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6. Leading Retailers Propose a Solution, 1934

Although the number of persons receiving relief under the Federal Emergency Relief
Act varies from month to month, the most reliable figures indicate that nearly 18
million individuals are now in that class, a great proportion of whom are, of course,
the unemployed and their dependents. To them, however, must be added approxi-
mately two million more who are disabled from carning a livelihood: dependent
children, widows and aped, disabled veterans, the blind, the sick, those rendered de-
pendent by injury and accident, and the defectives. These are supported by various
funds, philanthropies, or in institutions, and are like the major group of 18 million,
taking only a small part in the national economy as consumers. The effect of the
withdrawal of this large body from the consuming line goes even farther. Their
inability to operate as buyers of food diminishes immediate consumption, and
therefore has an effect on daily commerce which, in turn, nffects the productive in-
dustries. So that the longer this body of non-consumers exists, the more it tends to
draw new recruits to itself, and the more insecure becomes the footing of those indi-
viduals who are still capable of eaming and consuming. This means that the man still
on the payroll is perpetually conscious of the 20 millions of non-eamners whom he
may at any moment have to join, and his fear of being swept away from his job acts
as a check on his impulse to spend his earnings. On the other side, dividends and
profits are also adversely affected, and the high rate of expenditurc is checked there.
The 20 millions whe cannot buy are the central fact of the economic situation. . . .

The wage-earner’s natural tepdency to spend, which is spurred both by the gen-
etal standard of living and advertising, is checked whenever he is temporarily out of
employment, and whenever he feels insecure in his employment, on account of the
hazards which we now analyze:

1. Unemployment

Even in normal times a certain number of men and women desiring work are unable
to find work. Since 1920 this number has never fallen below a million and a half,
From 1927 through 1929 it stood at two miliion. . . .

... It is estimated that in March, 1933, that number was between 12 and 14
million persons.

2. Insufficient Wages

No accurate statistics exist under this heading,. It is known, however, that even be-
fore the depression certain families on the relief rolls were there because the income
of the wage-earner in the family was insufficient for the bare necessitics of life.
This may have been due to the incapacity of the individual to find better paying

From "Retailers Economic Security Plan,” Box 21, Papers of the Commitiee on Economic Security, RG
47, Records of the Social Security Administration, National Archives,

.
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Summary i1 e

As any individual succumbs to one of the hazards noted above, his power of con-
sumption is instantly reduced and in a short time almost completely nullified. Fur- i o
thermore, he takes with him his dependents, Finally, the existence of these hazards @ - Reprntedbyf
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if 8 permanent threat 1o the worker, against which he must protect himself; and a
certain part of this protection is, again, money withdrawn from consumption.

ESSAYS

In the first essay, Theodore Rosenof shows how different ways of understanding the
causcs of the Great Depression yielded a debate over appropriate political solutions. In
the second essay, Roy Rosenzweig assesses cfforts to rally the unemployed in the early
years of the Depression, noting both the organizational and political constraints faced
by unemployed workers, and the importance of their expericnce to the coming of in-
dustrial unicnism and the welfare state.

Understanding the Crash
THEODORE ROSENOF

The roots of the debate over racovery centered on the concept of economic maturity, a
concept derived from an analysis of Amcrica's economic past, a concept with far-
reaching implications for America’s economic future. Espoused by various New
Dealers, progressives, and radicals, it led squarely to the purchasing power thesis. Im-
plicitly it led beyond: radicals saw it as a basis for a new cconomic “system.” Its
epochal implications were sharply rejected by conservatives, The key departure from
the “porm” in their view (based upon classical economy and confidence hesis as-
sumptions) was the New Deal itself. Further concepts developed in this context in-
cluded the idea of “artificial prosperity™ and the idea that Americans historically had
tried to find “easy” ways out of their hard dilemmas. The question posed was, would
Americans now truly confront or again try to escape from their problems? In terms of
the logic of those who espoused the mature economy theme (if not in terms of their
practical applications), the time had now come at last for just such a confrontation.

As the depression persisted through the years, as times became worse—culmi-
nating in the crisis of 1933—rather than belter, the optimism of the first months fol-
lowing the crash gave way among some Lo a view that the depression was no mere
crash or panic, that it marked an epochal stage in the history of capitalism, that it re-
flected deep-seated and organic changes in the econoemic order. This view was ex-
pressed both in economic theory and in the economic thinking of political leaders.
Cpposed to this view, which reflected the pessimism of the time, was a second,
which reflected the perlinacity of the time. As econormists and politicians of the left
advanced the economic maturity thesis, economists and politicians of the right reaf-
firmed the verities of classical theory, steadfastly arguing that the downturn was but
temporary and that its severity was due to factors external to the system itself.

Reprinted by permission of the author.




