum to be stoppeds Even violent attacks in the
newspapers and a vicious whispering campaignsg failed to stop
the rush to get on the Sinclalir bandwagon. At the primary
eleotion in August 1934, the total Democratic reglstration
in Californlia outnumbered the Republican for the first tine
in nearly sixty years. Sinc¢lalr trouncad'crgelbe nearly
150,000 votes to win the nomination., Further, he had re-
ceived a majority over the 6omb1ned vote of his eight oppon-
ents, and had polled the largest Democratic primary vote of

any candldate in California history.ao

58, Time, Sept. 3, 1934, p. 18.

59. Sinelalr, The Lie TFactory Starts {Los Angeles, 1934)
P 1.““64. '

60. Time, Oot. 22, 1934, pe. 13.
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o politiclen since William Jennings Bryan had so horri-
fied and outraged the Vested Interests,el end agalinst him in
the general olecstion "was massed ell the fire and fury of &
thoroughly frightened oconservative eloctcrate.'62 The oppo-
sltion to Sinclalir and EPIC was focused upon the Republlean
nominee, soting governor Frank F, lerriam, He has been
characterized as a "small-bore politielan™, & political hack,

3

and a man of little ablility or personal appeal.6 Since

there was little insplration or leadership to be expected
from the Republican candi@ate, the oampaign became entirely
a "stop-Sinelalr movement™ based upon the personality of
the Demoeratie candidate and the progremviich he advocated.
Eventually this negzative campalizn began to de centered enw
tir?ly upon the eandidate, and bdbeyond the general statement
that EPIC was economically unsound and finanelally impossi«
ble and that 1t would ruin private enterprise, little atten~
tion was pald to discrediting the movement, but a great deal
of effort was spent to discredlt the leader,

Nor was the type of appeal made by Sinclair and his
organization caleulated to allay the bittermess of the came .
paign. Although the EPIC program was modified to some extent

61, Time, Oot, 32, 1934, ps 13,
62, Time, Nov, 12, 1934, p. 15,
63. Time, OCot. 23, 1934, D. 15,
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(Main modifications: proposed dbond lssue to buy up land to

be poatponed and replacedby a heavy levy npon utilitiea and
large corporations and upon unusaed lend to provide immediate

revenue; factories to be leased for a trial period of three
years, then a vote to be taken upon the question of continuing
EPIG¢54), there was never any doudbt that EPIC was intended

‘as the end of private industry, there was noever any doudt
that vtilities and many other privately ownsd enterprises
would be taxzed into bankruptey - and thus into the control
of the state ~ by any EPIQ controlled government. Further,
the frightened conservatlve classes felt that Sineclalr was
appealing to ¢lass prejudlece and fomenting elass struggle in
the type of appeal he was making in his speeches and in his
pamphlets, They were convinced that no stone must bde left
unturned to defeat EPIC when they read utterances like the

following:

*"Cur program was carefully drawn to separate the
state into two parties., We ask for the vote of every
homeowner and ranch owner in Californle wiose propsriy
is assessed at leas than $3000., We offer such per=-
sons exerptions from all taxegissee Wo ask for the
votes of every person in California who has suffered
from the infemocus sales tax, a trick device to take
the pennies of the poor without their knowing it. We
ask rfor the vote of all unemployed men end women in
the states of Californla. There are cloae to a million
of thege, end we offer them decent Jjobs which will pay
them a living at once, and comfort very shortly. Ve
ask for the votes of all relatives of unemployed persons.,
ssseVe ask for the votes of all persons in Californla
over the age of sixty who are dependent upon their
labor or cherity for thelr livinge..se. for the votes of

64, Sinclalr, Imnediate EPIC (Loa Angeles, 1934), pe. 1=35.
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all widowsd mothers, and of the blind and helpless,

promising them the relief which a civilized soclety

owas them. Finally, we ask for the votes of all~we
who would be happler with comfort and safety than
they are with luxury in a world of parasitism, greed

and strife. These various elements constitute 95%

of our voters, and 1t ias purelz a uestion of getting

them to understand thelr true interests, That 18 the

one taski it has always besn the task, since the
clever fow rirsgssuooeedad in harnessing the meny to

.their eservice."

From the first EPIC was forceed to fight agalinst overe-
whelming odds, The oconservatives ralsed a cempaign fund
estimated at from one to two million dollars and enlisted
the ®0l11d support of the California presaasﬁ Early in the
campalgn Sinclair was dltched by George Creel whom he had
dsfeated in the Democratic primary. Shortly afterwards, the
Roosevely Adminlgtration, embarrassed by Sinclalr's Soclel-
ian et a time when the Administration's leftist tendencies
were being soft-pedaled, cast him adrift, Promlnent conw
servative Democrats announced toc the publie thet they were
bolting tho'party beceuse "Sinolair's program 1s nothing
more than a contest of the unemployed against the employed,"S?

Around Los Angeles and vieinity, erea of greatest EPIC
strength, the moet ruthless antl-Sinclalr activity was

carried on, Three bYig Los Angeles papera formed a united

65, &Sineclalr, I, Governor, pe. 37+38.
66. 1.11!9 ] Oﬁt [ ] 23. 1934' pO 15.
67. Time' Nove. 12' 1934’ P 15«
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front against ths mnvement andéd stepped reporting news of

EPIC or ita sponsors A flood of news-photographs was re-
leased to prove that IPIC was lurlnz en erny of bums to
California. The euthenticity of many of thoze were very
quaestionadle - one Los Angeles paper goling so far as to

print a pleture whioh moving pleture patrons were able to
fdentify es a "stlll"” from Warner Brothers® Wild Boys of,
the Roand. Pamphlets acousing Sinolalr of evorything imegine
able descended upon lLos Angeles county in a vertiable bdlizz-
ard; piletures, elroculers, Cormunist endorsements were fexed,®8
Yany businessmen sent theiyr employees out to regilster for

the genersl election with the understanding that if they
balloted for Sineclair on election day they were voting

thelir Jodbs awuy.sg Intimidation,{alander. vituperation

ware used to an extent seldom seen in a political campaign

in the United States, &mall wonder that one newswriter oould
report that: ™The Stop Einclair movement has become a
phobla, lacking humor, felrness, snd even a sense of reale
ity.'vo Carbled quotations from Sinclelr's works, especlally

The Prcfits of Relipion, were used to frighten the voters,
he was asocused of athelsm, Communism, free love cultism, and

63, TIime, Fov. 12, 1934, p. 135,
69, Time, Oct, 22, 1934, p. 15.
70, Max Stern quoted in Time, Nov. 12, 1934, p. 15,
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every other "ism"™ that could be devised by the ingenuity of
¥is opponents to frighten or bewllder his supporterSa?l

By the time election day came, the months of conserva-
tive propaganda had 4one their work and the result was a
foregone conc¢lusion, Merriam was elected with a total of
1,138,000 votes to Sinclalr's 679,000.’2 Nevertheless, EPIC
bad made an amazing showlng, bucking as 1% had the Republican
party elmost in its entirety end the conservative and proper-
tied elements of both parties, Furthermore, no Demacratlic
candidate for governor of California had eome so close to

being elected for a period of half a century.’>

EPIC in the Future.

The California elegtion, bdeing the kind of contest that
1t was, had attracted a tremendous amount of attention |
throughout the nation. After EPIC's astounding suecess in
the primary elections, the movement began to spread to other
states and c¢lubs dbegan to grow up all over the country. In
a radio speach the night of his defeat the EPIC founder
announced his intentionr of eontinuing the work and carrying

the organization Into every state in the union.?4 Shortly

71. Sineclalir, Ye, People of Amerlca and How We £nded Poverty,
(Pasedena, 1038 Ds B0 —

72 Ibid., P 10.
73. Ibid., DP. 20.
—74t Ibidb. Pn 10‘
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afterward e new pamphlet, We, People of America end How Ve
Encded FPoverty, was publlished in which he outlined a plan

for a nationgl EPIC. As in California the Democratic party
was to be captured for the purpose rather than trust to the
formation of a third party. HNaturally, the movement suffered
a set-baok with the loas of the eleotion in Calirornia and
a latar defeat in the Los Angeles municipal elections, Noeve
ertheless some succesa in a political way has been achieved
in Callifornia where the EPIC group holds the balance of
|power in the Assembly of the State legislature.’d 1In
isolated lnstances throughout the ecountry, XPIC 1s a somewhad
potent political forece.

In the lizht of this knowledge it 1s not altogether
safe to 4qiscuunt the future of EPIC entirely, although we
are forced to admit that it has long since receded from its
high water mark, Nevertheless, it is entirely possible that
we shall hear from 1t agaln, Just as 1t 4s almost certain
that we shall continue to hear from the irrepressible Upton
Sinclair. '

What, if any, contribution has EPIC made to the search
for soclel security? If woe cen't "love it for the enemies
1t has made™, wo can at least hope to profit by the miatekes
it has mada. <Sinclair hinself was fond of the quotation;

YS. Time, May 20, 1935, De 17.

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



49,

"Don't try to split the log by driving the blunt edge in-
astead of the sherp edgs of the wedgo Into 1t." Yet that
seems to be ths blg trouble with EPIC, It will always be
very airficult to adopt 8 social security program whieh
frightens a great part of the people. IFIC demanded a
change in our politiecal end economic structure, eand while
it is prodbable that a change would be considered daéirable
in many ways, the soglal security program that achieves
success 18 provably golng to have to accept the systen very
nearly as it is., The way out of our difficultiess may or
may not lie in such a plan as EPIC, but even though that
should be our solution we wonld find it almost impossidle
to go from here to there in one jJump, The contridution of
EPIC to moclal security, then, 1s probably the lesson that
it will be necessary to "go eshead slowly"; that we must
rfirst make every possidle effort to reform the weaknesses
of the systen as we find 1t rather than seeking to substl-
tute something new which will be feared because it 18 new
and untried, In other words, we may arrive at fundamental
changes through evolutionary methods, bdbut we have become
dominated by semi~conservative thought which shies at re-
volution. |

It would be impossible to leave Upton Sineclair without
a few general observations derived from the reading of his
works and from the study of the events of his campalgn,

First, 1t 1s very unlikely thet any unblased reader could
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read his plan and his program without being impressed dy his
tremendous sincerity, regerdless of what the opinion of the
econoumlc foasidility of hls program might be, Second, the
type of campalgn that was waged against him, and the siren-
uous, almost rrantle efforts that were made to defeat him,
are very apt to leave the impression with many observers
that there might be a great dsal of truth in his sssertion
during the eampalign that his enemies were not afraid that
his plan would fall in the event of his electioni the thing
that they reslly feared was that it would succeed, Third,
that regardless of Sinclalr's political beliefs and hia
probable oourse of aetion, California might de suspeeted of
having bitten off its nose to splte its face in eleoting a
man of the Merriam type to the governorship rather than to
; sllow Sinclaeir to hold the office. This last observation
is not my unsupported opinion. I quote from the San Fran-
elsco Argonaut which was one of the staunchest Merrian
supporters during the campalgn:
®*Would Upton Sinelalr have done worse in the
Tt may weil be doubted. He might sven have domo.
better, for he has an atom or two of genius in his
composition while all one can discern in Merriam is
cobwedbs in Aan empty skull., Heaven hhlp us before

ws perish from thg folly of having chosen such a
man as governoxr}n/0

76 San Franeisco Argonaut quoted in Time, lay 20, 1935
.——p " 17.———-}-—.- —-—g-—-‘—-. it ¥ ’ L4
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CHAPTIR IV
S0CIAL CORIDIT

Major Pouzlas gnd fis Teachings

Soelel Credit was produced to cure the economle and
sceiel 11ls of the world as the brain~child of Llsjor C. H.
Douglas, a Scottish cngineer end phlloscopher. He i3 a
graduate of Camdbridge, once worked for Vestinghouse in
Indiad’? During the War he was the chief executive orficial
of the Royal Alrceraft factory at Farnborough, Engiand. Chief
engineering feat since the war was the building of a tubdbe
rellway, for the use of the post office, under London.78
His followers feel thalt 1t would bve incorreoct to say that
Kajor Douglas's contridution to seconomica and social philo~
sophy pﬁt him in the "vanguard of living economists™, bde-
cause it "put him shead of the venguard,”™ "He was a ploneer
laying the financ¢ial road which 1s sssentlal 1f Western
people ars to advance 1into the new civilization made possi~
ble and even being thrust upon them, by applled science in
the power age in whioh we livoq“vg That he has put his fin-
ger on the true 1lls of soclety and thus given the greatest

degree of slerm to the "intercsta”™ which benefit most from

77. Time, Sept. 2, 1935, p. 1l8.
73e Ae L. Glbson, Yhat Is This Social Credit?, p. 6, in
Tha Soclal Credit Panvphleteer, zLondon, 1555). ’

79. Ibld., pe Be

~
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the present organization seems odvious to his followers as
a result of the fact that he and his work have been boy=
cotted in the London press for over eight years in splte

of the recognition that he has recelved in other parts of

the world.Bo

The Douglas 1deas were first given to the world in a
london Weekly, The New Age, edited by A. 04 Orage who beo-
came ons of the leading proponents of Soglal Credlt, In
1920 and 1921 the Dougias ldeas were put into book form in

Economie Pemocracy and Credit Power and Democracy, and de-
termined efforts on the part of Douglas and Orage were made

to have the scheme considered and edopted in England, As
a resgult of the post-war depression and the activities of
the Scottish lebor groups, an investigation of Social
Credit was made by a commlttes of the British Labor Party,
in power in the House of Commonsg fox the first tlmg. This
committes invited Douglas and Orage to appear before 1t,
but the founders of the movement declined on the grounds
that the personnel of the commlttee lacked the training |
and experience to investligate the problems to be conslidered,
and that enyway the majority of the commlttee was already
committed to the support of economic dogmas challenged dy
Soclal Credit, Without hearing these two gentlemen, then,

the commnittes prepared a report condemning the Social Credlt

80, A+ L. Gibson, What is This Social Credlt? p. 5-68, in
The Soclal Credit | Pamghleteer, (London, 1935). ’

~
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scheme as based upon fallacious economlic reasoning. GCrowth
of the movement between 1922 and 1930 was slow, but in that
time the philosophy of the movement was still further amplie
fied by two more books brought out by Major Douglas: The
Control and Distridbution of Production, and Soclal Credit.
These four books together with two more recently published,
The Monoply of Credlt end Warningz Democrary, and a number of
pamphlets by Douglas and Orage have constituted the dasic
literature of the movement., Under the impetus of depression,
the movement took & new lease on life and has made rapid
growth, Showing, perhaps, that a "prophet 1s without honor
in hls own country” the movement has grown most slowly in
the country of its oxgin. In England the membership prodba-
bly does not exceed 10,000 though it is probably somewhat
stronger in Scotland. Considerabdble progress was reported
by £dXlowers in the Union of South Africa though no esti-
mate of actual strength in that region is avallable. By
1933 the movement had made consideradla headway in New
Zealand where sixteen Soclal Credlt members had been elect-
ed to Parllament., In that year Major Douglas pald New
Zealand a visit to help educate the people of New Zealand

to his doctrines, In Australia in the same year there were
a thousand Douglas Credit Socleties with a membership of
over 100,000, In the United States strength was estimated
to be upwards of 100,000 = centered lergely in New York and
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New Jersey.el Major Douglas himself cleimed that some feat=
ures of his scheme had been put into practice in Jépan in
1933-34 with very satisfactory results and thaﬁ they were
about to be tried in China.e2 In 1934, Major Douglas was
hired by the government of the pravincq of Alberta to come
to Calgary to expound his doetrines, and he was retained
by the govermment as flnanclal adviser for a per od of
three years.aa He also received a ﬁearing before the Banke
ing Committee of the House of Commons of the Dominion govern-
ment at Ottowa.,®* That he had made a profound impression
upon Carsla was shown & year lester when elections were held
and Social Credit besgan a new adventure - that of being
actually placed In the saddle of a great government.‘

The Douglas doetrines begin by rejecting the conclu-
eions of Socialism, Communism, and Faeclsm = particularly
the bvellef that our system is beyond repalr and that a
drastic change in government and 1ts relsastion to the people
must cccur before conditiocns of the masses of the people
wlll ever be changed for the better. To begin with, Sociél
Credlit is the very antithesias of these schemes, since it

8l. The Social Credit League of Alberta, Sozial Credit -
History and Character (Calgary, 1935)p. 1-3.

82, M Degoc;_‘_ggz, May 15, 1934, D. ll.

83. Tim@, Sept. 2, 1935, p. 16

84. New Democracy, May 15, 1934, p. 1ll.

~
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exelts the individusl whereas all the other schemes subor=
dinate the Mividual to an all-powerful atate.es However,
say the Soclal Crediteers, Social Credlt will work in any
type of political organization since it {s simply a dlue=
print for an economic framework for zociety end it matters
l1ittle what kind of politiecal structure is bullt around
this tramework.s6
Although rejeoeting the political implications of the
various other attempts to organize soclety upon a dbetter
plane, Soclal Credit does accept many of the bellefs upon
which all these other doctrines are based, In fact, most
of the primary fac¢ts upon which Soclal “redit's plea for
action is based have become trulisms and are dlsputed by
no one, regardless of his opinion concerning the worth of
the present system. No one doubts that the present 4dirfi-
culties are concerned with the paradox of "poverty in the
midst of plenty"” and the sxistence of a great deal of human
misery due to the fact that human labor is dbeing replaced
by the machine, We seem to bPe reviewlng the primery postu-
lates of Technocracy when we read:

*"The primary faoct on which %o be clear is that'
we can produce at this moment, goods and sarvioces

85; C. H, Douglas, The Dou§las Manual of Social Credit
{ compiled by ﬁhITTb Nalret, New York, 19355, Ps 85,
86, Maurice Colbourne, The Sanity of Social Credit, p. 29,

in Soclal Credit Parphleteer.

™
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at a rate very considerably greater than the possi-
ble rate of consumption of the world, and thils
production and delivery of goods and servlices can,
ander ravorable circumstances be achieved by the
employment of not more then 23 per cent of the
avalilable labor, working, let us say, seven hours
a day. It 1= also e fact that the introduction of
a horse-power-hour of cnergy into the productive
yrocess could, under favorable clrcumstances,
displace et least ten man-~hours., It is & fact that
the amount of mechanical energy avallable for pro~
ductive purposes 18 cnly a small fraction of what
it could be, It seems, therefore, an unassallable
deduction from these facts that for a glven pro=
gramne of production, the amount of man-hours
required could be rapidly decreased, or conversely,
the programme could be increased with the seame mane
hours of work or any desired comdination of these
two could be arranged, But it is also a fact that,
for a given programme, increased production per
man=-hour mesns decreased employment. It ia also
a fact that never during the past few decades have
we been free from an unemployment problem, and 1t
13 also & fact that never during the past fifty
1ears has any industrial country been able to buy
ts own production with the wages, selaries, and
dividends available for that PUrPOBG...«"S7

Douglas decldes thet,contrary to the c¢laim of cepital~-
ist leaders, unemployment is not & "ocursble disease™, He
is sure that under the present system of mechanized indus-
try, unemploymsnt is incurable, bBut a dlessing,not a disease
if our system func¢tions properly. Under the system as 1t
now works, unemployment is always considered as a sympt-m
of industrial or economlc breakdown, but he feels that 1t
should be condldered a sign of economic progress thru the

inoreased leisure thus presented to the human race,&°

87. C. H, Douglas, Socisl Credit {(New York, 1933) p. 18«19
88, Ibid., P. 10.
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Now the faet that unemployment is a tragedy #nd not a
blessing, he blames not upom the profit system nor upon any
basie defeet in our governmental system, There is nothing
wrong with the eoaplitalistic system in itself, he feels.

The only thing wrong with our system 1s the faot that we
tolerate an out«moded financial systen, end that 23 a re-
sult our entire @oonom& 18 adapted to an age of scarcity,
wvhile wo have developed no. technique for dealing with the
age of abundance in which we now £ind curselves as a result

89 Yo must rosllize

of the use we have made of machinery.
that the cnly objeet of production is consumptioni that
industry 1is run not to furnleh employment dut to produce
goods, and further, that industry if operated at capacity

can producs plenty for everyone with a relatively smnall
amount of human 1abor.9° Turther, our conception of an
economie system based upon a theory of rewards and punisgh-
ments 1s antiquated. The rule that if a man "does not work,
let him not eat™ was satisfactory and necessary in an age

of scarclty, but the age of scarcity ended within the present
century. Therefore, it should no longer be necessary for
reople to have a share in goods produced, only as a reward

for services of some kind or other. Each individual is

89. C. H. Douglas, Soelal Credit (New York, 1933) p. 78«91
90, 1Ibvid., p. 124, l4-22,

~
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entitled to some share in the goods produced by ilndustry
as & result of his "2ultural heritage™. The thing Whigh
is réally rost responsible for our increased wecalth and

abillty to produce is the "progress of the induatrlal arits©;

and}

*"Quite clearly, no one person can bve saldto
have a monopoly share in this; it is the legacy
of countless numbers of men and women, many of
wvhose names are forgotten and the majority of
whom are dead. And since 1t 1s a cultural legacy,
it seems difficult to deny that the general
community, as a hole, and not by any qualifica-
tion of land, labour, or oepital, are the proper
legateea, DBut 1f the ownsrshlp of wealth produced
vests in the owners of thae factors contributed to
its production, and the owners of the legacy of
the Industrial arts are the genersel community, it
seems equelly difficult to deany that the chief
owners, end rightful beneficlaries of the rodern
productive system, can be shown to be t%i 114ivid-
uals composing the comnunity, as such."

Now there is only one thing which prevents the general
publiec from receiving’ita'rightrnl share of the cultural
heritege, and that is lack of purchasing power, or moneye.
The reason for the iack of money and therefore the basls
of everything that is wrong with the syatem, is the finan-
cial set-up or, in other words, the Banking Interesta.g

To understand Just how completely the bankers dominate
the situation, according to Socisl Credit, it becomes

81, Ce. He. Douglas, Social Credit (New York), 1933 p. 48-50
92, Ibld., p. 98-99,
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necessary to go into the ESoclal Credit theory of money end
price. Social Credit rejeots the customary definition of
money as & medium of exchange Or & measure of value, and
sdopts another falrly orthodox {(Walker)} definition of

money asi
*Any medium which has rsached such a degree of

agceptablility that no matter what it is made of and

no matter why people want it, no one will refuse it

in exchenge for his product,”93
Proceeding from this, Soclal Credlt shows that banks, not
governmants, possess the power to "make"™ and "destroy " money
at will through thelr eontrol of credits Further, banks
rarely lend astusl monsey but only "slices” of c¢redit, and
this credit is the property of the whole community. There-
fore 1t is wrong that the banks should profit by thelr
exploitation of the general credit, and 1% 1s, in fact,
wrong that the banks should bde adles to make and destroy
money at will, since a far larger portion of the medlum
circulating eas money consists of credit instruments of
various kindas than of actual coln or currency. The price
of an article 1s composed not only of all the costs of 1is
production plus a profit for the producer, but also, under
the present system, of a charge upon the producer fr the

use of oredit., Since the part of the price that goes to

93. C. He Douglas, The Douglas Manual, p. 14,

-
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repay the banker will be withdrawn from clreoulation, so to
speak, it must follow that the wages, payment for raw mater=
i1els and transportation, dividende, and the like returned to
the general publiec will always be less than the price of the
goods produced, by the amount of the bankers share, As

time goes on and production inoreases there is & larger and
larger gap between the price of goods produced and the

money {wezes, dividends, payments of verious kinds) availa-~
ble as purchasing power to put these goods in the hands of
the publlc. As the situation becomes progressively worse,
depression and deflation eventually result. The only people
who benefit from thlis cycle ere the bankers, and their bene=-
it comes directly from their control of the power to con~
trol the money supply (grant or restrict credit). There 1s
also included in the price of any article en intangible
something that 13 termed by the Social Credit doctrine the
*"unearned increment of assoclation™, That 1ls, the products
of industiry are more valuable because of the faot tixt their
creation was a co-operative enterprise, than they would be
if all products -~ with a resultant lowering of production =~
must be produced by single individuals.

This increased value of the products of industry which
comes about through the essocliation and co-operative endeavor
of many people is the rightful property of the whole commune

! ity, but 1t has been taken by the bankers through thelr
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control of creditggi

The reason such 2 system has been allowed to grow up,
say the followers of Social Credit, 1s the faet that ws came
to demand, in times past, that our money have value in ite
self, 1, e, gold, and gilver., At the same time we have be-
some accustomed to thinking that all our eredit instruments
must rabresent definite anmounts of the commodities we have
picked to usé as money, and we have cames to feel that money
(or oredit) is, in itself, wealth. We must divest ourselves
of the i{dea that money is wealth, and gquit thinking of
money in terms of something intrinsically valuabdle, Rather,
we must regard money as a ticket which may be exchanged for
gnods and which has no value after the exchange has deen
made, Money or credit must constantly be created to repreo-
sent gooda and to meet ths need off adequate purchasing
power Just as railway tickets must constantly bQ printed.,
Furthermore, the creation of money should be as costless
end minor a factor in industry mnd ocur economic life as the
printing of ticketa is to the railway company. Continulng
the snalogy, it can readily be seen that no rafiroad would
despatch trains full of empty coaches while passengers in-~
slde the station clamored for seats - offering es an excuse

o -

94. c; H.lgguglaa, Social Credit, p. 185 -~ 1903 130 ~-144;
24 - .
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that the supply of tickets had run out, Yet the system
uﬁder whioch we live 48 even more ridiculous, say the follow-
ers of Soclal Credit, for we have tremendous stores of
goods or the abllity to create them, lmmense quantities of
rew materials, prooessing machlnery of all klnds, the ablli-
ty to satisfy every buman need on one side of the station
berrier; on the other side we have thousands of people in
need, enxious to trade the fruits of their labors for
these goods, Neverthelesg, we allow the comsodity train
to depart to dump the goods into the fire or the sea (or,in
the United States, to prevent their production in the first
placa), while the needy thousands clemor at the barrier be-
cause they lack the tickets necessary to become passengers.gs
Now, since the only thing wrong with our system 1s the
lack of money, and since the lack of money or purchasing
power 18 due to the bankers tor at least five per cent of
the biggest ones), the remedy must lie in having the étata
take back the power to make money {(the control of credit)
whieh 4t never should have allowed the banks to usurp in
the first place, At the very least, there must be a sociale-
1zation of oredit, and if the banks continue to ocontrol

eredit, 1t must be as a function delegated by the state and

93. Hewlett Johnson, Socisl Credlt and the ¥ar on Poverty,
P« 5 = 10, in Soelel Credit Pamphletecr.
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the profits of that function must accrue to the community es
e whole, Banks muet essume their proper functions which are
simply to sorve as accountants and to supply places of safe
keeping for veluadble properiy. Thus banks would be expected
to charge no intersst upon loans, nor would they pay inter«
est upon deposits; instead a small charge would be made for
the scrvice rendered in safe guarding dapaaita.ge
More completely, the Soolal Credit remsdy for our social
111s, consists of three things; (1) the sociallization or
nationalization of money and eredity (2) the granting of
purchasing power in the form of national dividends to all
cltizens; (35) the sale of @l goocds at a "just™ or "eompen~
sated” price through the use of the "national dlscount®,®7
The socialization of credit will not only sall for the
state to take over the control of credit, but it will call
for the adolition of interest, Lecans without interest will
ba mede to industry for the purpose of production. Further,
it will be necessary to open a "nstional account book™ in
which the total ¢apital assets of the region considered
will be entered, This estimate will include not only the

value of all land, buildings, machines, and the llke but

968, Time, Sept. 2, 1955, Pe 17,
97. Douglas, Soclal Credit, p. 205 - 212,
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alsc the capital value of all the eitizens., (Major DPouglas
estimates that a United States ocltizen at the age of 25
would, on the average, be worth $50,000 to the cammunity.ge)
Against this total must appear tle annual consumption of
rmaterials, depreclation of machinery and bulldings, ex-
haustion of raw materials and tha like, The state must keep
careful account of this capital value at all tlmes and must
issue financial credit (money) to the full extent of the
real credit {(goods, ete.) in existence. whenever there 1s
an appreelation in the real crodlt of the country over the
finanelal credit, more money must be 1lssued, but when the

real credit deeclines, the money supply must be oontracted.gg

The natlional dividend shall be pald to all citizens
63 shareholders in the corporation whleh their country has
now become, The right of each indlvidual to a dividend is
based upon the postulate that the uncarned increment of
asscclation end the cultural hcritege are the property of
everyone, Therefore some arbitrary figure shall be fixed
upon each yesr {(some percentage of the c¢apital valuation)
es a dlvidend and that emount divided equally amcng the clti-
zen-shareholders. This would probably be done by means of

monthly checks'through the post office. This sum, however

98, C. H. Douglas, Socis) Credit, p. 205,

99+ Hewlett Johnson, Soclal Credit and the War on Poverty,
pP. 20~-22, 11 Social Credit Famphleteer.
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lerge, would be tax free. 4ilso, no change in the exlsting
ownershlp of industry would be lnvolved. These dlvideands
would simply de paid by the government as part of its con=-
trol of the eredit snd in line with its duty to 1issue addle
tional money to keep up with the appreclation of real oredit-loc
*hereas the use of the national 4ividend slone might
lay the aystem open to & cherge of bringing ebout infletion
through ite inorease in the money supply end a corresponding
increase in prices and sven & decrease in purchasing power,
Social Credit repllies that an expansion of money in itselfl
18 not inflation} we do not have inflation until we have ex~
panded the price level, The national d4iscount 1s the
maehinorx to be used toc prevent inflation by not allowing
the price level to rise, In faet, 1t is the Soclal Credit
theory that the natiocnal diseount will even reduce the price
level with the gratifying result that purochasing power will
have inecreased through the use of the national dividend in
company with the national dlscount, The amount of the
national discount would be determined hy dividing the net
enri chment of the country by the total or gross enrichument.
(Thus: the country produces or imports wealth to the value
of 100 millions; goods used or exported are valued at 75
millions. ¥hile there is a total or gross enrichuent of

100, C. Hs DWS]-&B. Soeial Credlt,p. £07«208,
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100 millions, the net enrichment is 25 millions. Thus the
national discount 18 25 per cent.) A buyer of any artiocle
would be adle to purchase the article for the amount of the
national éiscount less than the'marked price, and the seller =«
upon presentation of evidence that the transaction had teken
place « would be pald the emount of the national discount by
the government. For instance: Iif the price of a sult of
e¢lothes were $40 and the nsetional discount emounted to 25
per cent, the merchant would recelve only {30, from the
buyer, for the sult. The remaining $10 would bve pald the
merchant by the government. 7Thus, by the use of the nation=-
al discount to reach s “compensated price™, the wvalue of
the natlional dlividend to sach cltizen would be enhanced
since purchasing power would Ve 1ncreaaed~101
There would be no taxes under this system with the ex-
ception of a turnover™ or sales tax.loz Wages, proflits, and
the like would continue to be received by the individuals
entitled to them in addition to the national dividends. In
ghort, the dlsciples of Major Douglas fecel that thias aysten
would completely fulfill the Social Credit objective of
enabling the people to exercise an effective demand on every-
thing which they could produoe.lo3

['4

1014 A. L. Gibson, Yhat Is This Soclal Credit? p. 21-26, in
The Soelal Bredit Pamphleteer, (London, 1935).

102, T. H. Douglas, The Dougles iienual of Sociel Credit, p.35

103. Gibson, op. Git.. Pe 20
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The exact manner in which this systewm i3 to be achieved
seems to be scmewhat nebulous, even in the minds of the most
ardent followers of Soclal Credit, Further, there is little
attempt to explain Just how the cultuxil herltage and the un-
earned Sncrement of assoclation will be evaluated, Further,
none of the onthusiastic gentliemen who have written concerne
ing the subjeot of Soclael Cradit have bothered to explain
Just what prevents the giving of the national d4ividend and
the national discount on the cne hand and the levying of a
sales tax to finange the whole thing on the other from being,
as one critie expresses 1%, a plan for "teking money from one
pocket and at great &xpense, troudls, vexation, and an amount
of parede, placing what was left in the other poeket."1°4
The average reader -~ at least the reader uninitiated in the
myeteries of Scelal Credlt - may also have a little 4difricul-
ty 1n understanding upon Just what basls the "corporate
profits® of a country mey be figured in order to glve a sound
and equitadble basis for the deelaration of dividends, Even
with all these defeets, however, it would be very hard to
maintaln theat Soclial Credit does not put its finger vpon some
hed spots in our system es it is now run. There 4s no end of
material to bs found in Soclal Credit literature with wiich

104, W, M, Davidscn, The Aberhert Plan, {Celgery, 1935), D.2.
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anyone, who' ' belleves the present system does not provide
even & minimum amount of security, must agree,
Social Credlt in Alberts ) ‘ _

*A little Xnowledge 1ias a dancerous thing."™ This was
well proven in Alberta pollities in the past yeer when a
Social Credlt wave engulfed our northern nalghbors, te
province of Alberta, In the election of 1935 Willlam Aberhart
and his Soclal Credlt party became tha government of Alberta,
capturing S7 of the 63 =secats 1n the provineial'parliament.los
Mr. Aberhart is pious, conscientlous, en astute politicilan,
but on the whole as innoecnt of any knewledge of esconomies
as eny man who was ever called to hold a responsible posi-~
tlon in the government of a great people:. Hls following is
enthusliastie to the point of fanaticlsm, profound in its
belief that he 1s a modern l'esslah god-appointed to lead the
world ~or at least Alberta = ocut of its present difficulties,
and yet probadly no eleoctorate was ever so profoundly ignor-
ant of the purposes or implications of the plan they pur-
ported to favor es the tremendous majority which swept lr,
Aberhart end his party to power last August,

Since the impressions of "eyec~witnesses" are often con-
sldered an acceptable source of history, I shall use foot-

notes and references to authorities less frequently in the

105, Tima, Sept. 2, 1935. Pe 16,

~
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remeining portion of this chapter on Social Credit. It was
my good fortune to spend saveral months in Caneda just prior
to last year's election and at the time that the campaign
was the "hottest”, At that time Soclal Credit was the only
stable subjeet of conversation; no matter the origlinal sube
Jeot under dlscussion in any gathering, the conversation
soon veered about to Soclal Credit, Naturally, with relae
tives and friends finding the subjeot of such vital interw~
est, I felt constralned to make some investigatlion of the
subjecet myself., This I 414 through conversations with those
interested, newspaper and magazine artiecles, radio specches,
end political meetings, I feel, therefore, that my ime
pressions are reasonably reliable, and thst my information
is more complete than I could obtaln by reading any number
of eecondaﬁy‘aourcas published in this country since that
time, Thus I feel Justified in considering that on many
Phases of thlis division of the subject I am my own best
authority and that reference to others 1s unnecessary in
many fwstanoea which would ordinarily call for the cltation
of an authoritative source.

Politically ¥Williem Adberhart may bdest be descrided as
a combination of Upton Sinelair and Father Coughline. Lilke
the pmiest he built up his original following by means of
the radio., He was for twenty years prinecipal of thoe Crescent

Helghts high school in Calgary, the largest school in the
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province, One of his political opronents estimates him as
only a fair teacher but a competent executive; a man who had
shown hlmself to be "resourceful, efficient, determined,
strong, and resolute;"lo6 A plousa man, he was for years
conneeted with a small Calgary church as lay minister, With
the advent of radioc ha hecame one of the pioneers of droad-
casting in Alberta and his Prophetic Bible Institute grew to
a 365,000 plent with thousands of adherents outside of
Alberta.1°7 Like Upton Sinclalr he buillt up and consolidated
& political machine by means of nelghborhood clubva,

Early in the depression, the Aberhart broadcasts from
his Prophetie Bible Institute began to take an sconomlie
tone, He had been profoundly impressed by the Douglas visit
to Calgary and he was soon preaching the doctrines of Soclal
Credit in his broadcasts.l®. Itbeens rather obvious that
Mr. Aberhartt'a understanding'or the Dwuglas doctrines was
et best incomplete (and whosé isn't?), for the Soclal Credit
Plan for Alberta was a sadly emasculated Douglas plan. Mrs
Aberhart retained the mumdo~-jumbo of Social Credlt terminology,
the 1dea of ths basic {national) dividend - without the

natlional discount, however, the sales tax, the ldea of teking

108, Tiﬁmei Sgp;i 2, 1935, p. 16 and *v. m. Davidson, The
aerhar n Cal gar 1938
106, %Tfﬁ:fnavrd%m& ¢ 8 bg}hari % ?Calgary, 1935)

.
107, Tima Sepm. 2, 1935, De 18,
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a definite "sock™ at the bankers, and little elss, As part
of his own plan, he sets up a State Credit House, which is
to receive and issue dividend eredits.log but not, as called
for in the Douglas plan, to keep the supply of credit instru=
ments equal to the price of goods produced so that thare
will be in existence at all times enocugh purchasing power

to buy all the goods in the province, His "Jjust price” to
be determined by fixing the return for 8ll elements of prow
duotion, reasoneble profit, and the like, was a mere shadow
of the Douglas "compensated price", MNr. Aberhart expected
to recover the totaliamaunt of the basic dlvidend through
his sales tax, although the Douglas sales tax was simply

to provide the'ordlnary revenuss necessary te run the govern-
mente. In the Douglas plan the national dividends and the
naetional discount were simply the monetary representation

of the cultural heritagze and the unearned increment of
assoclation, and were the necessary issue of "tlckets" to
keep the supply of purchasing power equal to the supply of
g ods, Another Aberhart innovation anncunced during the
campalgn was the restrietion of the dividends to the polie
tical supporters of Social Credit*llo Stl1ll anctherxr

difference from the Douglas dootrines, end regaerded by the

109, The Perfect Cyele {Study Group Feature #5, a pamphlet
- Tssued by Social Credit League of Alberta, Calgery, 1935.)
110. wxliéam Aberhart, Social Credit lMenuel, (Calgary, 1935)
Pe .
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followers of Aberhart as a dlstinet improvement upon the
purely economic. tenets of Douglaslsm, was the requirement
that none of the basic dlvidends might be spent upon liquor
or luxuriss, but only upon the necessities of 1ire.111
Finally the Aberhart plan called for the paymwent of dividends,
not 11 regular oredit instruments or in monsey, but in non-
negotiable certificates which must return to the Credit
House within forty-eight hours after b:ing exchanged for
goods, In a vague way thess certificates would be a "“charge
against the Natiral Resources of the Province much in the
game way aXx the present Government Bonds are."llz However,
the oreation of a huge debt was denlcd because, Mr. Aberhart
. asserted, the velocity of turnover or circulation of money
end goods in the province - stimulated as expeoted by the
new blood of the Sceclal Credit divlidends - would provide
the basls of a sales tax which would ralse tremendous amounts
of money upon a relatively small expenditure of real m.oney.ll5
Very few people in Alberta, perhaps, had ever understood

elthexr the Douglas or Aberhart plans, and as the Aberhart

111, Time, Sept. 16, 1935, p. 224

112, w1111ag7Aberhart, Sociel Credit lianual, {Calgary, 1935)
Pe 235~ .

113, Ibld., p. 27-31,
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plan bseame more and more confused, the number who even
claimed an understanding of the plan became alwost non=
existent. UWhat the people did understemd, however, was that
Mr. Aberhart was promising every adult citizen of Alberta
a basiec dividend of £25 e month, and further that 1t would
not bde necessary to 4o anything to sarn tls money. They
&lso understood that under the former government the pro-
vincla} dedt hed been groeatly increased and that tsaxes were
very high and times were very hard. They understood,fur-
thery that they recelved a low price for the thlnzs they
80ld end pald & much higher price for the things they bought.
Unemploymeat flcures were very high and Increasing delly.
Thus the incidence of depression and what seemed to be the
promise cf something for nothling was encugh to stampede nost
of the population into the Social Credit ranks. _

Social Credlt o¢lubs were organized in avéry comununity =
no cross roads was too smell to support an active eludbe For
& year before the election, clubs held reguler meetings,
studled Soclel Credit litereture supplied fram Calgary,
Worked among their friends and neighbors to make converts to
the cause., Due, prodbably to the plous character of the lead=-
er, the movement developed all the reverence and religlous
fervor of a crussade or a revival meetl .g.

In valn frightened conservatives polnted out that the

application of the Aberhart Plan would mean prodigal

-
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taxation, tremendous increase in cormodity prices, impossi-
ble restrictions upon agriculture, flight of capital from
the province, danger of dlctatorship, economlc isolation for
the province, and that the whole scheme was probably uncon-
stitutional snyway as well as being founded upon an economie
rallacy.114 The leader instructed his followers in his
ﬁritings and in his pudblie utterances not to argue with
"unbelievers™ and to accept the program on faith untll suoh
flma as he could get around to working out the actusl 4e~
talls of the plan. His following responded loyally with

the reaulfs already noted when elsc¢tion day cames Soclel
Credit meetings were “sell~outs®™ all over the provinca,

When the leader spoke, thousands crowded to hear and see him.
'Opposition speakers were forced to speek largely to the
member s 6f their immediate families and their friends, The
general public had made up its mind and didn't attend. The
press was solidly antie~Aberhart, dbut the Social Credit

Weekly was the only really widely reaa‘paper that summer
anyway .

As his enemles were not slow to poeint out, MNr, Aberhart
drew the greatest part of his following from the section
which "never gots beyond the basie dividend”, thet is, the
group hoping to get something for nothing. Another group

114. W. M. Davidson, The Aberhart Plan (Caizgary, 1935), D« 2.
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‘was composed of the people who were sl ply anxious to geot on

the bandwagon. A third lerge group was the group which was
attracted to him leargely by religlous frenzy and conceraned
only incidentally in any polltical lssues thet might be at
stakes A few of his supporters wecre slncerely anxlous to
glve Soclal Credit a trial, and a fifth group consisted of
people with thelr "becks to the wall" who, in desperation,
were willing to glve Aberhart a chance, confident that he
¢ould do no worse than the last government and hoping that
he mizht do better.lls While these groups alone might have
glven Aberhasrt control of parliaement, they could never have
given him the overwhelming majority he now has, 'The oprosi-
tion overlooked one very ilmportant group to whom they failed
to make any appeal that carrlied any real reassurance with it.
This group might be dassificd as the moderately prosperous
farmers, workers, shop~keepers and the like, This group

hed not felt the full force of depression yet though they
were fully conselous of the fact that, thelr seourity was
faclng e reel threat. This class would ordinarily be con=~
servative, but at this Junoture they were frightened, badly
frightened = but not at the speeter of Aberhart and Soclal
Credit, The thing which frightened them far more was the

shadowy something on the politicel horizon beyond Aberhart,

115. Ww. %5 Davidson, The Aberhart Plan, {Calgary, 1935),
Pe .
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I recell very vividly a conversation with one of the members
of this groups He was a farmer with a well kept farm, good
bulldings, wells, wood-lot, plenty of pasture, and with a
well diversified system of cropeplanting. In addition to
acreage in hay end several gralns, and a good gerden, he had
hogs, milk cows, beef cattle, plenty of horses, He owned a
car of feirly recent vintage and in good repair., He slso
owned a truck in good working order. Furthermore, he had
always done buslness on a cash bvasis and he had no debdts
wh&tevern I knew him well enough to know that religlous
fanaticism had not touched him, and that he wasn't seeking
a ride on anyone's political bandwagon. I mentioned all
these things to him and asked frankly: "thy should & men
who 18 in as good flnancial conéitlion as you are lend his
suprort to some wild scheme llke this? Even if it could
be made to work, 1t would have to work at the expense of
you and others like you who have a little and for the bene=
fit of those who don't have anything and probasbly never
would have enything under any system.”™

His reply was intercsting:. He gave me rather a new
slent on the question when he sald: "I'ad rdher take my
chances on having this 1dea work at my expense than to take
chances on what nmight happen if we go on &8 we have been,
Vo can't go on with people losing their farms and their
homes and their Jobs indefinitely. There are hundreds of
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ren and boys walking the roads -~ dozens of them go by here
every day. Unless something happens for the better soon,
the day may come when they Just won't welk any rore., It'd
rather lose a little under Aberhert than take cheances on
losing everything es a result of vhat might happen. This
Aberhart Plan had detter work, dbecause it may be all t at
stands between us and something really bad.”

YWhat progress has the Aberhart Plan made in Caenada?
The fact that Major Douglas has washed his hands of the
whole experiment by resigning as finaneiel adviser to the

118

government of Alberts, and that Alverta has defaulted on

two matured bond issues eince the Soclal Credit government

117 and that no basic dividends have been peld

took power,
would make it appear that the new government has not done
too well,

It should be realized,however, that the Aberhart govern-
ment is working under some very distinct handicaps. Not the
least of these as far as any ac¢.ual application of Soclel
Credlt 1s concerned, is the fect that the limitations imposed
by the federal consitution (British North.Americe Act) would
effeotively close the gate to most of the pre-élection

Aberhart prﬁgram.lla Iost responsible for the default on

116, Time, Narch 16, 1936, p. 24.
118, W. M. Davidson, ‘The Aberhart FPlan, (Calgary, 1935), pP.4-5,
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the bond issue was the fact that the Social Credlt government
inherited a bankrupt treasury and a debt of §150,000,000 ,
from the outgolng governman.t.ll9 Belnas ditched by Major
bouglas may be a blessing in dissulse, but the severest
handicap of all 4s the faoct that Mr. Aberhart is going to
have a very hard time dltching the Social COredit idea ~ ore
nore accurately, the basic dividend idea. Ee spent over a
year bullding up a political following upon the proposition
that he was going to get $25 a month for everyone. A8 a
result he is now pleced in a position where'nothing theat he
does will be right unless he is able to deliver the 25 a
month. That he has not been able to do, and there is every
indlicetion that he will never be able to do it - 1in spite of
8 fine sounding "Social Credit leasures Act"™ passed in the
closlng days of his first perliament. This act declares

that "the people of the province are entitled to the full
benefit of the increment arising from their essociation™ and
authorizes en investigation of the subject.lzo Along otherxr
lines,or rather in connection with the planks of his platform
other than the Social Credit planks, Mr. Aberhart has done

119, Time, April 13, 1936, p. 27.

120, Synopsis of Statutes of Genzral Apnlication inacted at
F%rsb Session of the Bth Leslislature (Alvberta), ndmon-

ton, 1936), pe 6.
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protty well in the nmastter of carrying out his pre-election
promises. Yet it 1z probably mno exaggeration to say that

on this one issue will he be judged by his people, and -~ to
paraphrase the villain in the 4614 melodrama - he has probably
"rmed the day"™ he began to promlse people $25 a month long
before thls.

However, 1t is herd to see how Ire Aberhart's election
will hurt Alberta any. XEven the fact that ho has a cabinet
in which political ebility 1s consplcuous by 1its absence,lzl
and that he 1s "without experisesnce in business, with little
knowledge of the way busiﬁess 1s transacted, and ..+ he is
not a student of government, economies, 6r politiecal history,"lzz
should do compearatively little harm. At least Alberta is
hopeful that since they have o leader who is fundamentally
honest, consclentious, end sincers that his government will
at least de sn lmprovement over the one 1t replaced. Conserw
vatlves have becn somewhat relieved to find that, es 1s
wually the case, seenming radicals are chastened and sobered
by the responsiblilities of beilng thrust intd office. Even
the most erdent disciples of the Social Credit idea are now
decoming reconciled to the fact thet 1f any new end stertling

epvlication of Soclal Credit princliples is made or eny greet

121. li’.’ﬂ“ beptl 16' .19'55' p' 21.

122. Ww. M. Davidson, The Aberhart Plan, (Calgery, 1935).
Pe 254
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contribution to the "New Economlecs™ comes out of Alberts,
1t will have to come as the result of prayer, at which Mr,
Aberhart excels, and not as tha result of intellectusal
brilliance or atatesmanship,/nhich qualities Mr, Aberhart's
talents are less evident,

What contributions has Soclal Credlt made to the search
for social security? Its greatest contridbution lies in the
fact that it has stressed and brought to the attention of &
great many people the ldea that the worst feature of our
present system 1s the lack of purchasing power among the
masses, and that destruction of surplus and restriction of
production in the face of exlisting poverty and need i3 both
contrary to the nature of things and c¢riminally wrong. That
its primary postulates are of doubtful soundness in an
aconomi¢ sense matters not at all in the light of the service
1t has rendered in the way of pointing the finger of publici-
ty at some of the sgorest spots in our economic system. The
contribution to be expected as a result of the Canadian
experiment is less certain., There may be sBome value, how=
ever, in the fact that a radical group has captured a govern=
ment on this continent. Conservatives who have resisted
all approach to a real security program in the fear that it
would cost them something, may be made to reallize « like my
friend, the Aldberta farmer - that the provision of a dscent

amount of social security in some legltimate way may be the
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cheapest way out, even 1f 1t does @ost them something. Events
in Canada certainly should serve to shake thelr smug assurs
ance that "it can't happen here%, since the people who ine
stelled a Soclel Credit goverament there are very much like
the people on this side of the line in every way -~ in fact

a great percentage of the population of Alberta came origine
ally from the United States, From this angle alone, we may
yot be able to point to "Blible Bill™ Aberhart as one of the
permanent lendmerks in the search for soc¢lal security.
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CLAYTER V
THZ TOWNEEND PLAN
The Plan

Of all the panaceas evolved for ending the depression
and providing permanent social security in the United States,
the cne whioch has seemed most plauaible and desiradbls to the
grotest number of people has been the 0ld Age Revolving
Pensions Limited, or as 1t is more familiarly known « the
Townsend Flans At least this conclusion would seem to de
Justified by the tremendous growth of the movemsnt in the
two and one-half years of 1ts history and the fact that i¢
haa bloomed and prospered in splte of every effort to dis-
courage or discredit it until it has become a polltical
force of considerable importance in thls election year of
1936, _

The suthor of this most recent attempt to bring adout
the disintegretion of all the 1lls of man at "one fell
swoop”™ is Dr.Everett Townsend, & 89 year o0ld ocountry doctor,
Dr. Townsend waz born in Illinois in 18687, worked his way
through Nebraska University's medical school, began prac-
tice in the Black Hills of South Dekote at the age of I6.

At the age of 52 he moved to Californie, served for a time
as assistant city health offigerof Long Beach, later resumed
private practice.125 With the coming of depresslion both his

123, Time, Oct. 15, 1934, p. 15.
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practice and his savings were &npt away, foroing him to
scrape 8 bare living as a recaleestate salesman.124 Legend
hes it that Dr, Townsend was inspired to bring forth his
plan by the sight of two o0ld crones dining from a garbage
can. Just as probable is the belief that he was sst to
brooding upon the miseries of the aged poor by the dlsappeare
ence of his own savings and the faet that he had been forced,
after reaching the age of 60, to strugzle for a living
rather than belng able to enjoy a life of ease and security
wiich he felt he had earned.lzs

Drs Townsend opened the Plants firsi office in the rear
of a Long Beach real estate salesroom with two assistants
in November of 1933, His success was qulck. In 19834 his
office employed fifty people end there were 644 Townsend
Clubs, Delaware being the only state in the union lacking
in sush an organization. Sales of his pamphlets were tre-
mendous; between two and rive million people were estimated
%o have signed peitions asking Congress to put the plan into
effeot at once.?® By the middle of June, 1938, Dr. Townsend
was definitely a national figure end the Townsend Plan was a
large and growing emterprise., The offiocial organ of the

movement, The Townsend National eekly, had a eirculation of

i124. Tim, June ‘1. 1956, Pe B
126. Ibid., p. 9.
126. Time, Oet. 15' 19 34’ Pe 15,

—~
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over 400,000;127 the 644 clubs of 1934 had grown to approxi-

metely 8000;128 few had eny 1dea of the exact numeriocal
strength of the organization, but officeholders up for re-
slection feared that 1t was very large. Like Social Credit
in Alberta, Townsendism has come to be almost a rsligion
with its adherents, and the zeal wlth which they promote

the plan is evangelical to the poeint of fanatlelsm. Acoorde
ing to one writer, the pressure upon Congress hes become
much greater than was ever brought by veterans for the bonus,
Further "reasoning with the. Towvnsend Plan advocates dces no
004 sse¢s The thing 1s not in the world of reasoning or of
statistics. It 1s in the world of mysticlem," 2?

Yhat are the features, then, of this plan which has
geined such & following and hes been the subjact of s0 much
bitter debate throughout tha country? We find that the
Townsend Plan begins where sll of our other plans begin. In
comnon with every type cof panaces slready dlscusased, the
Townsend Plan makes soms statements about the prasent systenm
that even the most rabid supporter of things as they are
would find it very difficult to deny. This much of the
Townsend Plan should have a familiar ring:

127, Townsend National Weeklx, June 15, 1938, pe 17,
1280‘ Ibidl’ P 9ﬁ-
129, Merk Sullivan quoted in Time, Jen. 14, 1935, p. 14-15.
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mian 1s in went emldst plenty! Thers is food
enough and more to feed every hungry and undernourw
ished personj there 1s enough wool, cotton and fibre
to clothe every man, woman and child in the Unlted
States - and morej there are buillding materials in
mine and forest, mlll and factory warehouse to house
every famlily in America in & modern home; there ere
raw products, factories and modern machines « now
unused and 1dle -~ sulfliclent to manufeacture modern
appliances and equipment that are needed for all
these modern homesai there are ldle railrosd englnes
and rfreight cars and great rallroad systems -« now
threatensed with or in bankruptey ~ waiting to transe
port these needs of man to every nook and cornsr of
the United States. And therse are %ten bvillions of
dollars in gold in government vaults out of elrecu~
latlon owned by your government «~ owned by you
calleotivel{; and the banks of this country have
the greatest reserve - money on hand - thsat they
ever had in history. Amidst all this wealth in
money, modern machines, God's abundance of nature's
products, and idle manpower, we are afflicted with
want, hunger, and miseryl The financiers, the
business experts, the so-called 'economists', and
the politiciens offer no workable sclution to this
malady whlieh l1s afflicting the country. Hide away
the gold, destroy food production, andﬁglow under
cotton seem to be their only remedy!"l

And againg

*We recognlize the fact that the inventive genlus
of the world, and especially of the Unlted States, has,
through tho perfection of labor saving machines, created
& huge surplus of producers as well as a surplus of
products. There is a constant standing army of the
unemployed » « « » ZThey can never be put to work
azain unless they are willing to accept the short day
end the minimum wage, Their labor will be tooc expen~
sive, Machines will do the work of all_of them in
infinitely less time and at less cost,"l31l

130, 014 Age Revolving Pensions Limited, The Townsend Plan
(A eircular; no date),

131, The Townsend Plan, p. 9. (a pamphlet issued to ell
members upon joining a Townsend Club.)
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In other words, we are faced with lncreasing and probably
permanent technological unemployment, ws have an unliimited
capacity to produce as a result of the machine age, and the
thing most responsible for the paradox of poverty in the
midst of plenty 1# the lazk of purchasing powoer in the hands
of the masses and & consequent fallure of money to ecirculats.
The Townsend Plan, considering all of these things, is put
forth then primarily as a permanent national recovery pro=
gram, Liks Social Credid 1t is based upron the promise that
our political systaem is sgtisractory Just as it 1s, end that
our economle structure {(the profit system) iz also a satis-
factory set-up. The only thing really wrong 1s our financlal
system which prevents the free circulstion of money, This,
saye Dr, Townsend, can be remedied In such a simpls manner
that 1t 18 a wonder no one srrived at the solution defore,
The solution proposed by the Townsend Flan is simply
that we pensiocn everyone, except habitual erininals, at the
ege of 60, Zvery cltizen would be automatically insured
sgainset o0ld ege by the government at~birth. Upon rsaching
the ege of 60, hs would be entitled to an annuity of $200 per
month for life. The only stringa attached to this ennulty
would bde the stipulation that the reciplent must retire from
all forms of gainful employment, and that he must guarantee

to spend the entire smount of the monthly pension within
thirty days efter receiving 1t, and further, that the money

-
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must all be spent within the boundariles of the United States.
vhile the 1930 census showed elmost eleven million eitizens
of the United Stetes to be over 60, Townsend leaders csti-
mate that probably only eight million would qualify for the
pensions Payment of the proposed penslion to thils number
would require a sum of one blllion six hundred million dollars
ronthly or from twenty to twenty-four billion dollars anunually.
This sum would be ralsed by a tax of two per cent upon all
transactions of whatever nature.lsz In thls manner, says the
offliclal statement the Townsend Plan strikes at three objec~
tives:
"Flrst, tb: increase business and develop

prosperity by increasing the clrculation of money

and dbuying power emong the masses; second, glve

oprortunity to American youth and those under 60

now employed by creating Jobs; and third, glve

soclal security and a decent standard of living 133

to our fathers enG mothers in thelr declining years.®

The sponsors of the Plan feel that the penslion system can
be administered without any addition to present governmental
machinery and with only slight eugmentetion of existing office
forces, It 18 proposed that payment of the pensions be
handled by means of checks through the administrator of
veterans' aeffairs at Washlngton. Existing county pension

boards will attend to the matter of application for pensions,

132. The Townsend Plan; Nationsl Rescovery Prosran: Ready
Reference (chicago, 1936), Ds &=7.

133, Ibid., D. 7.
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and the pensions will be spent by means of checks drawn upon
the banks where the pension checks are deposited., The bank
records will then show whether the pension has been spent
and for what purpose each expendlture has been made. Only
when there 18 a 6omp1a1nt that a pensioner is not spending
hie pension as stipulated will it be necessary to call for
special activity from the federal government.134 Nor will
the collection of the transaction tax necessitate the crea-
tion of new governmental machlinery. This tax will bde collectw
ed in the seme manner as other federal taxes by the Intarnal
Revenue Bureau under the supervision of the Treasury Depart-
ment, It is predicted that these taxes will be much easier
to colleect than, for instance, the income tax since the
government will be concerned only with the gross amount of
business transactions. Most businesses must keep records of
total transactions anyway for the purpose of incoms tax re-
turns, so this will place but little addltional burden upon
the accounting departments of private industry. The tax on
payrolls can be c¢ollected monthly and in the same manner

that annuity assessments are now collected from civil service
employees by the government: by having the employers deduct
and withhold the emount of the tax from the salaries of his
employees and paylng the total amount of the tax to the |

treasury,139

134, The Townsend Plan; National Recovery Program: Ready
Reference (Chicego, 1936), De 15.

135, Ibvid., p. 61

~
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That the bdasiec features of the Plan are no accident but
the result of careful study is pointed out by the officlal
literature of the organization. While it might be showm that
few people above the age of 60 need $200 a month end few
couplea of thet age need $400 a month, 4t is pointed ocut that
$200 18 the proper amount beceause this is primerily a national
recovery plan and not a mere pension plan, The objJeet of the
pPlan 1s to stimulate business through an inoreased eircula-~
tlon of money and increased buylng power and to create addi-
tional Jobs, Therefore, the pension must be sufficient to
make the recipienta.completely willing to retire from gaine
ful occupations and large enough to furnish real buying
pawer, A bare subsistence pension would not do its part
toward the stimilation of industry since then only necessi-
ties would be bought with pension money. It 1s desired to
stimulate the production of comforts and luxuries es well as
of necessities, Furthermore, it is estimated that the expen~
dlture of $2400 annually i1s required to meke possible the
employment on a permanent basis of one worker. Therefore,
the $200 a month pension will result in the creation of as
many jobs for younger persons as thxre are recipients of the
pension,138

The requirement that the pension money be spent in a

Period of thirty days is based upon the belief that one of

136, The Townsend Plan, p. 14
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the greatest obstacles to recovery today is idle money in
government or bank vaults ~ money out of circulation. Keep~
ing the money in enforced circulation, Townsendites believe,
will keep the wheels of lndustry moving and e¢all for contin-
uous employment énd the operation of industry at capacity.
Thus the Townsend plan will be able to sustain itself on the

new wealth created by the now idle money, machines, materials,

and.m.e:n.137

Finally, the aged were the claas picked to keep the pure
chasing power cireculating because it was the only class which
could be universally agreed upon as deserving of retirement
upon & peénsion, since everyone expecta to belong to thils
class eventually. Moreover, the aged are more uniformly
distributed throughout all seetions of the country and accord=-
ing to population than any other class, Therefore, they
eoculd best bring advout a uniform circulation of duying power
throughout the country.las

Tremendous benefits for the whole country as e result
of the application of the Plan are confidently expected by
the eponsors., Over twelve million workers now unemployed
will have incomes where they now have none. Although prices

wlll riss, the increase in business and the ocreation of new

137. The Townsend Plan, p. 23
138, Townsend Plan {membership pamphlet) p. 29.

LS
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Jjobs will bring about & rise¢ in wages, In fact, the increase
will be more than sufficlent to bring about an increase in

real wages in spite of rising rices and the deductions made

139

as a result of the transaction tax. Lnormous savings to the

government will be effected through application of the Plan,
and thus other types of taxes may be greatly decreased, Some

of the savings to b8 expected inoclude:

*"First, ..+ abolishment of the *poor house® and
the ‘poor farm'! now maintalned by counties and states
at the cost of billions of dollars.

Second, 1t will save billions of dollars now
belng spent by the federal, state, and county govern~
ments to feed and clothe the unemployed . . . and
millions of dollars now being contributed to private
e o « Charities « « «

"Third, it will enormously reduce thenaecessity
of contributions to . « +» Red Cross and Community
Che:ta sve mounting tvo millions of dollars in the
nation,

® Fourth, it will save millions of dollars to
those now paying hard~earned premiums for old~age
annuity insurance , + +

'"Fifth, 1t wlll save milllions of dollers now
spent to maintain 0ld soldiers?! homea by the govern=
ment as well as 0ld people's homes minteined by
trade unions snd professions.

"Sixth, it will save millions of dollars now
spent by the taxpayers to pay pensions to old soldiers,
army officers, Jjudges and other retired state and
national officlals, including retired civil service
government emplovees.

"Seventh, 1t will save billiomns of dollars
annually in the field of erime, Our penal institu-
tions are now overcrowded with the youth of the
naetion « 4 « ¢ The savings in crime alone will be
worth more_than the entire cost of the Townsend Plan

pensions,"140

139. The Townsend Plani ready Reference, p. 62,
140, Ibidi, p. 26.
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The beauty of the whole thing, according to its edvocates,
{8 the rfaot that the Plan will cost the government nothing.
The transaction tex will take care of the entire cost and aven
furnish a tidy surplus to apply upon the national dedbt. No
new mcney will be necessery, argue the Townsendites, sinco
the government end the spenders of the pensions will simply
be using checks as a medium of exchange and thus the 1dle
eredit of the country will bve put to work.1$l Furthermore, the
tax will not come out of the national income, being simply
based upon the naticnal business turnover (That{ig: in sonme
mystic or ococult way the fact that the tax is based upon the
¥lume of business and not on the incoms or profits of those
engaged in business will keep the national income from belng
depleted by the tax), DBut even if the tax should come out
of profits, there will be such & tremendous increase in busi-
ness that the increased profits will more than make up the

142

amount of the tax, Anyway, in some vague way, the rich

and the stock market gamblers are going to be made to bear
the major share of the transaction tax since this tax can

143

not be avolded as the income tax often 1is, and the tax

will collect millions of dollers eech day it operates in

141, The Townsend Planj recady Reference, p. 16, 19-20.
142, 1Ivia,, p. 54-55,
143, Ibid., pe. 80,
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connection with transfers of stocks and the like on stock and

commodity exchangea.144

Thus it is that the basls of a powerful politiecsl machine
has been formed. Literally millions of Americans have been
convinced that Dr. Townsend is a modern lMesslah end that
salvation is at hand for this country if we will only reach
out and grasp it. They are, in faect, determined that we
shall reach out and grasp the blessings offered by this plan,
which brings us to the study of the Townsend Plan &s a politi-
cal force,

The Townsend Flan in Politics

The purpose of the organization of Tcwnsend Clubs all
over the countiry was to provide a political foree to exert
Pressureé upon the national government es well asthe dissemin-
ation of information to the members., Detailed information as
to how to organize Townsend Clube is contalned in all Townsend
literature. So far the politicel progrem of the movement has
been "to create united action in electing Congressmen and
Senators pledged to support and vote for the Townsend Plan.”145
For organization purposes, the country is divided into four
reglonel divisions while the work of co-ordination end general
policy is carriqd on from general headquarters 1in Chicago.l46

Orgenizers and state area managers working under the regional

orrices help to work up enthusiasm, provide clubs with
speakers, eclrculate petitions, and in general tend to the

144, The Townsend Flan; Ready Reference, Dp. 6.
145, Ipida.. v. 90.

~
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matter of bringlng pressure to bear upon natiornsl office-
holders. These officlals ere peld by salaries or comnissions,
keeping a percentage of the fees pald by membere of Townsend
clubs in their territories .47 The work of ths organization
is financed by tha membership fee of twenty-five cents palad
by each new member, sale of lliterature and plctures and medals
bearing ths likeness of the founder, and monthly dues of ten
cents @ month collected from esch member. For the total due
from 1ts own members each ¢lub 1s responsible to the nstional
orgenizations In eddition, there is an "inner circle™ known
as the Townsend National Legion whose members pay dues of
$1 per month-148 In addition, ninety per cent of the profits
of the Townsend Nationel Weekly, owned dy Dr, Townsend, have
been assigned to the organizatian.l49

Most respcnsible for the integration of the Townsend clubs
into & politicel force to be reckoned with have been co=
founder and netionel seeretary Robert Earl Clements and
Publicity Director Boyd Gurley, former managing editor of the
Indienapclis Times for which he won the 1929 Pulitzer Prige

"for the most disinterested and meritorious publlie servica."lso

147. Time, April 13, 1838, p. 16,
148, Time, Nov. 4, 1935, p. 17-20.

149. Townsend National Weekly, April 13, 1836, p. 1~2.
1504 Time, Nove 4‘, 1935. Ps 20,

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



95,

Until his break with Dr. Townsend and subsequent resignation

151 Clements was the real

fron the argenization early In 1936,
driving force in the natlonal organization and the "power be=
hind the throno“.lsa That -his work of solidifying the nation-
a8l organization was well done has been indicated by the fact
that the movemsnt has not even feltered in its stride as a
result of his loss, _

Vhen the Townsend Plan first began to attract national
attention, it wes ignored or dlsmissed by most thinking citi-
zens as too remote or fantastie to worry about. By the time
that Dr, Townsend went to Washington in Januery of 1935 to
lobby for it, Congressmen et least knew better, Hundres of
thousands of letters, telegrams, and petitions demanding the
enactment of the Plan into lew were by thet time pouring into
the offices of Representatives end Senators. The strength of
the movement was so great that few membere of Congress felt
that they could publiely denounce the Plan even though they
regarded it as an sconomlc monstrosity privately. Worst
feature of the situation for the embattled Congressmen lay in
the fact that while the supporters of the Flan were organized
and militent, no organized opposition exists.lsa It became
necessary to do sarething to end the popular infeatumtion with

sles Townsend Netional Weekly, April 13, 1936, p. 1-2

1520 Ti!!e. HOV: 4. 1935. p. ml
153, T;me, Jan e 14, 1935, p. 14.

~
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the Townsend 1dea and to emasculate the movement as a politie~
cal force in view of the threatening ettitude the Townsend
Clubs were adoptin: toward Congressmen who would bs forced
to stand for reslection in 1938,154

In the press and in the halls of Congress evary effort
was made to revesl the cconomic unsoundness of the Plan butb
with little effects Letters continued to pour into Congress-
ional offices, end the Townsond leader in Congress, Represene
tative Jobn S. McGroarty of California, introduced en enscte
ing measure in the first session of the seventy-fourth Con~
gress. Tho issue was avolded in 1935 when Chelrman Daughton
of the House Ways and lesns Comnittee cross-exemined Dr,
Townsend in a heering upon the b1ll and exposed his economie
ignorance so thoroughly that it was possibdle to laugh the
bill out of Congress, Kven then a determined effort waa mede
to force the Comaittee to report the bill; this was scotched
only dby suggesting to Southern Congressmen that if aged negro
parents were to draw a pension of $200 & month, none cf thelr
offspring could be prevailed upon to do & lick of work, thus

brirdng ebout the ruin of the Southalss
The second session of the seventy-fourth Congress (19838)

o

154. Thomas L. Blanton, speach on the Townsend Plen, in the

Congressional Regord for Jan. 17, and Jan. 20, 1936,
lreprInt! Ps 3=8a
155, Time, Feb, 18, 1935, p. 16

-

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



97,

found ths Townsend Plen agaln a burning and dangerous issue,
The myriad supporters of Dr. Townsend were atlll convinced
that the Plan was not only desirable but also sound and work-
able and only the opposition of the "interests™ was preventing
its benefits from being given to the country., By this time
Ba‘membars of Congress were pledged to the support of the
plan.l56 exlin Michigen a campalegn to £ill a Congressional
vacancy had Just been won by Verner Wright Mein who cam-
peligned openly in both the primary end the generalblection
in favor of the Townsend Plan. %While hls out-and-out Town=
send vote was not tremendous, it was lerge enouzh to con-
vince many Congresamen that the balance of power in the next
elections would be held by the Townsend Clubs. The MeGroarty
Bill was egain before Congress and every member had been
agked by Townsendites to commit himself as elther for or
against such a bill in ordexr that the Townsend National Weekly
might inform the membership concerning the attitude of every
Congressman.157

Early in 1936 ugly stories burgeoned 1n the press that
perheps the Townsend Plan might be something more then a plan
to bring about national recovery and provide easse and security

for the old, It was rumored thaet the Plan was simply enother

158, Joseph P, Monaghan, Speech on the Townsend Plan, in the
Congressional Record for Feb, 19, 1936 {(reprint), p. l.

157, Time, Dee, 30, 1935, p. 6.
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racket designed to make enormous profits for 1ts founders at

e All efforts to denoure,

the expense of 1lis aged viotims.1®
ridicule, and exposae the fallacles of the Plan up until this
time had had ebsoclutely no effect except to advertise 1t.159
Now in self defensethe House voted an investigation to deter-
mine whether the movement was a racket and thus discredit the
leaders.lso Inveatigation showsd that 0ld Age Revolving Pen-
sions, Limited was a closed corporetion and that 1% as well
88 the ¥Weekly was the sole property of the founders., While a
thorough audit of the books of the corporaticn was out of
the guestion for reesons of expense and jurbled records of
the early days of the movemsnt, there seemed to be room for
the susplcien that if the founders of the movement had not
grown rich from the dimes and nilckels of their members, they
had at least enjoyed a very tidy income, and they had a
propexrty of conslderable value. Further, it was by no means
coartain thet all the funds designed for the "war chest®™ of
OARP had ever reached the deatination for which they were in-
tended., The investigation was climaxed when after three days
of questioning Dr, Townsend walked out, leaving the dazed
 committes to ponder the question of whether to risk making a

martyr of Dr, Townsend by the instltution of contempt

158, Time, June i, 1633, p. 9.
159, pime, April) 5, 1936, p. 16.
160, Time, March 2, 1936' Pe 14,
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proceedings, or to sllow the Dostor to make monkeys of the
conittae.lsl The Doctor®s reasons for his unleoked for
action were raeleased in a stetement read to the Comittee:

"In view of the fag¢t that I have stated undey
oath that } have not profited personally from the
activities of the Townsend Movement, that I have no
money in bvanks nor in other places above about 3500,
por have accumulsted any property whatsoever during
-the two end one~half yeers that I have been endeavor-

to arouse the people to the enormlty of the crime
that 18 being perpetrated ageinst them; and in view
of the further fact that I have been denied the
opportunity by this committes of presenting to my
government and to the Committee the salient philoso-
phy of the Townsend Movement, and that I have been
confined to a laconio *yes*' and 'no' in answering
viclous questions containing innuendo intended to
besmirch my charaoter before the publlie Guring this
investigation; and further, since to continue thias
investigation by remaining a party to 1t will still
further advertise the fact to the world that our
great government has fallen to so low a state that
its representatives will lend themselves to the
practi ce of disseminating vivious and shameless
gossip agalnst the charaoter of citizens without
any proof of the acgcusations being adduced; there-
fore 1 ddéem 1t my duty to announce thet I will no
longer be a party to this investigation end that I
hersby state thaet I shell be present at no more
seasions 05 this committee unless brought back under
erreat."16

In addition to the woes of the Congressional) invostiga-
tion and the loss ¢f Clements (page 95) upon the eve of 1it,
Drs Townsend had at this period still another trial to bear
in the loss of his numbcr one Congressicnal spokesman, hepre-
sentative LcGroerty. The two split, ostensibly when Dr, Town-

gend refused to countenance the use of the Townsend movewent

161, Time, April 13, 1838, p. 16, and June 1, 1936, p. 10.
162, Townsend National Weekly, June 1, 1936, P. l.
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for furthering the political amidbitions of Mr. MoGroarty.163
thile these disaffections were halled in many quarters as the
beginning of the break-up of the movement, to Dr. Townsend
they simply meant that he was well rid of two self-seeking
aasociates.la4 He immediately announced plans to make the
organization more democratic and appointed & board of direct-
ors of seven members to assist in the management., With this
change he announced that the movement was now stronger than
ever and would "now proceed in every Congressional District
to Beek the election of a Congress favorable to our purpose."165
With this lull for the moment in the political eituation as
influenced by the Townsend Plen, the people of the country
began to have some of the economie, financial, and political
objJections to the Plan called to their attention sgain.
Objedtions to the Townsend Plsn

Within the past few months the greatest shars of the
opposition to the Townsend Plan has been built eround the
supposition that the whole thing is a gigantic promotion
8cheme and that a few of the leaders are systematically
bleeding the aged of the country of their ill-spared dimes

and quarters for thelir own enrichment. Howeyer, there are

163. lLiterary Digest, April 11, 1936, p. 5.
164, Time, April 13, 1936, p. 186.
165. Townsend National Weekly, April 13, 1936, p. l-2.
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plenty of legitimate objectlons to the plan regardless of the
intentions or sincerity of those at the head of the movement,

The annual cost of finencing the movement would probably
be twenty-four billion dollars. It is pointed out by oppon-
ents that this amount 13 almost one«third of our national in-
come for the year of 1929, and fully half of the national in~
come for the year 1934, In other words, epplication of the
Plan would fwolve a redistribution of the national income to
place from a third to a half of the income in the hands of a
twelfth of the people,tS8

The transaction tax which is to finance the operation of
the pension fund 1s the basis of tremendous opposition to the
Plan, Oppomnents point out that such a tax 1is an unjast tax
since 1t 1s levied upon ell transactions and thus will not
be peld according to sbility to pay. The tax will bear heavi-:
ly upon the poor since even necessities will pay the tax.lsv
Further, the ultimate consumer of any product will pay a
greater tax than two per cent, since each article will pay
the tax on every transaction involved between the production
and sale of the raw material. Each tax will be passed on to

the next buyer, of course, until the ultimate consumer will

166. Donald Richberg, The Townsend Delusion in Neview of
. Revisws (a reprint), p. 3,
167, C, Jaspsr Bell, speech on the Townsend Plan Investiga-
tion, in Congressional Record for Feb, 19, 1936 (re-
print), pe. 3.
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pay the entire or pyramided tax. Chaln stores, operating with
fewer transactions between producer and consumer than inde- -
pendent merchants, would be given a new advantage which the
independent business men would find impossible to overcome .18
Moreover, the tax would be doubled at the outset, since
everyone would pay 1t once when he collected his wages, and
a second time when he spent them. If he were so unwise or so
prodlgsl as to maintain a bank account, the situation would
be even worse, eince he would pay the tax azaln when he made
a deposit, pay again when he made a withdrawal by means of a
check, and yet agair. 1f he converted the check into money
and bought goods of any kind with the m.oney.l69 Even with
all the hardships this tax would impose, there ls grave doubt
as to whether 1t could meet the burden that would be lmposed
upon it, Others have éstimated that even at the 1929 level
of business a 6 per cent tax would de necessary.17°

The Townsend 1dea of restored prosperity &s a result of
the increased velocity of circulation of money 1s entirely
fallaclous according to opponents. Circulation of money by
itself does not increase wealth, nor can wealth be created
by taxation. It is wrong to assume that & "blood transfusion”

would benefit the body politlc unless the additional blood

168, Clare E. Hoffman, speech on the Townsend Plan, in Con-
gressional Record for Jan. 20, 1936 (reprint), p. 2.

169, Albert J. ngel, speech on the Townsend Plan, in the
Conrressional Record for ¥Feb. 24, 1936 (reprint), P« 1-3.

170, Richard M, Duncan, speech on the Townsend Plan, in Con-
gressional Record for Jan. 23, 1236 (reprint) p. 2.
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supply came from an outside scurce. To continue the metaphor,
it wuld do no good to punp our own blood out of one arm and
into the othar.171

At this time we have & national debt of some thirty bille
ion dollsrs, and we have coame to feel that this debt mortgases
the future welfare of our great grandchildren. We know, cer-
tainly, that this dedbt 1s not golng to be repald in one yesar
or in five years. It 1s certain to take from thirty to fif-
ty years. Yot the Townsend Plan proposes to ralse every
year out of taxation, a sum two-thirds es large as the total
national debt, or in other words, we must raise each year a
sum approaching the amount we expeot to raise with great
difficulty over a period of fifty years.lvz

Another serious defeet in the plen, say the opposition,
is the lndiscriminate manner in which the aged are picked as
reciplents of lerge pensions., This plen would result in
many who are in dire need being heavily taxéd to provids
$200 a month for a great number of people who have reached
0ld age well provided for and who do not need the pension.
Operation of this plan would entail neglect of eripples,
widowed mothers, orphans, and the 11ke.173

Not the least of the objections raised 1s the assertion

171. J. Mark Wilcox, speech on the Townsend Plan, in Con-
gressional Record for Jan. 20, 1936 (reprint)}, p. 2.
172 Ibid., De 3e
17?3. Clarence F, Lea, The Townsend Plan (Weshington, 1936),
" Pe B=9,

-

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



104.

that the Veterans' Bureeu and the Treessury Department could
not poasibly handle the additionsl work that the operation
of the Plan would entall, It would be necessary to employ
a small army of collectors, adminlstrators, investigators,
check writers, and mlscellaneous snoopers to administer the
law and ses that all its provisions are complied with., Sal~
' ary costs and other expenses would be tremendous, probably
approaching the cost of the pensions. The obvious difficul-
ties of administration should in themselves reduce the whole
thing to an absurdity.174
As serious as any charge that has been made against the
Townsend Plen ie the accusation that it has served to put
the whole social security movement in bad repute., A4As one
critic expresses it:
"The pltiful pert of the whole thing, however,
ia that efforts toward the enaoctment of this im-
practical and unworkable scheme will greatly limpede
the progress towerd the enactment of sans and proper
old-age pension legislation, « « « The most pitiful
thing about this eatire flasco 1s the fact that tens
of thousands of 014 people have been led to believe
that $200 & month can and will be pald to theme + o »
And yet there are those in this country who for the
sake of temporary applause and immediate galn would

decelive these thousands of old people lnto believigg
that this Utoplan dream can be made to come true," S

174, Albert J, Engel, spesech on the Townsend Plan, in Con-
gressional Record for Feb. 24, 1935 (reprint’, Pe S~4,

175, J. Mark Wilecox, speech on the Townsend Plan, in Con-
gressional Record for Jan. 20, 1936 (reprint), p. 4.
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Representative Hoffman of Hichigan sums up the arguments

or the critica in sble fashion when he says;
"The old dodge of asking the eriticas of the

Townsend Plen to produce something better carries

its own answer. If the theory be correct, and if

a 2 per cent transaction tax will produce a

pension of $200 for those 60 or over; if by

taxing all for the benerit of a class will bring

prosperity to all, why not make the tax 10 per cent

or more, make everybody elegible, everyone happy,

and enjoy the benefit of the added.grosperity
which the greater tax would glve?"l

Future of the Plan
It would bs loglical to suppose that the Townsend movement
had been politically weskened by the loas of Cleménts and
MeCroarty, by the leader's loss of "face™ as a result of a
humiliating ending to the Congressicnal investigation, and
the pronounced opposition developing with the mercliless
publicity acccrded the economle inanities of the Plan. Noth-
ing could be farther from the sectual facts of the case. The
movement evidently contlnues to grow; the Townsend National
Weelkly advertlses an increase of 130,000 in circuletion since
the bezinning of the 1nv¢stigation.l77 Letters from support-
ers indlicate that no revelationa made by the inveatigation
are capable of shaking tho faith of the rank and file in their

leader. In fact, Townsendites are convinced that Dr. Townsend

176. Clare &, Hoffman, speech on the Townsend FPlan, in Con-
gressional Record for Jan. 20, 1936 (reprint), D. 2«

177+ Townsend National Weekly, Juns 15, 1936, p. 3.
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is simply being made the vietim of persecution, and thet the
"interasta™ will go to any lengths to break up the movement.
The followers of Dr. Townsend are completely sbld upon
the 1dea that the Plan 1s sound, constitutional, and workable.
Like the Aberhert followoers in Alberta they oan not be shown,
they can not be reasoned with, Nor are their ranks confined
to the aged, by any msans, In a 4k whi¢h I had with the
State Area manager for Montana, he told me about large and
fast growing Townsend [Olubs in which the upper age limlt was
32+ Attendance at a Townsend Club meeting is revealing, The
na jor part of the attendance will be composed of grizzled
oldsters with hope and convietion written plainly on their
fages. But there will be a liberal sprinklimgof the neer-
illiterate young and middle-aged. There willl also be a
number of business men who feel forced to Joln clubs and at
least pay lip serviee to the cause, Further, the gatherings
usually receive respectful attention rrbm.the press of most
communities, since there 1s never any hesitetion about the
application of threcats and even boyocotts where the need
arlses, The speaker or speakers will be of the "spell«binder"
type, and the theme will always be the same: the Plan will
work and only selfish interests are preventing its adoption.
Every Congressional district 1s well organized, and where
present officeholders do not endorse the Plan, the Townsend

Blubs have thelr own candidates in the field. I do not fesl
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that they will control the next Congress by any means, btut
I Qo think that in the next Congress there wlll be more than
the present €3 members who are pledged to enactment of the
Plan into law., Furthermore, if this year's election is
close ~ as it 1s very apt to be, there is every possidility
that a Townsend bloe in Congress would ¢ontrol the balance
of power, |

Dr, Townsend, then, has a blind and devoted political
followlng, and while he ha® not seen f£it to put an entire
third party ticket in the field, he has seen fit to enter
the national field with his endorsement of the third party
presidentisl candidacy of William Lemke of North Dakota.
His influence in this campalgn 1s apt to be tremendous, since
most political commentators feel that a third party of any
strength in the fleld will very definitely increase the
chances for a Republican vietory over lir. Rooscvelt this
ra11.178 Thus he may yet exoerclse at least the influence of
a Narwick, |

Has thls wild scheme made any contridbution to the cause
of soclel security? There are those who fear that 1ts con-
tribution has been negative and as a result of Townsendism
the cause of real soclal security will be set back for years.
There 1s, of course, the possibility that thias is the case,
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Hcewever, I feel that there 1s a brighter side. I think that
the Soclal Security Billl was easlier to pass than it might
otherwlise have been because in a measure 1t stood betwsen
the country and something much more drastic¢c. With the Town-
send Plan hanging over the heads of Congress like the sword
of Damocles, zeal for legltimate scelal reforms should be
increased and opposition in all quarters diminished by this
threat of what may heppen unless something of aipermanent
nature ia done to relleve»human suffering and misery and to
guard against the repetition of the evils of the depresslon.
it should be more eapparent as & result of the Townssnd Plan
that the days when the people will patiently suffer in si-
lence are at an end. To thls extent Dr. Townsend and his
movemsnt have bseen the benefaoctors of the search for social

seourity.

=
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CHAPTIR VI
SOCIAL INSURANCE

It is impossible to do Justice to the subjeect of social
insurance in a study of this kind. S0 many excellent works
on the subject have been written by well qualified writers in
this rield that it would be presumptuous to attempt anything
like a real survey in the limited space thet can be devoted
%0 the matter in this theslis. Therefore, little more then
an indication of general trends and possibllities of soclael
insurance will be attempted here, ZEven then 1t will be
necessary to negleet some of the important phases of this
subject.

Comrerecial Insurance as a Securlty Program
At the present time the doctrine of "rugged individualian"®

is the subjeet of much discussion. Any study of sccial secur-
ity should, therefore,. survey carefully the possibilities of
each individual being able to provide security for himself
through private agencles end without government assisteance
or interference. Is it possible to provide real soclal secure
ity by taking advantage of the verlious types of progrems now
offered to everyone by our great life insurance companies?
Our life insurence companies answer this question with
a decided affirmative, In recent years, insurence companies
have expanded the type of business they do until 1t is now
possibdble to lay out elmost any kind of program that the
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individual may desire, and further 1t is pointed out by the
companies, there is sbsolute socundness and safety in such ine-
vestments. What then are some of the things that may be
accomplished by means of life insurance?

The problem of soclal security is defined by the 1life
fihaurence companies as the maintenance of income. That is,

4 person ia economlieally and soclelly secure only when he has
an income thet lasts as long as he lasts., The whole matter
is bvased upon the necessity of providing money for current
expenses, for future expenses, when unable to work for any
reason, and finally to leave money to dependents.17g While
perhaps .the greatest volume of dbusiness written by 1life in-
surance companlies consists of policies aiming at providing
money for dependents, there are many advanteges to a life
insurance program other than the payment of dcath dbenefits

to dependents, the insuranoe companies point out.

No other investment will provide c¢ash for emergency.
purposes go readlly as life insurance through its poliey
loan values, Interest rates are alweys low and uniform when
the polieyholder horrows from the company, there is no duress
for repayment, loans will be made as readlly in good times
as bad, with no questions asked. Thus 1life lnsurance pro-

vides a reserve for periods of unemployment, sickness or

179, Dismond Life Bulletins on Life Insurance in General,
Economio Security (Cincinnati, 1934), p. zn 2-5.
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acoldent, or a fund whiech can de drawn upon whenever there is
a sudden need for moneyclso Further, the principal of an in~
vestment in life insuranece 1ls safer than in any other type

of investment, and the return upon the investment 1s both
sure and derinito.lal In case of disability, the campany
through its walver of premium features, will pay the bvalance
due upon the poliey and the insured will receive the full
benefit called for in the original contrect, Further 4is-
ability features in connection w th life ia:surance policies
wlll take care of the expense of slickness or disablility

fully in addition to providing for a continuance of income

ls2

during the period of disablility, Life insurance companw

fes will provide a guaranteed income for life after the re~
tirement age of the insured ia reached thus providing for
ecomplete security in old age. ®® As for the death bvenerits

of 1life insurence, in no other type of investment can so

large an estate be created with so little investment. MNore-
over, l1fe insurance is the easlest type of property to pass
on to helirs since paymentis are rade direct to the beneflclary
without the intervention of the courts as with other property.

Also, insurance is subject to few of the inheritance tax

180, Diamond Life Bulletins on lLife Insurance in General,
Economiec Security (Cincinnati, 1934), p. zn 49-68,.

181, Ibid., p. zn 58,
ls2, Ibiﬂ-, Pes 2Zn 69=-76,
183. Ivia, » Ps zn 77«115,
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restrictions which prevent other property from being passed

184 1pe 11fe insurance company

- on to heirs in 1ts entirety.
wlll act as the trustes of a llfe lnsurence estate and pay
the beneficlary in a serles of monthly payments instead of a
lunp sum with its aoccompanying risk of loss through re-invest-
ment, swindles, and the likoalas The types of lusurance mene
tioned do not exhaust the possibllities of 1life insurance by
any means, The investor may almost "write his own ticket™
in the field of insurance, The thoughtful father may pro=-
vide eduocational policles for his children; many of the risks
of partnerships as a form of business organization may be
alleviated by partnership insurance which would give the
widow of elther partner full value of her husdand's equlity
and relieve the surviving pertner of the necessity of accept-
ing one of several unpleasant alternativea.la6 The scope of
1ife insurance programs is practically unlimited.

In relaetion to the safety of investments in life insur-
ance, the insurance ocompanies have a record that 1s almost
unimpeachable, Wwhile other btusinesses, large end small,
were undergoing bankruptey proceedings during the depression,
life insurance companies could point to a splendid showing.
Although life insursnce companies paid out a total of

184, IIamond Life Bulletins on lLife Insurance in General,
Economic Security {Cincinnati, 1934), p. zn 116-142,.

185, Ibid., pPe zZn 143-150,
186, Seven ¥lse len, an’ insurance pamphlet.
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eighteen billion doldrs to policeyholders and beneficlaries
during six depresslon years; the total assets of all United
States ocompanies increased from about seventeen and one~half
billion dollars in 1929 to almost twenty-four billion dollars
in 1935« Cnly a relatively few small compenies falled during
this period. Even in the worst years of depression, the pub-
1ic delivered seven per cent of the national income to in-
surance conmpanies in the form of premiumsa, life insurance
companies emerged from the depression (if we have emerged)
mnuch stronger than when they entered 1t,187

In the 1ight of &all these facts, then, lsn't it reason~
able to assume that our search is over? If life insurence.
w11l do ell these things, and if it is safe and sound in
every way, why search farther? Surely thlis must be the end
of the trall, and we have et last found somsthing whioh will
provide real security. Unfortunately, there is ampther side
of the ledger which must be examined,

The fly in the cintment c¢an be stated briefly. ILife in-
surance companies are organizations: operating for profit.
They must spend huge suma 1n adv9r£1s1ng; they must have
large orgenigzations of workers, brénch of fices, regional
offices, head offices, end the like, They mnst pay saleamen
8 commission on the policies sold, Often-the commission

187. !11319,’ Nay 25, 1936. Pe 84-'_-85p
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may exceed the first yeer's premium, Dividends mist be paild
to stockholders, All of these things overate to put the cost
‘of 1ife insurance beyond the reach of the great masses of the
people. -Perhapa not more then twenty per cent of the people
of the United States, those belonging to the upper income
groups, can afford a life insurance progrem comprehensive
enough to provide real soclal security in the face of all
eventualities:. The iInsurance program of the large majority
of our people is highly inedequate, and wonderful as life in-
surance nmay be, most of these pecple c¢can not afford to ine
oreaée their progrems, and in meny cases can not afford to
carry insurence at ell, %The stock argument of 1life insur-
ance sselesmen that they "eannot sfford not to c§rry i1t® can
have little forece with people who ere sble to sorape only a
bare existence &s 1t 13 without the added expense of life
insurance premiums. The tregedy of life lnsurance is that
it has offersd nothing to thé masses, o8
It s true that almost half our population are holders
of industyriel insurence polieiea; and upon this fact is based
the claim of life insurance companies that their progrsms 4o
reach the masses. However, hiustrial 1ﬁsuranca will not
bear close inspection as a step toward social security. In-

dustriel insurance is primarily funeral insurance, the

1854 1. E. Rubinow, Quest for Security.
1915, Pe 453=462,
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average pollcy deing sdout £200. As a rule this amount ia
.searoely adequate to cover even burial expenses. Ixpense
of collsotion of promiums (weskly visits by agents) 1s high
and a3 a rosult the cost of such insurance ia too greet.
High pressure salesmanship results th many who are in no
position to pay premiums, however low, taklng insurancs. As
a result, the lapse rate and the accompanylng loss to pollicy-
holders 1a great. Much ocomplaint has been made of unrair_
treatment on the part of many of the smaller companiss. In
short, industrial insurance, which 1s the only type avalle
adlea to tho great masses of the psople, costs far more than
1t 1is worth and benefits are not always certain even then.lag
Thus 1t is that we ars forced to conclude that no uni-
form program of soclal segurity is to be developed through
ﬁra inmrance. For the upper twenty per cent of ocur popula-
tion who ecan afford 1t, life insurance offers the ldeal ine
vestment. The remalnder of our people must smarch elsewhere
if real security is to be found,
VYolunterv or Compulsory freial Insurence?
8ince the machinery of "rugged individualism®™ felle to
provide adequate security for the mess of the people, we must

turn to some other source, Before we consider the state as a

provider of soclal security through soclal insurance, it

189. I. M. Rubinow, The Wuesk _i‘pr...uamlrlt — e
1516], p. 4832476+ % Vor-
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might be wise to consider what scclel insurance has to offer
and whether 1t provides a solution. .
Sociel insurence has bveen defined as:

Y, » « the pollicy of organized society to furnish
- that protection to one part of the population whigh
some other part may need jess, or 1f needing, is able
to purchase voluntarily through private insurance."190

Or more fully as:

", « ¢« & relatively inexpenelive fcrm of insurance
devised by the state to guarantee the wage~ecarner and
hls dependents a minimum of 1lncome during periods when,
through forces largely beyond his control, his earnings
are impalirsd or ocut offy It sims to szecure thse worker
and his family against the economic emergencies resulte-
ing from the temporary or permensnt losz of a Job
through unemployment, slckness, invalldity or old age,
and azainst thoss other emergzencles which arise from
the death of the bread-winner, the illness and burial
of a membeyr of the femily, the bilrth of a child, or
the burden of supporting & large femily. It tries to
establish a minimun of economic sustenance below which
no one shall fall, At the seme time, it endeavors to
eradlecate much of our poverty and destitution by pre=-
vention rather than rellief and alms, It strives to
dem at their origin the eprings feeding the sea of
destitution., It ettempts to substitute self help and
soclal Jjustice for the demor ization inecident on
pudblic and private charity.”

Either of these definitions will indicate that the
achievemont of the goal for which social insurance 1s striving

will be the achievement of & real measure of social seocurlity.

190, I. M. Rubinow, The Quest for Seéurity. __ __ .
1916). P. 503,

191, Abrsham Zpstein, Insecurity a Challsnge to America, 3rd
Edition, ?New York, 1936), Pe 23 '
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I4 it reasonadble to suppose that such a program nay be real-
f{zed through social lnswance?

The experience of Fureope furnishes the best answer to
this question., It must be understocd at the outsset thet even
the most ardent supporters of soclsl insurence do not feel
thet there is a perfect system in existence any place in the
worid, No doubt all systems fall short of sccomplishing the
things thelr edvocates hope for. Yet to the extent thet ex-
perlence has shown socelal insuvrance to be successful in
achieving any measure of securlity, to that extent can social
insuvance be considered to go beyond &nything yet preoposed
'in the ssarch for security.

The origins of social insurence in Europe are lost in
the darkness of the Mlddle Ages, but modern sceial insurance
under real state supervision began in Germany with the inaugur-
aticn of its sickness and maternity insurance system for
ladustrial wage-earnsrs in 1883, From here, scolal insuranceA
spread to practicelly every country in Furope and to other
classes of wage earners, as well as into other fields of
soclal insurance: unemployment, old-age, health, eaccident,
and 80 on. All Europe, aefter half a century's experiernce,
has been able to mske enthuslaestie reports concerning the

benefits of such insurance. Various investigetions have re=-
vealed thet longevity has increased, efficlency and health

among workers have improved, and ti.at causes of politiocal
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ugrest have been romoved as a result of the introduction of
social insurance into Europe. A great many mistakes have
been made of course, and obviously the chacs caused by the
worlq war and the later hardships of the depression have
brought about the breakdown in whele or in part of many of
the European systems. Nevertheless, most Zuropeans have far
more right to be proud of the records of their countries in
depression than we have to feel in any way pleesed about the
showing of our own. At least Burope had made some sttempts
to cover the risks inherent in the present system, while we
allowed the depression to find the great mass of our pecple
without the sllghtest shadow of protection.lga

If it 1s agreed, then, that social insurance is desirable
in the United States, and that ths state should bde the insur-
ing agency, there still remains the question as to whether in-
surance of this nature should be voluntery or compulsory.

Here agaln we may be gulded by the experience of Europee.
European nations with many years of experience with voluntary
plans have found them to be abkolute fallures, Even with the
eid of large government subsldies, vdluntary plans have falled
to extend the beneflits of soclal insurance to those classes of
the population most in need of ite protection. The poorest
workers el ther cannot or will not take advantage of optional

192, Abraham Epstein, Insecurity a Challense to Ameficgu 3rd
Edition, (New York, 1936), P« Si=ole
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insurence plana.lga

In this connection wae need not accept t.e experience of
Europe as the last word, however. We have had some experi-
ence with voluntary governmentel insurence in the United
States with the seme results as in Buropes In 1907 Masse-
chusetts enacted a voluntary system of Savings Bank Life
Insurance, The savings banks, under the supervision of the
State Insurence Commissioner, were authorized to write both
life insurence and o0ld ege annulty policles, In spite of
the fagt that the bdarks offer insurance at considerably lower
rates than privete insurance companies, the smount of insure-
anceé in foroe hes grown very slowly end 1s small in ocompari-
son to the smount written by private companies opereting in
the gtate, In 1911, the state of Wisconsin began the writ-
ing of insurance end annulty contracts. In the first twenty
years of operation, the statehad written less than two mille
ion dollars worth of ipsurance and had no snnuities in force
et all, The experience of the United States government W th
veberans' insursnce has provided another excellent example of
the ineffectiveness of voluntary insurance, Approximately
twelve per cent of the veterans have taken advantage of the

government?'s insurance plan,l94

193. Zpstein, ops cit., p. 22-33.
194. Ibid., pe 33~34,
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The only logleal conclusion to be drawn from the study
of soclal insurance plans in operation is that voluntery
schemeés, however atiractive, do not works. Therefore, one of
the fundamentals of soclal insurance is that compulsicn 1s
necessary to extend the bensfits to all those who need 1t,
¥hile the 1dea of compulsion does, indded, deny the "right to
be improvident®™ it carries with it many advantages. Being
compulsory, the system is freed of the expense ineident to
competition} additional expense i1s eliminated by administration
by pudbllic officials, thus avoiding the inflated salaries
normally pald insurence exscutives. A3 a result the costs
of the system are greatly reduced; administrative costsof
eompul sory systems rarely exceed ten per ceni as compeared
with the normal overhead of from thirty to fifty per cent
common in private ecompanles. Moreover, the waste inecident
to surrendered and lapsed pollcies 1s avolded, and profits
are sliminated., This i3 a desirable step for ™since pro-
teation against social misfortune has become absolutely
easential to workers, even as water, light, and sanitation,
no Institution should be permitted to grow rich out of this
vital need,®195

A pecond fundamentel of =soclial insurance is the principle

that the costs mst be distributed among all elements of

195. Epstein, op._cit., p. 32-35
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society. The burden must not be placed entirely upon the
workers since they are least able to bear it. The state
should bear part of the cost of any soclel insurance plan.,
All modern governments have been forced to the realization
that the state must furnish some measure of security to the
economically helpless., There is at the same time a distinct
possibility that state particlpation in soclal insurance
may ultimately save the government a great deal of money,
The stete should raise its share of the money to be spent
upon social Insurance through income and inberitance taxes,
since this will secure the participation of those deriving
large incomes from sources other than industry, who might
not otherwise participate in the program. PFurther, these
taxes are perhaps the only kind which cannot be shifted to
the consumer., Imployers, of course, would contribute to the
cost of the program. The right to expect thla contridbution
is based upon the fact that our industrial system is respon-
sible for all the hazards which confront the wage-earner,
and further the employers will be direct dbeneficiaries of
soclal insurance through the increased efficiency of the
workers., The contribution of the employer would probably be
in the form of a small percentage tax upon the payroll.
Finally, there should be contributions from the workers

themselves - a small percentage of the wages of each to be

deducted for this purposs each payday. It can be demonstrated
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that workers' contridbutions are not essential on the basis
that the workers are not responsidle for the economlic ills
of our system, and on the further baslis that they will share
indireotly, &s consumers eand as tax-payers, in tle contribu-
tions of the employers and the state anyway, and a direct con-~
tribution would constitute a three-fold payment upon their
part. Nevertheless worker's contributions are favored on -
psychologlical grounds. Beneflits of workers' oontributions
ere to be found in the protection of thelr self reszpect, end
in the faect that such direot contributions serve to distin-
guish soelel insurance bhenefits more cleardy from poor rellef
or the "dole", Contributions by workers encourage thrift,
and far more lmportant, glve the insured workers a definite
stake in the plan and make their participation in the sdmin-
{stration of the progream a matter of right.196
Types of Social Insurance

A ocomprehensive program of sooclal insurance must ine
clude insurance against industrial accidenxs; health insur-
ance, old-age, and unemployment insurance., At the present
time, 1t is suggested that it would be very difficult to
institute a social insurance program to cover all classes
and it is further suggested that at first the figure of
$3000 be taken arbitrarily as the salary figure below which

196. Epstein, op. eit., p. 37-49.
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there would bde insurance coverage. There would be further
difficulties in the inclusion of agriculturel workers in the
group to be covered, dbut it is expected that this coculd bde
ironed ocut 1in tima¢197
In the rilold of sccident or workmen's compensation insure
ance, we find that there has been the most marked progrcas
along the line of social insurance in the Unlted States. In
the past fifty years the United States hes coms e long way
gince the days when the injured workman had to prove that
the employer was at fault in an lndustrial accideﬁt - a thing
almost lmpossible to do since the cards were alwaya stacked
agalnst the employea. At the present time, the dooctrine of -
the employer?®s liebility i1s pretty well established and
worknmens® ocompensation laws have been enacted in 44 states,
However, the fact that four states stlill do not have them 1as
an indication that the situation 1s not completely satisfac-
tory« Further, the laws of many states give little resl
protection, and in many others workmen are insured in pri-
vate casualty companies which avold a satisfactory settle-
ment whenever possible. In other states unsound systems
have been set up with the result that while the workman has

some degree of insurance, he has no assurance that full bene-

fits will ever be received. There 12 a corylinz need in the

197. Epsteln, op. cit., p. 52-58,

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



124,

United States for a uniformly government administered system
of acc¢ldent compensation insurance which will provide esssured
and uniform benefits,1¥8
Therehas long been a need for an adequate system of
health insurance to cover workmen end even members of their
femllies as a result of the loss suffered from discase and
non-industrisl accidents, Organized medicine has been vio=-
lently opposed to health insurence due to the fear thet 1t
would lead to a system of state msdicine.lgg Neverthelesa,
the precorious lliving conditions of the masses make it ime
possidble for them to sccumulate eny reserve egeinst periods
of stckness, end the few free c¢linics and the like now in
existence are wholly inadequate to cope wilth the situation.
As a result the masses of the people do without medicsl
attention except in the gravest emergencles. At the same
time, there erxre great numbers of doctors whose practices
are mach too smnall to furnish them a decent living end who
constently feel the pinch of poverty. The majority of the
doctors would benefit from a state system of health insure
ance Just as thoroughly as would the dass of pecpls who can-

not afford proper medicel cere undexr the present system.zoo

198. RUblnow. oDp. cit.. Po 129-141,

199, American Assoclation for Social Security, Social Secur=-
1y in the United States, 1935 (New York, 1935), D. 51

200, Ibid,., p. 42, 5154,
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Another waste which health lnsuranee would eliminate is the
loss which results from the inefficiency of the worker who
remains at work after bdecoming 1l or who returns to work
too soon after en illness in order to cut his wage loss to
a minimum.2%} Ssince the inecldence of slekness, sacoldent,
and the like can be estimated with a felr degree of accuracy,
and since, therefore, an actuarially sound plan can bde worked
out, 4t seems 1llogieal thet we should not have insisted upon
health insurance in the United States long since,%02

The best thought in the health insurance fleld today
calls for & compulsory, state-administered system, Ths
waiting period between the boginning of 1lluness and beginning
of benefits should be short, and the system should include.
the family of the workmen as well as the worker himself. At
the very least there should be provision for maternity bene«
203 ¥hile
it is often argued thet no time limit for the recelving of

fits in addition to protection for the wage-earner,

benefits should be set, a benefit period of twenty-six weeks
is accepted by most euthorities as sufficient to cover all
but a few cases for which additional allowances could dbe
made as need was shown, Benefits should include the cost of

2ll medical attemion, hospitalization, drugs, end all other

201. Rubinow, op. cit., p. 586-588,
202, ZEpstein, op. cit., p. 401-411
203, Amer, Assoc, for Soc., Sec., op. cit., pP. 45-49,
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medical supplies. In addition, part of the wazes (half to
two-thirds 1s usually reeomuendad) should bde pald as benefits
during the perliod of 111nees .04 Benefli ts to be expvcted from
the operation of health iasurance, Judging from the expere
jence of other countries, would include, in addition to

added sscurity for workers: Iluprovement of the economio
status of a great share of the mediocal and dentel profess—
ions, Improvement in the pudllo health with a concomitant
irmprovemsnt in the efficlency of workers, and finally, pre-

vention of 111neaa.3°5

There 18 little to be sald in opposition to the conten-
tion that the modern state rmst de responsible for its indl-
gent aged, Our experience in the Unitod States reveals that
a large shsre of our population reaches o0ld age without in-
dependent moans. In fact, one investigetion shows that at
age 65, 370 men out of 1000,o0r IT7 pex cent, are dependent and
have no property of any kind to replace thelr lost earning
power. At 75, approximately 80 poy cent are dependent upon
publie or private charity or upon relatives, At age 75 fawer
men have at least $100 than at age 25 in spite of the fact

that they have had the intervening fifty years to acaumnlate.zoe

204. Rubinow, op. cit., p. 180-18l.

205, Anmer. ABmsoo, for Soc. Sec,, Socisl Securlty in the
United States, 193¢ (New Yorke T934)- pe 100105«

206, Diamond Life Bulletins, op. eit., p. zn 18-20,
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¥ithin the last few yeers the United States has become
old-aze penslon minded, asnd a great deal has beon deona to
rolieve the dlstress and suffering of those who have reached
a dependent old ages In the past, our only offictal recognl-
tion of the need of the aged tock the form of institutional
eld « the huniliation cf the poor-farm. While the present
gystem of cld-age, non-contridutory pensions iz a A stinet
improvement, advocates of scelal insurance ere quilek to
point out that such pensions are by no means old~age insure
ance, Although the pension system is nelther uniform nor
general In the Unlted States, 1t has proved a  godsend to
the aged where it has been in operation. HNevertheless, the
time has gome, feal the advocates of soelal insurance, for
a distinot step in advance. Instead of pensioning off a
small portion of our aged workers, we must insure all of
them, The system should be compulsory and contributory.
Thus benefits will be pald as a metter of right on ettalning
0ld ege rather than of a basls of abject need,zo?

From the viewpoint of the actuary, cld-age 1s perhaps
the most insurable of all risks. Definlte costs end dbene=
fits cen eaesily be determined, and the nwaber to recelve
benefits at any future time can be estimated with a high
degres of accurary. It would thus be possible to accumulste

207, Amegé Asso¢, for Soo. See., Social Security, 1934,
Por “‘59'
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in advence a fund whiech ﬁuuld pay bdenefits to the individual
as he reached the bensfit sge. The accumlated fund systen,
however, would have the diaadvantagé fhat the premium rate,
for those of advanced age when the system was first instituteag,
would be almost prhlbitive dus to the limited number of years
they would have left to dbuild up an adequate fund., Suggested
a8 more prgcﬁical is the pay~-as-you~go system. Under this
plan the workers below the age of 65 (the retirement age
guggested in most plans) would contribute at the same rlat
rate towards the support of those over 65. In return, they
would themselves be assured dby the state of support from the
insurance system when they in turn reached the retirement aga.zoa
Probably a combination of these two suggestions would produce
.tha best results. The state might pay part of the premium of
tho se whose premiums would be véry'high when the plan was
adopted, allowing this group to pey a flat rate, After this
first group had bdeen cared for, the accumulated fund could

be expected to handle the benefit payments mmre reeadily then
a pay-as-you-go system which would always be hurt when the
need for retrenchment in the field of government expendi-
tures arose, The benefits to be expected, most suthorities
egree, should run between 340 and $75 & month, depending some=
what upon section of the country and earnings before retire-
mﬂht.zog

208, Amer. Assoc. for Soc, Sec., Op. cit., p. 58-59.
209. Ibid., P. 60"‘65.
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It is not intended to dismiss the entire subleet of olde
age security with this drief discussion. The object of this
discussion is simply to show that the leaders in the rield
do not accept the old-age pension as the last word in security.
for the aged. The subleet of pensions will be conaidered_
more fully in the next chapter in comection with the soeial
peourity progran of the New Deal,

Unemployment insurence is probably the most eontrover-
8lal type of soeclal insurance, Until the depresslon brought
such a profound chenge in our thinking, unemployment insure
ance was simply ignored or roundly ocondemmned without a heoar=
ing as undesirable and unAmerican, ZXven with the depression
fresh in our minds, there 1s not agresment that unemploymont
insurance 1s even a partisl solution to our problems. There
is, however, a great deal to dbe sald in faver of such a
systemo. It i3 being pretty generally reallzed that ths prose-
vect of the loss of his Jjob 1s about the most dlsintegrating
thing that ocan bhappen to a man. If there is any sacredness
about the home, unemployment does more than any other one
thing to destroy thet secredness, Ferhaps ons of the best
summaries of the argument in favor of some system of unem=
Ployment insurance is that of Bishop Francls J. McConnell,
president of the Ameriocan Association for Soclal Security:

"We wore told during those times when industry
was having things its ovm way in this country, that

without a reserve of labor we could not have any
- successful industrial system. I have heard great
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Industrialists stsend up and say: ‘- 'We have got to

have a8 sufficient reserve of labor from which we

can draw in timea of prosperity, and when we can

discharge in times of depression.t' Invariably

this 1llustration of an army is used, What can

an army ¢o without reserves? The point cverleoked

ip simply this, that army reserves ers paid wages

while they wait and are kept a&s a distinct part of

the army. If we are golng to have an army of

reserve ladbor it of course becomes a soclial

responsibility to take care of it when unemployed¢"31°

Everyone is famllier with the suffering and demoraliza-
tion resulting from the unemployment of the depression. Yot
in the midat of all the distresa, wo have never even bothered
to odbtaln really reliadle figures as to the extent of uneme
ployments During the depths of depression it waa estimated
that there were as rany as fifteen million unemployed., That
we have little right to feel that the depression is over is
indicated by the American Federation of ledor's estimete of
twelvae and one~helf million unemployed in January, 193651
The situation is aggravated by the fact that there has been
a very nmarked incresse in the cost of living during the past

21z It is no exagzeration to say that "the ocone-

two ysars.
tinuance of the Amerlean soclsl structure depends on the

seourity we give the involunterily 141a,"313

210, Amgig As800. for Soc. Sec., Social Security, 1934,
P» 6.

211, Tima, Marech 9, 1938, ps 15.

212, Spokane Spokesman~Review, July 15, 1936, p. 4

2l3. Epstein. OPw clt.. Pe 221,
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The experience of other countries hes shown that no
other method vwAll provide security for the involuntarily
idle to the same extent as unemployment insurances At the
yresent time there are thirteen nations who give thelir work-
ora'name measure of security by means of a compulscry unemw
ployment insurance syhem, while in ten others there are vol~
untary systems. It is true that under the stress of the
depression end politieal unrest, many of these systems have
broken down in whole or in parts In epite of this novother
nation has mads such a deplorable showing?gha fieldof secur-~
ity for the unemployod as our own United States, the richest
of a1l nations.®1% Those who feel that the breakdowm of
varicus Buropean systems proves the fatlure of unenployment
insursnce must refleet that most of these systems were instl-
tuted or extended Just bvefore the bdeginaning of ths depression
and its great and unexpecied burdens for which the systems
had lecked the time to prepare, Therefore, 1t may be malne
tained that the difricultlss experienced by these various
nations "no more prove the inutility of insursnce sgelinst
unemployment thean the financlal 4dirfficulties of a life insur-
ance venture which was instituted just as a great nlague
began to decimate the population, would prove the unsoundness

of life 1nsﬁrancc.'215

214, Amer, Asscec. fcr Soa. S530., Aferican Doles Cost lore
Than Unemployment Insurance: An Open Letter to Menbers
f agggress and §tate egislatures INaw York), p. 1

215. Barbara Nachtrieb Armstrong, Insuring the Essentlals,
Pe 520; quoted 1. Eppsein, op. cit., p. 521.
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The British syslem of unemployment insurance has been
the nost succeesful of all those tried abroad. Filrst passed
in 1211, the Unemployment Insurance Act waos amended at sov=
oral times untll the system came to include the workers of
practically all industries whose ennual salary was less than
$1250, This extsnsion was sompleted Just prior to the de-
pression of the early twentles, end its benefits wero con=-
fused, a% least in the Amerlcean mind, with out~of-work dona=
tions made to returned soldiers to whom the unemployed bone-
fits of ths inaurante systen &41ad not extends Thus the un-
savory term "dole® began to be mpplied to the benofits by
Anaricasans and it began to bHe looked upon with an unholy
horror by our lcading indusirlaliests, The pressure put upon
the accumulated fund by the deprossion sxhauated the funds,
meking 1t neccassary for the stats to land, and later grant
outright, monsy %o maintsin the insurance plan. Moresover,
1% became necessary to extend the poriod of benefits dbayond
the time originally onntracted for. This systam of axtended
benefits was reg=rded as temnporary at the time, but it has
been followed ever sinece, including the yeers of the present
depreassion. The act 1z administered through local employ-
ment exchanzes. When a worker loses hisg Job, he registers
at his local employment exchange, and after a short walting
period ha bogins to recelive his benefit rayments through this
office.
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He 1a not forced to show necd of henefits; the mere faot

of unemployment-entltl&s him to recelve the payments due
him, He ﬁnst report to the exchange once a day (once a

week in some localities) to be pleced in a jJob in case the
exchange should have employment to offer. The worker must
accept employment offered provided that it is of the type

for which his training and experience f£it him, does mt en-
tell moving to soms other district, and pays the prevalling
wage for that type of work. All workers and employers cone
tridbute to the central fund. Originally the state pald

8li ghtly under one-~third of the coat dlus the cost of ade
ministration, but & the present time makes up the deficit
between the amount of the employers® and employees® contri-
butions and the needs of the system. This has been misrepre-
sented as the "dole™ in Ameries, but 14 will readily be seen
that the workers through their contributions are entltled to
participate in the benefits as a matter of right, and the ex-
tenslion of benefits simply does well what American rellef
414 poorly« The British have accaomplished wi thout .loss of
self-respeet or initiative that which we have been able to

do only at the cost of humiliation and demoralization as a
result of our haphazerd and bungling methoda.m‘6 Further,
the cost o the British has been both absolutely and relative~

1y less than the cost of relief in the United States, end the

£l6. Epstein, op. eit., p. 352~371.
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average British ellowance has been nearly three times as
adequate as the average rellef dole in the United States,
Agein, the benefits in Great Britain are both regular and
coertain} while the Amerilcan taxpayer has borne the entire
cost of relief, the British taxpayer was-relleved of almost
ML the cost of the so-called "dole™ as a result of the con-
tributions from employees and industry to the insuraencs fund,
Due to its intellligent and sdcquate spending policy through
a comprehensive system of social insurance the British gov-
ernment was not forced to augment its relief expendltures

by pouring billlons of dollars into N.R.A., A.dsA., P.W.A.,
or other like enterprises.cl?

Before & comprehensive system of unemployment insur-
ance will be possible in the Unilted States, 1t will de neces-
8dry to reform the publie thinking along certain lines, We
must divoroce from our prineciples the doctrine that such in-
surence must be self-susteining and that the receipts in the
form of premiums must balance the expenditures in the form
of benefits. Whether we like it or not, we are golng to be
forced to the admission that the care of the unemployed in
& manner that leaves their self respecet intact has become the
duty of a modern government. The question of the actuarial

soundness of unemployment insursmce is no longer at stake,

217. Amer, ASsoc. for Soc. Seo., Open Letter, op. elt., P« 2.
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As stated by one of the foremost students of the subjoot:

*"Under conditions such as have prevalled in
Great Britain for nearly a decede, end in thia
country since 1929, 1t is sheer nonsense to bother
about the metaphysical question whepher unemployment
is an insurable risk or not. The real concern of
social Iinsurance 1s security, rather than the
actuarial prlneiples which must govern privats in-
surance, The two have little in commone. o« o » «
Social insurance i3 insurande even i1f not a penny
of the funds are derived directly from the bene~
fielaries or from industry. A soelsl insurance
fund is solvent even if part or all of its funds
come from general taxation, Vhat matters in soelal
insurance is that the risk be distridbuted as widely
a8 possidle, that those whp sulfor most shall not
be made to bear the heaviest burden, and that
relief be glven a8 & matter of right in a dignifried
and self-respecting manner. <Soclal Insurance secks
not to stay in the insuranes busliness but to
accomplish the soclally desirable things."218

Further, we must understand that unemployment insurance is
not belng proposed or advocated as a yremedy for unemploy-
ment, but as a remedy for the distress caused by unemploy~
mente. In the words of one investigating committee:

"Unemployment insurance will not abolish
unemployment, nor i1s it chiefly intended to
reduce unemployment or to regularize work. Fire
insurance 4is not aimed at abolishing fireaj life
insurance does not abolish deathj aoccident ilnsur-
ance does not abollish accldents. Any properly
designed and soundly managed insurance system will
stimilate efforts towerd reduction and elimination
of the risks ageinst which protection is sought.
But insurance is based upon the assumption thet
the risk itself is inevitable, however much it may
be reduced, and that protection against 1t may be
secured most economlieally by the methfd of insur-
ance, rather then in any other way."219

218, ZEpstein, op. cit., p. 319,
219, Report of the Ohio Commi ssion on Unemployment Insurence,
Part I, p. 51-52; quoted in Epstein, op. git., p. 315.
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Since unemployment insurance 1s not confined to the
bounderies of any one stéte or locellity, the federal govern~
ment should teke a éeclded lead in the establishment of une
employment insurance in the United States. There are a great
meny oconatitutional difficulties in the way of a uniform
system established by the federal government in this country,
but it would be poasible to gain some degree of uniformity
by means of national subsidiss to states.zao

The best thought along t e line of social insurance
holds that in the United States, as elsewhere, the aystem should
be compulsory, and that the cost should be borne by eontribu-
tions from employees, employers, and ths state, Employment
exchanges similar to those of Great Britain should he set up
to administer the system. There should be a short walting
pericd before the beginning of benefits, and it isimportant
that benerits should be pald upon the basis of the existence
of unemployment and not upon the dasis of a means test. Bene~
fits should be et least £ifty per cent of the wages end, 1f
possible, two«thirds of wages, Private insurance capital
and initiative should be excluded from this field, Beneflts
shonld be extended where necescary, as in the British'aya-
tem, to cover the duration of unemployment. In normal times
& bepnefit period of twenty-six or thirty weeks will cover the
needs of most casos.zzl However, if & system lliriting the

R20.. Epstein, op. git., p. 654=6565,
221+ Rublinow, op. git., p. 451~457.
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time during which beneflits may be recelved is adopted, it
will be necessary to put cur relief system on a permanent
basis to provide for sdequete rellef when the right to unem=-
ployment insurance beneflts has been exhausted in times of

emeygontye 222

The benefits %o be dsrived from a aystem.ér unemploy=
ment insurance in this country would be tremendous. Relief
rolls would be lowered by fifty per cent, it is estimeted,
within a few months and eventumlly farther than thet «2%° The
savings in wrecked human lives and lost self respect among
the unemployed cannot be measured in dollars and cents, bdbut
this feature alone would be worth the cost of the acheme,

It has already been indicated (page 131) that the savings to
taxpayers would be considerebles In short, theres are so many
edvantages to be found in such a scheme, and so few real ob-
Jections to it that we can scarcely afford to leave ths pres-
ent risks uncovered. Unemployment insurence 1s no penaces,
end it w&ll corteinly not remove £ll the 1lls resulting from
unemployment end periods of depression. Nevertheless 1t will
do much to cushion the shock of such emergencies end prevent
the Adistress resulting from long periods of unemployment from
ever again becoming so deop as it has dbeen during the past

five or slx years.

a22, igea Assoce,s for Soc. Seéc., Social Security, 1934, p.
G=1860 ™
223, Amer, aAssoc. for Soc. Sec., Sociel Security, 1938,
Pe. 154 °
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What ocontridbutlion does soclal insurance offer to the
search for social security? First of all it offers s plen -
not & panacea designed 1n some mysterious way to cure all
the 11ls of man, but & sound workable idea within the realm
of finaneial and economle possidbllity. It gives en oppors
tﬁnity to make real progress along the oad of security, end
while it mskes nc claims to abolish insecurlty completely,
1% w11l at least reduce the suffering ard misery resulting
from the "mis-funetioning" of our system itc a minimuwn.
Secondly, this movement for social insuranece emnd the workers
in thls field provide & real degree of leadership to the
largely unorganized body cof public opinion which has been
giving real thought to the subject of sseurity, Soclal insur-
ence providss a rallying point, as 1% were, for thoae who
realize our needs and yet cannot stomach the panaeeas or our
many economlo quacks, JIf the scarch for scelal security is
ever 1o achieve 1ts goal under our present soclal structure,
it »111 be under the leadership of a comprehensive and ade-

quate system of . social imnsurancs,
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CHADTER Vil
THE INOW DEAL AND SQCIAL STCURITY

The Prorram of the Adninistration

To the meny ardemt workers for & program ¢f soclal insure
anos to provide security in the Unlted States, such a program
has seened &8 remote as 1t was desireble. ZEven the most ope
timistie supporters of soclal insuranee had becone resigned to
a long period of educational work before ths ettainment of
their goels could be reallzed. However, the entire pleture
was changed by President Roosevelt'’s mecssage to Congress on
June 8, 1934, Said the President in that messaget

"Cur taslkk of reconstruciion does not require
the creation of new end strange values. It 1is,
Tather, the finding of the way onos more to known,
but to some degree forgotten, ideals and values,
If the means end detalls ere in some instances
new, the objectives are as permanent as human
nature.”

®"Among our objectives I place the security
gf ths men, women, and children of the nation

rst.”

® .s0s If, 28 our Constitution tells us,
our Federal Government was establlshed among other
thing® 'to promote the genceral welfare?, it is our
plain duty to provide for that security upon which
welfare depends,'’ ‘

" cese We may well undertake the great task
of furthering the security of the gﬁtizen and hia
family through social insurance,"®

Even before the transmission of this message, the Presi-
dent had ecreated a Committee on Economie Securlty to make a

study of the problem of segurlty and to make rescommendations

224. Quoted in Epstein, op. cit., P+ 670,
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for a legislative program which would et least bde a beginning
toward the realization of the objestive presented in the

message to COngrasa.335

This stand by the Preslident had a remarkable effeect upon
the pudllie attitude. The entire country bdecame soolal insur-
ance minded and enthusiasm reachsd a high pitch. Candidates
for office sll felt the necessity of endorsing a soclal insure
ance program, and conservatives as well as libersls all) over
the country endorsed the Presldent's announcement. When, on
November 6, 1934, the people of the country gave the Presi-
dent an overwhelming majority of his own party in Congress,
it simply beceme a question of what farm of social insurance
to adopf.zza' ‘

The Committee on Economic Security, with the sssistance
of several advisory committees and teehnical boards, inves-
tlgated the soc¢ial insurance experisnce of other countiies
eand the needs of the United States,and submltted recommenda-~
tions for a falrly comprehensive program to the President
upon January 18, 1935. The recomnendations of the Committee
included & program of unemployment 1n§urance, and old-age
security progzram dased upon both non~contridbutory pensions
end contributory ennulties, a program of ald to dependent
children, extenslion of public health and child heelth services,

223, Report to the President of the Committee on Eeconomlie
Security, U. 5. Government Printing Office (Wash., 1935)
Ps Vo

226. Epstein, op. eit., p. 670-671.
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and continuation and extension of educational and rehabilie
tation services, With the exception of the unemployment
sompensation programn, the Committee recommendsd that the
nationel government give state subsidies for the purpose of
soetting these progrems in motion. 4ll types of insurance
were to be carrled out on a Federal-State basis, with the
exception of the old-age annuity plan which was %o be nation~
al and under the direet supervision of the nationsl governe
ment. ©States, in order to recelve grants-in-ald to put
their plans into effect, should meet certain requirements,
1t was recommended, Otherwise there would be complets free-
dom of cholee by each state as to the exact detalls of itas
own plan. Administration and correlation of the system would
be the work of a sccial insurance board to be set up within
the department of Labor, while the financlal side of the
prozram would be under the pupervision of the Secretary of
the Treasury, sccording to the recommendation,>27
Bills loosely embodying thess recommendations were Ine
troduced into both the House and Senate almost lmmedlately.
After some months of heerinzs upon the bills end ironing out
of differences detween House and Senste versions, tha Soclal
Seeurity Aot passed both houses with thumping ma jorities and
recelived the President's approval upon August 14, 19395,

227, Repgrgbor the Committee on Economie Security, op.
Pe A=A,

t..
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Congress more or less botched its Job, however, and theredy
delayed the beginning of the operation of the program set up

by adjourning without meking any appropriation for the sube
sidies provided for or the administrative expense of the Aet;zza
in fact, there was no eppropriation made to put the bill into
forece until Feb. 11, 1956;229 Thus began a nz2w epoeh in the
search for soclel securlty in the United States,

Congress chose to make the Soceial Security Act an omnie
bus measure, including several distinet meeasures for soclal
security in the one actsy The acet includes provision fors
unemployment eanpensation, oldw-age apslstance and olde-age
bencfits, security for children, ald to the blind, extension
of the publlio health serviges, and vocationasl rehabilitation.
We shall d¢eal hers with only the rirst three at eny length.
thile the others are important and represent a real advance
in the s=ocial sscurity field, they were patently designed as
temporary expedients until such time es a real health lnsur-
ance measure can be expscted $o meet with universal approval.zso
Also, theso mesasures can scarcely be held to bear the same
importance to the act or to the program begun as the features
Providing for unemployment insurance end old-age sscurity.

Federal grants~in-ald to statesz with approved plans‘ror

223, Epstela, Our Soclal Insecurity Act, in Harper's masgazine,
Dec, 1935 {reprint), Dpa 55.

228, Soclal Security Board, press release for April 9, 1938,

P l.
230‘ Time’ Janl 28. 1935, p. 23'
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eid to dependent children are provided for in Title IV of the
aot. The Federal govermment will pasy to each stete one~third
of the amount granted by the stete under such & plan, except
that the Federal grent will be limited to £6 for the first
end $4 for each additlonal depsndent child in ench faully.Zor
Seventeen states had approved plaus on March 21, 1836,°02

The provisions for maternal and ¢hild health pervices ellow
grants-in-ald to states with approved plans, the grants to
mateh the amounts expended dy the states for this purpaaé.
Grants to states, however, were to be apportionsd on the
basls of $20,000 grant to each state and the remalnder of the
grant to be distridbuted on the bvasis of need and proportion
of live births In each states, The objJect of this feature of
the ace¢t 18 the sirengthening of loceal and etante heslth sor«
vicea and the extension of such serviocaes to rural areas.asa
Grants-in~aid asre to he made to states with approved plans
for furnishing aid to crippled children. States mist matech
e grent of $20,000 plus a share of an additlonel £1,830,000

254

granted to the states on the basis of nesd, States are to

granted $10,000 eceh and an additionsl grant of a yeerly total

231ls Boglel PSecurity Act, Title IV, P. 0-1l1.,
23%. Social Security Board, press release for March 31, 1936,
Pe 1o

233, Soglal Seourlty Act, Title V, p. 11-13,
234« Ibida, Py 15-18,
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of $990,000 to be divided amahg the states upon the basis of
rural population for the purpose of child-welfare servieces in
general in rural areas. No specifie provision for state par~
ticipation as to cost of this service iz made in the act.ass
These, briefly, are the provisions of the act relating to
child security as such. It must be recognized, however, that
eny of the varlous features of the act which estadlish scme
degree of security are child security provisions in that
they assure the children of the ecocuntry "a childhood rather
than the premature strains of the would-be child breadwinner.“zaa
Grants-in-ald ere made to states having approved plans
for aid to the blind, The Federal government grants en amount
equal - to one-half the total sum expended by each state, ex~
cept that the Federal partiocipation is limited to $15 for
each individual recelving aid. No Federal grant will be made
roé inmates of any state institution. 4n additional grant of
five per cent of the amount spent for ald to the blind will
be granted to the states for the adminlstration of their
1awa«237 Elghteen states had approved plans in operation by
March 31, 1936,2°°

235, SOQL&I_ Seggg;tz Act, Title V, P« 15-16.
236. Report of Committee on Ecornomlc Securlty, p. 35.
237. Soclel Security Act, Title X, p. 28-30,

238. Soclal Security Board, press release for March 31, 1936,
Pe 1o
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Crants for public heelth work to the total of £8,000,000
annually are to be made to the states on the basis of populae
tion, speocial heelth problems, and financial neesds, Thils rep=-

| resents a considerable extension of the present Federsl pro=-
gram, The entire amount grented is to bdbe uaed for the pre-
vention of preventable sickness. No specifie provision for
financial perticipation on the part of the states is made in
the aet.zsg |

Existing programs for vocational rehabilltation of the
physl cally 41 sabled are to bve eitended through grants-in-aid -
to be distributed to states to the smount of $1,938,000 in
addition to the amounts avallable under provisions of the

existing 1aw.24°
In the field of old-age security, the Soclal Security
Agt mets up two complementary systems, The purpose of one
is to ald states in givinz immnediate assistance to aged
individuals on a basis of need., The second provides for
future annultes to persons over the age of 635, based upon
thelr contributions from wages.zﬁl
The old-age assistance feature of the act provides for
grants-in-aid to states having epproved plans. 7o seeure

approval, a state plan musé:

239, Soolal Security Act, Title V, p. 18,

240. Ibidt’ Tltle V, p‘ 160

241, ©Sociel Security Board, A Brief Explanation of the Soclal
Security Act, {(wash., 1936), D« 3.
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"1, Provide that it shall be in effect in all
political subdivisions of the State, and, if admin-
istersd by them, be mandatory upon them.

Stateuz‘ Provide for financiel participation by the

L 4

"3+ Elther provide for the establishment or
designation of a single State agency to administer
the plan, or provide for the establishment or desig-
~nation of a single State asgency to supervise the
administration of the plan.

"4, Provide for grenting to any individual,
whose clalm for old-age sssistance 1s denled, an
opportunity for a feir hearing before such State
agoncy.

. ¥ « Provide such methods of administration « +
es are found by the Board to be necessary for the
efficient operation of the plan,

"6+ Provide that the State agency will make
such reports . « ¢« &8 the Board may from time to
time require.,

"?7. Provide that if the State or any of its
political subdivisions collecta from the estate of
any reciplent of old-age assistence any amount W th
respect to old~age assistance furnished him under
the plan, one~half of the net amount so collected
shall be promptly paild to the United States . + "

Further, a state plan must not impose:

*"l. An age requirement of more than sixty-five
years, except that the plan may impose, effective
until Jenuary 1, 1940 an age regquirement of as much
as seventy years,

"2, Any residence requirement which excludes
any resident of t'e State who has resided thereln
rive years during the nine years immedlately pre-
¢ceding the applicetion for cld-age assistance and
has resided therein contihuously for one year imme-
diately preccding the application.

"3. Any eitizenship requirement which excludes
any citizen of the United States.”

The grants to states with approved plans are tc be one-half
of the amount expended in the State for old-age asslstance
{exclusive of institutional aid) except that the Federal

eoniribution is 1imited'to 315 per month for each recipient
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of ajd. An additional five per cent of the grant to each
state 1s pald the States for administrative expenses, 242
By April 21, 1936 twenty-piine states end the District of
Columbla had approved old-age assistance plans in operation
and seven cthér states had submitted plans for approva1-243
Under the ¢ld-ags benefits or annulty rfeature of the
act, regular benefits are to bdbe paid to qualified individuals
as a matter.or right out of an "0ld-Age Reserve Ag¢count"”
created in the Federal Treasury. To qualify for bdenefits
under this section of the act, the individual must be at
least 65 yearas of age, and have received wages of at least
$2000 atter September 31, 1936 and before ettaining the age
of 65+ He must also have been employed in some five differe
ent calendar years after December 31, 1936 and berofevreaoh-
ing the age of 65, Classes of services excluded from the
provisions-of this part of the act include: azricultural
labdor, domestle service, casual labor, service on a vessel
documented uﬁder the laws of the United States or any for-
elgn country, service for Federal or State governments or
some political subdivision or instrumentality of either, ser-~
vice for non-profit literary, religlous, soclentific, charita-

ble, or educational organizations. Individuals who quallfy

242, Social Security Act, Title I, p. 1-3.
243, Soclal Security Board, press release for April 21, 1936,
P 8"’3.
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under this act ere entitled to benefits from the time they
reach 65, or from Januery 1, 1942 whichever is later - bene-
rfits to continue for the remainder of their lives. Benefits
will be pald at the rate of one-half of one per cent on the
first $3000 of wages earned after December 31, 1936 {and
rrior to reaching age of 65), one~twslfth of one percent of
the next @43,000 of wages earned, and one~twenty-fourth of
all wages over $45,000, except that the minimum monthly dbene-
fit will be 310 and the meximum $85.,00. Employess, whose |
to tal wages or length of employment before reaching the age
of 65 sre not sufficlent to qualify them for benefits, will
be entitled to a lumpesum payment of 3 and one-half per cent
of wages upon reaching retliremont age. Any individual over
the age of 65 who receives wagea in any month will heve his
benefits reduced one month for each month in which such wages
are reeéived- If any indlividual dles before reaching the age
of 65, three end one=~balf per cent of the wages conmsidered
for the purpose of the aot will be peld to his eatate‘a44
Thus under the provisions of this paré of the ect, anyone
whose total wagea before retirement age emounted to $3,000
would recelive monthly benefits of $15; one whose total wages
encunted to $25,000 would recelve $33.33 monthly; & men who

received a monthly salary of 3756 for a perlod of ten years

244, Soclel Seocurity Act, Title II, p. 3-7.
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before retirement would recelve monthly benefits of $20.245

The unemployment compensation features of the act gilve
the States a great deel of latitude in the type of laws enw
ected., The financial contribution of the Fedsral government
ie limited to the payment of the aduministrative expenses of
the state systems. The same .classes of service are exemnpt
from the provizions of this psrt of the act as from the pro=-
visions relating to the old~azs benefits or ennulties. In
other types of service a payroll tax of one per cent in 1936,
two per cent in 1937, and three per c¢ent in 1838 and there-
after, 1s levied on 2ll employers who have eight or more em-
rloyees for a perlod of twenty wéeka or wmore during the year,
However, each employer may credit up to ninety per cent of the
amount p&aid into any asprroved State unemployment campensation
plan sgainst this Federal tax.246 On March 31, 1936, eight
States and the Distriect of Columbia had enacted approved unw
employment compensation laws.247

A Soclial Security Board of three members servig for terms
of six years 18 created to administer the provisiona of this
act, except that the Maternsl and Child Health, the Crippled
Children, and Child Welfare provisions are to bs adninistered

by the Children's Bureau, and the Public Health provisions by

£45, Social Seeurity Board, Explanation, op. ¢it., p.8-8,

246, Social Security Act, Title I1II, p. 7-8 and Title 1X,
p. 22‘28.

247. ©Soo, Seo. Board, Explanation, op. clt., Pe Se
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the FPublie Health Service, and the Vocational Rehabilitetion
provisions by the Office of Education. The PBoard is author-
ized to appolnt such subordinate officers &s necessery in its
work, but appointments with a few exceptions must be in accord+
ance with the provisions of the clvileservice 1&ws:248
In addition to being a 1andmé¥k in the search for social
ssourity, the Soclal Security Act has been called “ono of
the greatest tax bllls™ in the bistory of the United States.,
According to estimetes, the verious taxes imposed by it ere
expected to bring in about three blllicon dcllsrs a year after

1948,%4°

Threo distincet taxes are 1lmposed under its provi-
slons. 7The payroll tax imposed by Title IX to finence un~
enmployment compensation has alresady been discussed. In addi=-
tion, Title VIII imposes two taxes to finance the operation
of the old-age annuity program set up under Title II, One

is sn income tex on employees, tha other an exclss tex on
employers, All employers of .elght or more (other than in

the exempted classes of service) are to deduct the tex of
their employees from the wages when pald and turn the amount
over to the United States. At the same tine, all such employ-
ers are required to pay a percentage tax upon thelir total pay
rolls, except that the vages of employess earning more than
$3000 ennually are exempt from both types of tex. In dboth

cases, the tax pald begins at cne per cent in 1937 and 18

248, Soeisl Security Act, Title VII, p. 18-19.
249, Time, July 1, 1335, p. 1ll.
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increased by ocne-half pser cent every fourth year until reach-
ing & total of three per cent in 1949.250 The reserve fund |
created by this tax and also the reserve for the unemployment
compensation plan must be invested {beyond actusl needs for
the payment of benefits due) by the Secretary of the Treasury
in United States bonds, or in obligations guaranteed both es
to prinecipal and interest by the Unlted States. If necessary,
" bonds may be issued to provide an investment for these funds.gsl
To summarlze, the ac¢t includes seven or eight types of
soclal insurance programs and is bdesed upon all three possie-
ble philosophies: (1) Federal grants-in-aid to States as
exempliried by the éld-aga asslstance, child security, health,
and eld to the blind provisions} {2) A FederaleState tax-
offset scheme, which 1s the basis of the unemployment compen=
sation fsaturej and (3) A completely national plan, which 1s
the basis of the old-age benefit provislon. The first group
may be divided into Federal subsidles to states which adopt
gratuitous pensions, and out-and-out subdbsidles for State
welfare programs, Further, 1t is patently the intentlon of
the act that ths Federal compulsory insurance system for old-
age retirement shall gradually replace the old-age assistance
of grents-in~ald system. The child-ald, maternity, vocational

guidance, pudlic health, and related provislons are mpre or

250, Socisl Securlty Agt, Title VIII, p. 19-22.
251, Ibid., Title II, p. 4; Title IX, p. 24.
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less substltutes for a system of health insurance, and while
they represent a definite step forward they ars more in the
nature of rellef rather than soelal insurence as such 252

The entirsprogram is colored by the President's belief that

a social insurance program should be aelf-sustainingass -
thus the lack of contridbutions by the Federal Government to
the unemployment and old-age bdbenefit funds. The unemploye
ment compensation features of the law invite lack of uni-
formity among state systems by encouraging the idea of merit-
rating among employers and reserve accounts of various kinds
with the accompanying opportunities for lowered rates, but
with accordingly greater risks of decreased benefits to
workers than in the case of pooled-fund accounta.254 Finally,
enthusiasm for the passage of such a blll was in inverse pro-
portion to knowledge of its implications. In the fage of the
general ignorance of our people end our Congress on the sub-
Ject of social insurance, in the face of the lack of adequate
knowledga of such fundamentals as our own unemploymenﬁ sta-
tisties, without en educational program esmong our people, in
disregard of much of Luropean experience, we simply knocked '
a scheme together and ran it through the mill, hoping with
all the naivete of & Townsendite or a Soclal Crediter, that

252, opstein, Our Insecurity Act, p. 61-62.
253, Time, Nov, 26, 1934, pe« 16.
254, Sscug,tz AOt, Title IX, Y« 2720,
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this would usher in en economie end & social Utopla. It will
be Bmall wonder 1if we suffer some gristous disappointments.ass
In the foregoing discusslon, only the Soclal Security Lot

has besn considered in the discussion of tﬁe securlty pro=~ )
gram of the New Deal: The reason for this was the fact that
the other measures which could be considered s sscurity
measurog were slther stop-gap measures intended as temporary
relief, or they have been invalidated through judicial decil-
sions., As it stands now, the Soclal Security Act would seem
to be ths only New Deal measurs yet in force which aims at

a comprehensive program of social security for the future,
Critioisms of the l.ew Deal Program

The most bitter criticisms of the Social Seocurity Act

do not come, strangely enough, from rabid conservatives, anti-
New Dealers, oxr the "Vested Interests™, Instead, they come
from those who have worked long and ardently to make social
insurance the policy cof our government, The glst of these
eritieisms is expressed in the fear that, since this is an
unwise law, say the critics, and since it was concelved and
" passed 1n profound ignorance of ths real fundamentals of
soclal insurance, and since it contains sc much that is unorth-

odox, it is surely dcomed to feilure. They feer that the faile
ure of this attempt to estadblish security will bring 80 much

255+ ZEpstein, Insecurity, A Challenge to Amerligs, p. 669677,
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diseppolntment und disgust in its wake, that the whole social
insurance movement will be considered a fallure &s e Tesult,
end that the hard-won gains of years will be lost, It is this
fear that the soclal security movement will suffer a severe
set~back thet prompts most of the eriticism that heaes been ex-
pressed. No attempt vill be made here to give an exhaustive
acoount of the soriticisms expressed, but the paraéraphs that
follow will attempt to llst some of the more serious - snd at
least the typlecal charges egeinst the present program.

One of the earllest eriticisms expressed was of the
Presléent's cholcs of persomnel for the Comnittee om Zconomie
Seourity. HNo reflection upon the ability of the Committee is
suggested, but the President has besn criticized severely
because he 4id not seleot a lay commlittee of experts in the
flsld to make this study and suggest a program. Instead, he
seleocted the dbusiest memdbers of his administration: Miss
Frances Perkins, Secretary of Laborj Mr. Henry Morgenthau, Jr.}
Searetary of the Treasuryj lMr, Homer Cumnings, Attorney Generw
al; kr, Henry A. Wallace, Secretary of Agriculturej andilr.
Harry L. Hopkins, Federal Emergency Relief Administrator,
Further, on the resesrch staff employsd by the Cabinet Comnittee
most of the cutlstanding American Authorities on social insure

ance were oonsplcouous by thelr absence.ase

256+ Epstein, Insecurity, A Challencs of Americe, p. 672,
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Another criticism rests upon the probvable constitutional
difficulties of the aoct. Of all methods of putting the pro-
gram into actlon, the subsldy system seemed least likely to
suffer from judicial aotion, yet this method was adopted in
the welfare parts of the blll only. The tax-offset method
used for unemployment insurence is believed to present very
serious constitutional obJections, as well as conflicting
with many state constitutions., The nationel plan adopted for
old-age benefits seemed even more doudtful from & constitu-
tional ptandpaint, and many states found thelr constitutions
to present difficulties in the way of turning the proceeds of
& payroll tax over to the neational government. These doubt-
ful provisions endanger the entire structure in spite of the
declaration in Title XI, Section 1103 that "if eny provision
of this Act . « « is held invalid, the remeinder of the Act
e s+ « 8hall not be affected theredby." An adverse decision
on this law by a court might set the entlire movement back for
a long time.257

The unemployment compensation provisions seem entirely
inadequate., Since the entire cost rests upon the employers
the funds will scarcely be large enough to provide very
generous benefits. Most state laws reqpird a walting period

of four wecks, with benefits limited to a maximum of $15 a

_£57. Lpstein, Insecurity, A Challenge to America, p. 731-732.

tplien-
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week over a period of ten to twelve weeks. A further weak-
ness of the unemployment provisions is the effect of the tax-
offset method, It was originally rfelt by the Cabinet
Committee that this system would eliminate the advantages
employers in states without unemployment insurance might have
over those 1n states which enacted such plans, since the
Federal tax would have to be paeid whether spent in the state
from which it was collected or not. Thus it was felt that
employers would want unemployment insurance so that fheir
funds would be earmarked in Washington for the relief of un-
employment in their own states, However, the criticism is
made that the exact opposite is the result of the fact that
the Federal government remlts only minety per cent of the
employer's contribution to the State inastead of walving the
entire emount. That is whensver a state levies a tax below
ér.edual to the Federal tax, the embloyar must at all times
pay 10 per cent more of the Federal tax, Should any State
lovy a tax in excess of three per cent, the problem of State
competition will loom larger than ever for the employers of
that State.<>3 A further -otiticism of the act is aimed at the
merit-rating provisiona which allow separate reserves and

lower rates for employers with a good shcwing in the matter

258. Epstein, Soelal Insecurlity Act, p. 63-64.
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of keeplng their men employed or who are able to guerantee a
minimum of employment. This runs counter to ths fundamental
of soclal lnsurance that the costs must be widely distributed
and not allowed to rest upon those least able to bear them.
The fallure of the government to contribute still further
violates this prineiple since the well-to~do are relieved of
participation through taxation. The system set up is simply
a system of compulsory payments "by the poor for the impovere
1shed, »=°9

The old-age annuity provisions ere open to question on
many counts, the critica belleve, First of all, the young
workers eare golng to be unduly burdened to pay the annuities
of those who will not have time to seccumulate a sufficlent
reserve themselves before they reach the retirement age.
Secondly, the matter of the Investment of the fund creates a
sericus question. The balance in reserve will reach almost
forty-saven billion dollars dy 1980, 1t 1is estimated. This
sum 1s equivalent to four times the value of all the gold
reserves of the world's centrl banks and governments. It is
about half agsin aa large as the present nationsl dedbt, Yel
this huge fund may be invested only in government bonds - in
other words, we must increcse our debt by half in order to

provide an investment for these funds. Furthermore, such a

259, ZILpstelin, Insecurity, A Challenge to America, p. 771-783.
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step will mean withdrawal of all government bonds and other
obligations from the market, with the result that banks, in-
surance companies, and industries no longer have these invest-
ments to act as "economic safety velves®™, The exact results
would be hard to foretell, but it is not beyond the range of
possibilities that thess relesased funds would be invested in
capital goods, eventually bringing about deasper depression,
A third obJection to the scheme as 1t stends 1s the fact thet
large reserves of thias type are always in danger of being
used by politiciens for other purposes. A pay-es-you~-go
system, it 1s felt, would avold this danger.2°® Another ob-
Jectlion is that the bullding up of a large reserve wlll
freezo a great deal of purchasing power at a time when it is

sorely needed.aGI

A further weakness of the annuities 1s the

fact that they tax dboth industry and the employees ln a dur-

densome manner, and yet .in most ceses the benefits will de

only slightly more ( sometimes even less) than now recelved

under the non~contributory pensions dbeing pald in most atates.zea
The thing that makes most of the oriltics so very bitter

about the whole situation is thaet it represents so very plaine

ly a lost cpportunity. At the time of the pasasage of the

260. Epstein, Insecurity, A Challenge to America, p. 760-763,

261. Paul Dougles, Socisl Security in the United States, p.
168 « quoted in Epstein, op. cit., pe 764.

262, <psteln, op. eit., p. 766~767.
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Social Security Act, President Roosevelt was at the zenlth of
his power and popularity. Any kind of bill that he favored
could have been passed. Thus 1t is that the workers in this
fleld feel that it is a tregedy that a really adequate bill -
or bettar, a numdber of bills = could not have been passed at
thet ¢time., ©Such an opportunity may not come again within a
gencration.

Must we feel, then, that the New Deallas made no solid
contribution to the cause of social security? Even the bitter~
est critics would hesltate to suggest that. In the words of
Mr., Epstelin:

"The deficlenecles of the Act ¢aunot obacure the

fact that America has definitely committed itself to

the alleviation of the major 1ills of our system

through the constructive instrumentality of social

insursnce. Regardless of the consequence of this

particular Act, the movement for soclal security has

not only gaine& immeasurably by this acknowledgment

of the need for social insurence in the United Rates,

but definite progress has been made in having the

government clearly recognize its obligation,”

Regardless of the distance we have yet to go to really
complete our search for soclel seocurlity, and regéfdless of
whether the New Deal's contribution has been all that it might
have been, it has made a contribution that 1s both great and
definite. In 1933 and following, we found our government ad-
mitting that the government owed the cltizen something just as

definitely as the citizen owed the government something. We

263. Epsteln, Insecurity, A Challenge to America, p. 670,
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- took & mighty step along the road to security when the New
Deal b:oka a precedent and toock a chance that it was possibdle

%o feed our hungry without demorslizing them - or, if not,
demoralization was to bve pfererred to starvation. We need
only think dback as far ms 1932 to reallze how far we have
come when 8 President announces as his first objective the
sscurity of the citizens of the country. 7Ten yeers ago scclal
insurance was not quite a respectable subjest to even think
about. Regardless of whether this initial aect in the United
States 1s good or bad, of whether it ie of & temporary nature
or not, regardless, even, of its constitutionality - it 1s
a beginning in the right direction. The ice has been broken
at last, and this may be the entering wedge for something
comprehensive end permanent. Not that we need hope for any~
thing perfect nor for securlty for everyone for a long time to
coms. The mllienium is not at hand. We may undergo a great
deal of suffering and dlstress yet before our search ends,
but two things the New Deal has done. It has recognized the
responsiblility of this government for the welfare of its
economically helpless citizens, and 1t has glven the prestige
of government authority to an attempt to fix a minimum of
comfort and decency in living conditions below which no
cltizen must be allowed to go.
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CBAPTER VIII
CONCLUSBION
The Fanaceas

I have oconceded that each of the nostrums considered in
this atudy has made some contribution to the search for socciel
security. In every case, the rca%ly important contridution
has been along the line of pointing out the weaknesses of the
present system, or focusing pudblic opinicn upon some of the
most orying needs of the masaes of our peorle. Occasionally
the contridution has teken the additionel form of @& warning
that fundeamental reform along the line of providing mass
seourity cannot te postponed 1nd§t£n!toly. Can any of these
sohemes be expected to deoome the tasis of a resl scoial se-
ourlity progrem, however? Let us now summarize each plan con-
sidered agalnzghq 1izht of that gquestion, '

In the field of the lesser nostrums, we must reject
Technoocracy as the possible background of a permanent socisl
sequrity progrem. ReJeotion of this scheme comes largely
upon the basis that the scheme 1tself is inocomplete. The
Technoorats simply p&intod out B number of things wrong |
with our system, Adehbated them at great length, aﬁggeatod
éertnln lines ©of improvemwent, and let it go at that., They
suggested no way of getting from "here to there”™ dbut left
us suspended in mid-eir, so to speak, by their assertion
that the present state of affeirs was all wrong, their

proposed system was the answer to sll our economic ills,
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but they couldn't be bothered about the way in which the change
or any pa:t of 1t was to be accomplished,

Likewise we find 1t neceasary‘tO'rerdt the Share-QOur-
VWealth movement of the late Huey P. Long without any great
investigation of the merit of its proposals. This arbitrary‘
handling of the Long movement is Justified by the personality
and record of fhe foundeér. tince his sinderity is open to
grave doubts, and since hié“record in Loulsiana would serve
to diacoﬁrage the bvellierl thatkhe was in any wﬁy concerned
with furnishing real social security, we would f£ind it easy
to reject this bchemo as a security program oveﬁ had Huey
lived and evenlad the plan contained the elements of econom<
iec aoundnops. ' |

The basis of the rejeotion of Upton Sinclair's EPIC
novomanf as the ultimate gure for all our soclal and eco-
nomic 1lls is slightly different. This plan must be rejlected
because it demands a revolutiona:y change in a system domina-
ted bi semi-conservﬁtive thought. EPIC demanded a new and
untried exp@rimontAand held up as its ultimate goal the com-
plete elimination of private enterprise in our industrial
life~-a system of steste socialism in other words. Pb;sanally.
I feel that there is much to be uaih for the type of thing
that Sinolair was trying to do. Affer ali, anything less
than the ownership and‘operatibn of our economic system by

and for the great mass of the psople 1s simply a method of
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salving over the weakness of the presént system. Complete
social security could probably be achleved better through
the medium of publ;c ownership and its accompanying opera-
tlon for use and not for profit than in any other way. Further,
there is a chance that EPIC might have operated successfully
if given the opportunity. At least other depression born
cooperatives throughout western United States have-ahown that
some degree of success in such an enterprise 1is possibdble.
While the system might not have accomplished all that Sinclair
hoped for it, it might at least have alleviated some phases of
the relief problem in California. ﬁovertheless, in spite of
all that may be saild in fevor of the plan, 1t wes dcomed by
the faot that 1t frightaned a great many people. To many it
was a dilstinct threat, and at best it was something new and
untrisd, which was probably even more damning in a consorvé-
tive_socioty. At any rate, we must reject as the basis of
our social security program a scheme which frightens a great
part of our socliety at the outset by proclaiming the doctrine
of revolution~-however bloodless—-and proround'sooial change,
and which immediately calls for a strugzle between the "haves™
and the "have-nots™.

While Soclal Credit dces not call for any drastic change
in our organization; we must reject it also as the foupdation
of our social security program., Flausible as it mey sound in

some Oof its phas;s, it still gives us no method of reaching
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the millenlum which 1t promises, .¥ithout a prectioable way
of evaluating the vorth'of the "oultural heritage™ to each
individuel, without a relisbdle means of determininé the in-
dividual'n share of the "unearned inorement of assooiation”,
and without scme means of determining in an aoourate way the
propsr national dividend, §Qc1a1 Credit must remain simply a
pious hope, 7Further, before we can accept Social Crediﬁ as
a possidhle solution, it should be shown that the use of the
national divijend to give end the sales tax to take away is
.not. in fact, a method of taking money out of ones pocket and
~ "with & great deal of 4ifficulty, vexation, expense, &nd a
certain emount of parsde”™ putting it into another. So fear
tholloading advocates of Sooial Credit have done little to
answer thsse objectiocns to thelr plan as the bdbasis for real
social security. They are equally nebulous as to just how
the system is to be put intooperation in the first pleaece,
We shall probdadbly f£ind it far easier to reject. the
Townsend plan in all its phases in these pages than the
country as & whole will f£ind 1t to put it down politiocally
end have it stay fown. This has the lergest following of
81l the ncstrums, 1t followers are by fayr more hysterical
than the followers of eny other plen, and 1its philosophy
1s the most dangerous, both to the cause of reecl soocleal
security and to the jrinoiples of sound government, Ve
are able to point ocut a numder of reasons why the Townsend

Flan could not be the source of social security, end any
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one of these reasons is sufricient cause in itself for the
rejection of the movement as the answer‘to our search for
soclal security. To summarize the objeotions to the Plan:

l. The Plan is by no means free of the suspicion of
being a promotion scheme for the enrichment of the
founders at the expense of deluded oldsters to whom
1t holds out the promise of permanent security.

2., The cost of the Plan removes it from the field
of economio possibility. It proposes to place from
one~third to one-half the national income in the
hands of a twelfth of the people, It further seeks
t0o raise by taxation each year & sum equal to two-
thirds the national dedt which we expect to repay

. only with great 4ifficulty over a pericd of perhaps
Tifty years.

3. The transactions tax which is to finance the Flan
will violate the principle of taxing according to abil-
ity to pay. The tax will be pald upon necessities as
wall as upon Jluxuries, and will thus bear more hsavily
upon the poor thé&n upon any one else. Further this tax
will be pyramided at the outset since the tax will Ve
collected upon each transsetion which takes place bde-
tween the originel producer of the raw material and
even the ultimate consumer of the finished product.
Even 8o, the proposed tax of two per oent would probably
be insufficient to raise the necessary revenue making
it necessary to impose & heavier and even more burden-
some tax. At the very bdest, the tax would be at least
doudbled since everyone would pay it once when he col~
leocted his income and again when he spent it,

4. Due %o the mdvantage that the tax would give the
chain stores with their fewer transactions between
producer and consumer, the Plan would mean the very
opposite of soclial security for the independent busi-
ness man, Regardless of the stimulation the plan
might furnish to business, the small independent could
not overcome the advantaze that the chain store would
derive from the operation of the transaction tax.

5. The 1dea that inoreased circuletion of money or
the tax levied under the Plan would, by themselves,
bring prosperity is entirely fallacious. These two
things neither increase nor create wealth,

~
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6. Operation of the Plan would result in the heavy taxation
of many who are in dire need simply to give 3200 a month to
@ great number of old people who 40 not need it, with an.
accompanying neglect of eripples, widows, and orphans whosse
needs might be much greater.

7. The increase in prices which would result partly from
the inflationary aspects of the plan and partly from the
addition of the tax to all prices would result eventually
in making the purchasing power of the pensions only a
fraction of $200, and at the same time the purchasing

power of wages and all other income would be reduced
proportionately.

4

8. The cost of administration of such & scheme would
be almost as expensive as the cost of the pensions them~
solves. Thls cost added to the enormous costs of the
ggn:io:gazggzzyfo reduce the whole proposal to the nature
All in all it is unfortunate that so many of these nostrums
have received such a wide reception. Even though they have made
some contridbution to the search for social security, they in-
variably arouse hopes impossible of fulfillment. 4ll these
schemes carry in their wake & number of pocliticians who are
willing to take the edherents of the schemes "for a fide"
and who gncourage thelir belief in the possibilities of the
schemes in order to build up a political following. 1In
other words, with most of the panaceas there is the thorough-
ly nasty spectacle of politicians trading#upon human misery
and suffering accompanied by the equally unwholesome desire
of a graat.qharo of the followers to get something for nothiné,
1.109, the 3200 a month promised by Townsend or the basic

dividend of $25 promised by Adberhart,
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The Program of the New Deal

The Social Segurity Act passed in August, 1935, consti-
tutes a great forward step in the search for sccial security
as we have already noted. Perhaps the most significant thing
about this act is the rfact that it has committed the govern-~
ment of this country to a prdgram of social insurance. The
entire record of the New Deal has served to glve reéognition
of the governmegt's responsidbllity for the %elraro of the
economically helpless, and the official recognition of the
principle of soclal insurance is a fittinz climax to phe
New Deal's contridution to the search for social seocurity.
The precedents set by the Roosevelt iAdministration have made
a return to the "frontier-idealism™ of the Hoover--Coolidge
era impossidble. No matter whether the present administration
is returned to office, or whether Mr. Landon becomes a tenant
in the White House, our government 1s unequivocally committed
to the proposition that it is the function of government to
see that itas citizens 4o not go below a definite minlimum
standard of comfort and decency. The New Deal then has
takeﬁ an importent first step in the direction of a real
social security program. I place these observations con-
cerning the New Deal first in my conclusions concerning

 its program, since I believe that they represent the most
important facts concerning the present program. The Tre-

mainder of my observations concerning the Scecial Seourity
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Act will be devoted to & eriticism of its weaknesses, but I
am anxious to stress, first, my bellef that regardless of
the things that may be wrong W1th‘the Act, the New Deal hasa
made a significant advance in what I believe is the right
direction,

Many of the defects of the Soclal Security Act may de
traced, I believe, to the way in whioch it was conceived and
in which it becsme law. The outstanding early mistake was
in the selection of a committee to prepare a report on the
possibilities of security through soccial insurence. A lay
committee of students and experts in this field was greatly
to be desired, but instead the President appointed the five
busiest members of his administration to this committee with
the result that thorough consideration of the subject was im-
possible, PFurther the time devoted to the subject by this
committee was far too short. The President's declaration
for a system financed by contridutions and not by taxes
again served to emasculate what might have been an adsquate
system. Finally, the passage of the bill through Congress
was hasty, and the ignorance of Representatives and Senators
upon the subject wes profouwnd. Correction of these early
flews would prodably heve meant & much stronger measure
then the Act finelly enected.

The old-age provisions of the Act are open to serious
eriticism. Thse existence of an old-age pension and en an-
nuity system side by side may lead to consideradle dlfficulty.

It has elready bveen pointed out that in many cases annultles
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will be less adequate or only slightly grester than old-age
pPensions whose recipients have not contributed to the funds
from which their benefits are received. Little attention
~was glven to the possible cost of the pension system at the
time of the passage of the act, but even though this feature
should. eventually de replaced by the ennuity system, there
¥ill be severel years that the cost will rise as high as a
dpillion dollars. Complete replacement wiil te impossible
duse to the fect that pensions must still be granted on the
basis of need to those classes of employeeq not covered

by the anuity systenm.

The annuity features may be criticized along other
lines tbarn %he cumparative inadeguacy of benefits, however.
fhe nost serious criticism I have to maks of this reéture
of the act 1s the fact that lt‘iﬁ based;upon the bullding
up of a huge reserve. As originally recomrended by the
Committee on Economioc Seéurity the reserve would never
haie risen above fifteen dillion dollars, and the pay-as-
you-go idea would have dominated the system. That 1is, all
workers under 65 would havs supported the system for those
over the retirement age under the essurance timt they in
turn would Ye supported by the contridutions of the younger
workeré when they reached the pension age, As changed by
COngreﬁs (at the recommendation of the President) the
system will accumulate reserves of about 49 bdbillion by

1986, however. These reserves may be invested only in
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.@overnment Yonds or obligations gueranteed by the government.

Some weaknesses inherent in the reserve system are:

l. 7The necessity of investment in government bonds will
require the permanent existence of a national debt half
again as large as our present huge dedbt. The interest
on this debt alone will require the expenditure of over

a b%llian dollars of the yearly revenues of the govern-
mant,

2, As a result of the necessity of investment bonds
for these reserve funds, all government obligations
will be removed from the market. The lack of a "safety
valve” for the investment of the surplus funds of banks,
industry, life lnsurance companies and the like may
have serious consequences.

3. Under the reserve system, there will always be

considerable excess of income over outgo. This is

sure to lead to agitation for a dangerous lidberali-

zation of the benefits or to e program of unsound

government spending. A huge reserve fund is always

open to the danger of "raids"™ for other purposes

by politicians more interested in pleasing the voters

of the present than sacrificing the needs of the present

to the interests of the voters of the future.

4. The bduilding up of large reserves results in the

Treezinz of needed purchasing power--something ceontrary

to the whole thought and practice of the New Desl.

As contrasted to this, a pay-as-you-go system has the
definite advantagze that 1t tends to keep t he benefits within
manageadble linits, since they become & relatively large chargs
upon current taxes, Such a system keeps the taxpayers sacutely
aware of the cost of the system with the gratifylng result
that there is less likelihood that the plan will break down
due to having promised more than can be delivered. Thus
from the viewpoint of the government, the taxpayers, end

the rocipients of benefits themselves, 1t ias necessary to
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oonclude that the bay-as-you-~-go system, or a system accumu=-
leting only small reserves 1s‘mnoh to be preferred to a ‘
syetem which seeks to acscumulate a huge reserve the interest
on which will take care of all benefit payments. |
St11l another criticism of the annulty features of the
Soclal Security Act 1s based upon the probable constitutional
difficulties of this part of the sct, While in theory the
‘national system employed is greatly to be desired, it is open
to grave constitutional doudbts, On the other hand, the sub-
81dy system used in relation to the pension features is
clearly oconstitutional. PFurther, many states are tao;d
yltﬁ the necessity of meaking oonstifutionai changes before
" the proceeds oflthe'supporting taxes can be turned over to
the Federal‘Treasury.
The unemployment features of the act are perhéps,the
weakest features of the entire act. To summaerize some of
the most important weaknesses:

1. There is grave doubt as to the constitutionality
of the tax-offset system adopted.

2. The fact that only 90 per cent and not ell of the
tax of any employer 1s walved to the state system has
the effect of retarding the asdoption of state plans
rather than encouraging them as was the purpose of the’
tax-offset. 1dea, . '

3. The act encourages the lack of uniformity eamong
state systems by allowing for both pooled and employer-
reserve and industry-reserve funds, The application
of merit-rating provisions 1s a further encouragement
to lack of uniformity as well as a violation of the
social insurance principle that the costs must not
rest upon those least avle to bear them.

4. Fallure of the government to contribute is a
further violation of this principle. Finanolng the
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cost of unemployment insurence solely by 2 tax upon
exployers will mean that ultimately the consumera
will bear the cost end that therefore the laborers
in thelr capacitiees o6s consumers will bde forced to
bear the entire turden of the system while the well=
to-40 of the country make no contritution or only a
negligivle contridution.
. Benefits will necessarily te smell, walting
periods long, ond the Auration of tenefits short.
due to the effort to set up systems that are sotuarially
scund without the contridution of the government.
Relatively few critioiszs of the welfare provisions of
the aot are to te found. These proviaions represent a con-
sideratle extension of Federal activity elonz the lines of
child welfsre, public health, aid for the blind &nd so on.
They are financed by Federal grents-in~ald to states and
for that resson sre more satisfasctory than the unemployment
features as well as being in less denger of beinz invalildated
by Sudioclal deocision. The most important oriticism of these
features es they now exist is, in my opinion, the fsoct that
the grants ere rether small sven thouzh they 4o represent
en extension of Federal activity. However, this weakness
ocan easily be remedied as time goes on. Lany critics sugz~
gest that the failure to estatlish a definite system of
health insurance is a valil oriticism of these features
of the act, but forreasons to be stated later I 40 not

feel that this ia an importent eriticisr, although 1 4o
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believe in health insurance.

I wish to reiterate a criticism of the entire act made
in the last chapter. Taken &s & whole, the asct represents
a loat opportunity. At the time of 1ts pessage, any kind
of act favored by Nr, Roose#clt coulg have been pessed. Thusa
it 1s all the more tregicec that fuller study could not have
been given to such & meesure and a better bill enacted.

A Boelal Security Progrem for the Future

FPerhaps I should make it clear &t the outset of this
section that I am now discussing the type of program that
I would favor and not necessarily the program I think apt
to be achieved within the near future, The existence of
the Soeilal Security aAct, bad though it may be, makes any
immediate changze in ocur set-up highly problematical until
the weaknesses of the act are more thoroughly exposed
through experience. In the meantime there is elways the
danger that the experience will be 30 unpleasant that the
movement will be set back for years, or that a like injury
will be inflicted as a result of an adverse court declsion
upon some of the features of the act of doubtful constitu-
tionality. This then 1s simply a general outline of the
hypothetiocel program which I would favor.

I have stated elsewhere that I feel that the only
possible solution under our present soclal and economic

organization is a comprehensive system of soelel insurance,
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I feel that the term, social 1nsurance; includes all the
things mentioned in Mr. Epstein's definition which I quoted
in chapter six (unemployment, sickness, invalidity, old-age,
death of the dread-~winnter, i{llness and burial of a member of
the family, the birth of a child, or the burden of supporting
a large family) because these are the things asgainst which
the ordinery individual cannot afford to 1nau§e himself in
a commercial company, and unless these risks be insured in
some way there is no social security, However, I do not
fesl that any good purpose will be served by.trying to Jump
into e complete and all embrecing system of soclial insurance
all in one Jjump. I 40 not feel that American public opinion
is quite ready for so large a move, and a period of educae
tion will be necessary before we are realiy for that step.
I reel that my opinion in this matter {s supported by
"Buropean experience. In no country in Europe was a ocomplete
program of social insurance echieved over night. ZXuropean
systema grew up pipce-meal over & period of fifty years,
new features beinz added es public opinion was prepared
for them end the need was felt.  First of all then I feel
that we should undertake & period of education in the
United States and undertake only such phases of soclal in-
surané; as wé are ready for now,

I feel that at the present time 1t is best to continue

the general grants-in-aid to states for welfare work instead
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of trying to develop & comprehensive system of health insurance
and the like. There ia so much opposition to health insurance
on the;part of organized mediocine, insurance ocompanies and
the like that 1t would jeopardize the entire social insurance
program to insist upon a health program now. In the field
of industrial accidents and workmen®s compensation, the op=-
position 13 less important, but some progress has been made
by state plans, and this field can wait also until the general
public 1s educated to e demand for an all-embracing insurance
program. At the present time I believe that social insurance
should be limited to two fields in the United States: old-age
and unemployment insurance. |
I feel that we are ready for socisl insurance programs

in these two flelds now because of the thought that has been
glven to bdoth because of the depression and the events of
the past few years. If succesaful progrems in these flelds
can be established, then it will be only & matter of time

~until the program can be expanded into the other fields

' gonsidered desirable., W#e have et least become old-age and
unemployment insurence minded since 1929, and adequate pro-
grams would de comparatively easy to estabdblish.
‘ In both types of insurance I would favor contributions
by the employer, the worker, and the state. The contributions
on the part of the state are justified by the principle that
the costs must dbe spread, and the contributions by the worker

by the psychological advantage of having him participate as
a matter of rigzht in the benefits of the system. I feel
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that the ayatem set up should be Federal-State in which the
Federal contribution takes the form of a subsidy. A purely
national set-up would be desirabdle from a theoretical stand-
point, but would probably be impossible withéut a constitutional
amendment. The necessary uniformity can be secured, however,
by demanding that states meet definite requirements to secure
thelr subsidies from the Federal governﬁent. Insorarzas posQ
sible the taxes s vied to support these systems should bde
income or inheritance taxes in order to place &s large a
share as possible of the dbdurden upon those most able to pay.
Coverage should be as wide as possibvle, and same provision
should be made for wage-earners who are constantly moving
from state to state. Administration should be as simplified
and inexpensive as possibdble. x\/, ‘
For reasons indicated in the last section, I feel that
the old-age insurance system should b4 on the pay-as~you-go
basis and that only small reserves should be accumulated.
Age 85 would be a satisfactory retirement ege, Old-age
insurence does not imply the ability to drop institutional
relief of eall kinds, since this type of relief will still
be necessary for many of the incapacitated and enfeebled
aged, Frovadly a supplementery system of old-age pensions
will also be necessary in case there are any classes not
covered by the insurance system. Pensions based upon need
should not be equal to annulties based upon contributions,

howe ver.
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Unemployment insurance should rrovide for the bveginning

of benefits after a short waiting period, and benefits should

extend as lonz as there 1h«naed-ras under the British system~--

whether the system 1s actuarially sound or‘not. ¥hen such ex-~

tension is necessary, sooial'insurance tecomes insurence for

society (against riot, disorder, and so on) as well as in-

surance against the risks which be: .set the individual. Benefits

should btear some relation to salary (hall to three-fourths,

perhaps) and should be granted upon evidence of unemployment

and not ¢of need. The system should bé administered through

employment exchanges at which the unemployed would register

to

recalive benefits oér to bve placed in Jjobs if possible. Un-

less there is provision for extenslion of benefits during

erergency periods, there must be some permanent relief set-

up
At
of
or
be

as

to care for workers after their benefits have been exhausted,
f£irst it would probadbly be wise to attempt coverage only
those workers whose annual salaries are less than 33000
even those less than 52000, The system should of oourse
compulsory to secure es wide a dlstridution of the risk

possible, The mistakes of the present act which allow

merit-rating and verious types of reserve fund should not

be

repeated. Further, the present provisions which require

two cumbersome (Federal and State) sets of records, returns,

and the like on the part of employers should bte eliminated

in

favor of as simple a method of tax collection as possible.

A set-up by means of which the employer pald his total contri-

bution and that of his employees to one agency by means of
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stamp purchase snd employee records were kept by means of
stamp books would eliminate many of the unwieldy features
of the present sot.

I 4o not feel, of course, that I have outlined here any
comprehensive or adequate program of social security. I have
simply trled to point out what mizht successfully bs done as
& beginning., 4s I have indicated, a process of education
will be necessary before there can be any real expansion of
the principles of social insurence in the United States. It
is vital, therefore, that we dc not "bite off more than we
can chew"” for the initial experiment. A successful opera-
tion of the two types of insurance mentioned will be the
best argument for the extension of the system. By "success~
fnl operation”™ I mean~-as I have indlcsted in en eerlier
chapter~~the relief of human misery in & manner which leaves
the recipient of relief his self-respect. If this is accom~
plished, the ejatem is successful and solvent regardless of
whether the income from contributions equals outgo in benefits
or not. The achiesvement of soclal security will not be the
work of & day or & month or even a year., Even when (or ir)
the time comes that we have a really comprehensive program
of social insurance in the Unlted States we shell probetly
rin& that 1t leaves & great deal to be desired. Nevertheless,
such a sy;tem. I delieve, offers the best possible means of
providing the minimum requirements of life for the greatest

number of people under our present organization. I sincerely
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believe~«and my observation of the followings acquired bdy
the "panaceista™ is responsidle for the belief--that unless
this minimum security is provided by this means, we shall
see a decided change in our organizetion, and e revolution
by ballots can bte jJjust as disastrous es a revolution by
bullets. Social insurance, it seems to me, is a possible
bulwark between the present system and a& sudden and perhaps
'undesirable change some time in the next depression. For
this reason end for the reason that we need what it has to
offer, I 4o not hesitate to sugzest social insurance as the

logical next step in the search for social security.
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