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The Country’s Plight---What Can Be Done About It?

GOVERNMENT HAS POWER TO GIVE BUT LITTLE AID '

Depression Is Largely the Problem of Industry

Present Day Distribution of Wealth

Found to Be the Root Cause of Both
‘Overproduction’ and Unemployment

An Exposition of What President Hoover Has Char-

acterized as the Greatest Crisis the World Has
Ever Known ™ —The Significant Facts Underlying
the National Predicament Which Will Be Presented

to the Coming Congress.
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de

1 Correspondent

one

wo'

Warmng From Capitalists.

a-
Washington
the Post-
a modified
tern civiliza-
its worth if it is to en-
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IT.—We must know the facts if we are to deal intelligently with
the depression.

SOMETHING TO

THINK ABOUT!

A Billion Dollar Deficit, Millions Out of Work!

ous sources that it is no wonder the people are
at times bemused. What are we to believe
when the Chamber of Commerce of the United
tates and Gerard Swope, the president of the

General Electric Company, present to us hope-
fully plans for the “‘stabilization” of industry,
while, on the equally authoritative other

hand, Albert H, Wiggin, the chairman of the
board of the Chase National Bank, informs a
nittee that “‘no commission or any
he world” will avail to prevent fu-
ions?

Stating the Real Issues.

What are we to believe when we find busi-
ness groups in solemn conclave adopting reso-
lutions against the interference of government
in busine: and then, the next day, running
to the Government for subsidies and subven-
tions? How shall we choose between the
mutually destructive theses that we should
build up a large foreign trade as a guaranty
against unemployment, and that we should

take no step to lower our tariff barriers or
reduce the war debts?

We must know the facts underlying our
depression if we are to form enlightened judg-
ments upon it. Because of the babel of
tongues offering remedies, we mistake, too
often, the symptom for the disease, and in the
clamor for Government action We are prone
to forget there are limits beyond which the
Government, under the Constitution, cannot
We need to distinguish between the sham
dy, designed to meet the political expedi-
ency of the moment, and the remedy that
strikes at the root of the disease.

The coming session of Congress will have
before it economic issues of transcendent im-
portance. It will be, at the least, a highly
interesting session. It may be historic. Only
if the citizen has certain essential facts clearly
in mind can he follow the unfolding of the
dramaa at Washington with intellizence and
understanding.

I. Hard times have produced ;
hard thinking—The capitalistic sys-
tem of government is on trial.

II. We must know the facts if
we are to deal intelligently with the
depression.

III. The distinction between the
Government’s depression and the
general depression—Why the Gov-
ernment is in debt.

IV. Economy in government is
a good thing, but it can't cure the
deficit.

V. Should the Government in
this emergency depend on borrow-
ing or on new taxation?—How
should the burden of new taxation
be distributed?>—=A three-point tax
program by which the Government
could diminish the present flow of
wealth into a few hands.

VI. The stages of thinking
through which we have come to a
realization of the facts—Our gener-
al depression is home-made, and it |
is due fundamentally to the mal- }
distribution of wealth. :

SYNOPSIS:

VII. How the machine has®ac-
celerated the growth of this economic
isease.

VIIIL. The wages of capital and
the wages of labor—The balance be-
tween consumption and production
can only be restored at the expense
of dividends.

IX. The issue is drawn between
labor and capital—Solution of the
problem rests primarily with indus-
try and not with the Government.

X. But thcrc are certain impor-
tant things the Government can do
—A possible program, covering tax-
ation, the tariff (with a note on the
plight of the farmer), public utilities,
the five-day week for ral em
ployes, prohibition, our part in world
affairs.

XI. Conclusion: Conceivably we
can usher in a new prosperity through
a readjustment of the distribution of
the benefits of the machine—Amend
ment of “men’s economic and social
ideals™ is the great need

that it will stop calling on him (or his chil-
dren) for increased taxes, and he wants indus-
try and business to get out of their depres-
sion, so that his income may be brought back
to a satisfactory level.

The Government's depression flows from
and is a part of the general depression in the
United States, It needs, however, becaise
of the special set of problems involved. to be
considered separately,

From a Feast to a Famine.

Only 14 years ago we were marveling that
the Government had reached a billion dollar
level of receipts and expenditures. Today, by
virtue of the normal expansion of Government
activities in a fast growing country and the
abnormal expansion caused by the war, it is
spending more than four billion dollars a
Nearly a billion of this goes for miif-
tary pensions, compensation, etc., and the care
of disabled veterans, and more than a billion
for interest on and statutory retirement of
the war debt. As long as the country re-
mained fairly prosperous, it was easy enough
to collect the revenues to cover our outlays.
It was so easy, in fact, that notwithstanding
four successive tax reductions since the war
(five if we count the temporary reduction of
1929), the Government had an unbroken se-
ries of surpluses from 1920 down to and in-
cluding the fiscal year 1930.

The change began in the fiscal year 1931,
when the effects of the general business de-
pression began to make themselves felt. These
effects were double-barreled: they sharply re-
duced the proceeds from income and miscel-
laneous taxes and from customs tariffs’ and
they heightened expenditures for relief. In
addition, there was a further drying up of
non-recurrent sources of revenues, such as the
sale of surplus property and the returns from
wartime loans to the railroads—Iitems which,
by contributing to the impressive Treasury
surpluses of earlier days, had helped to make
the fame of Secretary Mellon as “the greatest
Secretary of the Treasury since Alexander
Hamiiton.”

year.

111

—The distinction between the Government's depression and
the general depression—Why the Government is in debt.

American depression to keep clear the dis-
tinction between the United States, mean-
ing the whole people thereof, and the Gov-
ernment of the United States. These two
entities are often confused: hence, for one
reason, the loose assumption that whatever

lT is important in our thinking about the

assumption *hat “one simple panacea” will
ring back prosperity, he pleads “for modera-
tion nd ood for cessation of sham

purpose of this article to set out,
be, the elements—the
e plight which the co

in se

elf. Diagnosis is the chief aim. talk about sham remedies, for an earnest fac-
ption. One of the writers already ing of the really great, really ominous prob-
f. Taussig, says that we have made lems.”

ny progress toward obviating or even  That is, if we are to get anywhere at all

ng the curse of unemployment; that toward the solution of our problems, we must

: % respect to prevention or remedy We are know the root facts out of which they spring.
—

7 mueh ta the dark. the Sach is the confusion of epunsel from varis

the G may do to get itself out of
its depression will likewise help to get the
American people out of their depression,
The problem is not so simple, The Gov-
ernment is a part of the whole. It follows
that if the American people, with or without
Government aid, regain a measure of pros-
perity, this prosperity will b reflected in the
financial status of the Government; but it
does not follow that the curing of the Gov-
excesg of

outgo over income—will spell good times for
the country.
Gov ’s Plight S

In other words, the American depression
presents a duplex problem. The Government
is head over heels in debt, It ran a deficit
during the last fiscal year of $903,000,000,
and the dericit for the current fiscal year
which began last July 1, stood on Nov.
at $661,000,000. Private industry and huni
ness are likewise in a bad way, and hence
the people of the United States, who are de-
pendent upon private industry and business
for their wages or dividends, are in a bad
way. Each person, therefore, has a dual in-
terest in the depression. He wants his Gov-
ernmint to get out of the hole #t is in, o

E Keep Right On.

Under our present revenue system, the
Government depends on corporation and indi-
vidual income taxes for more than half its
receipts. These taxes combined ylelded for
the fiscal year 1930 $2,410,986,977 and for

The

the following year only $1,860,201,640
proceeds of miscellaneous internal
taxes (such as the tobacco tax), wk
the second largest source of income
from $628,308,035 In 1930 to $567.9
The total decline in internal

in 1931, rev-

enue receipts from afl sources (income tax

and miscellaneous) was about 20 per cent, or

$611,965,5 Customs receipts fell from
to $300,8

Govern-
ing
e piled up

as we have seen, while the
ment’'s revenues have been thus dwi
a result of hard times, expe ha
on an ascending scale. The interest on th
war debt must be paid, and the President
has said that the statutory provisions for re-
tirement of the debt should not be disturbed.
Pensions and annuities must be paid, loans
must be advanced to war veterans on their
bonus certificates, hospitals for disabled vet-
erans must be maintained, All these items
growing out of wars are first charges against
the Government, and there is constant pres-
sure upon Congress from the outside, and
upon the President from Congress, to have the
benefits to veterans increased.

as

Even a Dole Looms Up.

There is a postal deficit to be paid; there
is money to be advanced to the States under
the Federal road acts; there are Government
bufldings to be erected under an expanded
program; there are rivers and harbors to ba
improved. In prosperity or depression, thess
expenses g0 on, and some of them are ine
creased by depression.

The Government is in the same position as
a manufacturing plant which has suffered &
severe loss of business but has been unable to
cut its overhead expenses. In the present
fiscal year, moreover, the Government may
have to spend large sums—whether as “dole™
or in some ether guise—for the reliet of dise
tress causel by unemployment. Certainly
there will be strong demands in Congress for
new relief measures.

The farm problem, notwithstanding the
$500,000,000 appropriated by the last Con-
gress for the uses of the Federal Farm Board,
remains urgent. And it should be noted, to
complete this rough picture of the Govern-
meht’s financial plight, that in this fiscal year,
under the Hoover moratorium, it is forego-
1ng the collection of about $260,000,000 due
it on the forelgn war debt.

the deficit.

IV.—Economy in Government is a good thing, but it can’t cure

HAT can the Government do In order to
w balance its budget? First, and obvi-

ously, it can economize, In times like
these the ery goes up throughout the land,
from people and politicians, that the Govern-
ment should cut expenses. Economy"™ is the
promise and watchword of every administra-
tion, the slogan of every candidate for office,
Chambers of Commerce demand & “business-
like” pruning of expenditures, and the aver-
age citizen is certain that if he were given

control there would be wholesale firing of use-
less Government clerks and a slaughter of
boards, bureaus and commissions. Equally
with the alphabet and the multiplication table,
economy commands the support of us all.
Economy in government is the casiest thing
in the world to preach, because all agree upon
it “n principle,” and the hardest thing in the
world to practice. Undoubtedly, a material
saving would be effected by a thorough overe,
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THE COUNTRY'S PLIGHT—WHAT CAN BE DONE ABOUT IT? o

reorgunization of th

cpartments. As every.
the present set-up is
any respects and s

plication and overlap-

or public bulldings, ar-

y vards and the like
to arms it the cur-
s into  its

stely been happening
with the President’s
iown the budget for
al vear is fllustrative

¢ | been taking close to 20

President’s call for reduced outlays.
been

shown, a lim-
fted Bale eperate. Hait
every ‘dollar collected by the

Government goes to pay A
Ppast wars, in the form elther of
veterans' relief or of interest and

and the promotion of public health,
public education and scientific re-

Big Slice Out of Every Dollar.
National which means
rmy and navy
and the bullding ot armaments, has
cents of the
doliar, making the total charseable
o war, past ure, about 70
ents.  Manifostly, If the essential
Federal services are not to be crip-
Dled, there can bo only cheese par-
ing economies in the field of activi-
ties covered by the remaining 30
d no saving of this kind,
however desirable it may

economy drive without becoming|
optimistic as to it Real

translatable into terms of

throuzh the Government, to decide.

An Official Estimate
Of State of Industry

And Employment Now
From the “National Summary of
Business Conditi the Fed-
eral Reserve Board, Compiled Oc-
tober 23.
GG NDUSTRIAL  production
llﬂd factory employment,
at
this little

which usually increas
season, showed

change from August to Septem-

ber, and, consegently, the

board’

dexes declined. B
level of wholesale prices also
declined.

“Industrial productio;
measured by the board’
sonally adjusted index, declined
from 79 per cent of the 1923-
1925 average in August to 76
per cent in September. Activ-
ity at steel mills decreased
from 31 per cent of capacity to
28 per cent; output of automo-
biles was reduced substantially
and lumber production contin-
ued to decline. At cotton mills

legislation

The various tax Dropossla com-
ing before Congress may be

grouped under twe heads.  On the
one which would
Cbroadan the tax base and on the

sales tax or s ta:
on such commodities asoline,
radio sets, automobiles and (in ad-
dition to the heavy impost they al-
rendy bear) clgarettes. A sales tax
is the incom
large or ®
amount consumed by th
the income tax, called by economists
one of the fairest taxes ever devised,
is large or small according to ca.

pacity to pay. les ears in-
cauitably ‘upon persons of small
means; as R. A. Seligman

of Cotambia Uatverstiy  has testi
fied, it “sins against the cardinal
principle of equality In taxation.”
The fight for and against
tax brings into head-on

the opposing theories

ment which have been mentioned.
The tax is advocated at this tim

increase:
1y, while activity at woolen
mills and shoe factories de-
cllnud contrary to the usual
nal tendency.

employed at
factories showed little change
from the middle of August to

1d

the Government in this emergency depend

o borrowing or on new taxation—Hotw shold

¢ burden of new

taxation be distributed?

2na

be avoldea

0oked until recent-

period of the

the House of Have

This definition may over-simpll-
SN

"tbat al
ical questions in
i B it

with the dis-
Ihe question

the

shall be apportioned Talls precies:
1y within this categor)

Wealth's Dinlribnliun.

Sty
g |

& |dous power, can prefoundly affect

economic social
o country. It can

bring about intribu-

briefly, the

available evidence tella us about the
bution of wealth. Our

I
per cent of all those reporting, had

ore than 17 per cent of the in-
The number of taxpavers

3 1t reached the top figure

To ine Treamiry's preliminary »
port for that year, it stood at 14.-
o

Growing Great Fortunes.
_The same progression held so0d

g
1328, dropping
year (preliminary figures again) to
) stock market
steady upward | g,

o ies vanttouas

Figures could
show how wealth, in increasing de-
gree, has become concentrated in
the hands of a small fraction of t

be piled  up

people. but a few more must suf-
ice. The Federal Trade Commis-
sion, in a comprehensive study of
the national

the United States, s

tates of decedents in 24 se-
ccted counties in 12 states for the
period from 1912 to 1 found

oF the |dscedunts

4 wealth and that
Swnea 30, per cent of the wealth.
e dverase Vaiue o uil the estates
cent o,
The decedents had estates of - less
than this average. commia.
sion’s tables i d(rnlf. as it conserv.
atively say rather high degree
of concentration.”
‘What the Poor Own.

It 1% tmpossible, of course, t
rive at the exact proportions In
which the national wealth is dis.
tributed, but certain figures are
suggestive. The Industrial Rela-
tions Commission has estimated
hat the Tich (2 per cent) 5
Dber cent of the accumulated wealth
o nation, the middle class
(33 per cent) own 35 per cent of
the wealth, and the poor (65 per
cent) own § per cent of the wealth,

o
to

the middle of September, a pe-
us:

Iniron and

lumber mills, employment de-
creased further, contrary to the

seasonal tendency; in the
clothing and silk industries
there were substantial in-

creases in employment, partly
of a seasonal character; in
mills producing cotton goods,
employment increased leas than
usual in woolen mills it
declined from recent relatively
high levels,

“Data on value of buildiug
contracts awarded for the pe-
riod between the first of Au-
gust and the middle of October,
as reported by the F. W. Dodge
Corporation, show a continua-
tion of the downward move-
ment of recent month for resi-

dential as well as for other
types of construction.
Reverting to income, as distin-

guished from accumulated wealth,
it ia flluminating to note that only

a tax upon it to

of wealth in the

Incomes of Super-Rich.
The 504 super-millionaires at the

top of the heap in 1529 had an az-
for taxation

929, according| of

railwaymen’s
the result was called by Senator

O iailacetiation Yiba tinR e
son with the $538,664,157 net in-
come 8¢ the 35 wealthiest taxpay.

in 1929, the 421,000 workers in
the clothing induriry received in

i 3
i

3

R, e
1d the entire wake

clothing industry and still had left

for themselves about three-quarters

our attention 1o this condition and
its dangers.
Sources to Be Taxed.

he  foregoinz
Council  of

1o point 16 the “Erave impertections
in an economic order which makes
possible the stark contrast of vast
fortunes and breadlines,” and they

Tach of New Jersey. & Republican
member of the Hous
Heuna Commitise, 10" take & leat
from the Progressive book and pro-
pose higher surtaxes, higher estats

Bac
a “timely program wit!

S
| back

higher levies on the i

There are three
the opposin;
in the higher brackets of the in-
come tax, an increase in the estate
tax, and the restoration of the gift
tax

Under the wartime rates, ap-
plic
1921

Income Taxes in Great Britain.
What has happenad in respect to
the taxes of the very rich can bet-

ter be shown by a comparison

based on the average tax per re-

turn and the average rate of tax, on

incomes in excess of $1.000.000. In
incomes pal

the super-millionaires—thon

paid a lower average
than persons’ with
31

the rates be stepped up until they
figure of 35 or

Forty per cent
the mastmum rats carried
revenue act of 1924

Increased tax burden be laid o

invit
at Brijain in 1929-30 had

persons with incomes of $500,000
Their _average in-

$1,848,585,793, on Which they paid
& tax of about 16 per cent, or
337,065, If they had been assessed

het | at the British rates then eftective,
they would have paid a tax
howed. trom |sbout 48 ber cent, or approximates

ly $900,000,000.
Over-Expanded Industries.

One of the main arguments by

was that urgently needed moncy
would thereby be rele
expansion of 1
expansion, it was
great and widely distributed bene-
fits. 1f this argument ever
any valldity—which i seriously to
be_doubted—it ly

now. Industry todsy 18 tremen.
dously overexpanded — that is
ls grest troubls and the coun-

with  unreasonable|

n reverse. It is | ds

os | some statistics

of govern-|tax

etfort to avert

surtaxes running up as high as 65

0.
t is Interesting to observe that

incomes from

$300.000" ¢ 000,000,
Wiy the

rates, which

the brackets © X

$100.000, should cease at that
point. It has been suggested that

unts of income
was
in the

In urging that the bulk of any|®

$o00in tEskopuieciis this class

comparison with the British.

which Congress on three occasions
was led to Teduce the surtax rates

for payments to the states was only
5 per cent.
'l'u on Estates.

Secretary Mellon has been a con-
stant advocate of complete repeal
of the estate tax. In this position
e had the warm support of Pres-
ident Coolidge. who argued that

ertate taxation was ez

tes. Coolidge slso sald that the
Government ahoud ‘seok so-
cial legislation in the guise of tax-

parently, in this Piloatnl, n ]
sound enough policy for the stat-s
to adopt socialism, but unwise and
angerous for the Federal Gow:
ment to do it.
Secretary Mellon 1s
against the use of the

strongly
estate tax

t into many moderate

As to that, lot us sea. Here are
into the Con-
fonal Rmm: whan the estate

n 1926. John
D." Rockeleller has. siven. (o hia
children $2,000,000,000. He has in
his own right (1924) $500,000,000

Jr., has an

over §306,000,000 in 30 years. The
also from Stand-

per n amounts of income than $400,000,-
over $1,000,000. Successive gener- Meyer Guggenheim died in
al tax reductions have brought
the top rate down to 2 cent

an © stopped the graduation of it
incomes at $100, te s h of the chil-
20 per cent, that is to say. no mat- | dren more than the original whole.
ter how small or how large the ex-|The fortune of Alexius du Pont
cess over $100,000 was $40,000,00: Eates

In 1926 that the 40 descendants in
the fourth and fifth generations
were each worth more than that.

capital. The reply to this is that
even a fairly heavy tax can be liq-
uidated through annual payments
the income of the estats if
suffictent time is allowed.
tate of Harry Payne Whitney fur.
nishes an illuminating case in point.
9.748 at the time

of his death in 1927, it paid death

Views of Rich Men.
Proponents

of the estate tax

auties,

e ety whguet

ks for a constitutional b
amendment to closo this loophole.
It he ix genuinely anxious to get at

crimination is the Federal Govern-|*

Loss in American
Wages Twice Value
Of Foreign Trade

From the November “Survey of
iness” by the American Feder-

ation oi
uw AGE EARNERS' yearly
income 1s mow $11,000,

000,000 below the 1929 level.
This does not include 1
salaried workers. The total
income of factory workers is
now 37 per cent below 1929, of
railroad workers 25 per cent
below, and the income of all
wage earners, we estimate, has
declined 32 per cent below
Cost ot living bas de-

therefore is 23 per cent below

1929,
in pric s
is $9,700,000,000 in 1929 col-
lars,

“No other nnm Run in the
record of businest has
had anything I8 helecareits
effect of this $11,000,000,000
decline in wage payments, If

Allowing for the change

its entire foreign trade, the lost
would be less than half as great
as the wage decline. Most sig-
nificant of all is the loss in re-
tall trade due to diminished in-
comes of workers. Allowing for
rent and for price changes, the
loss to retall trade from wage
declines this year has been at
least $8,000,000,000 in 1929
dollars. Since the nation's to-
tal retail eales in 1925 were
$50,000,000,000, the wage loss
has reduced retall trade by 16
per cent. Since production of
practically every kind depends
ultimately on retail sules, this
loss hus had its blighting eftect
on factories, mines, railros
tarms, reducing business activ-
ity throughout our entire busi-
ness mechanism. A loss one-
quarter as large would be
enough to work serious havoc.
Those who advocate reducing
workers’ buying power still fur-
ther by wage cuts have fafled
to consider thesa facts.”

upon wor
Taking issus with the theory that
we shoul i o vix expansion
of our export
The Rotter averie wae to buia
et sl d
Dolated out that our sxport trade
10 per cont of our

total production; this indicated to,
him that the ﬂcmulle market al-
our principal con-
et we, nadid ook &

sumer and
for future expansion.

were echoed pres nv.|y in another
ost-Dispatch_interview, by

depression or not. Why?
for u long period before the crash
our production had been outrun-
ning our consumption. The work-

could buy with:the wages they re-
ceived. Our predicament is  pri-
marily due to the inequitable dis-

{ribution ot the earnings of indu

y as between capital and labor.
I Rave not seen & single denial of
that —even bank-
o8 who are ursing wass * redue:
tios

Hnmc Market Excels Foreign.
“Dean Donham,” added the mil-
lionaire Senator, “is everlastingly

the world right at their
viding they pay their workers su
icient wages what the
workers produce.

Other distinguished experts could
be called and in
of this diagnosi
more need be heard.
ident Hoover. We turn

is
speech to the editors at Indianapo-

lis last June. rguing, it
is trus, that world lnﬂuenc- ae-

pression was about $50.000,000,00
ported yearly about five bil-
Wby 0 per cent
diaruption has temporari
our exports to about thres and
half billions. In other words, the
shrinkage of forelgn trade by one
and one-half billions amounts to

ospel of Wealth":

since 1925 and drew the conclusion | urge it frankly as a social weapon |can evade the tax. The gift tax
thai h are geiting vicher as well as a revenue producer. 'In
ahd the poor poore i 1008,

The American income tax rates v mads _before or after the givers

death

? | tainly of no benefit to this country!
ndrew Carnegle.

his
OF all forma of tazation, this seem
o met

only 2 or 3 per cent of our total
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1919 1930
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Shop Early in the Day!
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