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THE WELFARE STATE RIDDLE
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"Yes," said the Oxford-educated, roving Ambassador from Pakinesia, "I have
been sent to the United States for the specific purpose of finding out how to
bring prosperity to our 'underprivileged' -- a class all too numerous in our
country. I understand that your Congressional Joint Committee on the Economic
Report has just investigated this problem. Therefore, I have come to you, Dr.
~iserling, chief economist of your great American Government, to get the pertinent information."
"Well," said Dr. Wiserling, "while our nation is generally prosperous, it
is still true that about one-fourth of our family units (counting as a family any
single person who supports him- or herself) have annual incomes below $2,000, and
we assume that most such families are ill-clothed, ill-housed, and ill-fed."
"Pardon me," said the Ambassador. "Did you say two hundred or two thousand
dollars? Only a few of our wealthy families have incomes as high as $2,000. But
how can anyone be ill-fed in America? I have heard so much of your marvelous
transportation system, your tremendous reclamation projects, and your research
programs which have revolutionized farming. In fact, I've been especially instructed to request Point Four assistance in bringing my country's backward transportation and agriculture up to date."
"It is true," answered Dr. Wiserling, "that we have highly efficient railroads, but, as it happens, the railway employees belong to unions which insist on
very high wages and very little work. This keeps railway freight and passenger
rates relatively high. Reclamation projects, use of more fertilizer, finer
machinery, and advanced scientific methods have tended to flood our markets with
farm products, and thus make these products very cheap. Hence, to protect our
farmers against low prices, our Government has been forced to buy huge quantities
of farm products. At present, in fact, Government warehouses contain more than
$3,500,000,000 worth of such surplus produce."
"Then, it will give most of these stored foodstuffs to your 'underprivileged'?" asked the Ambassador.
"Certainly not," replied the Government economist. "Do you not realize
that such gifts would destroy demand and break the market?"
"I see," said the Ambassador, "but I have heard much about your wonderful
hybrid corn which yields so marvelously. Cannot the needy people live on that?"
"Americans eat but little of the corn," explained Dr. Wiserling. "Most of
it is fed to hogs and poultry and cows and steers."
"Oh, I see," said the Ambassador. "That furnishes cheap pork and eggs and
milk and butter and beef for the poverty-stricken."
"Well, not exactly," replied economist Wiserling. "As I said before, our
Government maintains price supports in order to protect the farmers, and these
price supports keep the prices of pork and eggs and milk and butter and beef
high. So the poor can buy only limited quantities of such foods."
"So, like the masses in northern Europe, they must live mostly on potatoes?"
inquired the Ambassador.
"Not at all," responded Dr. Wiserling. "Price supports on potatoes make
them expensive too. Our Government buys the best potatoes, and converts them into very costly potato flour. It is given to our hungry socialist friends overseas."

,
"I'm puzzled by the fact that, with surplus food to give away, one-fourth
of your families are ill-fed," said the Ambassador. "Besides, practically all
of the people I see on the street look well nourished. Just where do these
derpri vileged' Americans live?"
"They are scattered through the nation," replied Dr. Wiserling, "but their
greatest concentration is in the South. Workers on the cotton and peanut plantations are the poorest, and hence are most in need of help."
"But," continued the Ambassador, "I read in one of your newspapers this
morning that your Secretary of Agriculture is requiring your growers of cotton
and peanuts to reduce sharply the acreage to be planted to these crops, and that
such curtailment will throw out of employment many thousands of those who normally work on these plantations. Is this helping these 'underprivileged'? What
will they do now?"
"Why, I suppose," replied Dr. Wiserling, "they can go to work in factories."
"But," persisted the Ambassador, "it seems to me that, with less cotton
grown, fewer workers will be needed in the cotton mills. And furthermore, I
understand that your coal miners are out on strike, and are thus forcing factories of various kinds . to close for lack of coal. Will this make it easy for
the unemployed cotton - and peanut-farm hands to get new jobs?"
"Oh well," retorted Dr. Wiserling, "they can get unemployment compensation,
and that will sustain demand and make more jobs."
"Just how?" inquired the Ambassador. "Won't the demand of the taxpayers
shrink by exactly as much as the demand of the unemployed expands?"
"Oh hang the taxpayers, they're always making a fuss about something,"
groaned Dr. Wiserling.
"I'm sorry," sighed the Ambassador. 11 I just can't understand your iwelfare state.•
I would think that, to help the 'underprivileged,' you would need
to produce more and make things cheap -- but, instead, you strive to produce
less and make things dear."
"You forget Keynesr · teachings," interrupted the Fair Deal economist.
"Just use his mu.ltiplier with a minus sign. Simplicity i tseln"
"But I'm still pu~zled," insisted the Ambassador. "You have billions of dollars to give away, but you still tell me that one-fourth of your families are illhoused, ill-clothed, and ill-fed. Yet everyone looks prosperous and rides in an
automobile. I don't believe that we Orientals can ever understand your American
ways. I'm afraid Point Four is four points beyond mel It 1 s all a strange riddle.
I'll sleep on it. Maybe the solution will come to me in my dreams. I certainly
can't solve it when awakel
"When does the next plane leave for Pakinesia?"
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WILLFORD I. KING

"I place economy among the first and most important virtues, and public debt as the
greatest of dangers to be feared •••• To preserve our independence, we must not let
our rulers load us with perpetual debt ••••we must make our choice between economy
and liberty or profusion and servitude •••• "
(Quotation fromREADER 1 SDIGEST- October, 1949Thomas Jefferson)
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Release #87
THE "FAIR DEAL" AND THE EIGHTH COWlANDMENT
A fundamental difference between the ideology of capitalism and that o.f the
collectivists is that advocates of capitalism believe that the precept 11Thou shalt
not steal" applies equally to goverrunents and to individuals, while the collectivists
consider it perfectly legitimate for governments to seize what they want whenever
and wherever they can get it.

Our "Fair Dealers" are much given to paying lip service

to the virtues of capitalism, but,

11

actions speak louder than words. 11

of the fence do their actions place them?

On which side

Is their position defensible?

That i t is not easy to find a logical basis for the differentiation made by the
collectivists is illustrated by the following example:

0

Suppose that, in an isolated valley, there are three men, each working for
himself on his own farm. One is very diligent, and, when winter arrives, has accumulated a large store of foodstuffs, and has on hand ample feed for his horses,
cows, and poultry. The others, havi-ng taken life easy during the summer, find that,
lone before spring, they are short of provisions. If, then, they combine forces, set
upon their neighbor, and seize his possessions, both capitalists and collectivists will
agree that the two lazy farmers have violated the Eighth Commandment -- in other words,
have stolen the diligent farmer's goods.
But, suppose instead, that the two insist upon establishing a democratic government for the valley. They hold a "town meeting," and, by a vote of two to one, adopt
a statute requiring that all share equally in the summer's produce. Is this a perfectly legitimate action, falling outside the scope of the Eighth Commandment? If
not, just how many persons does it take to establish a government and make the procedure ethical?
Does not this example make evident the truth that the Commandment -- "Thou shalt
not steal" -- applies equally to individuals and to governments, and that the position of the collectivists is illogical? But do the "Fair Dealers" recognize this
principle? What does their record show? What legislation do they support? They favor:
1.

Taxing successful individuals and business concerns at rates much
higher than those applicable to the inefficient, thus penalizing
efficiency, lessening the capital supply, and slowing down progress.

0
- See other Side -

*

2.

Taxing producers to pay doles to the idle, thus subsidizing unemployment and lowering production.

J.

Forcing city consumers to pay exorbitant prices for such things as
eggs and potatoes, thus encouraging production of an over-supply
of these articles -- an over-supply which must be either wasted,
given away, or destroyed.

4.

Using inflation to pay Government expenses, thus diminishing the
purchasing power of the dollar and robbing the thrifty of their
bank deposits, their bonds, their life insurance policies, their
social security and other pensions and annuities.

S.

Depriving landlords of fair returns on their properties, thus
giving the tenants income to which they have no just claim, and,
at the same time, making it harder for them than at any other
time in the nation's history to find homes.

In view of this record at home, it is not surprising to find the emissaries
of our Fair Deal government aiding and abetting collectivist policies in uther
countries. Thus, in Japan, under the direction of one Wolf I. Ladejinski of the
United States Department of Agriculture, an adviser to General MacArthur, landlords
were forced to sell for mere pittances much of their land holdings. Furthermore,
Japanese farmers were required to turn over to the government at nominal prices food
produced in excess of enough to support their families. The natural result was a
great decline in farm output, and so American taxpayers are spending vast sums to
buy food to keep the Japanese from starvingt Does not this experience prove that,
after all, Benjamin Franklin was right when he asserted that "honesty is the best
policy"?
But that the Fair Dealers are far from seeing it that way is indicated by
the fact that Wolf I. Ladejinski has now been sent to China to survey the program
of the E. C. A1 s Joint Com."llission for Rural Reconstruction. This Commission is engaged in forcing land rent reduction in Szechwan, Kwangsi, and Formosa. Mr.
Ladejinski says that a remarkable measure of success has been achieved. Can it be
that we here have a clue to the complaint by our State Department concerning lack
of cooperativeness on the part of Chiang Kai-shek' s goverrunent? Perhaps the property
owners of China object to legalized robbery masquerading under the name of "land
reform."
When, in Lenin's day, the communists stole the estates of the Russian landlords, the plunderers were sure that, as a result, they would all be far richer than
before. But, shortly thereafter, 14,000,000 of them starved to death1 The experience
of the ages shows that robbery -- whether legalized or otherwise -- whether sponsored
by communists or by Fair Dealers - does not pay. It is still true that "the way of
the transgressor is hard." Today, as in the days of Moses, the Eighth Commandment
still represents sound public and private policy.
-- WILLFORD I. KING

"The people have always some champion whom they set over them and nurse into
greatness ••• This and no other is the root from which a tyrant springs; when he
first appears he is a protector."
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Release #77
CONFUSION CONCEHNING COMMUNISM
The conviction of the eleven Communist leaders has evoked overwhelming
approbation for Judge Harold R• .Medina, for United States Attorney John F. X.
McGohey, and for the twelve jurors who were responsible for the verdict. But,
almost simultaneously, in the same Empire State, a Baptist convention condemns the
Feinberg Law which requires that members of subversive organizations be forbidden
to serve as educators of youth. Furthermore, a group of leading citizens of Westchester County, New York, denounces the efforts of a self-appointed committee to
eliminate communistic textbooks from the schools. Why this apparent paradox?
One of the chief sources of confusion is the failure of the average citizen
to distinguish clearly between the "little c" communists and the "big C" Communists.
The tenet of the "little c" communists is that each person should produce according
to his ability but that the whole output of the community should be distributed on
the basis of needs. Both John Smith's colony at Jamestown and the Pilgrim Fathers
started operations as communistic organizations, but hunger soon convinced them of
the inefficiency of that method of making a living. Later, however, many communes
were established in the United States, and some, unmolested, existed for decades.
One at Amana, Iowa, operated for something like a century, being converted into a
capitalistic organization only a few years ago.
Certainly, every citizen of the United States has a constitutional right to
advocate communism and seek to have that system established by law. The only
legitimate ways to combat "little c" cormnunism are to present logical arguments
exposing its weaknesses and to vote against its adoption.
Lenin, Trotsky, and their supporters used force to impose "lit tle c" com.r.mnism
on Russia. The system proved to be so lacking in incentives for production that,
when a dry year came along, fourteen millions of Russians starved to death. Therefore, when, after Lenin's demise, Stalin came into control, he felt it imperative
t o get rid of the inefficient communistic system. But, in the eyes of the Russians,
Lenin was a demigod, and the term, "communism," was a sacred shibboleth. Hence,
when Stalin proceeded to liquidate the communist leaders, and eradicate the whole
communist system, he felt it expedient to retain the name "Communist 11 for his new
socialistic, anti-communist regime.
So the "big C" Communists who are causing us so much trouble are, as a rule,
not interested in communist ideology. They are, instead, merely supporters of
the brutal, totalitarian Russian government. And that government is our deadly
enemy.

- See Ot her Side -

Since, as the testimony at the trial of the eleven Communist leaders amply
proves, the members of their party owe allegiance not to the United States but to
Moscow; since they are plotting the overthrow of our Government and institutions;
since their greed makes each one a potential saboteur and murderer; and since what
is happening today in Czechoslovakia tells us forcefully what will be our fate if
they are successful in their undertaking; the question of whether or not we should
permit 11 big C" Communist meetings or allow Communist party members to vote or to
hold office ought never to arise. The logical course is to hunt down every such
enemy of our Republic, and either banish him from our shores or imprison him until
our conflict with Russia, whether in the form of a "cold war" or a "hot war," has
ended.

'i

But this necessity for self-protection does not imply that we should not zealously safeguard the civil rights of all those "little c" communists who are loyal
Americans. Our Constitution guarantees their freedom to speak and to publish their
views. Does it not follow that they are entitled to teach in our public schools?
Is it not wise public policy to expose American boys and girls to arguments on all
sides of all issues, and then to let them choose for themselves what is sound?
At first thought, the procedure seems fair and logical. But is it? The effort to separate the true from the false has required the persistent reasoning of
our greatest minds for many generations. Does it make sense to assume that the
average boy or girl will, after a few hours of study, parallel the conclusions of
our most brilliant thinkers?
If, in our desire fo~ fair play, we permit teachers and textbooks to praise
communism and condemn competition, capitalism, and free enterprise, we should carry
the same principle into other phases of education. Physics textbooks should contain
chapters expounding the phlogiston theory. Books on astronomy should have sections
prepared by leading astrologers. Psychology manuals should devote ample space to
procedures for countering the machinations of witches and for exorcising evil
spirits. A considerable part of the time of physiology classes should be devoted to
studying phrenology and palmistry. Do these proposals make sense?
Will instruction in quack doctrines, long since rejected by the most erudite,
scientific authorities tend to improve the minds of the rising generation? This is
the question to be answered when we come to decide whether or not to bar from our
public schools teachers and texts favoring communism. What is your conclusion?
-- WILLFORD I. KING
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Digest #8
LET · THE CHURCH SPEAK UP FOR CAPITALISM: Recently a professor in one of our foremost
theological schools stated in effect that Christianity has no stake in the survival
of capitalism. I do not know what is the professor's authority to deliver Christianity's vote against capitalism. As a Christian minister, I am not voting against
it. I believe that Christianity has a considerable stake in the survival of capitalism. I intend to vote for it until I see a system more favorable to Christian
progress.

0

Mankind is indebted to American capitalism. So is the church. The Christian minister should be the first to admit it. As a Christian minister I want to do all I
can to make capitalism more Christian. But before I join the advocates of some othez
system, I want to know how large a place the church and its teachings would have and
how well our Christian idea of man and our hope for him would fare.
If in human terms, capitalism sometimes falls short, so does the Christian church. I
am not going to quit the church because I know there is some hypocrisy in it. To reduce iihe hypocrisy, I am going to work on the hypocrites. I am not going to make war
on capitalism because I know there is some paganism in it. To reduce paganism, I am
going to work on the pagans. No one claims that we have yet made America an earthly
paradise. But let the church rejoice at how far, under our system, we have come.-Condensation of article in September Reader's Digest by Rev. Norman Vincent Peale.

****

AN EXPERT UNBALANCER: This talent for throwing away money is not a novel thing. In
recent years there have appeared in Washington a number of gentlemen close to the ·
White House who seem to possess comparable capacities for tossing dollars at birds.
But Mr. Truman, if he is really sincere in his bipartisan policies, should invite me
into his cabinet. The -Barrymoreswere expert on the unbalanced budget long before
the Fair Deal.--From Lionel Barr.ymore's ~utobiography.

****

. BRANNAN'S BEANSTALK: Outside Cleveland the Commodity Credit Corporation is storing
24 million pounds of beans in a leased bomber plant owned by General Motors. Now
they are going to produce tanks there, and the beans have got to have a· new home.
A court order is out to that effect ••• Someboqy has suggested that the administration
dig a deep hole in the ground and plant the beans. That way, more beans would be
grown, the government would save storage money and get a return on its investment •••
You needn't tell me, but a farmer despises any system that pays him for phony improvements and crops he doesn't raise, and a smart one realizes that he loses out in
the end, just as everybody else does.--George Minot, Boston Herald commentator.

****

0

NOW THEY SAY YOU'RE ~0 BLAME: Administration apologists on the radio, in the press,
and in speeches say •the American people are to blame for the fact that we now find
ourselves unprepared." The people, say these spokesmen, wouldn't let Congress
appropriate money that was needed ·for vital defense equipment. By the same token,
the people are the blame for wasting money and diverting it to useless projects instead of tanks, planes, guns and ships.
That puts the blame on you, the average citizen--so great that only a tiny fraction
of your sins can be mentioned. You compelled Government stenographers to get along
with only ).6 typewriters apiece. You left millions of people off the Federal
They that give up essential liberty to obtain a little
temporary safety deserve neither liberty nor safety,-~-Benjail!in Franklin--- See Other Side

payrolls who could have been there. You were so niggardly that you got the country
into the pitifully small debt of $2S6,ooo,ooo,ooo whereas it might have been a
trillion. For tobacco to feed the starving Europeans you only allowed a measly
little $258,000,000.
Remember, these are only a few typical examples. The whole story is such as to
cause infinite distress to the brave bureaucrats who vainly tried to deter you from
your mad course. Aren't you ashamed of yourself?--Gondensed editorial from the
Daily Oklahoman.

****

THE GOSPEL ACCORDING TO IKE: We must have efficiency and econo~ in all governmental expenditures •• we must practice spartan frugality in all non-essential matters, so that we may make the greatest possible contribution to the defense of our
way of life. All lesser considerations must wait: we cannot tolerate politics as
usual any more than we can tolerate business as usual •• It would do no good to defend our liberties against Communistic aggression and lose them to our own greed,
ignorance, or shiftless reliance on bureaucracy and the Federal Treasur,y.---Dwi ght
D. Eisenhower.

****

THE NEW SLAVERY: I claim I possess certain advantages as an American of Negro
slave-incestry. For Who can- have keener appreciation of liberty and the necessity
of safeguarding it than someone like me? Slavery of the body was abolished for
~ people, but sons and daughters of their liberators--here and there--are even
today slaves to shallow thinking or wrong thinking.
We have two great needs here in America. First, we need the best lead~rship-
public office does not always attract the best men available; it is not the honor
it should be, and that's an understatement. Second, we need far-reaching, implemented education--so that all people may contribute to our way of life, instead of
accepting handouts from it.--From a broadcast by Roland Hayes, America's outstanding Negro tenor concert singer.

****

\

WHO'S WHO, AND WHY? The President is reported taking psychiatric treatments from
his personal physician. This may not be as bad as it sounds, because the report
is that they merely sit for an hour each day while Mr. Truman talks out the
troubles of being President, thus "freeing his mind" of them in a sort of confessional. In a case of that sort, however, who's really the President? The
patient or the doctor?~ill Cunningham.

****

BEWARE _Qr POLITICAL MONOPOLY: Simply transferring an economic enterprise from
the hands of the individual to the control of the all-important state fails to
remove it from the frailties and vices which are part of human nature. In fact,
placing politicians in control\ of a nation's economy tends to expand the areas
in which human frailties can demonstrate themselves.
Even economic monopolies, under our present American system, are subject to legislative regulation, pressures of public opinion. But in the final analysis, a
political monopoly can be broken only by revolution of the pe.o ple. Thus, the
frailties and weaknesses, the ambition and selfishness of human nature find
greater opportunity in the welfare state than in anY system of private enterprise, political independence and personal opportunity.--condensed from "The Case
Against the Welfare State," inserted in The Congressional Record by Senator Karl
E. Mundt of South Dakota.
-- See Other Side --
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WATCH YOUR DOLLARS SHRINK
By Willford I. King

DID YOU EVER see a magician make a rabbit disappear? Have you an annuity or pension--Social Security or otherwise--a bank account, any kind of bond or a life
insurance policy? If so, you, too, will probably take part in a great disappearing act sponsored by no less than the President of the United States. But it
will be your money, not a rabbit, which will vanish.
This sleight of hand is called "an unbalanced budget," another name for government
spending more than it takes in. Formerly, a deficit in peacetime was conclusive
proof of financial mismanagement. But Mr. Truman knows that people don't like to
pay taxes and that taxpayers vote. Also that powerful pressure groups demand huge
doles from the Treasury. So, he must try to make out that deficit financing is
really respectable. But once it is admitted that a nation may spend even a dollar
more than it takes in, the bars are down. There is no definite stopping-point, and
billion after billion is blithely added to the deficit.

0

When government borrows to meet current bills, its most convenient source of cash
is commercial banks. The fact that they do not have the money on hand is no
trouble at all. The banks merely ask Uncle Sam for some IOU's called bonds, and
in return they give him a checking account equal to the figures printed on the
bonds. Then Uncle Sam writes checks to pay his bills, and everybody is happy.
Here is where the disappearing act comes in. More dollars are put in circulation,
but the supply of goods that can be bought remains the same. So, every dollar in
the nation loses value. Dollars of your savings account, your salary, pension,
life insurance and bonds slowly shrivel. During World War II, such wildcat financing shrunk your dollars in half. Now the disappearing act is put on again;
there is no second act in which dollars return to normal size. They remain shrunken.
The set-up is perfect for officials who run the show. Since dollar shrinkage is
gradual, few of those affected know it, and they continue to vote for the men
supervising the robbery. Also, the Administration counts on the support of those
who receive the plunder--whether it is new schools or hospitals, price supports,
bonuses, housing subsidies, or doles to those who can't or won't work.
Politicians are always thinking up new ideas for buying votes with your money. One
fantastic scheme now seriously considered in Congress is for government to guarantee against loss investors in new enterprises. Figures show that only one in five
new enterprises becomes a steady profit-maker, so this outlet for your stolen money
has endless possibilities. But that is not all. A new twist to Mr. Truman's Point
Four i's a proposal for guaranteeing against loss those willing to risk their capital
for modernizing industries of backward nations, another possible sinkhole.

0

When the Great Disappearing Act was first devised, some officials feared that
savers who saw their money steadily losing value might be annoyed. For savers comprise most of those who vote. But such alarm was needless. Protests have been too
feeble to menace debt-financing programs seriously. So, watch the value of your
saved dollars gradually disappear---and enjoy itt
"It has been said that democracy is the worst form of government except all those
other forms that have been tried from time to time."-Winston Churchill
-- See other Side

USING HERBERT HOOVER AS A CAT'S-PAW
By Willford I. King
WP.EN FATE BROUGHT HarryS. Truman to the White House, many felt sorry for the naive
little man from Missouri who was suddenly called to fill the shoes of the most
adroit politician ever to be President of the United States. Largely forgotten was
the fact that Mr. Truman trained under Pendergast--who was no amateur in politics-and he has shown so much political astuteness sine& then that one-time critics
wonder whether, as a politician, he is inferior to the great Franklin D. Roosevelt •.
One example of his cleverness is how he used the F.E.P.C. issue to keep Republicans
and Dixiecrats from alliance against him. Another example is his handling of the
coal strike. He did not intervene until the fuel shortage became acute. Then he
used the threat of seizure to force employers to grant most of the miners • demands.
By refraining from seizure, he avoided open conflict with the mine owners; by
settling the strike before most areas actually ran out of coal, he escaped the
wrath of the general public. And by getting higher wage rates and more pension
money for the miners, he int ensified the loyalty of his most dependable group of
supporters--labor organizations.
For thorough-going adroitness, his latest move eclipses his previous political
maneuvers. He is using the prestige of Herbert Hoover to solidify his hold upon
labor unionsl Mr. Truman has asked Congress to adopt 21 plans for reorganizing
various executive agencies, thus ostensibly following recommendations of the Co~
mission on Reorganization of the Executive Branch of the Government. These recommendations were prepared under I1r. Hoover's direction and received almost universal acclaim.
All this seems highly laudable. But hidden away in the Truman message is the
apparently innocuous Plan 12, under which "unified responsibility is once more
established in the National Labor Relations Board by transferring to the Board and
·its Chairman the functions of the General Counsel and by abolishing the statutory
office of the General Counsel. This plan will bring to an end the confusion which
has resulted from divided responsibility."
Evidently, the President hoped by this explanation to lead Congress and the public to regard this step as merely a move to systematize a bureau's operations.
Actually, N.L.R.B. has little resemblance to an administrative bureau. It is
virtually a court to adjudicate disputes between employers and employees. Under
the Wagner Act, it operated like an arm of the C.I.O. Following the Russian model,
functions of prosecutor and judge were combined, and regardless of evidence, many
cases were decided in favor of the labor organization involved.
A chief reason for repealing the Wagner Act and adopting the Taft-Hartley Law was
to abolish this un-American set-up. The functions of the prosecutor were separated
from those of the court. General Counsel Robert N. Denham's fair, unbiased enforcement of the law gained the respect of all parties, not only for himself but
for the Taft-Hartley Law as well. Now, President Tr~n proposes to eliminate
Denham's office and return to the iniquitous system of the Wagner Act.
The super-ironical twist to this scheme is that it's under the guise of carrying
out a mandate of a commission headed by Mr. Hoover. To add insult to injury, under
the general reorganization act, this plan will automatically go into effect unless
specifically repudiated by at least one branch of Congress. Does any "doubting
Thomas" still deny that Harry Truman is a past-master of politics?
-- See Other Side --
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Release 1198
CONJURING MORE WELFARE FROM LESS PRODUCTION

0

0

The "Fair Dealers" have committed themselves to the idea of establishing
a "Welfare State." They plan to have the Federal Government take care of
virtually all the needy and "underprivileged." Among items on their program
are extension of social security to classes not now covered, enlargement of
social security benefits, subsidies to keep the prices of food low, school
lunches, Federal aid to education, subsidized housing for not only the poor
but the middle classes, free medical and hospital service for all, pensions
for the disabled, and larger unempla.yment benefits.
One does not need to be much of a scholar to know that giving people
more dollars made out of pieces of paper does not necessarily make them prosperous. For example, .in China, recently, one could have had a million dollars
in his pocket and still not have possessed the wherewithal to buy a square
meal. The only possible way to increase the economic prosperity of people
is to give them more services or material goods. Therefore, i f the "Fair
Dealers" are really serious in their professed intent to improve the economic
status of the poorest third of our population, they are at once confronted by
the problem of where they are to get the necessary additional quantities of
services and tangible things.
Like all other politicians who have depended upon the masses for support,
their first thought is to supply the needs of the poor with wealth taken from
the rich. However, it is soon discovered that this plan has a most anna,ying
weakness - there are· too many poor and not enough rich. Thus, i f all the income which all those "bloated plutocrats" receiving armual incomes of $10,000
or more have left after paying their Federal income taxes were seized, the
Government would get less than ten billion dollars -- or not even one-eighth
of the income now going to those receiving under $),000 each, annually. And,
even the worst haters of the "economic royalists" are likely to suspect that,
i f all the members of this "over $10,000 11 class were turned out to starve, our
great national industrial machine would operate so inefficiently that poverty
would be greatly increased instead of diminished. No, it must be admitted that
robbing the rich for the benefit of the poor furnishes a decidedly flimsy
foundation upon which to build the "Welfare State." The sad truth is that, i f
this grandiose welfare scheme is to be financed properly, "the masses" and not
"the classes" must pay most of the bills • . And taking money out of one pocket
and putting it into the other does not add greatly to an individual's prosperityl
Moreover, as noted above, manufacturing more money will do nothing to relieve poverty. What the poor need is more or better food, clothing, shelter and
miscellaneous conveniences. And the only way to make more of these available is
to increase production. Therefore, i f the Fair Dealers were intelligent and were
sincerely trying to improve the condition · of the poor, they would, of course, be
striving in every feasible way to increase the Nation's output of services and
material goods.
But how does this logical procedure fit in with their actual program? Here
are a few of the outstanding planks in their platform:
1. Repeal the Taft-Hartley Law and re-enact the Wagner Act. The net effect
of such action would be to strengthen labor monopolies, increase unem-

- See other Side -

ployment, featherbedding, and restrictions on work, taus reducing production.
2. Increase minimum wage rates. The more that minimum wage rates are advanced, the larger will be the number of potential employees made idle,
and the more will production be reduced.
). Increase payments to the unemployed. A thoroughly demonstrated economic principle is that "unemployment insurance insures. unemployment. n
The larger the doles, the more will the idle multiply, and the less
will be the volume of production.
4. Increase the rates of taxation on upper-bracket incomes. Since the
risk capital for new enterprises comes largely from the savings of the
well-to-do, such proposed increases in tax rates will, if enacted, slow
down industrial growth, and hence curtail production.
5. Tax away profits. Since expansions of old concerns are nowadays financed
largely out of profits, every increased tax on profits tends to stop industrial progress, and lower production.
6. Expand social security, and other pensions and benefits to the elderly.
Since these pensions are, as a rule, paid only to those who remain idle,
their increase will tend to lessen production.
1· Restrict crop acreage. This measure very directly cuts down production.
8. Hold down rents. This restriction lessens the erection of buildings intended for lease; hence it lowers production.
The above are some of the outstanding "Fair Deal" measures. Every one of
them is a rather effective device for holding down production. Not one of them
encourages production. Evidently, the "Fair Dealers" are promising to give the
poor more goods out of a lessened supply -- a difficult pledge to fulfill. Their
obvious need is a skillful conjurer who can pull an endless supply of good things
out of an empty boxl
Perhaps, however, a simple solution is to hire a clever hypnotist who, by
repeating over and over the phrase "more for everyone," can make the voters believe that the "Welfare State" can satisfy all their wishes regardless of production. Which will they employ -- a conjurer or a hypnotist. Wait and seel
-

WILLFORD I. KING

" ••• it is necessary, in many cases, to extend charity to the decrepit, sick, and
afflicted, but we do not believe that, in a country like the United States, where
opportunity is open to all able-bodied persons, and where it is possible for all
such persons to earn satisfactory incomes, that there is any excuse for extending
governmental aid to such persons. In our opinion, past experience amply proves
that the industrious working man, even though unskilled, can earn enough to provide
himself with housing which is comfortable and attractive. Private enterprise has
been providing such housing during many years. If government removes the chains,
private enterprise is more than ready to do this in the future. That is why we
oppose public housing.

"If, perchance, some of the aged or infirm are unable to pay for satisfactory
housing, either private organizations or the locality ought to give them enough
funds to pay rent for comfortable quarters. There, in my opinion, aid should
cease."
- WILLFORD I. KING
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Release #55
TWNSEND PLAN SLIPPING IN THROUGH BACK DOOR
How many veterans have heard about the addition to their G. I. Bill of Rights
which is gradually being appended thereto through the initiative of John L. Lewis,
ably seconded and supported by Philip Murray and Walter Reuther? When this addition comes into full effect, it will probably give the average veteran the privilege of contributing (usually unwittingly) perhaps $50 per month to support someone
of whose existence he is totally unaware. "Where ignorance is bliss, 'tis folly to
be wise1 11
How is all this to be brought about? Merely by bringing in the Townsend Plan
skillfully disguised by new habiliments. For nearly a score of years, in one garb
or another, it has been knocking for admittance, but the voters have repeatedly refused to open the door. What was probably the strongest appeal was made in California under the plea of "thirty dollars every Thursday for everyone over sixty,"
but the hard-hearted electorate barred the entrance. Now John L. Lewis has demonstrated that what the Townsendites lacked was ingenuity. They never thought to try
the back door. That was proved to be the easy way to get inl
The arguments for the Townsend Plan are as follows:

1. Many aged persons are poor and in distress.
2. They have worked hard and deserve consideration.
3. To accept charity is humiliating.
4. A regular pension from the Government preserves the
self-respect of the recipients.
5. The pension money furnishes new purchasing power and stimulates business - hence it really costs no one anything.
Those opposing the Townsend Plan answer these arguments thus:
1.

In America, earnings of even unskilled workers are so high
that, if people are thrifty and industrious, they can
usually lay aside enough to provide for their declining
years. Those who cannot should be supported by their
children -- not by the public.

2.

Many of the poverty-stricken aged have never been industrious. Most of them are poor because they have been
happy-go-lucky and thriftless. They have no right now to
ask the thrifty to support them in idleness. Treating
thrifty and thriftless alike is a communistic procedure,
and has nothing in common with the American spirit of
self-reliance.

3.

The contention that the pensions create additional "purchasing power" is sheer demagogic clap-trap. Every
dollar added to the pensioner's purchasing power is subtracted from the taxpayer's purchasing power; hence the
total is not increased by one iota.
- See other Side -

4.

The expense of pensioning all persons over 60 would be
prodigious, and would place an unwarranted burden upon
the younger generation. Census Bureau estimates indicate
that the 1950 United States census will record 17,220,000
people as being at least 60 years old. To give each of
these a pension of $1·:::>0 per month would amount to some
$20,664,000,000 annually. If this total tax bill were
divided equally among the 34,035,000 men between the ages
of 25 and 60, it would cost each about $607 per year, or
a little more than $50 per month. And most people think
tax bills are already far too high~

5.

The mere fact that a man has succeeded in living 60 years
does not give him the shadow of a right to claim support
for the rest of his days from the younger members of
society. If he has failed to accumulate a competence,
it is up to him to keep on working, at least part time,
as long as he is physically and mentally able. Moreover,
retirement is far more likely to make the aged worker
miserable than to make him happy.

Townsendism has been turned down by the voters·because they have found the
arguments against the proposal far stronger than those in its favor. But John
L. Lewis doesn't ask the voters -- he tells the public -- "This year, pay 20
cents per ton on all the coal you burn:--Next year, I' 11 probably make you pay
40 cents per ton. This money will be used to pension any union mine worker,
good or bad, if he has lived 60 years." Miss Josephine Roche, director of the
United Mine Workers' ·welfare Fund, testifying before the Senate Banking Committee, reports that the welfare fund during the fiscal year ending June 30th
paid out $104,880,785.
And now the other labor leaders hasten to follow Mr. Lewis' lead. Soon,
if Philip Murray has his way, everyone who buys any product of which steel is
a component part will be paying a similar tax for pensions. And Walter Reuther
will see that everyone who rides in an automobile or uses anything hauled in a
truck will likewise pay a hidden tax to cover pensions to erstwhile automobile
workers. Now that the pattern is set, union after union can be expected to
copy it. Hundreds of these hidden taxes will add to the cost of everything offered for sale. And when, at last, the unions succeed in covering the entire
field, back-door entry will put the Townsend Plan in full operation, and the
per capita tax on the men at work which, at first, may amount to no more than
~20 or $30 per month will, of course, grow and grow and grow, year by year.
Yes, Mr. Lewis has proved that "there are more ways to kill a dog than to
choke him to death on butter. 11 He is doing what Dr. Townsend could never accomplish. Do you appreciate his achievement, Mr. G.I.?
-- WILLFORD I. KING

"There is simply no escaping the fact that human beings progress and prosper
in proportion to the degree to which individual initiative is permitted - or
at least not prevented. But Old World Government has always been based onthe
fallacious idea of Authority controlling a planned econo~ for the so- call~d
common good. Actually it is nothing more than the arbitrary use of physical
force by persons upon persons -- and regardless of the high motives and good
intentions, the effect is the same. It always slows down progress and hinders
the productio~ and distribution of the necessities of life.
HENRY GRADY WEAVER

- See Other Side -
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Release #67
THE STEEL BOARD 1 S REPOffi'

The report by President Truman's Board of Inquiry on the situation in the
steel industry is characterized throughout by a spirit of fairness.
members gave attention to the issues usually deemed pertinent.

The Board

Like nearly all

other commissions acting under similar circumstances, their final decision was
to split the difference, though, in this case, as far as immediate payments are
concerned, the split was closer to the contentions of the owners than to the
demands of the labor monopoly involved.
If this method of settlement results in temporary peace in the steel industry, it is likely to be hailed as a great victory for those advocating wage
determination by collective bargaining aided by governmental mediators.

But does

it necessarily follow that this is satisfactory long-run solution of the labor
problem?

When the findings of the present Board are considered carefully, doubts

are likely to spring up in the reader's mind.

Among the problems appearing are

the following: 1.

If, as the Board assumes, steel workers are entitled to wage rates
as high as those paid in other industries, is it not equally true
that workers in other industries are entitled to wages as high as
those prevailing in the steel industry? Suppose, therefore, that,
on the recommendation of other Federally-appointed Boards, wages
in all other industries are raised to the $1.65 average prevailing
in the steel industry. Well-buttressed statistical evidence shows
that with the volume of new spending power at the present level, the
general imposition of such a rate would condemn to unemployment about
one-sixth of all persons normally working in the manufacturing field.
Could this result be deemed socially desirable?

2.

If, in fixing wage rates, the current size of profits is to be considered, will the Board be ready to recommend a deep slash in wages
when profits decline to a fraction of 1949 levels? In the case of
at least one sizable steel company, profits for the first half of
1949 are reported as less than one-fourth of the returns for the corresponding 1948 period. Is that corporation justified in reducing
wage rates correspondingly?

One suggestion made by the Steel Board appears to be decidedly at odds with
accepted principles of corporation finance. While holding that expansion of steel
- See Other Side -
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producing capacity is socially desirable, they say that "there is a question as to
whether a larger part of the financing of such long-term assets should not have
been through lohg-term debt instead of recent profits, thus leaving more of the
current profits for dividends to stockholders and for social insurance and for pensions." Had the steel companies followed this advice, they would, during the next
depression, almost certainly be scored heavily by the then existing fact-finding
Board for having too large fixed charges, the result of wantonly incurring debt in
time of prosperity.
To the average American, the Board's statement that "social insurance and
pensions should be considered a part of normal business costs to take care of temporary and permanent depreciation in the human 'machine'," and that "this obligation
should be among the first charges on revenues" will seem sound and reasonable. But
is it really sound public policy to have employers act as insurers for their employees? If this policy is followed, what are the answers to these questions?
1.

Who will protect the casual worker who drifts from one employer to
another?

2.

Since insurance costs go up as employees get older, what will prevent
the unscrupulous employer from discharging his older employees. Where
can older employees find jobs? Clearly, in this era of aging population,
if the el.d er ly are rendered idle and unproductive, their support will
soon place a heavy and unwarranted burden upon the shoulders of the
younger members of society.

).

What will happen to the supposed insurance of the employees of the tens
of thousands of firms which will probably fail during the next severe
depression?

4.

Can the millions of farmers, their hired men, and the employees of small
firms count on being protected by non-c~ntributing insurance measures
of th~ type recommended by the Steel Board?

Consideration of these questions is very likely to lead to tre conclusion
that individuals should be required to carry their own old age and disability insurance, and thus be kept free to change employers whenever they please.
The more one studies this carefully prepared and fairly intentioned report
of the Steel Board, the more one is impressed with the difficulty of administering
an economy dominated by labor monopolies. With such a set-up, the best that can
be hoped for is an armed peace punctuated by open conflict. If one compares this
with the smooth workings of an economy in which monopolies are non-existent , competition prevails, and wage rates and prices are flexible, there is little doubt as
to which the thoughtful person will choose.
-

WILLFORD I. KING

"If wage increases are obtained by lowering the returns to investors (rent, interest
and dividends), then savers will be unwilling to invest in factories and machines.
This will cause the unemployment of those who would otherwise be building additional
machines and equipment."
-- JOHN W. SCOVILLE
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