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INTRODUCTION
"Unemployment is a dreadful scourge and a social sin. It is a major

cause of war and of poverty, and an indictment of our society. Yet most of
us have been indifferent and irresponsible in our attitude toward this most
critical problem. . . . Unemployment must not be continually relieved
it must be abolished!"

Such was the keynote of the Interfaith Conference on Unemployment,
held June 4, 5, and 6, 1940, in the Nation's Capital, and so declared the
Report of the Findings Committee, adopted without dissent at the closing
session.

All phases of the unemployment problem were presented in a notable
program of addresses by distinguished churchmen representative of Protes
tant, Catholic, and Jewish groups, by prominent labor leaders and industrial
ists, by Members of Congress and Government departmental officials, and by
economists, social workers, and publicists who are recognized authorities in
their respective fields. Within the limitations of this booklet it is possible to
present only a few of these addresses, together with the Findings as adopted.
A complete report of the proceedings is available and may be secured
by addressing the Interfaith Conference on Unemployment Committee, 297
Fourth Avenue, New York City, price 15c.

This booklet is published and distributed free, until the edition is
exhausted, by the AMERICAN ASSOCIATION FOR ECONOMIC FREEDOM, Mills
Building, Washington, D. C.
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Roles of Government and Voluntary Organizations
in Dealing with Unemployment Problem

by

THE REV. R. A. McGOWAN

Department of Social Action, National Catholic Welfare Conference

Although in some dispute, certain facts have become common knowl
edge. Unemployment is now normal to the American economic system. It is
due to the poverty of those already at work in city and farm; for they form
the great body of the people, and in a country built to produce great masses
of common goods and services, unless the masses can buy in great quantities,
great numbers of the people will not have their services used at all. The
reason why the great body of the people who work are unable to buy enough
is that both the prices of a large part of the goods they buy and sell and the
incomes from their work are rigged against them. Their prices and incomes
are rigged against them because a minority are in chief control of these
prices and incomes and use their control for their own power and excessive
profit. The rigging also cuts expansion and freezes savings.

They are in control by reason of their wealth, by reason of their control
of vast key corporations, by reason of their control over credit in the past
and, to a degree, now, and by reason of combines, inside and outside the
trade associations, to rule prices and to throw barriers in the way of the
organization and effective action of labor, farmers and consumers. And this
situation, which would be bad even among primitive savages, becomes cata
clysmic when productive equipment is so costly and the ability to produce so
much goods with so little use of men has reached the startling stage of our
time of applied science. How startlingly tremendous is the wealth of the
twentieth century is clear when a country so relatively populous .and rela
tively poor as Germany can, apart from normal life and normal work, send so
large a proportion of its wealth and its men to purposes of slaughter and
empire.

THE DANGEROUS CURE
But setting unemployed men to work and putting idle resources and

machines to use, by turning men, resources and machines into a vast army
and commissary is just about as dangerous a way of curing unemployment
and underproduction as one can possibly imagine. I have no complaint
whatever with our preparing ourselves to meet whatever kind of horrible
world will arise from the ashes of Europe and Asia. Far from complaint,
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6 Unemployment Must Be Abolished!

there should be nothing but praise. But no probable program of prepared
ness that we adopt will take up all the slack. Moreover, when such a pro
gram has developed it will return to the ranks of the unemployed a large part
of the people it uses in the period of its expansion. So on both these counts
alone-both present value and future value of preparedness in relation to
unemployment-it has to be greatly discounted.

Anyway, to attempt to cure so fundamentally vicious a thing as a world
that is both pagan and wealthy by preparations for war is to pile evil upon
evil and ruin everything. Let military preparedness stand on its own solid
feet and borrow no strength from the demand that unemployment end.

Instead we can, and should, make both the military and the non-military
sectors of our economy serve to end unemployment. But to do that, the
present haphazard way of relying upon a mixture of business-ruled prices,
competitive prices and governmental prices and of union-ruled wages, com
petitive wages and governmental wages is out of the question. Bad as the
old cut-throat competition was, unjust of its nature and unjust in its effects,
it did at any rate let business and employment recover after it had once put
work, output and trade on the chutes. There is not even this poor consolation
now.

Yet we hesitate to do the things we have to do. We hesitate to take
prices in hand and incomes in hand. We hesitate to use these two elements
of purchasing power to get the full output, the steady employment and the
good living for the people which the welfare of the country and justice
demand.

There are reasons for our hesitation. One is that we are so enormously
wealthy that even at low gear we can easily support millions, though poorly,
outside the channels of ordinary production; the pressure of mere existence
is not so massive in the United States. Another reason is that we are terrified
at the spectacle of other countries which have organized themselves to end
unemployment and we are afraid that we, too, might set up an all-pervasive,
all powerful, domineering Total-State before which the rights of man would
be grass.

THERE IS A SOLUTION
But I think the real reason is we are still too selfish to hunt for a right

program and launch ' it. For surely we can both save our liberties and estab
lish these other human rights of steady work and a good livelihood. Surely
it cannot be true that there is no way out. Surely it cannot be true that we
have the choice between a reign of injustice and unemployment on the one
hand and Total-States on the other. Surely there is not bankruptcy of intel
lect and morals, not idiocy and depravity.

There is, I believe, a solution.
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In theory-whether there can be a solution, in fact, depends on many
forces-the solution seems to me to be for the people's own freely created
and self-governing economic organizations to sit down together, by industries
and in a general economic congress, and with governmental help work out
and enforce those rules of economic decency which are rules, also, of
prosperity.

There are differences between this way of action and the economy of
Total-States which set them at opposite poles. Personal ownership is retained,
to differentiate it sharply from Communism. The people freely organize
themselves into their own employers' associations, labor unions, farmers'
cooperatives and consumers' organizations and rule their own organizations;
this is the very reverse of the government-created, government-ruled economic
organizations of all Total-States. And these organizations and not the
government stand in the first line of action in the planning and guidance of
production, prices and incomes.

'At the risk of arousing prejudices, although the matter comes to mind at
once, let me say that this is an NRA with major differences. The differences,
at a glance, are many. The unions would be in the code authorities. The
organizations of an industry would make up the code authority. The code
authorities would head up directly in a congress of the industries, farming
included, and not directly in the government. Whatever the help they would
get from government, including pressure when it is necessary, they would be
the first functioning body and the government would stand in the second line
of action and defense. The Federal Government would deal only with indus
tries that come under the new interpretation of interstate commerce. And the
distinct interest of consumers would be directly represented, for example,
through consumers' counsels coming from the cooperative consumers' organ
izations.

DEMOCRACY IN ECONOMIC LIFE
It seems to me that if we have a certain kind of human being in the

United States-and not by any means a perfect one-this arrangement should
work moderately well. It relies on the people inside economic life, who know
it best, to live up part way to their function. It knows that owners are inter
ested most in profits and that workers are interested most in steady work and
so it insists that workers be in on all policy. It accepts the fact that one
industry buys from the other and it sees that in a congress of industries a
check can be put on the depredations of anyone industry. But it has no
Utopian confidence in a perfection of the sense or morals of people and while
it makes no god of government or government officials, it knows that they
often have an objectivity and a special sense of the common good which are
needed to help industry work right. It knows, too, that government has
a sanctioning power which is needed to make good decisions en-
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forceable and to change bad decisions when necessary. It recognizes,
too, that while an organized democracy in economic life ought to
work for the general welfare, government is created for that special
purpose.

There are other reasons for government action. One is that unless gov
ernment gives at least the leadership there will not be the concerted action
that is essential. A prime function of economic coordination is to correct
prices. If we wait for a Congress of American Industry to form itself and
work out the right coordination of prices voluntarily, we shall wait in vain
and meanwhile unemployment will run its course to still deeper tragedy.

Besides, under our scheme of law, as appears clear in the Supreme
Court's decision on the Bituminous Coal Conservation Act, government must
act for prices to be deliberately coordinated. If industries act on their own
they are in danger of prosecution as monopolies. If they act with govern
mental sanction but without a sufficient governmental review that is amply
defined by statute, their action is invalid and the law is null because it is in
contradiction with the principle that private organizations are exercising the
powers of government and the principle that the executive is exercising law
making power. But if the government itself acts, and acts in accord with
ample instructions from Congress, then the government may well use the
organizations of an industry to the utmost. Incidentally, this decision proves,
also, that our government possesses the constitutional power to act. Indeed,
the whole decision, both positively and negatively, is a guide in this whole
matter.

I is perfectly possible, however, under these instructions of the Court,
that the governmental body, which reviews the decisions of an organized
industry and of a congress of industries and helps them to reach right deci
sions, might set itself up as a dictator and move into the driver's seat. This
is a risk we run. And it seems to me that the outcome depends only in part
upon any ambitions of politicians and officeholders to extend their power. It
depends in even larger part upon whether the trade associations and labor
unions of a large part of the industries would be strongly and freely organ
ized, ably led and imbued with a willingness to work out a coordinated pro
gram of economic planning. A political democracy depends upon the calibre
of the citizens no less than an economic democracy.

Whether we have such economic citizens, I do not attempt to say because
only the trial will prove. But there are good reasons for thinking that we
may have them.

Practically every line of industry and trade is quite well organized on its
business side, even if incomplete as yet, and there are fairly representative
unions for every major industry. These organizations are freely organized
and they govern themselves. They are also ably led.
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UNIONS WANT TO COOPERATE

9

The great question is whether they will rise to the need of a coordinated
and planned program for American economic life and do their important
part. We begin with one enormous advantage. In most mod.rn coun tries the
stronger unions have held, even if tamely or sporadically, to the belief that
employer and employee are born to hate one another and that there is no
hope of relief from unemployment and poverty until there are no more
employers. To them the union is an incidental reform measure and a train
ing-ground of revolution. This is emphatically not true of American labor
or American unions. Our unions want to cooperate with management and
believe that wholesale employer-employee cooperation can solve our
problems.

I am not so sure of management and the owners. But a number of indus
tries. for example railroads, coal, the building trades, the garment trades, and
large sections of the printing trades, and a scattered but growing number of
business men everywhere, are practicing employer-union cooperation and
seem ready for a coordinated program of economic planning in which they
and the unions would be the first planners. The situation is so dangerous
and unemployment has lasted so long, it may be that governmental leadership
can bring enough of them together to make their decisions representative and
moderately satisfactory. I say moderately satisfactory because not only will
there never be perfection, but in the early stages of transition no high level
of accomplishment can be expected. An all-good and all-wise dictator might
get perfection at once just as the other type of dictator can have his blitzkrieg.
But if we can make a not unsatisfactory beginning, we can then grow into
wiser and fuller action as we learn.

I doubt if any such proposal as this would either be made or
accepted now during these months of the political campaign. Yet
I should like even at this stage of things to urge that following the
election and inauguration of a President, the Administration call a
conference, or conferences, of organized employers, organized labor
and organized farmers, along with public and consumer representa
tives, to work out the form and functions of the first stages of a self
organized, self-governing economic democracy in the United States.

VARIOUS APPROACHES

They might approach the matter from the standpoint of the expansion
of production. They might approach it from the standpoint of adjusting
prices. They might use the framework of the Industry Boards, provided in
the Wages-Hours Act, and expand these functions. They might decide to
merge a whole coordinated program with the preparedness program or with
the Walsh.Healey Act. They might well demand a new system of investment
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banking to channel savings into new investments at lower rates of interest and
of profits than people.expect. These are matters of tactics to be decided best
by those in government and the economic organizations in the circumstances
existing at the time of any decision. Whichever is moderately good and help
ful ought to be acted upon.

For when Americans live in the kind of world that this has become, still
have 10 millions unemployed after 11 years of activity, and know that the
unemployment is caused by outrageously unbalanced incomes and prices in
a country that gets employment for everybody only through good living for
everybody, and if we also firmly and rightly refuse to make government a
dictator, then we must use the organizations that we ourselves created for the
very purpose of handling incomes and prices and demand of our government
that it call them into conference for joint decision and joint action with its
help. We know that in an election year that is impossible. But it should be
the first, as it is the unfinished, business when the people shall have decided
who are to be our President and legislature for the coming four years. What
will come out of this war, only God knows. But even human beings can
know that America is not safe when 10 millions of us remain workless when
we will not go far beyond the good things we have done in the last seven
years.

As surely as it is certain that our faith in democracy is justified-as
surely as it has been demonstrated that the genius of our people can cope
with every crisis and every emergency-as surely as this consummation will
be devoutly blessed by Americans of whatever church or creed-just that
surely we shall see that out of this procedure there will come a program for
action that will solve the problem which has baffled us for a decade. We
shall see involuntary unemployment relegated to the limbo of forgotten evils.
We shall see our vast resources made to yield the economy of abundance
that is possible and in which all groups of our people will share in the full
measure of their service toward its realization. We shall see men of today
consecrated to the general welfare by their deeds as the forefathers were
consecrated in spirit and vision when they evolved the organic law of our
nation.

In bringing this about American industry and business will find
their new frontier-that frontier which will be opened up when all
Americans can earn incomes that suffice for at least a health and
comfort standard of living.

SELFISHNESS THE GREAT DANGER
The great danger is the possible selfishness of the people of the indus

tries and classes and their possible refusal to fit their own rights and own
welfare into the rights and welfare of all the people. I do not believe that we
are as bad in these respects as cynics say. But cynics can still claim that
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they may conceivably be right. Certainly we need far more dedication to the
general good than we have yet achieved. The only motive for such dedication
that does not finally ruin itself is love of the general good for the love of
God. That means a revival of religion in a form that looks to personal
salvation through aiding the salvation of others, both hereafter and here.
And that, in turn, means-and I hope it is possible in this black generation
-the high consecration of all of us to the love of God and the love of our
brother because he is made in the image of God. For fear that any of you
may think I am asking the impossible, let me say that I think that the
tragic economic system we live in is so bad that only a faltering and con
fused dedication to God and to man seems possible, and yet that more dedi
cation exists than the system induces. If government and economic organ
izations harness it, the dedication can expand and we can have a new spring.



Factors Involved in Planning

by

GEORGE SOULE
Editor, The New Republic, New York City

If, as is probable, it has already been said at this conference that the
national defense program will not in itself cure unemployment, I do not
apologize for saying it again, for the point needs to be emphasized.

Britain, after two years of active preparations, six months of war pro
duction, and the raising of an army by conscription, still had a large number
of unemployed. Even regarding the matter crudely according to the amount
to be spent, the addition of a billion dollars or two to the budget for arma
ment, if all spent within a year, would not give direct employment to more
than a million workers even at a low average wage. And whatever multiplier
may reasonably be used to estimate the resulting indirect employment, it
would not be sufficient to absorb a majority of our surplus labor. Insofar as
new taxes are levied to pay the cost, or governmental expenses are cut in
other departments, the effect of employment is likely to be less.

We must remember, too, that during a rapid shift in the nature of our
production, shortages of labor in some occupations requiring special training
or skill may be accompanied by large pockets of unemployment in other
sectors. Surplus coal miners cannot be retrained overnight to mill machine
tools. Indeed, a bottleneck of production for which sufficient skilled workers
cannot be found may actually prevent the employment of many who would
otherwise be available and competent to do work dependent on the process
where the bottleneck exists. We are familiar enough with this fact in the case
of strikes of highly skilled crafts; as for instance where all the employees on
a large building operation may have to be laid off because of a stoppage by
the iron workers. It is equally true when skilled men for key points are
unavailable for lack of training-as they are bound to be after a period of
slack operation in industry. Finally, the defense preparations will be con
centrated in certain industries, leaving others unaffected, and actually injuring
still others.

It is necessary to point out also that preservation of the democratic way of
life against its enemies involves not merely preparing armies and navies to
hold off armed invaders but strengthening the whole national morale and the
economic structure of the country in general. A large number of Hitler's
original storm-troopers were recruited from the unemployed in republican
Germany. It is as important a part of our struggle for the survival of liberty
to end unemployment as it is to create an invincible air force. My first point

[ 12 ]
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is, then, that unemployment will not automatically be abolished by the
defense program, and that one of the most important essentials of a defense
program is to abolish it.

NEED NOT IMPOVERISH OURSELVES
The second point has to do with the general economic nature of our

program. It is commonly assumed that in order to build an adequate fighting
machine we must impoverish ourselves in other directions. The .approach of
war preparation is viewed with fear of its economic consequences by many
sections of the community; people look ahead not only to burdensome taxes
but to reduced incomes, loss of investments, meatless and fuelless days, and
general hardship.

This would be true in the case of a nation already living at the top of its
resources, or near enough to the limit so that it must choose between guns
and butter. It would be true of a nation largely dependent on imports for its
raw materials. It is not, however, necessarily true of the United States at the
present time. Economists have estimated that we could increase our current
national income immensely, we could probably increase it in a relatively
short time from 60 to 70 billion dollars annually to 90 to 100 billion-without
any increase in prices. That means that, so far as the over-all potentialities
are concerned, we could have a defense program that cost not only five
billion annually, but one that cost twenty-five billion, and still have as much
left over for ordinary civilian life as we have now.

We ought to be able both to arm ourselves, and at the same
time to rehouse the nation and raise standards of living in many
depressed sectors. I mean by this that we are not prevented from
doing so by any general shortage of materials, labor, or capital
equipment.

Whether we shall do it or not is a different matter, and that is where
national economic planning enters the picture.

It is taken for granted nowadays that we must have planning in order to
do a good job at arming ourselves. When there is a national problem of
building houses or feeding the hungry, people say that planning is a vague and
meaningless abstraction, that it would involve dictatorship, that nobody has
enough mental capacity to tackle it. But when it is a question of manufactur
ing airplanes and tanks and depriving people not only of food but of life
itself, practical men suddenly accept planning and arrive at a miraculous
understanding of what it is all about.

PLANNING IS ESSENTIAL

Of course it would be conceivable to try to fight a war without economic
planning-it used to be done in the good old days, when military purchasing
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agents simply went out into the market and bought what they pleased with
out regard for competition with each other or for the needs of the general
public. But that was when war was a much more primitive affair than it is
now, and when the weapons and supplies needed for it were much simpler
and were required in smaller quantities. But now it is recognized that a good
deal of careful advanced thought and cooperation is necessary if we are not
to get into a tangle in supplying the army and navy. It is logical, especially
at this time, to suggest that much the same processes are necessary in order to
get out of the tangle we have long been suffering in supplying the civilian
population of the United States.

The techniques of planning have long been used in progressive indus
tries; its principles are familiar and have many times been expounded by
experts in management. First, you must have a definable objective. The
choice of this main objective is not the function of the planning expert, it is
laid down for him by the executive of a corporation-or by the government
of a people. The first job of the planner is research, to define this objective
in feasible terms and layout a program for achieving it. His second job is
to obtain the cooperation of the various people whose efforts are necessary
to achieve it, and layout in some detail how their work is to be coordinated.
The third job is to check the program continually in its execution, modifying
it or supplementing it as conditions require. That, in general, is all there is
to it. All that is necessary is agreement on the objective and willingness to
work together in an organized fashion to achieve it.

Dictatorship is not required. A pure democracy like a New
England town meeting can use planning advice to layout a park
system. A great nation like the United States can use it to fight a
war or to raise the standard of living.

It is true that men in the army and navy have less free choice among
goods for use than do those in civilian life, and therefore that it is somewhat
easier to layout a production program to supply military forces. But it is
also true that the supplies for a modern army and navy are manifold and
intricate, and that every single detail of them must be planned in advance.
Whereas we do not need even to try to plan for the production of many
goods for civilians, which they choose freely at retail in a competitive market.
We need only plan certain basic and important things in which their choice
is not so varied, such as housing construction, supplies of staple foods, rail
roads, electric power, soil conservation and water supply, public services of
all kinds. A certain amount of such planning is inseparable in any case from
planning for war. We are accustomed to the idea that where shortages of
supplies occur, use by civilians must be rationed in the interest of the mili
tary. We are even accustomed to the idea that where shortages exist, it is
often possible to plan to remedy them by arranging for increased production.
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But what is this except the very problem of unemployment and poverty
itself, translated to a war setting? Only a tiny extension of customary war
planning would be necessary to arrange for a greater supply for civilians, and
jobs for the persons needed to make this greater supply, when the shortage
is caused not by demands of the miliary, but by improper functioning of our
hit-or-miss economic institutions.

PROBLEM IS COMPLEX

Mobilizing a nation for modern war is no child's play. The planning
problem involved is complex and far-reaching. It touches every corner of
national life, and it includes not only mining, farming and manufacture, but
transportation, storage, merchandising, finance, credit, and taxation. A far
less rigorous sort of planning in peace time would do marvels in improving
our national house-keeping. But even the war type of planning is not
necessarily dictatorial in an undemocratic sense. It does mean that limita
tions must be thrown about the use of national resources for other than
national purposes. It means efforts should be made to prevent exploitation
of the emergency for private advantage. It means that the most important
uses shall have first call on supplies or facilities of which there is a shortage.
It means that we must work together to produce these results, heeding expert
advice. But it does not mean that we cannot elect our President or cannot
voice our criticism through elected representatives in legislatures, or cannot
say or print what we like. It does not mean that we cannot as individuals use
our time and incomes as we please, insofar as we have leisure or a surplus.

What democratic planning amounts to, either in war or in
peace, is public endorsement of traffic regulations, scientifically
designed and enforced on all alike so that we shall all be able to get
where we want to go with as much speed and as few fatalities as
possible.

Finally, It IS important to point out that skillful planning during the
creation of a war economy is essential to avoid economic disaster when the
time comes-as it must eventually come-when the war economy is to be
demobilized. We certainly must learn the techniques of building up em
ployment and production in industries serving civilian needs if we are to
know what to do when soldiers return to civilian life and war workers in
industry lose their jobs. We all remember what was involved in the "return
to normalcy" in 1920. If such a helter skelter process is allowed to occur
again, there will follow social consequences which none of us would like to
face.

The present crisis of the world is not just a war of nations. It
is also a great social convulsion, in which somehow the desire of the
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common man for security with freedom must be given practical
expression if Hitlerism is not to win the world, whether or not
Hitler wins the war. A revolutionary process is afoot, and it is above
all the business of us in this country and the business of us who feel
the moral imperatives that caused this conference to be called, to set'
that it is turned out of destructive and into creative channels.



Labor's Interest in Democratic Planning
Excerpts from Address by

PHILIP MURRAY

Steel Workers Organizing Committee, and Vice President;
Congress of Industrial Organizations

The existence of millions of able-bodied and willing workers in the ranks
of the unemployed-a minimum of ten million unable to find private jobs
is the most forceful argument for a healthy development of long range eco
nomic planning.

Labor is interested in a national policy of economic planning, designed
to stabilize production and regularize employment. Labor's interest arises
out of the fact that its people are the ones who have to bear the brunt of
unemployment. The workers of this nation and their families suffer from
all descriptions of unemployment. Workers suffer periodic seasonal unem
ployment, amounting to as much as one-fourth to one-third of the calendar
year. In addition, regularly employed workers and their families suffer from
part-time employment, something distinct from seasonal employment. This
type of unemployment results from curtailed operations due to lack of orders.
The failure of our economic machinery to maintain a steady flow of orders in
our industrial plants is at the root of our unemployment problem. This, in
turn, arises out of the failure of industry to distribute equitably the fruits of
technology.

As a result, another, and equally serious, type of unemployment has
afflicted labor in increasing degrees during the past decade. I refer to tech
nological unemployment. Instead of technological changes contributing to a
larger working force, they have brought about a shrinkage in the ranks of
gainfully employed workers. When industrial production, for instance,
reached the peaks of 1929 and exceeded them last ovember and December,
the Federal Reserve Board reported at least a million fewer gainfully em
ployed workers, while other estimates range as high as two and one-half
million fewer workers. The basic iron and steel industry affords a perfect
example of how our industrial machinery has been geared to produce more
and more goods with fewer and fewer workers.

INVENTION OUSTS WORKERS
One single invention in steel-the automatic strip mill-has already

thrown forty thousand workers out of their jobs, reduced a score of thriving
steel communities to ghost towns, pushed eighteen small independent com 
panies closer and closer to the brinks of bankruptcy, and concentrated the
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production of steel products in fewer and larger hands. And another forty
five thousand workers and score of towns are fast going into economic ruin
and degradation. All because a mighty industry has failed to plan the intro
duction of new machinery. Thus the steel industry is employing fewer
workers today than at its peak employment in 1937. These technologically
displaced workers are not suffering from seasonal and part-time unemploy
ment any more; they are completely unemployed now, idle fifty-two weeks a
year.

Ever since the development of mass unemployment in our country, like
other leaders of labor, I have been urging upon government, industry, agricul
ture, and labor, a cooperative undertaking, designed to put more people to
work, to absorb in industry people who are now unemployed, and to give the
youth of our country a chance in life. Before labor conventions, manage
ment conferences, and meetings of this description, I have .urged leaders of
industry, government, banking, farming, and labor, to get together under the
auspices of the Federal Government and to do something of a constructive
nature to increase our national income and to alleviate the present high taxa
tion imposed-in many instances inequitably-upon our people for the
purpose of maintaining an impossible economy. Our economy has been
made impossible of maintenance through taxation because of the failure of
private industry to employ the unemployed workers of America.

DEVELOP CONSTRUCTIVE PROPOSALS
Nothing has come of our efforts, to date, to convene a national unem

ployment conference, called by the President of the United States, of leaders
of government, industry, labor, and farm groups. In advocating such a
conference, we have had in mind a broad discussion of our whole national
economy that would encompass an exchange of ideas from which there might
develop constructive proposals to which each of the groups represented in
such a conference might subscribe.

Two years ago in speaking before the Twenty-Second Annual Meeting
of the National Industrial Conference Board, I stated, and I reiterate today:

"The great organization I represent is willing to join
in such a cooperative undertaking to render what unselfish
patriotic service it can to our country. We call upon all
other groups to cooperate with the President in the
manner indicated so that we can jointly tackle and solve
the economic difficulties we are all confronted with at
present."

At the present time our country is confronted with the necessity of under
taking a huge national defense and rearmament program. The successful
administration of this program requires the full cooperation of industry,
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labor, finan ce, agriculture, and government. I feel confident that through
the cooperation of these groups in making successful the national defense
program, th ere will evolve a sound foundation upon which these groups can
continue their cooperation for th e purpose of evolving practical solutions
which would promote economic prosperity and stability .

I stro ng ly feel that the program of an y boards or age nc ies created in
connection with our national defense program should include a comprehen
sive study of our economy. The leaders from the several groups in our
economy that will make up these boards or agencies should jointly endeavor
to work out a practical program designed to achi eve the following results:

1. Prevent a complete coll apse of our domestic economy when
the rearmament program and/or war orders stop, as stop th ey will.

2. Devise ways and means of shif ting our industrial production
from rearmament and war orders to domestic purposes without
suffering long and severe periods of unemployment and industrial
stagnation.

It is obvious that economic planning on a much larger scale
than has hitherto been practiced is necessary for the successful exe
cution of the national defense program. The experience which we
are bound to gain from the economic planning undertaken in con
nection with our defense program must not be lost. Instead, it
should be used for the purpose of continuing economic planning
for the promotion of our domestic welfare, once the national de
fense program has been completed.

In conclusion, I feel that it is more urgent now than ever be
fore that the leaders of labor, industry, finance, agriculture, and
government, pool their resources in a cooperative and patriotic
endeavor to permanently solve the unemployment problem.



Unemployment and Finance

by

E. A. GOLDENWEISER
Director, Division of Research and Statistics, Federal

Reserve System

To form an idea of the role of finance in solving the unemployment
problem, the best way is at first to leave finance out of the picture. Our
problem, in realistic work-a-day terms, is to produce enough goods of the
kinds the people need to supply their wants and to so distribute them as to
provide as good a living for all our people as our resources will permit.
Public and private finance are only devices, pieces of machinery, for the
achievement of this objective. Taxation and public borrowing, private and
government lending agencies, the government's relation to their operation,
the supply and turnover of money, and money incomes are parts' of this
machinery.

THE PROBLEM

We need first to solve our material problems and then to so adjust
the financial machinery as to make it serve rather than impede the economic
process. We have the natural resources, the manpower, and the financial
machinery to accomplish our purpose. We should and could have full em
ployment and adequate incomes.

Ours is an economy of abundance, not an economy of scarcity. Yet
our real income is no larger than ten years ago, while our population has
grown. The dollar figures are $83,000,000,000 in 1929 and $69,000,
000,000 in 1939. When allowance is made for the reduction in prices and
for the fact that consequently each dollar represents more goods, it appears
that the national income in terms of physical output is about the same as it
was ten years ago. And we have to divide this income among 9 million more
people. That is the crux of our problem. What is wrong?

NOT ENOUGH PRODUCTION TO
MEET THE PEOPLE'S NEEDS

I think the fundamental fact is that we do not produce enough-not
enough to meet the needs of the people. Measured in dollars, merely as a
convenient unit for addition, we need to produce about $75,000,000,000 a year
of consumption goods to give families with the lowest incomes a minimum
standard of living; not a high standard of living, mind you, but a decent
standard of living. As against this requirement we produce only about
$60,000,000,000 a year of such goods.

[ 20 ]
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We talk about agricultural surpluses. They have been a problem with
us for a long time. But in realistic terms those surpluses are only a measure
of malnutrition. Twenty million people have only five cents worth of food
for each meal. If they had enough to eat, we would have no surpluses; we
would have shortages. We only produce about three and one-half ounces of
meat per person per day, which amounts to only one-half a decent helping
for one meal; we only produce a little more than one-half ounce of butter per
person per day, about two pats; there are only enough suits made for a
man to have one suit every two years; and the output of women's clothing is
correspondingly low. About 15 to 25 per cent of our houses are not really
fit to live in, and nine-tenths of our farmhouses have no bathrooms.

Our production of necessities at this time is, therefore, not adequate to
meet the needs of our people for a decent standard of living. This leaves
out of consideration comforts and luxuries, of which there are only enough
to meet the needs of a small group of relatively fortunate people.

We do not produce enough for the purpose of meeting our needs, and
in the process we do not employ enough people to give everyone a job.
There are probably at this time about 11 millions of unemployed. The
figure is much argued about; but it does not make any difference in our
approach to the problem whether it is nine, ten, or eleven millions. Obvi
ously it is vastly more than we can afford to have. In addition perhaps one
half as many again are only partly employed. We are using only seven
tenths of our available manpower. We need to produce about 40 per cent
more than we d.o in order to employ in the process of production-full-time
production-all the people that can work.

LIMITING FACTOR: THE POWER TO CONSUME

It is clear to anyone that in view of this country's great resources In

manpower, machinery, and ability we are not limited by our capacity to
produce. We suffer from insufficient ability to buy all that we want to
consume. People who do not have enough wish to consume more, but their
wish is not backed by the power to do so.

This is for the reason that our economy is operating at only
three-fourths of capacity. On the one hand we have an army of
unemployed, and on the other, the great majority of our people do
not earn enough. One-third of our families have less than 565 a
month and nine-tenths have no more than $200 a month. So long
as our aggregate income and its distributiori remain on the present
basis, we shall not be able to consume what we can and should
produce. Consequently we shall not produce it.
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SOLUTION: JOBS FOR ALL AT DECENT PAY
In order to maintain a flow of goods and services sufficient in volume and

so distributed as to give every family what it requires, what must we do?
Broadly speaking, there are only two requirements for solving the problem:
(1) we must give every employable person a job, and (2) we must give him
enough for his work to enable him and his family to have as high a standard
of living as the nation can afford. If we can do those two things, we shali
have solved not only the unemployment problem but also a large part of our
other economic problems and many of our political problems. We have
tried to do this as a nation repeatedly over .a long period. We have tried
more vigorously in the last ten years, because the need has been greater than
usual, but we have not accomplished the result.

Speaking for myself personally and unofficially, I believe that the way
to cut the Gordian knot would be for the government to undertake to provide
a job for every man and woman able and willing to work but unable to secure
a job in private enterprise. Surely a nation with our resources can afford
that, and, in my opinion, it cannot afford to do otherwise. To do that the
government would have to undertake a large amount of socially desirable but
commercially unprofitable tasks . on a sufficiently large and varied scale to
absorb the unemployed. There are plenty of such tasks. Just now the out
standing one is national defense; but roads, schools, bridges, hospitals,
recreation grounds, and various other enterprises can and must be found
in sufficient amount to absorb unemployment when the time comes, as we
pray it may soon, when strengthening the national defense will no longer be
the paramount objective.

Surely we can use our resources for advancing our economic welfare as
well as we can use them for defense and destruction. Large-scale unemploy
ment is as great a danger to our national life, in the form in which we like
to preserve it, as would be a foreign invasion.

BETTER DISTRIBUTION OF INCOME
But to provide employment, though it is the biggest single step, is not

enough. It is also necessary to have the national income so distributed as
to provide enough buying power for consumers to take off the market most
of what they collectively produce, and to leave for investment, that is, for
the maintenance and expansion of our productive plant, enough, and not
more than enough, to meet our growing needs. The government should exert
an influence in that direction. Taking the nation as a whole, too much sav
ing results in hoarding and too little saving, in stagnation. A delicate balance
within a reasonable range must be struck. The government's programs of
taxation, social security, and spending must be adjusted to that need. Some
improvement in machinery for bargaining by the underprivileged must also
be developed. If those elements of our population which now receive far too
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little for a decent living had some means of enforcing their claims to justice,
I think we would make another important step in the direction of solving
our economic as well as our social problems.

This is a hard problem. It is hard because of its very simplicity.
Roundabout, conventional methods have resulted in slight progress, but they
have not cured the evil.

We do not know-in my opinion no one can know-whether our
economy is at a stage where private enterprise can no longer keep the coun
try's workers employed. The view that it is at such a stage has been expressed
from time to time for the last one hundred years, particularly whenever the
country was in a depression. Maybe this view is correct now, even though
it was not in the past. But whether it is right or not, we cannot afford to
wait long enough to find out. We must act now but be prepared to withdraw
if, as, and when governmental enterprise begins to compete with private
enterprise for labor and material. We do not know whether enough new
industries are in the offing, nor whether old industries, need expansion and
modernization on a sufficient scale to provide jobs for all. Perhaps so, per
haps not, but we cannot afford to wait and find out, because when we do
it may be too late to prevent disaster. We must, therefore, act promptly.

At the present time activity will increase as the result of building
national defense, but, while this takes place, we should get together and
give our best thought to how to arrange for the transition of our
economy to a peace basis, because we hope and trust that we do not have
to depend continuously and permanently on war conditions to keep our people
employed.

GOVERNMENT ACTIVITY MUST BE FLEXIBLE
It is just as important that government activity be flexible as that it be

adequate. It must be so geared as to expand when private business con
tracts and to contract when private business expands. The government must
be prepared to withdraw and limit its participation in business just as soon
as there is evidence that there is competition for labor, machinery, and
materials by the government with private enterprise. With such adjust
ments government participation would be reduced to the necessary minimum
and yet would be adequate to keep the machine in full operation. It is quite
probable that the government would be able to reduce its participation very
substantially in the course of time. It may not have to be as large as some
fear, nor as large as some hope.

The principal thing on which we must determine now, how
ever, and let the future develop the rest, is that we must have full
employment-by private industries if we can, by government action
if we must.
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THE ROLE OF FINANCE

What is the place of finance in this picture?

The function of public finance in this program is to raise enough
revenue to do the job. We shall unquestionably need in the immediate future
both increased taxes and additional borrowing. If the taxes are rational and
equitable and if the borrowing is expertly handled, the problem will not be
difficult. We should appreciate our good fortune in having sufficient resources
to meet our needs. No other country in the world is in anything like as good
a position as we are.

We do not need to create additional money. There is plenty, actual and
potential. We should raise the funds needed by drawing on the existing
supply through borrowing, because the amount of money in existence is
larger than it has even been. It is larger than during the period of prosperity
in the late twenties, and the creation of additional money would serve no good
purpose.

We have as a result of a tremendous inflow of gold from foreign coun
tries some $6,000,000,000 of reserves in excess of what the law requires
banks to hold. On the basis of these reserves bank credit could expand to
double the amount in existence today. In the circumstances the creation of
additional money might result in a rise of prices and values that would inter
fere with the continuous progress of recovery.

In order to be prepared, our financial authorities should have the power
to control an overexpansion of credit on the basis of existing and additional
reserves. This power should not be used, however, until our economic plant
approaches capacity. It is only when there is competitive bidding for a
limited amount of goods which cannot be met by an increase in production
that inflation can take hold. We do not need to fear inflation in the immedi
ate future, but as a matter of safety and assurance we ought to have increased
power for control of inflation if and when it develops.

We need also in our financial mechanism better coordination between
banking powers and monetary and supervisory powers in our government,
State and Federal. We have a very loose organization. Numerous powers
are distributed among the States and a number of Federal agencies. Now
when the nation's need for efficient operation is increasing, our financial
mechanism should be streamlined with a view to serving the needs of the
country far better than is possible under present arrangements.

What is needed in private finance is to bring together the abundant funds
that are in existence and the people who need them. This will happen with
increased employment, enlarged national income, and expanded demand for
the products of industry. As business volume rises, there will be more
demand for funds and a greater number of acceptable borrowers and of will
ing lenders.
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We need improvements in our financial machinery, to be sure, but, with
adequate vision on the part of its operators and with the equipment we have
now, I think our banking system is in a position to rise to the occasion and
serve the needs of the country. when the fundamental objective of an adequate
income properly distributed has been achieved.

To sum up, we have the resources, the manpower, the productive equip
ment, and the financial machinery necessary for prosperity. Do we lack the
intelligence or the will? Surely we must have both.



Taxation in Relation to Reduction of Unemployment
Excerpts from Address by

PAUL STUDENSKI
Professor of Economics, New York University

The progressive levies of the Federal personal income tax have not exer
cised per se any marked deleterious influence on business activity, even
though they have imposed considerable burdens on business men in the
middle and upper income groups, as individuals, compelling them to curtail
their personal savings and consumption. But the curtailment of the savings
of these individuals has not deprived business of required capital since there
has been during this depression a plentitude of capital available for the needs
of any business venture offering reasonable possibilities of success. The
curtailment of the consumption of these well-to-do business men, on the
other hand, may have reduced the demand for luxury goods. However, this
possible reduction in the consumption of the well-to-do has been more than
offset by the expansion in the consumption of the poor resulting from the
huge governmental expenditures on relief and other measures which placed
billions of dollars of purchasing power into their hands.

Nevertheless, a notion has developed among business men as individuals,
that the present rates of the personal income tax take so much of their gains
from business as to make it scarcely worthwhile for them "to try to increase
their earning power. It is impossible to verify the correctness of this claim,
for it deals with a state of mind rather than with objective facts. The state
ment may contain a grain of truth. One thing is certain: if business men
keep on reiterating that the income tax is so heavy as to make exertions and
risk-taking scarcely worth their while, they will in the end convince them
selves that this is true. Then a powerful psychological factor will be added
to other factors which have discouraged business enterprise.

But the present bitter feelings among entrepreneurial groups against
existing schedules of the personal income tax are not due so much to the
heavy sacrifices which are exacted as to the fact that these sacrifices are
required for the support of governmental policies which, in their opinion,
are detrimental to the existence of the business system which they cherish.
If these same sacrifices were required to support governmental polices which
they approved, such as, for example, balancing of the budget, or financing a
program of preparedness, they would bear these sacrifices without much
complaint. The necessity to turn over to the government a substantial portion
of their income for the support of the policies which they believe to be un
sound may have dampened here and there the natural inclination of business
men to expand their operations.

[ 26 ]



Taxation in Relation to Reduction in Unemployment 27

STIMULATE, RATHER THAN IMPEDE

To summarize, two points should be made. Economically and objectively
highly progressive rates of personal income taxes levied to sustain public con
sumption during a depression not only do not impede bu siness activity, but in
fact they stimulate it. Psychologically and subjectiv ely, however , in an
atmosph er e charged with political and economic prejudices, they exert an
added deterring influence on busin ess. On balance the po sitive effects of
these progressive rates outweight the negative ones. . .

According to a Dun and Bradstreet survey, all the taxes paid
by business to the Federal, State and local governments taken to
gether, including even that peer of all taxes--the general property
tax-amounted in 1938 to the following percentages of the receipts
of the business establishments from their sales: in manufacturing,
3.62 per cent; in wholesaling, 3.56 per cent, and in retailing, 2.14
per cent. These figures certainly do not indicate that taxes are an
item of business expenses sufficiently large to interfere seriously
with its operations. They appear to be exceedingly moderate when
compared with the value of the government's ser vices to busi
ness.

We concl ude, therefore, fro m the survey of our Federal taxing and
spending poli cies of the past eigh t or mor e years that, in the main , they have
stimula ted busin ess ac tivity and the reemployment of worker s. Th ese poli cie s
would have sti mula ted a much grea ter bu sin ess activit y but for the ad ver se
psychological effect on the bu sin ess communi ty ina dver tently engender ed by
the unn ecessaril y brusque manner in which these policies wer e formulated
and presented.

We are faced today with a situa tio n which mak es complete and speedy
employ ment of our human and ph ysical resources especia lly important. We
can not consider ourse lves prepared, either militaril y or socia ll y, fo r the
def ense of our coun try against possibl e aggression so long as we have mi l
lions of men unemployed. Th e recent exper iences of European sta tes show
that unemployment breeds, among its victims, discontent with the institutions
of democracy and free private enterprise which seem to be unable to put them
back to work, and that it inculcates among them a fal se admiration for th e
system of totalitarianism which has succeeded at the expense of liberty in
doin g away with unemployment. Th ese experiences also show that unem
pl oyment weakens the defensive power s of a nat ion, by genera ting social
di sunity and discontent.

Th er efor e, no effort mu st be spared and no sacrifice consi dered too great
to elimina te unemployment. Th e European states which were afra id to tax
their citizens and to borrow money for preparedness at a tim e whe n taxing
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and borrowing would have done some good, no longer exist today. The
citizens in these former states who objected to additional taxation and
increases of the public debt for the purely private reasons that they were
unwilling to surrender to their government a larger portion of their wealth
have, in many cases, lost all the wealth they had.

COMPLETE USE OF RESOURCES

If we do not wish to meet with a similar fate, we must proceed vigorously
with additional taxation and some further loans while, at the same time,
bringing about complete cooperation between our government and
the three main segments of our private economy-business, labor
and the farmer group-on a program of a complete utilization of
our labor and physical resources, not only for national defense, but
for the raising of the standards of living for our people as well.

We must look to all three divisions of our Federal tax system-the
personal income tax, the business taxes, and the consumer taxes, to supply us
with additional revenue required to finance government participation in a
program of his sort. We have developed the progressive schedules of our
personal income taxes almost to the limit. We cannot expect, therefore, to
raise a huge amount of additional revenue from this source., We must look
to business and to consumers to provide us with the major part of the required
revenue, The new levies on business should, in my opinion, embrace increases
in the rate of the corporation income tax; the levy of an effective excess
profits tax in place of the existing one which is completely inadequate for the
occasion; and the imposition of a so-called "value added" tax on all busi
nesses, corporate as well as unincorporated ones. The latter tax would be
levied on the gross receipts of business establishments from the sale of their
products less the costs of the materials and services purchased from other
business establishments.

If we plan our production and make full utilization of our labor and
physical resources the increase in our national income will protect us against
any ill consequences of increased taxation and borrowing. In fact, it will be
large enough in that case to make soon unnecessary further borrowing and
will reduce the relative importance of governmental expenditures and taxes
in our national economy. In developing new sources of taxation we must
never lose sight of, or allow others to lose sight of, the beneficial purposes
served by taxation. Taxes are the foundation upon which democracy and the
institution of private enterprise rest. Our main concern during this
hour, however, should be the planning of our national production.
We should stop worrying about taxes. Taxes will grow lighter as production
rises.



Interfaith Conference on Unemployment

The Conference submits the following findings to the convening agencies,
the Industrial Division, Federal Council of the Churches of Christ in America;
the Social Action Department, National Catholic Welfare Conference; the
Social Justice Commission, Central Conference of American Rabbis and the
Social Justice Committee, Rabbinical Assembly of America.

Unemployment is a dreadful scourge and a social sin. It is a major
cause of war and poverty and an indictment of our society. Yet most of us
have been indifferent and irresponsible in our attitudes toward this most
critical problem.

The moral effects of the continued unemployment of nine million or
more workers are evident. Enforced idleness demoralizes personality, makes
it impossible for families to live normal, healthy lives, and prevents their
participation in community life. These conditions must now become the
common concern of the nation. The religious bodies must supply the moral
dynamic for changing them.

Unemployment must not be continually relieved-it must be
abolished. It is the plain duty of the religious bodies to demand a
thousand times more loudly than ever before that the necessary
steps be taken to use our great resources and to work out procedures
in accord with democratic principles.

Solutions cannot be found without individual and social sacrifice. The
employed, the fortunate, must identify themselves with the unemployed, and
be willing to make sacrifices in order to bring about the abolition of unem
ployment. Only high spiritual attitudes will bring justice. The moral will
should be expressed effectively in terms of right social relations.

It is imperative that just social relations be attained, because economic
desperation will lead many well-meaning citizens of all classes into great
temptation. When people are confused and embittered, not knowing where
to turn, they seek scapegoats, thus arousing race hatreds. People haunted by
insecurity are most likely to become the easy prey of ruthless leaders, includ-
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ing would-be dictators who make large promises but take away liberties.
In these times of emotional stress it is doubly necessary to emphasize demo
cratic procedures and rights.

Whatever may be the needs of national defense, stimulation of industrial
activity through the production of arms will not provide a permanent method
of abolishing unemployment. This has been declared by the many speakers
mentioning the subject at this Conference. Indeed, some have warned that
long and increasing production of armaments threatens the production of
consumers' goods, and thereby lowers the general standard of living. It is
clear that we must all search for sound methods that promise more construc
tive economic results. The religious bodies have a vital interest in what is
socially constructive; in reconciliation and healing; in the arts of peace.
Elimination of unemployment requires social thinking of a high order, and
social collaboration to work out the plans and put them into effect.

To that end, there should be a continuing commission, com
posed of representatives of consumers, farmers, labor, finance,
manufacturing, commerce, government, education, religion. Wc
hereby call upon the national organizations in these various fields
to come together to form such a commission. For enforceable and
coordinated action by the organized social forces of the country,
governmental leadership is necessary. Government, we strongly
recommend, should call these organizations together for devising
cooperative, democratic measures to solve the unemployment
problem.

Religious bodies dare not escape their responsibility to educate, with the
aid of informed laymen, in regard to the moral and social aspects of such
questions as have been here discussed, including: the kind and degree of taxa
tion; the relative emphasis upon voluntary and upon governmental leader
ship; the role of cooperatives for purchasing, credit, marketing; the possibil
ity of setting up democratic economic planning; the importance of preserving
religious and civil liberties; the need for new social inventions to deal with
new conditions.

These questions should be taken up in religious assemblies, should be
considered by the religious press and study courses. They all have religious
aspects and implications, and require study in an atmosphere which religious
bodies are peculiarly prepared to supply.

We recommend that these findings and a summary of the addresses and
discussions of the conference be sent not only to the convening groups and
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their constituencies, but also to all other religious bodies of the nation, with
the request that they be given wide publicity.

We recommend that the findings and summary be also sent to the Presi
dent, all members of Congress, and to leaders of social agencies, voluntary
and governmental.

COMMITTEE ON FINDINGS,

JOHN A. RYAN,

R. A. MCGOWAN,

CARL P. HENSLER,

WILBUR LA ROE, JR.,

CAMERON HALL,

BENSON Y. LANDIS,

ISIDOR B. HOFFMAN,

EDWARD L . ISRAEL,

ELY PILCHIK,

JAMES MYERS, Secretary.



The AMERICAN ASSOOATION FOR ECONOMIC
FREEDOM; headquarters, Mills Building, Washington,
D. C.; incorporated February 2, 1938, under tlwt IIHt yt
the District of Columbia, as an educationar, «o~~Mir
organization; object, to undertake studies and surveys of
economic, industrial, and political subjects and problems,
to promote discussion thereof in college and other public
forums, and to make available reports of such studies,
surveys, and discussions.

The ASSOCIATION is non-partisan and tripartite in
character, and is sponsored by churchmen of all denom
inations, college and university heads and professors, and
representatives of various public groups.

Major activities of the Association have included sup
port of the National Labor Relations (Wagner) Act as a
fundamental of industrial democracy essential to eco
nomic freedom, and the development, as a basis for con
structive legislative action, of a plan for industrial expan
sion based on an economy of full utilization of the
nation's productive capacities in manpower, technological
equipment, capital, and natural resources. This plan has
been embodied in H. R. 7480, introduced in the lower
house of Congress by Representative Keller of Illinois.

The Association's publications include: PRINOPLES
AND OBJECTIVES, A NEW MAGNA CARTA, THE
CHALLENGE TO AMERICAN DEMOCRACY, ECONOMIC
RECONSTRUCTION, A PROGRAM FOR AMERICA,
DEMOCRACY AND ECONOMIC PLANNING, PROBLEMS
OF THE NATIONAL LABOR RELATIONS BOARD,
AMENDMENTS TO THE WAGNER ACT, IN SUPPORT
OF THE WAGNER ACT, IN SUPPORT OF THE OPPRES
SIVE LABOR PRACTICES ACT, IN DEFENSE OF DE
MOCRACY, by Attorney General (now Associate Justice)
Frank Murphy, CIVIL LIBERTIES AND THE N. L. R. B.,
CAN UNEMPLOYMENT BE ENDED?, by the Rt. Rev.
Msgr. John A. Ryan, and UNEMPLOYMENT MUST BE
ABOLISHED.
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