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2 represent water'transportation, and 1 is the immediate past president of the
chamber. There are also 8 officers of the chamber who are ex-officio members
of the board, to wit: The president, first vice president, treasurer, and five district
vice presidents.

We respectfully submit that the conclusions reached in this thorough way, by
a body of this character, in a State of the magnitude and traditions of Ohio, are
worthy of your serious consideration.

The CHAIRMAN. The next witness is Mr. Henry E. Jackson, of
New York. )
STATEMENT OF HENRY E. JACKSON, PRESIDENT SOCIAL ENGI-
NEERING INSTITUTE, NEW YORK CITY

Mr. Jackson.  Mr. Chairman and ‘gentlemen: For 5 years | was
working in the Federal Government in the Department of the Interior
under Franklin K. Lane, as a social engineer, working in the Federal
Government in the field of government and community organization.
Since then | have been working as a social engineer in connection with
large industries, ‘trying to persuade them to adopt voluntarily just
such a protection plan as this bill aims to compel them to adopt. For
example, 5 years ago | drafted and installed for the Westinghouse
Manufacturing Co. in Pittsburgh a plan covering 40,000 employees, a
scientific trustee community plan, which has ' been working success-
fully for 5 years, and they are so pleased with it that they have
extended it to three additional subsidiary companies. They are not
only pleased with it but they have discovered that it is not only not
a burden from expense but that it is,a means of saving them expense.

Senator Kinc. You are directing your remarks principally to the
unemployment insurance, are you, now? .

Mr. Jackson: | am speaking at this moment on the retirement
annuities. -

Senator Kine. ‘Pensions?

Mr. Jackson.  Pensions: | merely say that to indicate that | have

drawn some matured conclusions based on a rather large experience
with industry, and after some very careful thought.

Senator Costiean.  Are there any evidences that your plan for the
Westinghouse employees was breaking down the moral fiber of those
employees?

Mr. JacksoN. On the contrary, it is stimulating it. It is on a
50-50 basis, the employer paying half, the employee paying half, so
that the employees are preserving their self-respect and they are
taking part in its administration as well.

The caarwn. Is that largely on the same plan that the Eastman
Kodak people operate?

Mr. Jackson.  Somewhat; excepting that Westinghouse is operating
it wholly itself on a trustee basis involving no insurance company and
saving itself a very large sum of money on that account.

I did not ask for an opportunity to come here and speak to you, but
in speaking to a friend of mine, a Senator, he urged me to do it and he
wanted me to come.

The charwn. We are glad to hear you.

Mr. Jackson. Thank you, sir. | hesitated to come because |
thought you were already deluged with great numbersof suggestions.

The ciarwn. That is quite true, too. [Laughter.]
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Mr. Jackson.  But more particularly | hesitated to come because
I did not want to appear as a critic of this bill, because | am not. |
mean to say that | agree with its objectives heartily. | may say that
I am 100 percent in favor of its objectives, and about 75 percent
against the methods proposed in the bill of obtaining those objectives,
but | appear as a very friendly critic. | never thought that I earned
the right to criticize any proposed measure unless | had something
better to offer as a substitute.

The Chairven.  We will be very glad to hear your constructive
suggestions.

Mr. Jackson.  Thank you, sir.

Senator Kina. And your critical suggestions, too.

Mr. Jackson. | believe I have a substitute plan to propose that
will be much more efficient and much more workable and infinitely
less expensive to the Government.

The CHalrvaN. That is with reference to unemployment insurance?

Mr. Jackson.  That is with reference to the whole social-security
program, including all of the major hazards of industry, including
unemployment.

It is of course impossible in the short time that you could give me
to explain that, and it so happened that I was asked by the editor
of a leading magazine in New York to prepare an article making a
comprehensive statement on such a constructive social-security
problem, which might be a substitute for this measure, and 1 finished
it last week and | took it to him. But since coming here and talking
to my friend who indicated to me what a serious problem this is for
this committee, | decided to withdraw that manuscript from the
magazine and submit it to you in the hope that it may help you do it.

The CHairvan.  We will be very glad to insert that in the record.

Mr. JacksoN.  Thank you, sir. That states in orderly fashion a
constructive program and the figures and facts to sustain it.

I think I may be most helpful if I should take a few minutes to
just name very briefly, the chief yardstick principles which the
article expounds which I think would be helpful on this in the recon-
struction of ‘this measure.,

Senator Kine. Would you permit an interruption before pro-
ceeding?

Mr. JAcksoN.  Yes, Sir.

Senator Kinc. Does the paper which you were kind enough, to
furnish us discuss the question or the proposition as to how the
Westinghouse and these other organizations which have been set up
may be preserved insofar as they are valid and have merit and inte-
grated with any sort of an organization such as you indicate?

Mr. Jackson.  Quite so, sir.  Using the Westinghouse experience as
an illustration of the cost and schedules and so forth.

Senator Kina  Thank you. Then | won’t ask you anything
further on that.

Mr. Jackson. | would suggest then some leading facts that might
indicate to you something that may be helpful if you would give the
paper very careful reading. While this document is in the form of a
magazine article which will make it more comfortable reading for you,
it nevertheless attempts to be a demonstration like the demonstration
of the problem in geometry, that it is possible to enact a social-
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security program without any doles, without increasing the public
debt or the public taxes.

That is rather audacious, | grant, but that seeks to be a demonstra-
tion of that fact. That 1s to say, it can be made wholly self-sup-
porting.

That indicates further that it would be wise in my judgment if
this bill were divided into two bills or if that is not possible, certainly
into two distinct parts. It would be better in two bills. First,
those provisions which are permanent in their nature and which can
be made self-supporting. Those that are self-supporting only to be
included in a social “security program”, because that is a permanent
thing and it would be in keeping with the meaning of social security.

Second, in the second part of the second bill, only those parts which
are designed to be temporary in their nature as a relief to emergency
need and which calls for expenditure of money.

Those two separate measures are wholly different. They rest on
wholly different economic foundations, require wholly different sys-
tems of financing and administration.

They do not belong together. It seems to me it is impossible to
add them together any more than to add 3 quarts of milk to three-
guarters of a mile. It is a contradiction in terms. Therefore, |
would urge you to consider the separation of those two sets of
measures.

We may disregard now for the moment those measures which are
temporary or emergency relief. We all are agreed that we must
render assistance to less fortunate fellow citizens while it ‘lasts, but
we can very well do that if we realize that it is temporary 1n its
nature, and especially if we can get going at the same time a measure
which will prevent the need of its recurrence. It seems to me that
no relief measure is economically or socially sound which does not
provide in itself a means of eliminating the need for relief.

Third, the articles seeks to show how we can get a much more
uniform measure throughout American industries., that is to say we
can guarantee a uniform social security program in American indus-
tries, and at the same time secure a much larger degree of free-
dom on the part of the States in their cooperation with us than this
bill proposes. | think that is a very vital thing. As it stands now,
this measure calls not for 1 law but for 48 laws. But we do not
know what this law will be until the 48 States take action, if they all
do, which is somewhat uncertain. Therefore, instead of 48 laws,
uncertain, we are to have one law which is certain, and as | say |
think it is a meaningless courtesy as stated in the bill, this courtesy
to the States, because the bill proceeds immediately to take almost
every bit of freedom from the States. | think the States ought to
have real freedom of action and the States can be utilized to function
in a very great way, a necessary way, in a country the size of this,
in administering a bill like this, if we grant them the freedom, but
our great problem is how to get concerted action in the whole and
yet preserve freedom in the parts. | think we can do that much
better than the way provided in this bill. The article seeks to do
that.

Fourth, | think it is a bad economic principle and unsound as an
economic principle, for any measure to state the amount of cost or
tax which is to be imposed on the industries for the cost of any
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protection program for the simple reason that nobody knows or can
know what the cost is. Therefore, I think that ought not to be in any
measure. Instead of that, all that is necessary is to state the schedule
of required benefits which an industry is asked to yield. That
schedule of benefits required to yielded-that is ‘all, and that is
sufficient. The cost of it will vary with almost every mdustry. For -
example, for one illustration of a scientific annuity plan, the parent
company of the Westinghouse cost 1.3 percent of the pay roll, but for
a subsidiary, the Westinghouse Lamp Co:, the identical same program
cost it 0.9 percent. That is a real variation.

Therefore, if we would just require industries to yield a certain
schedule of benefits and let them regulate the cost, allowing the
industries the freedom to use whatever methods they choose which
they think best to secure those results, so long as those methods are
sound, of course. An industrv could operate it itself on the trustee
basis, ‘it could use an insurance company if it wished or it could use
a State pooled fund if the State created a pool fund. It would make
no difference to us what method it used so long as it produced the
required results contemplated in the bill. There is just an illustration
of how you can qet freedom in the parts and vet concerted action.

Senator Kinag. Your plan however would contemplate notwith-
standing the freedom which is given to industry itself to formulate
and execute these plans for social insurance, nevertheless the State
would have authority to proceed and create a pool or permit each
industry to function for itself.

Mr. Jackson.  Precisely. As supplementary legislation, it would be
most valuable in the administration of this Federal law.

Fifth, it seeks to show that an unemployment wage reserve plan
required to be set up by industries, ought to be designed and expected
to yield a protection only for that degree of unemployment which
you may call occasional unemployment or seasonal unemployment,
that is to say a certain portion of an employer’'s employees are laid
off for 3 months or 6 months so that he may not overstock his market
with goods. Such a degree of unemployment is always an essential
factor in efficient management in industry. There always will be
that degree of unemployment and always ought to be; It is no p'rdblem
however if a wage reserve protection plan is set up to care for those
men over those periods. They are thereby regarded as a reserve
labor force, which is an important thing to him.

If all industries did that, that would take care of 2,338,000 employ-
ees, that is to say, the average yearly amount of unemployment exist-
ing between 1920 and 1929 inclusive, which is a very typical period,
both prosperous years and unprosperous years, was that amount—
2,338,000.

You will please note that that would be no burden, it would not be
a burden on industry; that is not expensive for any employer that has
a production cost, to take care of these main hazards, like old age,
disability, and so forth-the four major hazards in Americanindustry—
and the cost for those four programs is not burdensome, not burden-
some unless we make it so by our legislation. It is not burdernsome, as
I say, and it is a proper charge against production costs. The de-
preciation of human machinery is a proper charge against production
cost, and can be absorbed as a production cost, and if our industries
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are all on the same basis, then there is a fair basis of competition
and no problem. Our problem begins after that.

I would say that those four ought to be made wholly self-supporting
with no charge to the Government of any kind.

Now, our trouble begins at this point. When our volume of
unemployment came to be 4 or 6 or 8 or 10 million, this excess
volume of unemployment, it is impossible, of course, not only unfair
but impossible, physically impossible, to expect industry to set up
any reserve then that would care for that excess volume of unemploy-
ment. It could not be done. Because that occurs not in consequence
of the operation of the industry as the seasonal unemployment, but
in consequence of the breakdown of our whole economic system, and
to make that very dramatic, when I installed the plan for the Westing-
house, their pay roll was $70,000,000. In 1932 the pay roll was
$28,000,000. The diference between $28,000,000 and $70,000,000
represents that differential. No industry possibly could be required
to set up a reserve then to take care of that amount of unemployment,

Therefore it seems to me we ought to include in this bill a way by
which that excess unemployment can be absorbed. It seems to me
that that is the real problem before the United States now, and there
is only one answer, gentlemen, please. This is not only a terrific
problem of the moment, but that is a continuing problem because
these displaced workers are going to continue to be displaced by
improved machinery. It is the thing we have to face primarily in
the solution of this problem. To provide a way by which these men
could earn their living-that is our problem.

This paper attempts to say what has taken me 20 years to conclude,.
namely, that the self-supporting homestead village 1s the answer to
that problem ; wholly self-supporting and costs the Government
no thing ; self-liquidating debts. Two generations ago this Govern-
ment, mstalled the homesteading policy by furnishing free land to
the men who were not absorbed in other industries and who wanted a
chance to earn a living. Those freelances are now gone, but the land
we have left ; we have endless land left, not free but which. can be
acquired upon such easy terms that it makes the solution of the prob-
lem perfectly feasible, and it can be demonstrated to be a self-liquidat-
ing proposition. | go into that at some length, because | think that
is the heart of that problem.

Just in passing, that is not only in my judgment a means of relieving
immediately the unemployment problem and promoting the capital-
goods industries, making work all over the country in every way, but
aside from that it seems to me it is the most profoundly important
project from the standpoint of the national welfare and the develop-
ment of a self-reliant citizenship that this committee has ever been
called on to consider. 1 think it is the most important thing for this
Nation to consider now or at any time. | cannot go into that because
it is too big.

The implication of that, the far-reaching helpful consequences on
manhood, on childhood, on the future, is enormous.

Just for the moment | will make this little illustration. Owen
Young states it this way, which is very picturesque, very concrete,
and very good. When he went back to his village, the little village
in which he was raised, there used to be a village blacksmith, a village
shoemaker, and a village tailor. He said that in hard times those








































































