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Mr. RANDOLPH. Mr. Speaker, I ask unanimous consent
to procecd for half a minute.

Mr. DOUGHTON. I object. Mr. Speaker, I move that the
House resolve itself into the Committee of the Whole House
on the state of the Union for the further consideration of the
bill (H. R. 7260) to provide for the general welfare by estab-
lishing a system of Federal old-age benefits, and by enabling
the several States to make more adequate provision for aged
persons, dependent and crippled children, maternal and child
welfare, public health, and the administration of their unem-
ployment-compensation laws; to establish a Social Security
Board; to raise revenue; and for other purposes.

The motion was agreed to.

Accordingly the House resolved itself into the Committee
of the Whole House on the state of the Union, with Mr.
MCcREvYNoOLDS in the chair.

The Clerk read the title of the bill.

Mr. TREADWAY,. Mr. Chairman, I yield 10 minutes to the
gentleman from New Jersey [Mr. EaTon].

Mr., EATON. Mr. Chairman, on Saturday last my beloved
friend the gentleman from New York [(Mr. FITZPATRICK],
called attention to a statement by Dun & Bradstreet to the
effect that prosperity is headed our way. I rejoiced to hear
that, but regret exceedingly that the statement was not
well founded.

Mr. FITZPATRICK rose.

Mr. EATON. Oh,Iam not going to yield to anybody today.

Mr. FITZPATRICK. But the gentleman mentioned my
name.

{ are assuming.
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Mr. EATON. The gentleman has not heard what I am
going to say.

Mr. FITZPATRICK. But I know what the gentleman is
going to say.

Mr. EATON. If the gentleman will give me the recipe for
knowing what is in another man’s mind, I would like very
much to have it.

Mr. FITZPATRICK. Will the gentleman yield?

Mr. EATON. Not now. In the New York Sun of ‘Monday,
April 15, 1935, occurs this statement:

Last Friday a section of the Dun & Bradstreet weekly review was
quoted as follows: * During the weck there was a complete trans-
formation of sentiment, as the hopes for a rather far-removed im-
provement were replaced by a realization that the immediate future
is to bring the sharpest rise that has been witnessed in buslness in
the past quarter of a century.” Today the agency explained the
rather optimistic prophecy by sending round this statement: “ No
significant information jJustified the inadvertent and unauthorized
departure from our policy of not making predictions as to the
future business trend which was evidenced in our weekly review of
business released under date of April 12, 1935.”

Mr. Chairman, I shall confine my remarks in the few min-
utes assigned to me to one point. We have in this great leg-
islation proposed here two alternatives for the solution of a
problem that transcends all political considerations, all sec-
tional considerations. There is no doubt in the world that
the time has come when this Nation must face intelligently
and, by and by, successfully the problem of taking care of its
unemployed and its aged people. In this legislation we have
our choice between two general principles. One is that the
Federal Government shall intrude upon the States of the
Union by or through the force of Federal grants and deter-
mine largely the policy of those States and thus make the
State the instrument of raising the funds and distributing

| them for caring for the aged and solving the unemployment

problem. On the other hand, I believe, there are to be intro-
duced here one or two substitute proposals in which the Fed-
eral Government shall take supreme command, assume
complete responsibility for raising and distributing the
money. This House will have to decide between those two
great general principles in its application to the solution of
this problem.

I ask this House to give attention to one problem that
seems to be entirely lost sight of in all the vast money-
spending legislation under this new-deal administration,
and that is the question as to where the governments, na-
tional and local, of this country are to find the financial
resources to take care of all these responsibilities which we
I read to you the figures of the census of
1930. We had at that time 122,000,000 people. We had
48 829,000 people gainfully employed. Thirty-eight million
of them were males and 10,000,000 were females. We had
210,000 industrial institutions or establishments producing
wealth of more than $5,000 value. The question that I am
raising here is the foundation question of our civilization.
We have intruded ourselves through the administration and
through this legislative body into the front ranks of those
seeking a solution of this problem, and unless we face it and
go to the bottom of it, which we have not begun to do yet, we
are going to destroy the foundation of our civilization.

In 1929, which was the banner year of prosperity, so called,
we had 210,000 establishments producing more than $5,000
worth of wealth each a year. We had 8,838,000 employees in
those institutions as wage earners, who earned $11,600,000,000
in a year. We had in those institutions working on salary
1,358,000 people with salaries of $3,500,000,000. The total
value of the output that year, the greatest in the history of
any nation since time began, was something over $70,000,-
000,000. Of that, $38,000,000.000/was cost of material and
$31,000,000,000 was value added by manufacture. In good
times or bad times that reservoir of newly created wealth
constitutes the only source of spending money, public money
or private, for 125,000,000 people.

The question that I lay upon your minds, gentlemen, and
upon my own thought as a citizen of this country, regardless
of politics, is, What are we going to do with that instrument,
the one goose that lays the golden egg, namely, the wealth-
producing agencies of this Nation, in agriculture, industry,
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ard finance? What are we going to do with it and what are
we doing with it now? The attitude of the new-deal ad-
ministration, of the majority in this House, and of millions
of people today is an attitude of hate and antagonism, and
you hear on all sides attacks made on business, big and little,
and upon individuals engaged in business. I admit that the
industrial leaders of this country have been and are just
like the rest of us. I admit that among them have been
rascals and thieves and fools, just as there have been among
politicians and among every other class in the country; but
the great rank and file of men and women in this Nation,
who are bearing its burden and are producing the only wealth
we have to meet these obligations, are the industrial leaders
and farm producers of this Nation—mern and women of
character, ability, and honor. What is the Government
doing? 'Taxing them beyond belief, regulating them with
redtape and bureaucracy and primitive legislation beyond
their endurance to support; going into competition with
them in business, leaving them unprotected against the com-
petition of starving-wage countries. No business man today
has the slightest notion in the world what is going to happen
to him tomorrow. He is forced to spend time and money
coming to Washington to ask what he can do, if he cannot
do this or that, instead of not only being permitted but be-
ing encouraged by the Government to stay at home and run
his own business.

So I ask this House in all earnestness, not as members of
this party or of that, but as citizens of the United States, to
begin the study where it must begin and end, namely, in the
wealth-producing energies of this Nation. If you are going
to put the wealth-producing industries of this Nation under
unfair and uneconomic Government competition, under Gov-
ernment control by inexperienced bureaucrats, you are going
to kill the goose that lays the golden egg. There is no other
source for any dollar used by any government except in the
brain and brawn and sweat of some wealth-producing man
or woman somewhere in this Nation. [Applause.] Those
are the people who ought to have ocur sympathy and our
understanding, and we ought not to stand here and curse
them as if they were public enemy no. 1.

Wipe them out and you wipe yourselves out; you wipe
government out and finally you will destroy every insti-
tution in this land. So I say that the protection and per-
petuation of the wealth-producing instrumentalities of this
Nation by our Government transcends politics. It tran-
scends partisanship. It goes to the very foundations of our
civilization. The function of all industry is to serve society
by assuring economic security and liberty to all who de-
serve it. The function of government is to encourage and
protect industry in performing this public service.

I close with a quotation from Lord Macaulay made a
hundred years ago:

Our rulers will best promote the improvement of the people
by strictly confining themseclves to their own legitimate duties,
by leaving capital to find its most lucrative course, commodities
thelr fair price, Industry and intelligence their natural reward,
idleness and folly their natural punishment—by malintaining
peace, by defending property, by diminishing the price of law,
by observing strict economy In every department of the State.
Let the Government do this—the people will assuredly do the rest.

So I lay this central thought of industry, rural and
urban, upon your conscience and your intelligence and ask
that you give it consideration as the very foundation of
our civilization. [Applause.]

[Here the gavel fell.]

Mr. TREADWAY. Mr. Chairman, I yield 10 minutes to
the gentleman from New York {Mr. MaARCANTONIO].

Mr. MARCANTONIO. Mr. Chairman, the day before yes-
terday one of the superdetectives of this House decided to
tackle one of the fairest proposals presented to this House,
namely, H. R. 2827, in detectivelike fashion. He went around
snooping and finally came here, and in dealing with this bill
he hurled the cry of “ communism ”, and then continued to
repeat “ communism.” All he saw around this bill was whis-
kers. He saw a boogey man and he started to run from it,
and he appealed to the House to follow his example. That
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is the only manner in which this bill has been attacked
thus far.

There are two bills before this House which I believe at-
tempt to deal comprehensively with the problem of social
security. One is the bill known as “ H. R. 7260 ", which fails
to accomplish this purpose, and the other is H. R. 2827,
which deals adequately and successfully with this problem.
We all agree that unemployment insurance and old-age
insurance are inevitable. They are bound to come in Amer-
ica. We must have unemployment insurznce and we must
have old-age insurance. So therefore the question which
comes before this Nation at this time is the method by which
social security is to be paid. Are you going to place the bur~
den of caring for the poor on the shoulders of the poor, or
are you going to place the burden of caring for the poor on
the shoulders of the community as a whole, and especially
on those who can well afford it? Under the plan in H. R.
7260, we establish a vicious antisocial system. We establish
a system whereby the payment for the care of the unem-
ployed and for the care of the aged is to be met by means of
various pay-roll taxes.

I do not believe there is a single man in this House who
accepts the statements in the bill to the effect that the tax,
in the case of unemployment insurance, is to fall solely on
the shoulders of the employer. Anybody who believes that
still believes in Santa Claus. We all know that with labor’s
last line of defense crushed today, with 11,000,000 unem-
ployed, with a charity wage scale being imposed throughout
the Nation on all public-works projects, labor has no line
of defense against any wage cuts. This 3-percent tax, which
you say has been levied on the employer, Inevitably must
f2ll on the shoulders of the wage earners of America, be-
cause with 11,000,000 potential scabs, labor cannot defend
itself against any wage cuts. You cannot escape from it.
You are establishing once and for all, if you pass this bill,
a vicious antisocial system of having the poor cairy the
burden of caring for the poor.

I believe that America is the richest Naticn in the world.
In this Nation, where we have more wealth than any other
Nation, I think it is proper we should establish the system
proposed under H. R. 2827, whereby in this greatest and
wealthiest Nation in the world there should be no hunger,
no starvation, and no want, and that the unemployed of
this Nation, as well as the aged of this Nation, should be
taken care of by the United Statcs of America through taxa-
tion, levied on the large incomes of this Nation, putting the
burden squarely where it equitably belongs, and not on the
poor of the Nation as the Doughton bill intends to do.

The only argument which I believe seems to be more or less
appealing which is advanced in favor of H. R. 7260 is that
under section 201 (a) it sets up an old-age reserve account
and that under section 910, subdivisions (a) and (b), there
is set up an unemployment trust fund, and it is claimed that
the unemployment trust fund, as well as the old-age fund,
will build up a reserve which can be eventually used for the
purpose of withdrawing tax-exempt securities. Now, let me
quote, not from any Communist paper or from any Com-
munist organization but from the Analyst, which was pub-
lished by the New York Times on February 22, 1935. There
it says, discussing the reserve funds established by this bill:

(1) Finarcial reserves can be eflective only in cases where con-
tingencles can be calculated and determined by actuarial methods
and where these contingencles arise in sufficient regularity to per-
mit the arrangement of reserves in accordance therewith. (2) The
incidence of depressions is lrregular and unpredictable, and hence
defles actuarial procedure. (3) Purchasing power cannot be stored
up en masse under cur money system, which is a system of debt,
rather than metallic circulation. (4) The attempt to create unem-
ployment reserve will intensify booms. (5) Unemployment reserves
are incapable of mobllization when needed and any attempt to
mobilize them will only result in further intensification of
depression.

Further, in the last analysis, what do we seek to do with
these reserves? On the one hand, we attempt to call in the
so-called “ tax-exempt bonds”, but, on the other hand, we
intend to do this by removing whatever little purchasing
power the people of America possess. By 1970 we will have



5858 CONGRESSIONAL

frozen from them the sum of $32,000,000,000, according to
the table which exists on page 6 of the report on this bill.

So all we are doing here is cutting off our nose to spite
our face. We cannot do away with the evil of tax-exempt
securities by this method. Everybody recognizes that Ameri-
ca’s problem today is lack of purchasing power on the part
of the American workers; thay have practically no purchas-
ing power left. When we attempt to remove a further por-
tion of this purchasing power by pay-roll taxation we only
accentuate the problem, we do not alleviate it.

Let me read from the report of the committee with refer-
ence to the present unemployed. The Doughton bill does
nothing for those at present unemployed. The report states:

It should be clearly understood that State unemployment-com-
pensation plans made pcssible by this bill cannot take care of
the present problem of unemployment. They will be designed
rather to afford security against the large bulk of unemployment
in the future.

So, right in this report we have the admission that under
this bill nothing is being done for the present 11,000,000
unemployed. Oh, you may refer to the $4,000,000,000 work-
relief bill, but, Mr. Chairman, after this $4,000,000,000 are
spent in the manner in which it is going to be spent at an
average wage of $§50 a month, those unemployed at present
will find thcmselves right back in the position they are
today before the expenditure of the $4,000,000,000.

Mr. Chairman, permit me to say to the Members of the
House that the bill (H. R. 2827) has received the endorse-
ment of thousands of labor organizations and of hundreds
of organizations affiliated with the American Federation of
Labor, of social and welfare workers, and of educators
throughout the country.

[Here the gavel fell.] .

Mr. TREADWAY. Mr. Chairman, I yield 2 additional
minutes to the gentleman from New York.

Mr. MARCANTONIO. The mzin argument advanced
against H. R. 2827 is that there is no difference between
the system set up under that bill and the present system
of relief whereby the unemployed workers of this Nation are
paid a charity wage, or a charity dole, forcing them to adopt
a standard of living based on charity. This argument is
fantastic and silly. Under H. R. 2827, however, the unem-
ployed workers of this Nation during their period of unem-
ployment are paid the wage prevailing in their community
at the time of their unemployment. In other words, the
uncmployed worker will receive the same wages he was
receiving at the time he was employed.

Mr. CONNERY. Mr. Chairman, will the gentleman yield?

Mr. MARCANTONIO. 1 yield.

Mr. CONNERY. And there is no tax on pay rolls which,
eventually, has to be pald by the workers themselves.

Mr. MARCANTONIO. The gentleman is correct. The
cnly tax levied under H. R. 2827 is a tax on the large in-
comes of this Nation, where taxation to support this kind
of legislation should be placed.

The difference between this bill and relief is that with
relief you reduce the American worker to a charity level and
lessen his purchasing power, destroy his morale and self-
respect, whereas under H. R. 2827 the American worker re-
tains his purchasing power. During his period of unem-
ployment, under the provisions of H. R. 2827, the American
worker would retain not only his purchasing power but his
standard of living and his self-respect; and, more impor-
tant than all, he can raise his head high and say, “I am
proud to be an American citizen.” [Applause.]

[Here the gavel fell.}

Mr. SAMUEL B. HILL. Mr. Chairman, I yield 30 minutes
to the gentleman from Arkansas |Mr. FPoLLER].

Mr. FULLER. Mr. Chairman, this bill from the Ways
and Means Committee, H. R. 7260, and known as the
“ social-security bill 7, is the greatest humanitarian measure
ever presented to an American Congress. Its prime object
is to help those who are not able to help themselves and
to lend aid and comfort to the aged poor. It provides a
pension for those over 65 years of age and in need. At
this time there are in the Nation approximately seven and
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one-half million over 65 years of age and multiplied thou-
sands are without means of support and dependent upon
others. As years go by this number will be increased. The
great number of needy at this time is due, to a great ex-
tent, to the financial depression through which we are
passing. They have contributed their part to the build-
ing of the great institutions and industries of this country;
they tilled the soil, educated their children, and endeavored
to make the world better for having lived in it. Many of
them invested their savings in stocks and bonds, the value
of which has been wiped out. A great number of these
people were able to perform work and make a living, but
in these days of unemployment they are without a job.
Many of them find that their children, upon whom they
could depend for aid and assistance, are in a similar posi-
tion. Society owes these citizens a reasonable subsistence,
compatible with decency and health. Primarily this duty
rests upon the respective States, but in this measure the
Federal Government proposes grants in aid to the State
to assist in paying an old-age pension. Under the provi-
sions of title 1 the Federal Government pays up to $15 for
each individual in need over the age of 65, which amount
is to be matched by the States. It provides, however, if
the States are desirous and able, they can pay as much more
over $30 as desired. It provides for a uniform plan that the
various States of the Union must adopt and that no State
which fails to comply with the terms and provisions of this
measure can participate. It will be contended by some that
the amount the Government is to contribute is too small and
that some of the States will not be able to raise the money
to match Federal grants.

Mr. LUCAS. Mr. Chairman, will the gentleman yleld?

Mr. FULLER. 1 yield.

‘Mr. LUCAS. The gentleman is discussing section 1 of
title I wherein it states that a reasonable subsistence com-
patible with decency and health shall be given to aged indi-
viduals. Does the gentleman understand that one must be
a citizen of the United States of America before he can
obtain the benefits under title I?

Mr. FULLER. No; if a State wants to, it can provide in
its law even that aliens over 65 years of age can be taken
care of.

Mr. LUCAS. In other words, that is a matter left to the
discretion of the States.

Mr. FULLER. It is left to the State legislature; yes.

Mr. MEAD. Mr. Chairman, will the gentleman yield?

Mr. FULLER, 1 yield.

Mr. MEAD. As a general rule, however, all the States
require that those who receive relief benefits from the State
be not only citizens of the State but in most cases citizens of
the United States as well.

Mr. FULLER. That is true.

Mr. DONDERO. Mr. Chairman, will the gentleman yield?

Mr. FULLER. 1 yield.

Mr. DONDERO. Must they actually be in need before
they can receive these benefits?

Mr. FULLER. Certainly; they must be in need. I cannot
contemplate a subdivision of Government paying a pension
to anybody in the United States who is not really in need.
(Applause.] This Government owes nobody a living, but
everybody owes loyalty and fidelity to this Government: and
it is only as a social-welfare feature to take care of those
who cannot take care of themselves that we make the con-
tribution; it is only to take care of those who are in need of
assistance.

Mr. LUCAS. Under title I, section 2, article IV, it is
stated:

Provide for granting to any individual, whose clalm for old-age
assistance is denled, an opportunity for a falr hearing before such
State agency.

In the event that the State decided to enlarge the powers
granted under this particular section and give the right of
the individual who is denied assistance in the first instance
an appeal to the local courts, would that, in the opinion of
the distinguished member of the Ways and Means Com-
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mittee, in any way contravene this section about which we
are now talking?

MY. FULLER. I think not. We made a special arrange-
ment for that by reason of several inquiries being made.
Anyone should have recourse when his claim is denied. I
think that answers the question which the gentleman
asked me.

Mr. Chairman, I would prefer not to be interrupted for
& while unless there is some particular question that a Mem-
ber is particularly interested in.

Mr. TAYLOR of South Carolina.
at this point?

Mr. FULLER. I yield to the gentleman from South Caro-
lins.

Mr. TAYLOR of South Carolina. When a board is set up
by any State to review on appeal the case of any aggrieved
person, will the Board here in Washington undertake to re-
view the findings of that board?

Mr. FULLER. They have no authority to do that. That
is left solely and entirely to the States, if the States other-
wise comply with the uniform plan set out here, which the
States must comply with.

Mr. TAYLOR of South Carolina. That would give leeway
for the several States and the Nation to set up different
yardsticks or different lines of demarcation to determine the
respective needs of their citizens?

Mr. FULLER. They have that right under this bill, but
they must adopt a plan as set forth in this bill. The age
must be 65, and there are certain residence requirements
and a few other conditions. Then they have latitude for
themselves. They may up to 1940 make the age limit 70
years instead of 65 years if they so desire.

It should be borne in mind the annual amount to be con-
tributed by the Federal Government will, in a few years, be
very materially increased. In my opinion, in less than 10
years it will require an annual appropriation of over
$300,000,000.

Mr. COX. Will the gentleman yield?

Mr. FULLER. 1 yield to the gentleman from Georgia.

Mr. COX. Is the gentleman not unduly conservative in
estimating the amount that the Federal Government will be
required to contribute?

Mr. FULLER. I think not. I think it is more liberal and
a larger figure than almost any other Member, especially on
the Democratic side of the Ways and Means Committee,
would even agree to.

Mr. COX. Does the gentleman accept the records of the
States now paying an old-age pension as a basis for that
calculation?

Mr. FULLER. Yes; and in doing so this figure would be
5 or 10 times greater.

Mr. COX. Does not the gentleman think he incurs the
risk of error in proceeding upon that basis, having in mind,
of course, that, with the Federal Government entering the
field and obligating itself to pay, the demands will increase
and the tendency of the States will be to liberalize their
laws and the administration of the laws in order that a larger
Federal grant may be obtained? Does the gentleman not
appreciate the fact that there is the feeling that it is justi-
fiable to make any sort of a demand upon the Federal Gov-
ernment and that the urge is to get-as much from this source
as possible?

Mr. FULLER. May I say to the gentleman, briefly, that I
think my figures are very liberal. I am convinced that they
will cover the situation, and there will not be required any
more than the amount I specified. Besides the States will
have to match 50-50, and they will not be overanxious to
exceed equal matching. Of course, there are Members here
who will come to Congress in the future desirous of requir-
ing the Federal Government to pay more.

It is not claimed that this is a perfect bill; all major legis-
lation is the result of compromise. Last June, in a message
to the Nation, the President advocated this measure, and
subsequently created the Committee on Economic Security,
composed of members of the Cabinet and other prominent
citizens; after extensive study, covering a period of 6 months,
a report was submitted recommending substantially the pro-

Will the gentleman yield
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visions of this bill. At this session of Congress the President
in a forceful message plead for the enactment of this social-
security measure. It is generally known that its enactment
is more desired by our great President than any pending
measure,

For approximately 3 months the Ways and Means Com-
mittee has daily considered this measure. The committee
has had submitted to it various other old-age-pensions plans,
the most prominent of which was the Townsend plan, upon
which measure hearings were had. The original Townsend
plan, known as the “ McGroarty bill ”, has for its object and
purpose the granting of a pension of $200 per month for all
those over €60 years of age, conditioned all the money must
be spent every month, and that on the first day of every
month the Government was to place to the credit of every
pensioner, in a local bank, the sum of $200. The question of
need was never considered, age being the only condition.
Under this measure Rockefeller, Morgan, Mellon, Ford, and
other millionaires of this Nation could, with their wives,
draw $200 each per month. A man owning the biggest de-
partment store or building in a city, with an income of $500
or more per month, could draw the pension. The wealthiest
farmer in a community, with plenty of stock, a bank account,
and living in ease and comfort, would be a recipient, as well
as his wife, of $200 per month. No restrictions were made
as to how the money should be spent, and Dr. Townsend, who
appeared before our committee, stated he was not interested
in how they spent the money nor as to whether or not they
spent it for liquor, in roadhouses for gambling or immoral
purposes.

Children and other relatives could move in and live with
their parents and relatives on the pension rolis. All that
was required was the 60 years’ age limit and the condition
that the pensioner should discontinue and refrain from all
gainful pursuits. The measure provided that this pension
should be paid by levying a tax of 2 percent upon all trans-
actions. Such a measure would kill ambition, stifle and
retard thrift, and mean the early doom of our Nation. It is
inconceivable that a nation would be required to collect
money by taxes to pay a man and wife $400 per month who
in their previous years had never made over $50 or $100 per
month from their combined labors and at the same time had
lived in ease, comfort, and happiness. The tax sought to be
levied would not start to pay one-fourth of the $200 pen-
sion. Dr. Doane, an economist, presented as a witness by
Dr. Townsend, testified that the national income for this
Nation for 1929, the most prosperous year of our history,
was $81,000,000,000 and for the year 1933 approximately
$45,000,000,000, yet in 1933 there was no profit in the national
income. The 2-percent sales tax would produce approxi-
mately $1,000,000,000 per year; but he states if the tax were
placed upon every conceivable transaction there was a pos-
sibility of a maximum collection of $4,000,000,0600 per year.
Even this collection of taxes, which was more than the Fed-
eral Government collected last year for all purposes, would
not be a sufficient amount to pay over $33 per month. There
are today 10,000,000 people in the United States over 60
years of age, which would mean a payment of a pension of
$33 per month per person. His expert admitted that the
Federal Government could not stand the financial strain
and burden sought under the Townsend plan.

A Mr. Glen J. Hudson, of Cslifornia, actuary for Dr.
Townsend, testified if he were a member of the Ways and
Means Committee he would not vote approval of the plan.

Mr. DOUGHTON. Will the gentleman yield?

Mr., FULLER. I yield to my distinguished chairman, the
gentleman from North Carolina.

Mr. DOUGHTON. The gentleman recalls that Dr. Town-
send appeared, I believe, more than once before our com-
mittee and urged very strongly the adoption by the com-
mittee of his original bill. He assured the committee that it
was sound, feasible, and workable, and had been worked out
by experts and specialists. In view of that testimony of Dr.
Townsend and the statement just made by the gentleman
addressing the committee, in his opinion is a man who
would present a scheme so revolutionary, so impossible, and
so dangerous as this, if he does change his mind and pre-
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sents a revised scheme, capable of advising the Congress of
the United States with respect to a great matter like this?

Mr. FULLER. I would hesitate to say. Dr. Townsend
apparently is a fine old gentleman, but I doubt his judg-
ment. I know it is not good statesmanship and that no-
body except those who are in distress and who want to get
something for nothing are going to seriously consider the
Townsend plan.

Mr. DISNEY. Will the gentleman yield?

Mr. FULLER. I yield to the gentleman from Oklahoma.

Mr. DISNEY. The gentleman referred to the national
gross income as being $45,000,000,000. As I remember the
figures before the Ways and Means Committee, there were
about ten and one-half million people over 60 years of age
in the United States. At that rate it would take about
$24,000,000,000 a year to pay the Townsend old-age pension.
Is the gentleman going to discuss those figures?

Mr. FULLER. Yes; I have those figures here. Then, too,
the Federal revenue for 1933 was less than four billion and
the combined State and Federal revenues for 1933 was less
than eight and one-half billions.

Mr. DISNEY. Is the gentleman referring to the total
national revenue and total State revenue?

Mr. FULLER. Yes. It would cost $24,000,000,000 annually
to pay the pension under the Townsend plan, more than half
our national income for 1934. It would mean that our finan-
cial structure would be bankrupt, and on account of the tax
upon transactions being multiplied and pyramided, which
would be passed on to the consumer, the price of the neces-
sities of life would be unbearable.

Realizing the unreasonableness of such a plan, Congress-
man McGRroOARTY has introduced another Townsend plan
measure which bears number H. R. 7154, under date of April
1. This measure is substantially the same as the original
bill with the exception that no one can draw a pension who
has a net income in excess of $2,400 per year. The measure
provides that the pensioner shall receive, monthly, so much
as the tax will raise, not to exceed $200 per month. The
question of need is not mentioned in this bill. It is now con-
tended by its supporters that this measure will pay $50 per
month for those over 60 years of age. Yet the club members
and those who are sending propaganda to Members of Con-
gress are still under the impression that the Townsend plan
still provides $200 a month pension.

To me it is ridiculous to even contemplate paying pensions
to parties who have an income of as much as $600 per year,
yet in this bill the $200 a month theory is carried out and
one would be permitted to draw a pension up to $200 per
month if the tax collections were sufficient. One could own a
valuable home and have children able and willing to care
for him and be eligible for a Townsend pension. I have no
criticism for Dr. Townsend; at heart I feel he is desirous of
aiding the aged poor.

Mr. COOPER of Tennessee. Will the gentleman yield?

Mr. FULLER. I yield to the gentleman from Tennessee.

Mr. COOPER of Tennessee. A man might be worth a mil-
lion dollars and have no income, yet be eligible for a pension
under the Townsend plan?

Mr. FULLER. Yes.

Mr. COOPER of Tennessee. In connection with the origi-
nal Townsend plan or the original McGroarty bill, may I ask
the gentleman if it is not true that the gentleman from Cali-
fornia [Mr. McGRroarry], the author of the bill, never did
appear before the committee in support of the bill while it
was under consideration there?

Mr. FULLER. I know he did not appear, although he had
every opportunity to appear and we would have been pleased
to have heard him.

Mr. COOPER of Tennessee. And the committee set apart
a certain day for all Members of the House to appear before
the committee who wanted to appear?

Mr. FULLER. Yes; and Dr. Townsend, who also appeared
at his own request, asked us please not to cross-examine him
and he was not cross-examined on his bill when he was a
witness before the committee,
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Mr. COOPER of Tennessee. But the gentleman from
California, the author of the bill, never did appear before
the committee in support of his own bill.

Mr. FULLER. No; he never did. A great percentage of his
followers are in distress, many of them upon the relief rolls,
being maintained at Government expense, and I am sure they
have been misled as to the feasibility of such a plan. How-
ever, they have at least done a good work in creating a gen-
eral public sentiment for an old-age pension.

Mr. COX. Mr. Chairman, if the gentleman will permit,
the gentleman made the observation awhile ago that the
national income was between $45,000,000,000 and forty-nine
or fifty billion dollars, not a penny of which was profit, and
yet the Townsend plan would take $24,000,000,000 of that
income, which would tend to exhaust capital investment.

Mr. FULLER. There is no question about that. When
the truth is known and the imported organizers are gone
there will be headaches and grief.

The Townsend old-age-pension plan, through its organ-
izers, is doing an injustice to those in distress; they are hold-
ing out false hopes with a realization that the plan is not
feasible and could not possibly be carried ocut. No such
propaganda has ever equalled that being sent to Members of
Congress for this plan. Amongst 200 postal cards which X
received this morning there appeared the name of a college
graduate, who holds an important position with a good
salary as manager of a subsoil erosion project in my district.
The card read as follows:

We are not in favor of the President’s plan for soclal security.
We want the Townsend old-age-pension plan, and we want it
enacted Into law this session of Congress.

We instruct you to work and vote for the Townsend plan,
(Signed) A Voter.

This i{s the propaganda we are getting by the freight load
every day during the pendency of this bill

Mr. COX. If the gentleman will yleld for one question,
there is another plan concerning which Members of Congress
have been importuned for a year or more. It is the plan that
is embodied in the Rogers bill, which is the measure spon-
sored by a Dr. Pope. Can the gentleman inform the Com-
mittee whether either Dr. Pope or Mr. ROGERS ever appeared
before his committee in explanation or in advocacy of that
measure?

Mr. FULLER. No; we never heard them.
hearing.

Mr. O'MALLEY. Are not the methods used by the Town-
send propagandists the same as those used by the utility
propagandists against the Rayburn bill?

Mr. FULLER. I do not know whether that is true or not.

Mr. O'MALLEY. It is organized propaganda, consisting
of cards and form letters?

Mr. FULLER. Yes; it is along the same line.

Mr. DISNEY. Mr. Chairman, will the gentleman yleld?

Mr. FULLER. Yes; but I shall have to quit yielding be-
cause my time is limited.

Mr. DISNEY. Referring to those postcards, did the gentle-
man receive any postcards that said that Dr. Townsend was
ordained of God to bring forth this plan?

Mr. FULLER. 1 have not received any cards like that, but
I have received that kind of letters.

Mr. DISNEY. Other Members have received cards using
that language. Has the gentleman given any thought to the
idea that if millions of people were drawing $200 a month
to what range would all other salaries or mgomes have to go
to compare with $200 a month?

Mr. FULLER. I cannotimagine what would become of the
value of our dollar or the stabilization of our Government.
It is really not serious enough to consider, because I antici-
pate that, outside of home consumption and outside of being
desirous of trying to help these poor people, there are very
few people on the floor of this House who, deep in their
hearts, have any idea that there is any real merit in the
Townsend plan,

Mr. DISNEY. Following my previous question, the present
dollar would be worthless if we had the type of system that
I suggested a moment ago.

They sought no
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Mr. FULLER. It would; and, as I said, our Nation would
be bankrupt, and I honestly believe there is no question
about it.

Mr. HUDDLESTON. Mr. Chairman, will the gentleman
yield?

Mr. FULLER. I yield.

Mr. HUDDLESTON. Speaking of “ plans”, I have heard
rumors of still another plan which, it is reported, is being
formulated by the Hollywood humorist, Will Rogers. The
last I heard of it he said that he was having great difficulty
and was beginning to be afraid that he was not quite crazy
enough to get up a plan. Does the gentleman know anything
about his progress?

Mr. FULLER. No; I have not studied that plan.

In this propaganda we are threatened that if we do not
voie for the Townsend plan we are not going to be returned
to Congress, and yesterday I was surprised and amazed that
one of our lovable characters and collcagues told us he was
not attempting to come back next year, but he hoped to
come back here and sce the vacant seats of men who are at
least trying to be statesmen and represent this Govern-
ment who will be left at home because they voted like states-
men and against giving away a dole of $200 a month to
people who are not entitled to it.

Mr. COX. Is the gentleman prepared to answer the ques-
tion I propounded a moment ago? Should the gentleman
be returned as a Member of Congress if he votes for the
Townsend plan?

Mr. FULLER. Well, I do not want to answer that.

Mr. COX. Speaking simply for himself?

Mr. FULLER. I would rather retire to the shades of a
quiet and peaceful life and never be recognized for political
honor than to vote for such a measure, because I believe
my people who sent me here would have absolutely no respect
for my judgment or statesmanship.

Mr. MARCANTONIO. Mr. Chairman, will the gentleman
yield?

Mr. FULLER. For just one question; yes.

Mr. MARCANTONIO. One of the principal reasons for
the gentleman’s opposition to the Townsend plan is its sales-
tax feature. Will the gentleman distinguish the sales tax
from the pay-roll tax?

Mr. COX. May I interject that the gentleman’s main
objection to the Townsend plan is that, in the judgment of

the gentleman from Arkansas, it is crazy?

Mr. DUNN of Pennsylvania. Mr. Chairman, will the gen-
tleman yield?

Mr. FULLER. I want to make my own speech, but I will
yield to the gentleman, and then I must continue with my
own remarks.

Mr. DUNN of Pennsylvania. May I say to the gentleman
from Arkansas that the Members of Congress have received
a tremendous amount of mail from the utility ofiicials, and
I have been informed, as other Members have been informed,
that they say if the Members support the Rayburn bill they
will not be returned to Congress.

Mr. FULLER. There may be something in that. I do not
know. 1 imagine that the gentleman from Pennsylvania
will vote his own convictions regardless of anything else.
God knows that I am sincere and anxious to vote for any
reasonable old-age pension to take care of anybody to the
amount that the Government can afford to pay. I am willing
to increase the income tax and the inheritance tax, and I am
willing to curtail the salaries of those in public office.

We are threatened in much of this propaganda if we do
not vote for this plan we will be defeated in the next election.
God knows I am sincere and anxious to vote for a reasonable
old-age pension to take care of the needy, in such an amount
as the Government can afford to pay. I am willing to
increase inheritance and income taxes for this purpose.

Under the original plan submitted by the President’s Com-
mittee on Economic Security, the personnel in the States was
controlled by the Federal Government, and the provisions of
this bill were to be administered by the Secretary of Labor
and the Federal Emergency Relief Administrator. The bill
has been materially changed, granting to the States the right
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to administer the various provisions and establishes a social-
security board to generally administer the act.

Title II and its companion title, no. VIII, provide for Fed-
eral old-age benefits and levies a tax upon the pay rolls, to
be paid equally by employer and employee on salaries or
wages up to $3,000 per year. This tax gradually increases,
and at the end of 12 years the employer and employee will
each be required to pay 3 percent on the pay roll. This
money {s paid into the Federal Treasury in an old-age reserve
fund, and it is contemplated that in 45 years the reserve will
amount to approximately $50,000,000,000. The Secretary of
the Treasury is made a trustee for the investing of these
funds in Government interest-bearing securities. It is con-
templated as this money is so invested it will wipe out tax-
exempt Government bonds and that eventually all of the
public debt will be included in this trust fund. The real ob-
ject and purpose of this title is to buy old-age ‘annuities to
be paid monthly after the laborer has reached the age of 65.
It contemplates that the money so paid, together with the
interest accumulated, will afford sufficient monthly annuity
to keep the laborer off the old-age pension roils in the distant
future. In the event of death one’s estate recovers the money
paid in by the laborer, plus accumulated interest.

Titles III and IX provide for unemployment compensation
to be administered by the State. It provides for a 3-percent
tax to be paid by the employer upon annual pay rolls. If a
State does not participate, it receives no benefit from this
tax. In the event a State does participate in the plan, then
the employer receives a credit for 90 percent of the tax which
he has paid to the State for this purpose. I have opposed the
provisions placing a tax upon pay rolls for unemployment
insurance and old-age benefit annuities. All business needs
relief, the restoration of confidence, and less Federal regula-
tion. I fear the burden is too great at this time for business
to carry this additional load. [Applause.)

The other provisions of the bill provide and deal solely and
entirely with social-welfare problems in conjunction with the
States. The first of these is aid to maternity and infant wel~
fare, particularly in rural areas and in areas suffering from
the severe economic depression. It looks after the needy and
distressed expectant mother, the welfare of the infant; de-
pendent, neglected, delinquent, and crippled children. Aid
is given, and a kind and helping hand is extended to help
over the rough and rugged roads of life the 300,000 dependent
and neglected children, 200,000 children who annually come
as delinquents before the courts, and a great number of the
70,000 illegitimate children born each year. The children of
the present are the citizens and rulers of the future, and the
tendency of the present minds and conditions promises fun-
damental changes in the very structures of our Nation. To
continue to be a great nation we must look after our children
and those who cannot help themselves. [Applause.l

Nearly 10 percent of all families who are on relief are with~
out a potential breadwinner other than a mcther, whose time
might best be devoted to the care of her young children. It
is estimated that there are over 350,000 families on relief, the
head of which is a widowed, separated, or divorced mother,
and whose other members are children under 16. There are
approximately 400,000 physically handicapped children in
this country, and in many cases the parents are not able to
give them hospitalization, medical, and surgical attention.
This bill carries a large appropriation to be augmented by
the States for these mothers and children in need.

The bill authorizes a substantial appropriation for the
vocational rehabilitation of crippled children, thus thou-
sands upon thousands of these unfortunate crippled chil-
dren will not only be cured but taught a vocation and given
remunerative employment.

This measure carries the greatest welfare features and
relief for suffering and distressed humanity that has ever
been presented to a legislative body; it carries out the teach-
ings of the lowly Nazarene, and has only been made possible
by a fearless, big-hearted, inspired leader whose heart goes
out to the “ forgotten man.” Every thought, every heartbeat,
and every action of owr great President has been in the in-
terest of the weak and oppressed. [Applause.] No man
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can be a good American citizen who seeks to live unto him-
self or who seeks to profit and accumulate the wealth of the
country with no regard to the duty he owes io his unfortu-
nate neighbor. We have reached the crossroads, where
it has become necessary for us to realize that no nation can
continue to prosper, * where wealth accumulates and men
decay.” [Applause.]

This cloak of charity spreads out over every social-welfare
activity and in the future years we will hear the praises
and the God bless you’s from those who have been the
recipients of this relief. I realize there are many States,
because of financial condition, will not be able at this time
to meet all the requirements of this measure. It is to be
hoped, however, that revenue will be found in order for the
State to follow the example set by the Federal Government.
In my opinion it is only a question of a short time until
each State will take advantage of the liberal provisions of
this measure. If my State cannot enjoy all the benefits of
this measure, God forbid I should begrudge a sister State.

It is easy to foresee the great good and happiness this wel-
fare measure will bring to the aged, the helpless mother, the
dependent, neglected, and crippled children. In visualizing
I can see the expectant mother, weak from worry, overwork,
and undernourishment, back in the rural district in a little
cabin on the mountain side, where the unexpected stranger
is met by the friendly bark of the farm dog and where hos-
pitality reigns supreme, joyously explaining to her ragged
and tired husband at supper time how the welfare workers
have promised relief before and during childbirth.

I can see the dependent and neglected boy who never
knew the love and guidance of father and mother as he
grows to manhood extolling the grandeur of his country and
the loyalty due the Stars and Stripes.

I see the crippled boy, sad and unable to play with his
brothers and the neighbor boys as he recovers from medical
and surgical treatment, and scales, round by round, the steep
ladder of success.

I can see the careworn, dejected widow shout with joy
upon returning from the neighbor’s washtub after having re-
ceived assurance of financial aid for her children. I see her
with the youngest child upon her knee and the others clus-
tered by her, kissing the tears of joy from her pale cheek
as she explains they can now obtain clothes and books, go to
Sunday school, and attend the public school; and as they
prepare to retire I can hear her offering thanks {0 Him from
whom all blessings flow.

I see the old gray-headed father and mother, bowed by
the weight of many years of honest toil, dance with joy and
appreciation upon receipt of their first pension check which
saves them from the poorhouse.

Certainly, a nation which sends its messengers to the
rural and most isolated parts to render aid to those in dis-
tress and embarks upon such a welfare work, cannot help but
live and prosper. [Applause.}

Mr. DOUGHTON. Mr. Chairman, I yield one-half minute
to the gentleman from California [Mr. DoCKWEILER].

Mr. DOCKWEILER. Mr. Chairman, I rise to make a very
important announcement. Within the hour the American
Clipper, owned and operated by the Pan-American Air-
ways, landed at the Hawafian Islands. [Applause.] In ap-
proximately 17 hours and 37 minutes she spanned the air
from Alameda, across the bay from S8an Francisco, to land
in the harbor of Honolulu at 1:27 p. m., eastern standard
time. The day of wonders has not ceased. America should
be proud that the indominable pioneering spirit still exists.
I compare this feat of the modern clipper ship with the feats
of the early days when the Americans sailed the Seven Seas
in their clipper ships. It is comparable, my friends, with the
discovery of America by Christopher Columbus. [Applause.]

Mr. BACHARACH. Mr. Chairman, I yield 10 minutes to
the gentleman from Minnesota (Mr, LUNDEEN].

Mr. LUNDEEN. Mr. Chairman, it is difficult for me to
understand the frame of mind of Members who sit In this
House and vote for huge sums of money for adventures into
foreign lands. On Armistice Day, November 11, 1928, Presi-
dent Coolidge said that when the last veteran and last de-
pendent of a veteran of the World War has disappeared over
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the horizon, we will have expended on the World War more
than $100,000,000,000. There was no quibbling about that—
“ saving the world for democracy ”; but when anyone comes
in here to speak for the workers of America—and that in-
cludes men who work at the desk as well as men who walk
behind the plow or work at a lathe in a shop—then we begin
to talk about whether we can afford it or not, and where we
are going to get the money,
REHABILITATION

It is not just the past war, but it is the rehabilitation that
came after the war. I opposed the loan of $10,0600,000,000 to
the kings of Europe on this floor. I sat in a seat here with
some gentlemen who are here today, when lords and dukes
and earls and counts, bespangled and bemedaled—Lord Bal-
four and the Japanese and all the rest. I remember when
Members rose in their seats to do them honor and shook
their hands and applauded them. I refused to rise to honor
foreign royalty on this floor; they came here to talk us out
of our money and for no other purpose. ‘To honor them was
supposed to be good Americanism, but when anybody talks
for unemployment insurance for the 15,000,000 Americans
now unemployed and the aged, they are denounced as radi-
cals. Call us radicals if you will; we will keep on fighting
for the aged and unemployed. We will not give up the ship.
We will fight on.

The administration bill, if I am correctly informed, does
not pay a red cent to a single man unemployed at the present
time, and if I am mistaken I want to be corrected, and I
hear no correction. Not a nickel for those who are now
unemployed. How are we Congressmen going back home to
face our constituents, and what will we say to them when this
bill is passed and signed and becomes a part of the statute
books, when these 15,000,000 unemployed ask, *“ Where do we
come in? ” and we must reply, “ You don't come in. You
15,000,000 unemployed, you are left out in the cold.”

Mr. COOPER of Tennessee. Mr, Chairman, will the gen-
tleman yield?

Mr. LUNDEEN. Yes.

Mr. COOPER of Tennessee. The gentleman of course
understands that this bill is not intended to take care of
those now unemployed. That is what we passed the $4,880,-
000,000 bill for. This bill seeks to set up a system in this
country to take care of unemployment in the future, and I
think the gentleman will agree with me in the statement
contained in the report accompanying this bill if unemploy-
ment insurance had been enacted into law in this country
about 1922, by the time the depression hit us in 1929 we

‘would have had about two and a half billion dollars on hand

then for unemployment insurance, and that certainly would
have greatly assisted in sustaining the purchasing power and
improving busine.is conditions and the general welfare of the
country, as well as caring for those entitled to consideration.

Mr. LUNDEEN. I wish to say to the gentleman that
when we, back in 1922 and many years before that, advocated
just that—we were denominated radicals, and we were told
we should not do that sort of thing.

Mr. COOPER of Tennessee. The gentleman knows that
neither his party nor my party were in control during that
time.

Mr. LUNDEEN. Possibly so. History would read different
today had a great national labor party been in power in 1922.

Mr. MARCANTONIO. Will the gentleman yield?

Mr. LUNDEEN. 1 yield.

Mr. MARCANTONIO. What is going to bappen to these
unemployed after the $4,000,000,000 has been spent at an
average wage of $50 a month, which will do nobody any
good?

Mr. LUNDEEN. I thank the gentleman for his state-
ment. I wish to say that while I voted for the $3,000,000,000
in the last Congress and the $4,880,000,000 in this Con-
gress, because of the relief measures contained therein, I
wish to remind the Members on this floor that the reem-
ployment under the $3,000,000,000 was very disappointing.
Y see gentlemen nodding their heads. They know it was
disappointing. I hope I am wrong, but I am afraid that
employment under the $5,000,000,000 bill is going to be dis-~
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appointing and that it will have no appreciable effect
upon the 15,000,000 now unemployed.
PLENTY OP MONEY FOR THE NEXT WAR

With reference to this frame of mind which seems to
exist among distinguished gentlemen here who frame legis-
lation for this country, permit me to say we have plenty of
money for the next war. I ask, where is it going to be
fought? I suppose in Europe, Asia, and Africa. We appro-
priate a billion dollars for that; but if someone comes here
and presents a bill, such as I have, providing for $10 mini-
mum for the unemployed and $3 for each dependent, they
are greatly horritied, but they have a billion dollars for
the next wer.

A BILLION DOLLARS FOR THE NEXT WAR

I say I would not spill one drop of the blood of an Ameri-
can soldier comrade of mine for any wealth invested by in-
ternational bankers across the ocean in Europe, Asia, or
Africa. Let those millionaires and billionaires who invest
their money abroad go and protect their own money.
[Applause.]

Mr. DUNN of Pennsylvania.

Mr. LUNDEEN. I yield.

Mr. DUNN of Pennsylvania. Will the gentleman please
tell me where we are going to get that money for the
next war? '

Mr. LUNDEEN. The gentleman asks where we are going
to get the money for the next war.

Mr. DUNN of Pennsylvania. The gentleman asked the
question and I would also like to know that. We do not
seem to have enough money tc take care of the aged and
unemployed. I would like to know where we are going to
get the money for the next war.

Mr. LUNDEEN. I will say that we always find sources
of revenue when it comes to protect international bankers
and wealth invested beyond the seas. That is not good
Americanism. That is good Europeanism, and I want none
of it. I do not believe in that kind of Americanism. I be-
lieve in the Americanism that takes care of the workers of
America and the people in the United States, the development
of projects and resources within the boundaries of this coun-
try. That is good enough for me. [Applause.]

Mr. MARCANTONIO. Will the gentleman yield further?

Mr. LUNDEEN. 1 yield

Mr. MARCANTONIO. As far as getting money for the
next war is concerned, until a State adopts a plan of unem-
ployment insurance, every penny which is collected by the
pay-roll tax in that State goes into the general Treasury
of the United States, and such funds so collected may even
be used to build battleships, and yet this is called an unem-
ployment-insurance bill.

Mr. LUNDEEN. I thank the gentleman again for his
statement. In the last $3,000,000,000 bill the administra-
tion reached in and took $238,000,000, if I am correctly in-
formed, and laid it down in battleships, to fight whom?
What nation is there to invade this great, powerful country?
Who is going to invade us? It is a war against someone
else on other continents. I am going to speak for a moment
before it is too late. I protested once before on April 6,
1917, and I want to protest again today, before it is too late.
Some day you will find it is too late.

Mr. CONNERY. Will the gentleman yield?

Mr. LUNDEEN. I yield.

Mr. CONNERY. During the last 4 or 5 years we have had
testimony on old-age pensions, unemployment insurance, the
30-hour week, labor-disputes bill, and so on. In all those
hearings we held it became very clear to our committee, did
it not, that there could be no prosperity in the Nation with-
out the farmer being prosperous and the industrial worker
being prosperous at the same time? We found that out, did

we not?
The able and distinguished

Will the gentleman yield?

Mr. LUNDEEN. That is true.
Chairman of the Labor Committee is always right.

Mr. CONNERY. And the Lundeen bill, which I am offer-
ing tomorrow as an amendment to this other bill, is the only
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bill which takes care of the farmer and the irdustrial
worker in the United States, is it not?

Mr. LUNDEEN. That is true. We take care of them, and
we do it now—not in the dim, distant future.

[(Here the gavel fell.}

Mr. TREADWAY. Mr. Chairman, I yield the gentleman
1 additional minute.

Mr. LUNDEEN. The moment that we provide $10 a week
and $3 per dependent, that is something to horrify some
gentlemen on this floor. I do not say all of you, but some
folks here seem to be very much disturbed about these
figures. In Saturady’s Recorp I presented for the attention
of the Members of this House the sources of revenue and
the cost of this bill and based upon 10,000,000 unemployed
the net cost is $4,060,000,000, as given by Prof. Joseph M.
Gilman, economist of the College of the City of New York;
and based upon 14,021,000 unemployed, the net cost is
$5,800,000,000. That is not a large sum compared with the
huge sums we are putting into armaments and into foreign
adventures. I say it is time to turn back to Washington and
Jefferson and Jackson and Lincoln and take care of these
people in these United States who built this country and
made America what it is today. [Applause.l

Mr. SAMUEL B. HILL. Will the gentleman yield?

Mr. LUNDEEN. Yes; I yield.

Mr. SAMUEL B. HILL. Will the gentleman give us thes
figures upon which that estimated amount was based, or put
them in the RECORD?

Mr. LUNDEEN. I will say to the able gentleman from
Washington that those figures are already in the Recorp as
of Saturday, April 13. [Applause.})

CONSTITUTIONALITY

Concerning the constitutionality of the Wagner-Lewis-
Doughton social-insurance proposals—H. R. 4120 anrd H. R,
7260—I am surprised that able lawyers on this floor have
not taken up that question more in detail.

One of my colleagues here stated tome the other day thit
someone maintained to him that H. R. 7260 is “ absolutely
probably constitutional ”, and that well illustrates the state
of mind of Members on the constitutionality of the pay-roll
tax and other features of the administration bill dealing
with taxation, rights of States, and the rights of individuals
and employers.

For that reason I have requested permission to insert a
statement on the constitutionality of H. R. 2827 and the
administration bill as given to the House Committee on
Labor, and found on pages 245 to 270 of the Labor Committes
hearings, February 4 to 15, 1935, Seventy-fourth Congress,
first session, on unemployment, old-age, and social insur-
ance. This statement is made by Leo J. Linder, able counsel
of the New York Bar.

SETATEMENT OF LEO J. LINDER

Mr. Linper. Mr. Chairman and gentlemen of the committee, I
am here to speak to you on the constitutionality of the Lundeen
bill. Since I come here before you as an expert, I presume I should,
within the limitations of modesty, state my qualifications very
briefly.

Mr. Dunw. Yes; we want them.

Mr. Linvpex. I shall state briefly that T am a member of the bar
of the State of New York, a member of the bar of the United States
Supreme Court, that I have practiced, tried cases, and argued
appeals before the appellate courts of very many States besices tha
State of New York, and that I have briefed and argued questicns of
constitutional law before the highest court of our land, the Tnited
States Supreme Court. About 2 months ago the Intermational
Juridical Association, an association of lawyers of which I am &
member, requested me to make a study of the constitutionality or
the constitutional questions involved in the Lundeen bill, H. R.
7598.

Mr. DunNw. That is the old biIl

Mr. LInpER. Yes. The request was also made that if I came to
the conclusion that the bill was constitutional, I should then draw
a brief establishing the constitutionality of the bill. I made a very
careful study of the decisions, the texts, and all of the other
authorities to which lawyers resort in determining constitutional
questions. At the termination of my study I became thoroughly
and completely convinced that the bill was unquestionably con-
stitutional,

Of course, my research with respect to H. B. 7538 s equally and
perhaps more applicable to H. R. 2827, because H. R. 2827 is withe
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out question an improvement on the other bill, because it simplifies
many of the constitutional questions there {nvolved.

The statement that I am golng to read you very briefly states
the affirmative argument supporting the constitutionality of the
bill, and then, after stating that affirmative argument, deals with
various objections that might possibly be raised to the constitu-
tionality of the bill, such as the question as to whether the bill
involves an unconstitutional delegation of legislative power, the
question as to whether it is unconstitutional by reason of the in-
definiteness of the appropriation contained in it, the question as
to whether the bill involves any violation of due process, and,
finally. the question as to whether the bill involves the violation
of State rights.

The afirmative argument establishing the constitutionality of
this bill is really very simple. This blll provides for the appro-
priation of Federal moneys out of the Treasury of the United
States for the payment of compensation to the unemployed, the
sick, the disabled, and the aged. It is thus simply an exercise of
the appropriating power; that is, the power of Congress to spend
money. The bill does, indeed, do more than provide for apprcpri-
ations:; it provides for the setting up of administrative machinery.
But the appropriating power of Congress necessarily carries with
it the incidental power to provide administrative meachinery for
disbursing the moneys appropriated and for insuring their proper
application to the purposes sought to be achteved by Congress.?

What limitations are there on the power of Congress to appro-
priate Federal moneys? The Federal Government is a government
of enumerated powers, that is, powers enumerated by the Constitu-
tion. Some constituticnal lawyers have, therefore, argued that
Congress may only expend moneys for the execution of the specifi-
cally enumerated powers. Upon some such argument an appropri-
ation for soclal fnsurance would be unconstitutional, since the
Constitution does not enumerate any power to provide social tnsur-
ance for the people of the United States. The argument is, how-
ever, wholly unsound, for it ignores the fact that one of the
enumerated powers set forth in the Constitution iIs the power to
“lay and collect taxes, pay debts, and provide for the common
defense and the general welfare of the United States.”* To limit
this pcwer to spend moneys for the general welfare, to the power to
spend moneys for the execution of the other specially enumerated
powers, {s to rob the genecral welfare clause of its meaning and thus
to violate an elementary principle of constitutional construction.?
Such distinguished constitutional authorities as Washington,*
Madison,* Monroe,* Hamilton,” Calhoun, and Justice Story,” have
definitely repudiated the conception of an appropriating power
limited by the other powers. Our highest authority, the United
States Supreme Court, has {n the famous Sugar Bounty case -]
will not here take the time to read the citations, all of which are

set forth in the footnotes to the brief—definitely upheld appropria-.

tions by the Government in payment of purely moral obligations,
entirely beyond tbhe scope of the other specifically enumerated
powers and has, indeed, held that an appropriation even out of
* considerations of pure charity ” *—the words * considerations of
pure charity ”* are a quotation from a United States Supreme Court
opinion—cannot be reviewed by the judicial branch of the Govern-
ment. Congress {tself has uniformly and consistently exercised its
appropriating power for any purpose which it deems for the general
welfare and irrespective of whether the purpose comes within the
specifically enumerated powers or not.

Consider the appropriations which Congress has made. Con-
gress has spent millions—I should say billions—for the purchase
of Louisiana from France, of Alaska from Russia, of Florida from
Spain; Congress has made outright gifts of millions of dollars
to the individual States; * it has appropriated billions of dollars
for agriculture; * and for internal improvements; ¥ it has appro-

1 The Constitution of the United States, art. I, sec. 8, cls. 1 and
18; Willoughby on the Constitution of the United States, ch. 3, sec.
62, p. 105.

? Constitution, art. I, sec. 8, ch. 1,

* Chief Justice Taney in Holmes v. Jennison, 14 Pet. 538, 570, 571;
Story Commentaries on the Constitution, 5th ed. secs. 812, 913.

* Story on the Constitution, 5th ed. note to sec. 978.

¢ The Federalist, p. 41; Richardson, Messages and Papers of the
President, vol. 2, 485, 568.

¢ Annals of Congress, 17th Cong., 1st sess., vol. 3, p. 1839; Rich-
ardson, op. cit., vol. 2, p. 185.

THamilton's Works, Lodge’'s edition, vols 3, 294, 371, 372.

s Eljot’s Debates, 2d ed., vol. 2, 431, note.

* Story on the Constitution, vol. 1, secs. 922 to 924; see also
Pomeroy Introduction to Constitutional Law, secs. 274, 275; Hare,
American Constitutional Law, p. 155; Willoughby on the Constitu-
tion of the United States, sec. 269; Burdick on the American
Constitution, sec. 77.

1 United States v. Realty Co., 164 U. 8. 427,

1 United States v. Realty Co. supra, p. 441, 4.

2 In 1837 Congress, finding that there was a surplus, appropri-
ated $20.000.000 to be paid to the individual States in proportion
to their population; Congress made a second appropriation of this
nature in 1841,

1 Orfield Federal Land Grants to the States, pp. 37, 41, 48, and
67; the acts establishing the Bureau of Animal Husbandry,
Weather Bureau, Bureau of Plant Industry, Forest Service, Bureau
of Biological Survey, Bureau of Crop Estimates, etc, etc.

1 The Geological Survey, Bureau of Mines, Department of Edu-
cation, road building.
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priated the moneys of the Nation to ald destitute foreigners suffer-
ing severe calamities, as in the case of the Santa Domingoes in
1794;"* and the citizens of Venezuela, who suffered an earth ke
in 1812; '* it has, in the last 3 ycars, appropriated billions o?“dnol-
lars for emergency relief to “ needy and distressed people ”; 7 ft
has appropriated billlons for the setting up of a Reconstruction
Finance Corporation;!* Home Owners’ Loan Corporation;’® and
the Federal Housing Corporation ®—pot to mention all the other
cbaracters of the * alphabet soup.”

None of the enumerated powers would justify these expenditures,
You can look in vain through the Constitution for any specific
enumeration of any power to do any of the things which I have
just enumerated. Yet surely no one would presume to say that
Congress exceeded its power In making the Louisiana Purchase, or
in setting up the Geological Survey, which has Increased the natu-
ral resources of the Nation, or that Congress should never have
contributed to the country’'s educational needs.

It is thus entirely clear when you consider it that, wholly with-
out regard to the enumerated powers, Congress may use Federal
moneys for any purpose whatsoever which it deems will accomplish
the general welfare. Surely it could not be said that a bill which
will provide a system of unemployment and social insurance for
millions of unemployed, sick, disabled, and aged is less for the gen-
eral welfare than any of the bills which have just been mentioned.
When Congress passes this bill, it will thereby declare that, in its
judgment, this bill is for the general welfare, and no court has the
power to substitute its judgment on that question for that of
Congress.

The fact is that the Supreme Court of the United States has It~
self stated that it has never in its entire existence attempted to set
any limitations to the power of Congress to appropriate moneys.®
On the contrary, the Supreme Court has explicitly declared that the
exercise of the appropriating power is not at all a subject for judt-
cial consideration.® The Supreme Court has appreciated that if
individual taxpayers were permitted to harass and obstruct the
Federal Government with questions as to the propriety of national
expenditures, that this would render wholly unworkable the whole
machinery of the Federal Government. There is a historic case in
which a taxpayer tried to stop the Secretary of the Tr from
paying out moneys for the construction of the Panama Canal®
Certainly there you have as good an example of an expenditure
and an appropriation beyond the enumerated powers of Congress
as is possible to find, and solely justified by the general-welfare
clause. The United States Supreme Court declared that the tax-
payer could not interfere. The Court pointed out that the taxpayer
could not show—and this 13 the technical reason—any * direct in-
Jury ”, since he could not point to any property belonging to him
which was directly affected by the way the Federal Government
spent its money. After all, the money in the United States Treas-
ury appropriated might very well be interest on the foreign debts
or the proceeds of the sale of governmental property, and no tax-
payer could point to any specific tax or any specific moneys paid
by him which was used for the appropriation in question.

As I read this, it comes to my mind that only recently the United
States Government made a neat little profit of over $2.000,000,000
on the devaluation of “he dollar. That profit constituted part of
the funds of the United States. So long as this bill contalns simply
a general appropriation—and that is all it does contain, because the
language of the blll as I have it here 15 that there Is appropriated
out of the Treasury of the United States money sufficlent to enable
the consumption of and the effectuation of this bill-—but where you
have an act of Congress which appropriates moneys generally out
of the Treasury of the United States without any reference to any
earmarked moneys, no taxpayer can point to any specific moneys of
which he has been deprived by virtue of any tax laid upon him.
And since no taxpayer can point to any such specific moneys, he
cannot technically, as the United States Supreme Court said, show
any direct injury.

The United States Supreme Court, however, went much further
than this technical argument with respect to the matter of direct
injury. The Court declared explicitly that the question of the pur-
pose for which Congress may use moneys is a legislative question,
pot a judicial one.

I would like to read you a few quotations from treatises on con-
stitutional law, which definitely establish, with the ald of the
authorities there cited, this proposition. Pomeroy, in his monu-
mental text on constitutional law, declares:

* What expenditures will promote the common defense or the
general welfare, Congress may alone decide, and its decislon is
final.”

= Act of Feb. 12, 1794, ch. 2. .

1 The act of May 8, 1812, ch. 79; 4 Eljot’'s Debates, 240.

7 Emergency Rellef and Construction Act, 1932, 47 8tat. 709, July
21, 1932, c. 530.

# Jan. 22, 1933, c. 8, 47 Stat, 8.

= June 13, 1933, c. 64, 48 Stat. 128.

» National Housing Act, no. 479, 73d Cong., approved by President
June 27, 1934.

o Mass, v. Mellon, 262 U, S. 447, 437-488; in Field v. Clark, 143
U. B. 649, United States v. Realty Co., supra, and Mass. v. Mellon,
supra, the Supreme Court refused to pass on the question of thg
propriety of the exercise of the appropriating powers.

® Mass. v. Mellon, supra,

» Wilson v. Shaw, 204 U. 8. 24,
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Hare, in his early text on American constitutional law, puts the
matter as follows:

* Tkhe question of for what purpose Congress may use Its powers
of taxation (and thus ultimately for appropriation) is a legislative
question, not a judicial question.”

Therefore I think it 1s perfectly clear that this bill is not only
constitutional as a constitutional exercise of the eppropriating
power, the power to spend moneys for the general welfare, but
there is no legal way by which the propriety of the exercise of this
power can be questioned by anybody.

That 1s the aflirmative argument in support of the constitution-
ality of the bill. It seems to me to be entirely trrefutable.

Mr. DunN. The word * welfare” there makes it constitutional,
does it not?

Mr. Linper. The words *“ general welfare ” and the fact that Con-
gress has the power to appropriate moneys for anything which
Congress regards as for the general welfare. That is right.

Mr. DUNN. Thank you. I wanted to have that statement sub-
stantiated.

Mr. Livper. I proceed now to the negative part of this argument;
that s, the answer to objections which have been or can be raised.

The most serifous objectton which can be raised, it seems to me,
1s the question with respect to whether this bill involves an un-
constitutional delegation of legislative power. While the bill does,
indeed, invest the Secretary of Labor with large discretion, this
does not render the blll unconstitutional. The United States Su-
preme Court has, agaln and sgain, sustained delegations of power
to the President, Cabinet officers, and Commission. The Court
has recognized that Congress might very well find it impossible to ao
more than to “lay down an intelligible principle to which the
person or body administering the bill {s directed to conform.”*
The Court has appreciated the practical dificulty of fixing precise
and definite standards in advance of the complex contingencies cer-
tain to arise and has recognized that Congress might *“ from the
necessities of the case, be compelled to leave to the executive officers
the duty of bringing about the result pointed out by the statute.” **
Thus, the Tariff Act of 1922 was held constitutional by the United
States Supreme Court, although it vested the President with the
power to raise or lower the tariff upon any imported article when-
ever it was found that the American products were at a competitive
disadvantage with those imported from abroad.¥ I dare say you
can search high and low in an effort to find an example of a
broader power of administrative discretion than that which was
here regarded as constituticonal, lodged in the President. But if
that is brecad, consider the broad power which was held to have
been constitutional, delegated to the Commissioner of Internal Rev-
enue by the Revenue Acts of 1918 and 1921, which authorized the
Commissfoner to adjust the very rate of excess-profits tax. Agaln,
in another case an act of Congress, which gave the Secretary of
the Treasury, on the recommendation of experts, the power to fix
and establish standards of purity, quality, and fitness for consump-
tion of certain commodities imported into the United States, was
held constltutional>®

In the recent * hot oll * case ®, handed down by the United States
Supreme Court &bout the beginning of January this year, the
United States Supreme Court declared that the " hot ofil ” control
clause of the N. R. A. was {nvalld as an unconstitutional delegation
of legislative power. But, in that case, no * primary purpose " or
* primary standard ” whatsoever was clearly stated. The legislation
there considered is wholly distinguishable from this bill, for here
in the Lundeen bill a primary purpose is stated, and it is clear that
the Secretary of Labor {s not Invested by this bill with anything
more than a properly constitutional * administrative discretion.”
Indeed, when you consider it, the discretion invested fn the Secre-
tary of Labor under the Lundeen bill is narrow, for the beneficiaries
who are to receive the compensation are named, the minimum com-
pensation is prescribed, the maximum ccmpensation is ascertain-
able, and the nature of the compensation i{s fixed. Certainly the
discretion here vested In the Secretary of Labor is far less wide
than that vested In the Secretary of Agriculture by the Agricultural
Adjustment Act of 1933.% In the A. A. A. bill the Secretary of
Agriculture was granted the power-—and I now quote from the
statute—* to provide for rental or benefit payments in connection
with crop reduction in such amounts as the Secretary deems fair
and reasonable.”

Mr. HARTLEY. On that point, has that questlon been tested yet?

Mr., LinpER. NO; not the A. A. A. Of course, I present the A. A.
A. only because T am presenting this to a congressional body that
found it thoroughly constitutional to pass the A. A. A., which
provides for this extravagant area of administrative discretion,
should have no difficulty in passing a bill which sald that the Sec-
retary of Labor is empowered to pay compensation, the minimum
level of which is fixed, the maximum level of which is ascertain-
able, to persons who are definitely described In the act. Here in
the A. A. A. the Secretary of Agriculture is given the power to
provide for benefit payments in such amounts as he deems fair
and reasonable. The Lundeen bill does not do that. It does not

= Hampden v. United States, 276 U. 8. 894,

= Buttfield v. Stranahan, 192 U. 8. 470, 498

# Hampden v. United States, supra.

® Buttficld v. Stranahdn, supra.

®The *“ hot oll ” decislon, Panama Refining Co. v. Ryan, 79 1.
Ed. Adv. 223, Jan. 7, 1935, Sup. Ct. Rep. —, but see Carpenter on
the Constitutionality of the N. R. A., Southern California Law Re-
view, Jan. 1934, p. 125; Cheadle on the Delegation of Legislative
Functlon, 27 Yale Law Journal, 893.

= May 13, 1933, c. 25, 48 Stat. 31,
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say the Secretary of Labor is given the power to provide for such
compensation as he or she deems fair and reasonable at all, be-
cause there {s a minimum etated. But the A. A. A—I refer to
that only because I am speaking to a congressional body—has this
argument: The direct argument fs that the area of discretion
which {s vested In the Secrelary of Labor is narrow, and that it is
narrower than the area of administrative discretion which was
held constitutional in the varfous cases that I have cited. It
would be proper argument, arguing from precedent &s one would
have to argue before the United States Supreme Court, that you
have held the Tariff Act which allowed the President to adjust the
very rate of tarif wherever he found that the demestic product
was at a competitive disadvantage—you held that constitutionally
there is no limitation on the discretion there, except the President
must determine whether the comestic product Is at a competitive
disadvantage. You held it perfectly proper—if you are arguing
to the United States Supreme Court—Ifor the Congress to enact &
bill by which the Commissioner of Internal Revenue is authorized
to adjust the rate of excess-profits tax.

Mr. Dunw. Pardon me; you are referring to the reciprocal tax,
are you not, that was passed last year?

Mr. Linper. No, no. This is the 1922 act. I am referring to the
tariff bill which came before the United States Supreme Court for
consideration in Hampton against United States. In Hampton
against United States, the United States Supreme Court said that
it was perfectly legitimate fcr Congress to vest the President with
such discretion. When I wrote this brief originally, I inserted in
the brief this statement, that the United States Supreme Court has
never in its entire history invalidated an act on the ground that
it involved unconstitutional delegation of legislative power. But
I had to take that sentence out of this brief because lo and beholq,
to the everlasting astonishment of every constitutional lawyer in
this country, without question, the United States Supreme Court
in the " hot oll ” case a month ago held that section of the N. R. A.
which gives the President the power to regulate the production
and the distribution of “ hot oil ” fnvalld, because that was, as the
United States Supreme Court says, an unconstitutional delegation
of legislative power. M\r. Joseph Cardozo wrote a brilllant dissent,
He was alone in his dissent. In that dissent he polnted out that
this decision was a break with the whole line of decisions In which
the tar!ff act and the other acts were considered.

Therefore, 1t 1s necessary for us to consider whether this bill 1s
constitutional within the recent decision of the United States Su-
preme Court in the * hot oil " case. I eay that it is on a much dif-
ferent basis because tn the *“ hot oll ™ decislon the United States
Supreme Court was considering a clause in a bill which stated that
the President might interfere with and prohibit the transportation
of “hot oll” products, without in anywise defining under what
circumstances he should do it. The Lundeen bill dces set definite
criteria and standards, because it fixes a minimum, it determines
how the maximum shall be ascertalned, and It determines to
whom the benefits and competition shall be pald. And since it
does that, it cannot at all come within the criticism of the United
States Supreme Court in the “ hot oil ” declsion.

Mr. BasTLEY. May I ask another question? I do not want to
interrupt your testimony here too much.

Mr. LinpEr. That is quite all right.

Mr. HartrEy. But I am very much Interested in your argument,
Do you not think we can strengthen this bill by further defining
the powers of the Secretary of Labor in this bill?

Mr. LinpeEr. YOou could strengthen it further, but it would not
strengthen the constitutionality of the bill. The bill is perfectly
constitutional as it stands, because you do not need to do any
more than fix the minimum, state how the maximum shall be
ascertained-—and when you say *“ average local wages', that can
be ascertained; there is no difficulty about it, that is purely a
matter of statistical determination. A finding can be made as
to that, just as in the tariff case it was entirely possible for the
Prestident to determine whether the domestic product was at »
competitive disadvantage. It is possible to determine i{t. The
criterion is stated and the formula is given on the basis of which
the adminlistrator can determine how he should proceed. And
insofar as that s done in the Lundeen bill—and it is unquestion-
ably done in the Lundeen bill—the Lundeen bill cannot be at-
tacked on the ground that it involved any delegation of legislative
power.

Mr. HarTLEY. Then you do believe that this is as great a delega-
tion of authority and power as was granted in the “ hot oll " case?

Mr. Linper. Not at all, because itn the *“ hot oil ” case the Prest-
dent's power to prohibit the transportation of “hot ofl " products
was not in any wise restricted. He was not told that he could
restrict “hot oil” products already brought in, or under what
circumstances, or what kind of findings he should make or any-
thing else of the kind.

Mr. LunpEeN. You might say he was given unlimited power.

Mr. LiNpEr. Whereas here, the Secretary of Labor is given a
limited power.

Mr. LunpeEEN. A restricted power.

Mr. Linpex. Yes,

Mr. HarTLEY. DO you really think the Secretary of Labor is given
limited authority in this bili? Do you not think it is rather broad
authority?

Mr. Lonper. Do you think it 1s any broader than the power of
the President in the tariff bill to adjust the rate of tariff from
nothing to 100 percent, if he so please?

Mr. Harrixy. No; I agree with you that is a delegation of
authority.
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Mr. LINDER. Do you think it is any greater than the delegation of
power which is involved in the act in which the Commissioner of
Internal Revenue is given the power to adjust the rate of excess-
profits tax? He is not told whether he is to adjust it at 1 percent
or 100 percent. Yet that was held perfectly legitimate. What
broader example of administrative discretion could you have than
the act which was held constitutional by the United States Su-
preme Court in which the Secretary of the Treasury was author-
ized to fix the standards of quality and fitness for consumption of
products.

Mr. HarTiEY. May I ask this? Do you think that the decision {n
the *“hot oil™ case indicates a possible change in the trend of
opinion of the Supreme Court as to the right of Congress to
delegate this authority?

Mr. LiNDER. I should say that the decision of the United States
Supreme Court in the ‘“hot ofil ” case indicates that the United
States Supreme Court will not hold constitutional any act which
delegates an administrative power to an administrator without
defining and tn some wise, in some ntelligible way, limiting and
restricting that power. I think that any constitutional lawyer
who reads the * hot oll * decision will have to say now that if this
Lundeen bill said that the Secretary of Labor was to pay com-
pensation to the unemployed, periodically, without saying how
much, without fixing a maximum or a minimum, then it would be
under the * hot oil ” decision and the United States Supreme Court
would hold that bill unconstitutional. But I do not think that
criticism can be at all urged against this bill tn the present form.

Mr. HARTLEY. Do you not agree that that decision was sort of an
admonition to the Congress to call a halt?

Mr. LiNpER. I have sald so.

Mr. HARTLEY. My questions may indicate that I am opposed to a
bill of this kind. I am not. I am merely trying to get opinions
which will enable this committee to write a bill that is going to
stand up after the bill has been put into effect.

Mr. LinpeR. I think I would like to extend my remarks on that
question a little {n this respect: This bill cannot be attacked as un-
constitutional delegation of legislative power from a different
aspect. This bill i{s not one under which the President is given
the power to tax anything, or the Secretary of Labor to tax any-
thing, or to forbid something from coming into the United States
or to forbid scmething from being transported iIn interstate
commerce.

In that respect it is wholly different than the * hot oil " case;
it is wholly different from the tariff case and all the others, because
this bill rests on a wholly different basis. This bill is a bill by
which Congress spends money. So long as this is a bill by which
Congress spends money, the power of Congress to spend money
being unlimited within the sole limitation that Congress must
regard it as being for the general welfare, in that sense no one
can intelligently urge for a minute that this involves an uncon-
stitutional delegation of legislative power. The power to spend
money, as I stated before, carries with it the power to set up an
administrative machinery for the spending of the money. That is
perfectly obvious, that it must. If the Congress has the power to
spend $100,000,000, it obviously must have the power to devise the
machinery by which the money is to be spent and to set up the
criteria which are to govern and guide the administration of the
fund. In that sense a breath of unconstitutionality cannot be
attached to the Lundeen bill.

The other decisions and these other cases involve a wholly differ-
ent set of situations. The “hot oil” case involves the power of
the President to stop something from going across the State lines,
but we are not stopping anything from going across the State
lines. All that is being done here is that Congress is spending
money and stating how the money is to be spent.

Mr. DUNN. Attorney Linder, I do not like to interrupt, but this
is absolutely necessary. There has been a question come before
the committee about this section 2, line 7. Will you read that?
There are quite a number here who would like to have that
explained.

Mr. LiNpEr. Section 2, llne 7: “A system of unemployment
insurance '?

Mr. DUNN, Yes.

Mr. LiNDER. Section 2 provides:

‘“The Secretary of Labor Is hereby authorized and directed to
provide for the immediate establishment of a system of unem-
ployment insurance for the purpose of providing compensation for
all workers and farmers above 18 years of. age, unemployed through
no fault of their own.”

Mr. DUNN. That is the polnt I want to make. Would this bill,
the way it is written, apply to men who are not citizens? That is
what I want to find out. That question has been asked. It came
up this morning when one of the witnesses said that they would
like to have that question answered.

Mr. LiNDeR. I should say that this bill in its present form would
be applicable to any worker and any farmer in the United States,
unless there is something in section 4 which would restrict that
interpretation. The only thing in section 4 which might restrict
it would be line 9 to the end:

‘ The benefits of this act shall be extended to workers, whether
they be industrial, agricuitural, domestic, or professional workers,
and to farmers, without discrimination because of age, sex, race,
color, religious, or political opinion or affiliation. No worker or
farmer shall be disqualiffied from receiving the compensation
guaranteed by this act because of past participation in strikes, or
refusal to work in place of strikers.”

I see nothing in this bill which would make it inapplicable to
altens who are workers and farmers. It seems to me that it would
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bc;}v:}:olly improper to restrict the interpretation of this to citizens
wholly.

Mr. DuNN, Thank you.

Mr. LinpEr. That is not a constitutional question. It is a gues-
tion of construction of the bill.

Mr. DUNN. Someone made the statement it would be necessary
to insert another section to take care of people who are not citizens.

Mr. LINDER. I should state it as my opinion that this bill applies
to workers, to anyone who is a worker or a farmer, unless there is
some other statute of the Federal Government—it would have to
be a Federal statute—which would make it impossible for a person
not a citizen to acquire the benefits of any such act. I know of
no such statute at the moment. I can say, though, I proceeded to
answer the question as best I could, because I did not want to ap-
pear to refuse or to be unwilling to answer any questions, but that
is not a question which comes within the confines of the constitu-
tional questions which I have been here considering.

Mr. LUNDEEN. And you have not given that any particular study?

Mr. LINDER. I have given it no particular study. It is purely an
off-hand opinion on my part.

Mr. DUNN. But your interpretation of the act now would be that
they would not be discriminated against?

Mr. Linoer. I should say not. I would say that my off-hand
reaction would be that I see no social reason why an alien
worker should not receive the benefits under this act. I should
cay that i{f there were any doubts in the minds of any Congressmen
or in the minds of the constituents of any Congressmen as to it,
it might be a very good idea to bring it home to any reader of
this bill that no discrimination is intended by providing in the
act a provision that no worker shall be disqualified from recetving
the compensation guaranteed by this act by reason of his belng
an alien or by reason of lack of citizenship. I should say that -
on that ground that it seems to me that an allen worker who by
his work and by his toll and by his lifeblood has contributed to
the wealth and the welfare of this country is entitled to as much
protection as any citizen 1is.

Mr. DunN. Attorney Linder, one of the members of the com-
mittee stated yesterday that in his district there were many peuple
wanting to become citizens, but the judge before whom they
appeared would not grant them citizenship papers because they
could not read or write. It is not because the men do not want
to become citizens, but some object.

Mr. LinpER. I should say that certainly whether 2 man can read
or write, if he is a worker, if he is a human being, he needs the
means whereby to live, and his children need milk just as much
a3 children of a man or woman who can read or write, You are
certalnly suggesting another reason why it would be outra-
geous——

Mr. DunNN. I egree with you that we should not discriminate
against the unfortunates.

Mr. Linper., Yes.

Mr. ScuaNEeIDER. I would like to have your comment on this, Are
all the powers delegated in this bill delegated to the Secretary of
Labor?

Mr. LINDER. Yes.

Mr. SCHNEIDER. On page 3, line 6, where it says, * Further taxa-
tion necessary to provide funds for the purposes of this act shall
be levied on inheritance, gifts, and individual and corporate in-
comes ", and so forth, would that power be all delegated to the
Secretary of Labor?

Mr. LiNper. Oh, no, no. The Secretary of Labor has no power
to tax.

Mr. ScaNEIDER. Who has?

Mr. LINDER. Only Congress has.

Mr. ScHNEIDER. But we are delegating the power.

Mr. LiNpER. Oh, no, no. The only proper construction of this
language would be that when you say *further taxation® you
mean further taxation shall be levied by whoever has the power
to levy it. The Secretary of Labor has no power to levy taxes,
therefore this thust mean that Congress would levy the taxes. I
should say the spirit of this act and its clear intention is this:
Sectlon 4 starts out by saying:

“All moneys necessary to pay compensation guaranteed by this
act and the cost of establishing and maintaining the administra-
tion of this act shall be pald by the Government of the United
States. All such moneys are hereby appropriated out of all funds
in the Treasury of the United States not otherwise appropriated.”

That means if it costs $10,000,000 to pay the compensation under
this act, if this act is passed, that $10,000,000 is a charge on the
Treasury of the United States just like the President’s salary or
the cost of maintaining a battleship is a charge on the Treasury
of the United States. If there is not enough money in the Treas-
ury of the United States to pay this compensation, Congress in
enacting this bill says that further taxation necessary to provide
such funds shall be levied in a particular way. That is, if there is
not enough money in the Treasury, Congress should put more
money in the Treasury by levying taxes of this kind.

Mr. LunpeEN. That 1s a declaration of policy?

Mr. LiNnpER. That is only a declaration of policy. That 1s what
I was going to say. This is not a tax measure. It is absurd to
regard this as a tax measure. As a matter of fact, this language,
* Further taxation necessary to provide funds ”, is stated as a dec-
laration of intention on the part of Congress, wholly without
meaning and wholly without significance, because Congress does
not levy taxes by using such language. When taxes are levied they
are levied with reference to the whole body of revenue acts which
are In existence. If Congress were levying a tax bill, Congress
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would, considering the whole body of the revenue acts, amend,
rcpeal, or modify existing revenue legislation. It is ridiculous to
think that this sentence, “ Purther taxation necessary to provide
funds for the purposes of this act shall be levied on inheritances,
gifts, and individual and corporation incomes of $5,000 a year and
over ”, 13 language by which the tax is itself levied. The tax is not
levied by this. All that Congress is doing here 1s saying, * If there
is not enouzgh money {n the Treasury, then we, the present Con-
gress that passed this bill, think, we believe, it 18 our feeling in the
matter, that the way that further money should be provided is by
this method.” That is all this means, purely a declaration of
intention.

Mr. HARTLEY. If this were a tax-raising bill it would not have
been referred to this committee, but to the all-important Ways
and Means Committee.

Mr. Linper. That is right.

Mr. HARTLEY. There it would rest In some cubby hole.

Mr. LESINSKY. Absolutely correct.

Mr. Linper. It is not a taxing measure. If you will bear with
me in the course of this argument on the constitutional law, I
will cover the whole question of the taxing power and all the rest
of it, because I mean to consider all those questions.

I think that the question as to whether this bill involves an
unconstitutional delegation of legislative power is pretty much
covered, and I think is frrefutably disposed of by the statement
that I have made, and the statement that has been elicited by
the questions that have been asked.

I want to go on now as to the question as to whether this bill
is constitutional or unconstitutional because of the fact that it
does not appropriate a specific amount. One might say, looking
at this bill, that Congress bas not in this bill stated how much
ts appropriated. Congress does not say that a million or a billion
or ten billion {s appropriated. Congress says simply, “All moneys
necessary to pay compensation are appropriated , and that is all.
Now, that 1s not a constitutional objection. No specific amount
is appropriated by this biil. But this does not render the bill
unconstitutional. For general indefinite appropriations are com-
mon. The first of such general indefinite appropriations was
passed when the very first Congress, In 1793, directed that all
expenses accruing or necessary for the maintenance of lighthouses
be paid out of the Treasury of the United Etates.® Congress did
not say that they appropriated a dollar or ten thousand dollars
or & milllon dollars. Congress simply appropriated the money that
was necessary to maintain the lighthouses, that is all. Since then
hundreds of statutes containing similar indefinite appropriations
have been passed.®

In the footnote to the brief there are collated some references
that, I think, will fully persuade you that when Congress passes a
bill of this kind with an indefinite appropriation it i{s doing the
sort of thing that Congress has been doing ever since 1793 and has
done hundreds of times.

From the moment the bill is enacted this general appropriation
becomes a charge upon the Treasury of the United States. When
it is determined that any individual is entitled to a certain amount
of compensation, his claim is a ciaim on the United States, to be
honored by the Treasury Just as any matured bond or other obli-
gation of the United States must be honored. In other words,
claims for compensation would arise, considering the matter from
the stardpoint of machinery and mechanics, much in the same
way that a claim on a Home Owners’ Loan bond would arise. The
bond is issued. When {t is issued, it becomes a claim upon the
United States, to be honored out of the Treasury of the United
States by the Secretary of the Treasury when the obligation or
the bond becomes due. So you would conceive that the Secretary
of Labor, through a proper administrative official, would determine
that a particular individual was entitled to $12.32 compensation;
and if that compensation were, according to the terms of the
requisition made by the administrative officer, payable immedi-
ately, it would become & charge upon the United States Treasury
just the same as a bond which has become due would be a charge.
Like all other matured claims on the United States, these claims
for compensation, when fixed, must be provided for as a part of
the Budget of the United States. In other words, the adminis-
trative officer would determine how much, if any, compensation
would have to be paid; and when he determined it, that would
have to be provided for, along with the battleships and the sal-
arfes and all the other items of expenditure of the Faderal Gov-
ernment. I do not think there is any serfous objection that can
be raised with respect to the fact that no definite appropriation
is made.

I come now to an objection which is the bugaboo of all soctal
legislation. That is the * due process of law ” objection. Unlike
all other employment and social insurance plans, and also unlike
the Wagner-Lewis bill, this bill does not involve the setting up of
reserves created by enforced contributions by employers or em-
ployees. The only way that any person could regard himself as in
any wise deprived of property for the purpose of financing this
bill, would be by regarding this bill as a taxing measure.

There is no pay-roll tax here. There is no enforced contribution
to reserves. The only way in which any human being, any person
in the United States, could be regarded as in any wise hurt or
interfered with or burdened by this act would be by the taxes that

2 Act of Aug. 7, 1789, c. 9, 1, Stat. 53.
® Introduction to hearings befare the subcommittee of the House
Committee on Appropriations on H. R. 9410, 78d Cong., 2d sess,
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he might have to pay if Congress thought It necessary to provide
further tax or revenue-raising bills,

The bill provides that “ it is the sense of Congress that if any
further taxation is necessary to provide funds for the purposes of
this act, it shall be levied on inheritances, gifts, and individual and
corporation incomes of $5,000 a year and over.”

Even {f it can be argued that this is a taxing measure, and I
submit that it cannot intelligently be so argued or so regarded, the
bill 18 a proper exercise of the taxing power of Congress. Congress
has the power under the Constitution to lay taxes for the * general
welfare ”, subject only to two limitations* 1In the case of dutles,
imports, and excises, “ this must be uniform.” This is not a duty,
import, or excise, s0 the objection of uniformity is not avallable
here. In the case of direct taxes, they must be apportioned ac-
cording to the census. Neither limitation, however, applles to
incomes, gifts, or inheritances since the sixteenth income-tax
amendment.® If you regard this bill as a tax measure—and I say
you cannot so regard It——it would be a perfectly proper tax meas-
ure because it would come within, first, the general welfare clause,
and, second, the income-tax amendment to the Constitution.

Thus, a tax levied by Congress on incomes, inheritances, and
girts is wholly proper so long as Congress deems it to be for the
“‘general welfare.” Once Congress has levied such a tax, the tax
cannot be assailed by any taxpayer, since the courts will not review
the exercise of the congressional discretion involved in Income
taxation. The decision of Congress is thus final.

The limitation on the taxing power of the States, * that the
taxation must be for a public purpose ”, is not a limitation appll-
cable to the Federal Government.® But even if it were, clearly the
purposes for which funds are to be ralsed by taxation and to be
spent under this bill, is a “ public purpose”” The fact that private
individuals benefit does not alter the fact that it is to the public
interest that these private individuals receive such public benefit.®
Finally, what is or is not a * public use " or purpose, has been held
by the United States Supreme Court in the famous North Dakota
natlonalization cases to be a question concerning which the legis-
lative authority is best able to judge.® Just as in the case of the
exercise of the appropriating power, 50 in the case of the exercise
of the taxing power, where the tax is levied on incomes, inherit-
ances, and gifts, the taxpayer is wholly without remedy. When
Congress determines that such a tax is for the “ general welfare "
its deciston s final and cannot be constitutionally assailed.

This brings me to the last objection, that is, the objection on
the ground that this bill might violate State rights.

It has been argued that this bill is unconstitutional un the
ground that it involves an usurpation of the rights of the States.
This argument 1s based upon the proposition that the power of
Congress to regulate commerce and industry is limited to the
“ Interstate commerce power” and that any regulation by the
Federal Government of intrastate business and of matters * not
commerce ” {s unconstitutional.

This argument is wholly inapplicable to the present bill. FPor
this bill is not an exercise of the interstate commerce power; it is
an exercise of the appropriating power.

This bill does not involve any regulation of intrastate commerce
or of matters “ not commerce.” This bill does not tell any mer-
chant or manufacturer how he is to do hi!s business; it does not
involve the setting up of reserves; it does not compel any manu-
facturer to pay contributions to a particular reserve fund. It does
not set up such business relationships as might possibly be in-
volved in the creatlon of special accounts with employers or
employees, based on their contributions to a reserve fund.

In the Wagner-Lewis bill the whole concept is that employers
shall contribute a pay-roll tax to a specific fund. There the ma-
chinery that 1s contemplated by Congress is a machin which will
involve the setting up of reserves, of accounts. It mifht:very well
be argued that Congress would be going into the insurance busi-
ness, would be going into an elaborate set of business relationships,
something which only the States should do. But do you not see
that that has nothing to do with a bill like this, which does not
involve any pay-roll tax, does not fnvolve any reserves, does not
involve any enforced contributions? This bill simply spends money.

Mr., HarTLEY. On that point, does not this bill indirectly call for
the setting up of reserves for the payment of unemployment com-
pensation?

Mr. LinpEr. No; it does not call for the setting up of one dims
of reserve. All this bill does, as you read the blll, is, it spends
money. It spends money by way of compensation to the unem-
ployed, just the way the United States Congress spends money
when it provides for a battleship. There is no reserve set up for
the battleships. There is no reserve set up for the President’s sal-
ary or for the salarfes of Congressmen. It is there. If it is not
there, Congress has to raise the money by levying taxes. There s
no reserve at all provided. That is the basic concept of this bill,
that the Government has the obligation to provide soctal security
to every human being, every worker and farmer who, through no

» Hilton v. United States, 3 Ball. 171; Pollocock v. Farm Land &
Trust Co., 158 U. 8. 601.

% The sixteenth amendment reads as follows: *The Congress
shall have power to lay and collect taxes on incomes, from what-
ever source derived, without apportionment among the several
States, and without regard to any census or enumeration.”

" Billings v. United States, 232 U. 8. 261,

# Noble Bank v. Haskell, 219 U. 8. 104; Fallvrook Irrigation Dis-
trict v. Bradley, 164 U. 8. 112; O’Netll v, Leamer, 239 U. 8. 244.

» Greene v. Frazier, 253 U, 8. 232,
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fault of his own, is unemployed. The basic concept of this bill is
that the Government in recognition of that soclal obligation to
every human being who cannot earn a living through no fault of
his own should pay directly to that person money not becausc any
reserve 1s set up, for no reserve is set up. This bill says, “ Let
Congress pass a tax statute. Let Congress tax inheritances and
incomes and gifts. not by way of any reserve but out of the
money that the Congress can create.” When you consider that
Congress can on occasions ralse billlons for specific purposes—I
understand that Congress spent about $30,000,000,000 to wage the
World War for the United States—Congress can create the money,
can get the money. How it gets the money is not the purpose of
Congress when it passes this bill. All that Congress does when it
passes this bill is, it says, *“ Compensation shall be paid out of the
United States Treasury, and the compensation shall be a claim
against the United States Treasury, and it shall be paid out of
the United States Treasury.” If the money is not there, Congress
should raise the money by taxes.

If you consider the bill fundamentally and basically, therefore,
you see that it involves vitally a wholly different social conception
of the obligations of government and that which is involved in the
Wagner-Lewis bill. In the Wagner-Lewis bill the money !s to be
created by reserves based upon insurance actuarial principles, re-
serves that are to be created over a period of time. A small
amount of money is to be pai!d upon the basis of insurance prin-
ciples to workers ard farmers when they lose their employment.
That i{s why the Wagner-Lewis bill does not provide for the present
unemployed. The Wagner-Lewis bill deals with those who are
employed now. It looks forward to the possibility of creating
reserves out of pay-roll taxes; it is really gotten out of the pay
rolls of the workers and farmers, who would thereby be affected,
looking to the creation of those reserves. It does not contemplate
the Government spending its own money. The Government is not
spending its money in the Wagner-Lewis bill. It is spending the
money, it is providing for reserves out of which the insurance
should be paid. This bill, however, has nothing to do with the
question of reserves. This bill spends money. It spends money
the same way that Congress spends money when it provides for
the building of a post office or

Mr. DunnN. Or battleships?

Mr. LiNDER. Or battleships.

Mr. LunpeeN. Only this is for a better purpose.

Mr. LINDER. Yes,

Mr. HarTLEY. Then you say that this bill merely recognizes the
obligation that we have to provide unemployment insurance to
our unemployed today, and indirectly directs Congress, then, to
pass a new tax bill to raise the revenue to pay it?

Mr. LinpER. It does not direct Congress to do it.

Suppose that

Congress were to pass a bill providing for the appropriation of a-

million dollars for the building of a post office in Kankakee, or
somewhere. Congress then would not be concerned with how the
million dollars should be raised. That is a job for the Secretary
of the Treasury. The Secretary of the Treasury can inform the
individual who is responsible for the balancing or for the prepara-
tion of the Budget, and then the individual who is the Commis-
sloner of the Budget can say whether there {s money enough or
whether there is not.

Mr. HarTLEY. Then you say that this directs the Secretary of
the Treasury to ralse the money to pay unemployment insurance?

Mr. LINDER. It does not even do that. I mean, it does a very
simple thing. It simply spends money. If the money is not there,
then it is for Congress to work out ways and means for getting it
there; that is all.

Mr. HARTLEY. Did you not say it was up to the Secretary of the
Treasury to find money if it was not there?

Mr. LinDER. If T said that, I spoke a little loosely. I mean the
Secretary of the Treasury, ¢f course, could not fill the job of find-
ing the money or of getting money. It Is up to Congress to tax
and to provide the money.

Mr. HArRTLEY. Then that gets back to my first question, that we
are indirectly directing Congress to get the money in the event it
is not there.

Mr. LINDER. After all, it 1s conceivable that Congress might au-
thorize the President to sell public lands. It is concelvable that
Congress might direct the President to devaluate the dollar further.
It is conceivable that Congress could work out one or a hundred
different ways in the light of raising money.

Mr. HARTLEY. In the light of the last few years, it {8 possible,

Mr. Linper. That is right. But this is not a tax measure. I
think it is important that you gentlemen should concelve it simply
as an appropriating measure; just 25 you do not concern yourselves
directly with how the money 13 to be provided when you pass any
other appropriating measure, so you must regard this as an appro-
priating measure. How the money s to be provided is another
question that Congress has to determine. That question I am
not going into now, because it has nothing to do with the consti-
tutional-law questions with which I have been concerned. Econo-
mists and statisticlans, financial experts, and experts on the poten-
tial capacities of this country and on the earning power of the
people of the country can advise you as to how Congress can get
the money. I am not here for the purpose of telling you how
Congress can get the money. I am here only for the purpose of
persuading you, as I think I can—I hope I can—that this bill is
constitutional as an apprcpriating measure.

Mr. HarTLEY. Then, as I understand you to say, Congress has
the right to direct the pecple of the State of New Jersey and every
other State in the Union to pay taxes to provide unemployment
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insur? ance in the event therc are not funds in the Federal Treas-
ury

Mr. LiNper. No; I did not say that.
power to spend the Federn! moneys——

Mr. HARTLEY. Yes.

Mr. LiNnper (continuing). For any purpose that Congress decms
to be for the general weifare. If Congress says that it i1s for the
general weifare of the people of the United States that every
unecmployed person should receive compensation, Congress has the
power to provide for the payment of compensation to those per-
sons. How the money 1s to be raised is a revenue question, it is
& question of the Budget. Money can be raised by the sale of
land. It can be ralsed by the—-

Mr. LUNDEEN. Sale of bonds.

Mr. LiNDER. Yes; the sale of bonds. It can be raised by various
fiscal and other measures,

Mr. LunNpeEN. They are always oversubscribed about seven times.

Mr. LINDeR. Congress can provide for the issuance of a new Lib-
erty bond, of course. Congress can provide for the money. But
that is really not germane to the question we are now concerned
with. The question that we are concerned with here is this: Has
Congress the power as a matter of constitutional law to provide
for the payment of compensation to the unemployed? The answer
1s “yes”, because Congress has the power to spend money for
any purpose Congress pleases, 50 long as Congress deems it to be
for the general welfare,

Mr. ScHNEER. Getting back to that question I asked you some
time ago, this bill quite specifically directs the Government to raise
the additional money necessary by certain methods, inheritance
;a:teg. income taxes, and so forth; not the selling of bonds, and so

orth. B

Mr. Linper. It does not direct, though. As Congressman Lux-
DEEN pointed out, it is stmply declaring the intention of Congress.
It is simply saying that Congress thinks that the best way of
rajsing money would be by income taxation, inheritance, and gifs
taxation. This is not the act in which it is doing that.

Mr. SCHNEIDER. Yes; I understand that part of it. However, 1t
this has any meaning in its enactment, it means that the Congress
is establishing the policy that the raising of additional money for
the purpose of meeting this expenditure will be done by these
means.

Mr. LiNpER. It 18 8 suggestion.

Mr. ScaNEmER. Taxation of incomes, inheritances, and so forth,
and so on.

Mr. LinpER. There is no question In your mind, is there, sir,
that Congress has the power to pass such taxation legislation?

Mr. ScHNEIDER. Oh, no; they have that, of course.

Mr. LinDER. Very well. If they now tax an income to the extent
of so much percent, they can jack up the percentage, if Congress
80 please.

Mr. SCHNEIDER. Yes. Are you familiar with the A. A. A. system
of taxation—the processing tax?

Mr. LiNnpE=. Yes. But, you see, there you have a wholly different
concept, because there you have something which is a little akin
to the reserve-fund theory. The Secretary of Agriculture is given
the power, as I stated before, to pay benefits to farmers in such
amounts as he deems advisable and reasonable.

The Agricultural Adjustment Act also provides that the Secre-
tary of Agriculture has the power to lay a processing tax on the
products of agriculture, which come within the sphere of the Secre-
tary of Agriculture’s administration under this act. Then the act
also goes on to say that the Secretary of the Treasury shall advance
money to the Secretary of Agriculture as a sort of an advance to
him for the purpose of paying these benefits to the farmers. And
then the Setretary of Agriculture is to lay the processing taxes
and it is the intention, stated in the act, that the processing taxes
are to make up or to create a fund which is sufficient to reimburse
the Secretary of the Treasury for the moneys he has advanced to
the Secretary of Agriculture for these benefits. In other words,
what Congress was there, in the A. A. A. doing, was to pay money
to farmers and to provide the money which was being pald to
farmers by processing taxes. That in a way 1s similar to the
Wagner-Lewis bill and the conventional unemployment-insurance
bills, where you create pay-roll taxes for the purposes of enabling
you to pay compensation. A reserve is created. But, you see, the
A. A. A. Involves some very serious questions of constitutional law,
because it does just that. In the case of the Lundeen bill, no tax-
payer whose income tax was jacked up 25 percent or so could come
into court and say, “I object to this bill. I think this bill inter-
feres with my constitutional rights. I ask that the Secretary of
the Treasury be enjolned from paying out the money by way aof
compensation under this bill, and the Commissioner of Internal
Revenue be enjoined from collecting the taxes.” He cannot do it,
because he cannot point to any specific dollar which he paid which
went for this bill. It is just impossible, because the $1,500, let us
say, that this man pald might have gone for the battleship. It is
impossible.

In the A. A A. when the processing tax is levied and he pays
the processing tax, he can point to specific money. He says, “ The
Government has levied a processing tax upon me which was used to
pay benefits to farmers. I think that scheme i3 wrong. I think
that is an improper method of use of money. I think it is improper
to tax me for such a p -

But he cannot do that under the Lundeen bill.

There 1s another aspect, also, in which this bill 1s y
different from the other unemployment-insurance bills and from
the other social legislation which involves due-process.questions.

I sald Congress had the



1935

This bill does not interfere with the conduct of any intrastate
bustness, A farmer who is ratsing a cash crop, for instance, or
who 15 raising a crop without limitation as to the nature of the
crop, and who is taxed by this processing tax, can come into
court, and they have come into court, and said, “ We object to
this processing tax because that i{s an interference with our busi-
ness.” As a matter of fact, if the sad truth must be broadcast,
the A. A. A. haa been held unconstitutional on a number of
occasions in the last fcw months, insofar as it provided for the
regulation of intrastate businesses. But the beauty of the Lun-
deen bill {s that you cannot touch it on that point, because the
Lundeen bill is not interfering with any business. Nobody can
come and say, “I am being interfered with, I am not being allowed
to run my business in the way I want to, I am being taxed ”, be-
causc he cannot point to anything-—this is not a bill which inter-
feres with business; it just spends money—just as he cannot
come in and object to the money that they are ueing for a post
office somewhere, because he cannot say that his money went for
that post office; and so he cannot do anything with this, either.

After all, take the taxpaver who so many years back was out-
raged because Congress was spending money for the building of
the Panama Canal. He brought a proceeding, and the United
States Supreme Court said, “ We are sorry, my dear sir, you just
cannot do anything about {t, hecause Congress is just spending
money, and Congress can spend money for anything it pleases so
long as Congress does this for the general welfare.” This {s the
same situation.

This bill does not prohibit the transportation of any product by
interstate commerce. In the Child Labor case the United States
Supreme Court said that it was unconstitutional for the Federal
Government to ferbid the transportation {n industry of the prod-
ucts of child labor, because the business in which this child labor
was employed was an Intrastate business subject only to the man-
agement and to the governance of the State; and it was a viola-
tion of the rights of the State to prohibit the transportation
industry of the products of that child labor.

That argument simply has nothing to do with our present situ-
atlon, because we are not interfering with the transportation of
anything in interstate commerce. We are simply spending money.

A very important decision which has had a tremendous impor-
tance In constitutional law affecting social legislation is the em-
ployers' liabllity cases, in which the United States Supreme Court
held that it was ifmprcoper for Congress to regulate the liabllity of
employers to their employees In intrastate business. That may be
one of the many Achilles’ heels of the Wagner-Lewis bill. These
pay-roll taxes may very well be regarded as a regulation of intra-
state bustness. But that does not apply here, because I have said
now for the fifteenth or twentieth or one hundredth time you are
just spending money here.

The bill simply sets up an obligation of the United States Gov-
ernment to pay out of the United States Treasury compensation.
There is a case in the records, in the reports of the decisions of the
United States Supreme Court, where a State came in and objected
to the spending of money by Congress, for a particular purpose,
because the State said that was an interference with the proper
province of the States. It is the very famous maternity bill. I
think it was the Smith-Townsend bill. It is referred to in the
footnotes of this brief. Congress there passed a bill appropriating
so much money for the creation of a board of maternal and infant
health hygiene, and it provided that so much money should be
given to the States provided they set up in each State a hygiene
board subject to the rules of and pursuant to the provisicns and
the general plan outlined in the statutes. The State of Massa-
chusetts, in a case which I3 known as * Massachusetts v. Mel-
ton ”,% a very famous case, came in and objected. They said,
“ When Congress provides for the appropriation of moneys to the
particular States, provided they subject themselves to a Federal
plan, Congress is interfering with the proper province of the
States.™

The United States Supreme Court sald, " Oh, no; Congress is
simply spending money, and in the exercise of appropriating money
the power and authority of Congress to spend money cannot be
questioned.”

I am going to embark upon a line of reasoning here that has
certain limitations and certain perils, which I am going to point
out, but I would like to present the argument to you because while
this argument would nct be an argument which I would present
to the United States Supreme Court, it is an argument which X
have a perfect right to present to a Congressman becatse it is an
argument bassd upon the sort of bills that Corgress has just
been passing; although I am not saying that those bills are con-
stitutional.

Even if, however, the exercise of the appropriating power

_shculd, by any stretch of the imegination, be regarded as a regu-
lation of matters * not commerce” and of intrastate commerce—
I think I bave demonstrated that it cannot so be regarded—it
docs not follow that the plan is beyond the powers of Congress.
For it is the present doctrine of the United States Supreme Court
that Congress has the power to regulate intrastate commerce and
matters that are * not commerce ” at all, provided that the burden-~
some character of these activities on interstate commerce is clear
end direct.® Thus the United States Supreme Court has held the

@ Mass. v. Mellon, supra.

# Safety Appliance Act case (222 U. S. 20); Wisconsin R. R. Com.
v.C. B. & Q. R. R. Co. (257 U. 8. 553); Staflord v. Wallace (258
U. 8. 485); Board of Trade v. Olson (262 U. 8. 1); Colorado v.
U. S. (371 U. 8. 153).
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Packers and Stockyards Act of 1921 constitutional, although that
act gave the Secretary of Agriculture supervision over the commis-
sion men and livestock dealers in the stockyards of the Nation
and thus enabled the Seccretary of Agriculture to regulate prices
and practices in matters wholly Inirastate.®

The Court appreciated that the object of the act was to *“ free
and unburden “—this 1s the language of the Supreme Court—the
flow of interstate commerce.

Again, in another case, the passenger rates of the branch line of
a railroad, wholly within the boundaries of a single State, were
held constitutionally subject to the control of the Interstate Com-
merce Commission, by reason of the effect of the Intrastate rates
on interstate rates and interstate business.® The Court has again
and again regarded simiar——

Mr. HARTLEY. Is this a decislon of the United States Supreme
Court?

Mr. Linper. Yes, sir. The Safety Appliance Act Case (222 U.8.
20). For further decislons along the same line I refer you to the
footnote 43 of the brief,

The Court has agaln and agaln regarded similar acts as a proper
exercise of the “interstate commerce power.”

Certainly, 1t must be clear—and this s the argument I would
like to present as forcibly as I know how to Congressmen-—that
Congress in 1933 and 1934 has proceeded upon the constitutional
theory that it lies within the province of the Federal Government
to prevent practices which deter the free flow of interstate com-
merce and to promote practices which stimulate the free flow of
interstate commerce. As a matter of fact, if you will read the
preamble to the N. R. A,, you will ind language In that act which
was {ntroduced at the suggestion of a constitutional lawyer, made
to Senator WAGNER, which he very gratefully adopted, according
to the minutes of a hearing on the N. R. A. just before the act
was passed.

Mr. SCHNEIDER. A Senate hearing?

Mr. LINDER. A Senate hearing. In that Senator WAcNER accepted
with great gratitude the suggestion of a constitutional lawyer
that they should stick into the N. R. A. some language which
should icdicate that the purpose of the N. R. A. was to deter
practices which interfered with the free flow of interstate com-
merce, and to encourage practices which would stimulate the free
flow of Interstate commerce. As a matter of fact, the A. A. A,
contains language which is even clearer than the National Recov-
ery Act.

The Congress which passed the Agricultural Adjustment Act of
1933 declared that the loss of the purchasing power of the farmers
endangered the entire economlic structure of the Nation.® The
mechanism set up by that act was conceived as a device to re-
store purchasing power. Certainly, if that 1s the argument for
the N. R. A. and the A. A. A. the workers' bill 1s similarly an effort
to remove obstacles to the free flow of interstate commerce.
Clearly it provides for the general welfare much more directly
than the N. R. A, the A. A. A, the P. W. A, and the other emer-
gency acts which Congress has enacted during the Roosevelt
administration.

This bill is an effort to deal with the same problemm—the crisis in
the purchasing power of the people of the United States. The
basic conception of this bill is that the millions of workers and
farmers throughout the United States who are unemployed, sick,
disabled, and aged, lack purchasing power and that the soundest
and most intelligent way to restore that purchasing power is
simply and without further ado to give them money. But not to
give them money by way of charity or relief, but to give them
money as of right, as a compensation for a disability which they
suffer, due to no fault of their own and due to the operation of
social forces. The basic idea of this bill i{s that funds should be
given to create purchasing power for the masses who must spend
the money for the necessities of life and who, In spending the
money for these necessities, for milk and for bread and for rent
and for things they need to live, will thereby remove obstructions
to the free flow of interstate commerce.

Furthermore, a consideration of the advantages of the Federal as
against the State or Federal-State soclal insurance systems will
show what the United States Supreme Court terms the “ adminis-
trative necessity " of a Federal system.

The vast growth of American Industry spanning the entire con-
tinent and the development of a national economy that is intercon-
nected and interdependent has completely transformed the Nation
which was originally the subject of the Constitution. For most
purposes of business and commerce State boundaries have ceased
to exist. The existence of 48 governmental systems endeavoring to
solve problems, essentially national in scope, in 48 different ways
has created stupendous contradictions and difficulties. Of course,
it is obvious enough that the Wagner-Lewls bill provides precisely
that misfortune, 48 different State bills, all different, as different as
the ingenuity and the intelligence—or the unintelligence—of the
State legislatures can provide. The lack of purchasing power of the
unemployed, sick, disabled, and aged is a national phenomenon,
netional in scope; its causes are bound up with the causes of the
national economic crisls.

The administrative advantages in simpliclty and eficlency which
inhere in & uniform and integrated Federal system, as against the
chsaos of different plans in different States, are obvious.

“ Stafford v. Wallace, supra,

% Colorado v. U. S., supra,

@ See Declaration of Policy, National Iadustrial Recovery Act,
June 16, 1933, c. 80, 43 Stat, 198.



5870

Tle Federzl system is the only feasible one, because it is only
the Nation which can deal with the problem a3 it must be dealt
with. The problem is a problem of mass unemployment, with mil-
lions out of worx. The loss in purchasing power runs into billions
of dollars. Only the Fcderal Government, with its vast resources
and !mponderable taxing power, can provide the funds to meet a
problem of such magnitude. Many of the States simply do not
have the neccssary financlal resources or adequate taxing power.
Their unemployed, however, need compensation no less than the
unemplored of the wealthier States, and it is equitable that the
wealthier States should contribute to the support and maintenance
of the human beings in the poorer States. The incomses earned
from Naticn-wide industry are, in a large measure, beyond the
taxing power of any but the one State where the income is re-
ceived. Ccnsider a huge industrial plant in the Middle West owned
by a corporation domiciled In New York. Its income, earned in
the Middle West, is received in New York. It is New York which
can most eJectively tax that income. Yet when a depression occurs
arnd the plant in the Aiddle West is shut down. the human beings
whose labor contributed to the income received in New York are
dropped, and the burden of their maintenance lies in the Middle
Western States. The surplus, resources, and continuing income
of the New York corporation in New York are not adequately
available to the taxing power of the Middle Western State. Only
the Federal Government can properly distribute the burden, be-
cause only it can effectively reach the income and property of a
New York corporation. Thus the taxes paid by the New York cor-
poration may, through the instrumentality of the Federal taxing
power, be made available to meet the human needs of the unem-
ployed throughout the country. Clearly it is only the long arm of
the Federal Government which can reach out and deal with this
problem.

The national emergency legislation which has been enacted
duricg the Roosevelt administration involves an understanding of
the national character of our economic problems. Furthermore,
this legislation indicates a keen apprectation of the inadequacy
and cumbersomeness of the Federal subsidy system. This legisla-
tion provides for direct aid to persons, firms, and corporations in
the States. The A. A. A, provides Federal moneys directly to
farmers all over the country, There 1s no nonsense requiring the
Federal Government to grant subsidies to the States and the
States to grant the money to the farmer. The Federal Govern-
ment deals with the farmer directly. It does so in the firm
realization that the price of crops grown by a farmer {n Iowa
detcrmines his purchasing power, and that even if his crops never
got beyond the boundaries of his State and even if his purchesing
power is exercised for the purchase of products made within the
State, his purchasing power is a matter of direct concern to the
entire Natlon.

Similarly, the Reconstruction Finance Corporation Act created
the R. P. C. to supply Federal money direct to bankers throughout
the country. Tke money was not given to the States to parcel
out to the bankers. The bankers, whether thelr business was
intrastate or interstate, whether they did a Nation-wide business
or a neighborhood business, were the objects of national concern
and were dealt with as such. Similarly, the Home Owners' Loan
Corporaticn was organized by the Government to supply money,
in theory. to hcme owners throughout the country; in practice, to
mortgzagees throughout the country. Thus ° farmers’ relief ”,
“ bankers' rellief”, and ‘“home owners’ rellef ” have all been en-
visaged as Federal problems requiring Federal solution.

There is no Intelligent reason why the unemployment problem,
which is similarly a Federal problem, and which similarly requires
national solution, should not be dealt with in the same way.

We must remember that the bill here considered does not depend
for its constitutionality on any conslideration of the * interstate-
commerce power * upon the argument that the regulation of intra-
state business is necessary because of its effect on interstate busi-
ness. Although I have stated the argument by analogy from the
R. P. C. and the H. O. L. C. and the A. A A. and the N. R. A,
I do not at all mean to imply that the constitutianal argument
is based on that analogy, because I could not be sure of that
ground. The N. R. A. has been held unconstitutional again and
again and again in the Inferior courts of the country—and the
citations are collated here—on the ground that it involves an
interference with intrastate business. And the Wagner-Lewis bill
involves a mare’s nest, a hornet’s nest of constitutional complica~
tions because of all the problems of that character that are there
involved. :

This bill does not have to depend upon any argument that we
are trying to deal with the purchasing power of the Nation; we
are trying to stimulate the flow of interstate commerce, because,
as I said at the outset, and I repeat, much in the form of a musi-
cal rondo, in which you start with the theme and come hack to it,
it is simply an act by which Congress spends money. It rests upon
the same constitutional basls as the Reconstruction Finance Cor-
poration Act and the Home Owners’ Loan Corporation Act. The
Reconstruction Finance Corporation Act is an act by which Con-
gress spends money for the relief of bankers throughout the
country. The Home Owners’ Loan Corporation Act is an act by
which Congress spends money for the reliet of mortgagees who
cannot get a dime on their mortgages. The A. A. A. is an act
for the relief of farmers directly. I want to withdraw the ref-
erence to the A. A. A, because the A. A. A. involves the whole
complication of difficulties involved in the pr tax, with
all the problems of direct injury and all the rest of it, and due
process, that are there involved. Here we have something which
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rests for its constitutional basis upon the same basis that the
R. P. C. and the H. O. L. C. have.

The Congress which passed, and this is all that I want to say by
way of summary. I trust 1 have made it clear, as an act it rests
on the same constitutional basls as all these other acts, as the
R. P. C, which spends money. The Congress which passed the
Reconstruction Finance Act apparently was convinced that it was
for the general welfare, that the banks in this country should be
given money out of the Treasury of the United States so the
banks could stay in business. The Congress which passed the
H. Q. L. C. Act apparently was convinced that it was for the general
welfare that individuals and corporations owning mortgages affect-
ing real estate should be given bonds of the United States in pay-
ment of their mortgages.

When Congress, and this is my concluding statement, when
Congress passes this bill, if, as and when it does, it will at last
have realized.that it is for the general welfare of the United
States, that all human beings in the United States who, through
no fault of their own, are unable to earn the necessities of life,
should receive money so that they may purchase the necessities
of life, of living, and in so doing matntaln not only their own
very lives, but the economic life of the country.

The CHAIRMAN. On behalf of the committee I want to thank you
for the valuable information you have given.

Mr. LiNnpER. If there are any constitutional law questions, I. will
be very happy to try to answer them, so far as I can.

I am submitting herewith for your convenience a list of citations
and am prepared to submit additional citations if it is desired.

Mr. HARTLEY. Did I understand you to say before that we would
be strengthening our case by further defining the powers of the
Secretary of Labor? ”

Mr. LinpER. Well, I should say that you would strengthen the
bill by an elaboration of the bill, but I should say that the ener-
gies of the House Commmlittee on Lator, if it were determined that
this bill were sound, should rather be devoted to the enactment
of the bill as it stands than to getting into a lot of arguments that
would be arcused, and would be involved in the question of
definition. The bill in its present form is, I think, simple and
intelligent; so simple that even a lawyer used to complicated and
technical language can understand it. This bill is so simple it
states its method by which it solves this problem, so simply and
intelligently that any further attempt at elaboration here and
now would involve a diverting of the energies of the committee
into collateral arguments on definitions and that sort of thing.
I should say I think it would be laudable and it would be splendid
if a formal, technical bill in language which perhaps i3 more tech-
nical than this bill should be drawn, and should set up an elab-
orate administrative mechanism, and so forth; but it seems to me
that the problem of the proponents of this bill in the present
Congress is to persuade Congress that this idea is right. If you
persuade Congress that this idea is right, the formulation of the
technical bill Is simply a matter for experts. I mean, a matter
of definition, and that sort of thing, you can state what is said
here more technically, but I do not think you could state it much
more intelligently. I think that this bill in its present form is
intelligent, 1s clear, is readable, and most important of all, as far
as I a'n concerned, is constitutional.

THE LUNDEEN BILL APFROPRIATES FEDERAL FUNDS FOR THE
WELFARE

This bill provides for the appropriation of Federal moneys
out of the Treasury of the United States for the payment of
compensation to the unemployed, the sick, the disabled, and
the aged. It issimply an exercise of the appropriating power,
the power of Congress to spend money. It deprives no one
of his property without the “ due process of law ” guaranteed
by the Constitution. Unlike other unemployment and social-
insurance plans, it does not involve the setting up of “re-
serves ” created by enforced contributions by employers or
employees.

Since the bill is merely an exercise of appropriating power,
it rests upon the same constitutional basis as do the Recon-
struction Finance Corporation Act and Home Owners’ Loan
Corporation Act, which involve merely an exercise of the
power of Congress to spend Federal moneys. These acts all
provide for direct aid to persons, firmms, and corporations in
the States. The Reconstruction Finance Corporation Act
supplies Federal moneys directly to banks throughout the
country. Unemployment and social insurance problems are
even more clearly Federal problems. They require similar
national solution.

H. R. 2827 UNQUESTIONABLY CONSTITUTIONAL

The Congress which passed the Reconstruction Finance
Corporation Act, the Home Owners’ Loan Corporation Act,
and the bulk of the national-emergency legislation clearly
conceived that it was for the “ general welfare ” that individ-
uals, corporations, and banks should be given money out of
the Treasury of the United States. When Congress passes
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this bill it will have realized that it is for the “ general wel-
fare” that all human beings in the United States who,
through no fault of their own, are unable to earn the neces-
sities of life, should receive money representing their contri-
bution to production so that they may purchace the necessi-
tics of life, and in so doing maintain not only their lives but
the economic life of the United States.

[Here the gavel fell.}

Mr. DOUGHTON. Mr. Chairman, I yield 20 minutes to
the gentleman from Massachusetts [Mr. McCormack].

Mr. McCORMACK. Mr. Chairman, the gentleman from
New Jersey [Mr. Eaton], whose views and whom I person-
ally admire and respect, and whose friendship I value, very
properly prescnted to the House in taking the position that
he has on this bill pertinent inquiries and arguments. Dur-
ing the course of his remarks he asked questions in relation
to the taxes imposed upon wealth-producing agencies and
the effccts he fears will follow therefrom—the fear that it
will wipe out business, the effect this bill will have on the
very foundaticns of our civilization, and the responsibilities
which the Federal Government under this bill will under-
take when the bill becomes law. Had his arguments come
from some other Maember of the House I would not have
been so surpriced; but I am, coming as they do from one
of the most logical-minded, one of the most humane, and
from one whom I consider to b2 one of the most progressive
Members of this body. He well said that this bill and its
purposes transcends politics. I agree with him. It is pleas-
ing to me to note that the Republican Party takes no definite
pesition on this bill. There are some who are opposed to
certain features, some who are for the entire bill, and some
who have objections, as they are entitled to have objections,
to certain features of the bill. A Member has the right, if
honestly entertaining such thoughts, {o be in complete oppo-~
sition to the entire bill. From the remarks made by the
minority Members it is clear that their minds on this legis-
lation transcend mere partisan politics.

I shall address myself briefly, Mr. Chairman, to the perti-
nent question the gentleman frcm New Jersey raised, a ques-
tion which might be titled, “ Human rights and responsi-
bilities of government in relation thereto versus property
rights and the responsibility of government in relation
thereto.”

What are the functions of government? Government has
two functions—a primary function and a seceéndary func-
tion. The objective of the performance cf both these func-
tions is the general welfare of the people, of those with
property, and of the unfortunates who are without property
and without means, of business, of employer and employee,
the general welfare of all our social and economic groups,
and as far as possible and as the circumstances require
of all of our people.

Mr. EATON. Mr. Chairman, will the gentleman yield?

Mr. McCORMACK. I shall be pleased to yield to my
friend.

Mr. EATON. I would not want the gentleman to leave
the impression—and I have such an affectionate regard for
him I know he would not want to—that I consider prop-
erty rights above human rights.

Mr. McCORMACK. No; not at all.

Mr., EATON. But I am interested in preserving what
wealth-producing agencies we have in the interest of human
rights.

Mr. McCORMACK. I am glad my friend interposed his
remark, because under no conditions would I want to
convey any such impression; and I will state specifically
that the gentleman’s position is hcnest and sincere. He
has no desire, of course, where there is a conflict between
human rights and property rights, to take a position other
than that which his conscience prompts him to take. There
is an honest difference of opinion between us.

The ultimate object of our Government is the general
welfare of our pecple. Among the people of a nation are
the unfortunates, the poor, the sick, the aged, and other
bersons in a dependent pcsition; each generation has and
will have them. Under our econcmic system, known as the

CONGRESSIONAL RECORD—HOUSE

5871

“ profit system ”, we shall always have the employer and the
employee. As a result of this relationship, problems arise
which require action on the part of the Government to
control and regulate, where the general welfare is involved,
wheflever abuses arise out of private industry and whenever
private industry is unable to control them, the continuance
of which abuses would be inconsistent with the welfare of
the country. Under such circumstances some agency must
step in and assume the burden of correcting such abuses
in the interest of the gencral welfare; and in the past, as
;z: free again in the pending bill, this agency is government
elf.

Mr. MAY. Mr. Chairman, will the gentleman yield?

Mr. McCORMACK. I yield

Mr. MAY. I think the clearest expression we have ever
had of the function of govecrnment was stated in the Dec-
laration of Independence by Thomas Jefferson, when he
said that the object of government was the protection of
life, liberty, and the pursuit of happiness. I think that is
what this legislation is designad to do, if it is perfected.

Mr. McCORMACK. I agree with my distinguished friend.
I think reference to the general welfare includes all of the
worthy objectives of government mentioned by Mr. May.
Government in the past has had to extend its secondary
functions in order to control abuses which have arisen out
of the operation of private industry; government will and
must continue to do so in the future.

The primary functions of government are very limited.
The primary functions of government consist of protecting
our country against foreign invasion, of preserving internal
order, and by taxation to raice the money with which to
provide for these essertial duties of government, all of
which duties relate to the ratural law of self-preservation
in its application to a nation. When we get beyond the
performance of these dutics by government we enter into
what is termed the “secondary function of government.”
For example, the maintenance of our public-school system
is not a primary functicn of gov