CHAPTER 21- "THE TOWNSEND PLAN"
(In this Chapter Dr. Townsend tells us the story of the beginnings of the Townsend Plan, and he reproduces the famous Letter to the Editor of the Long-Beach Press-Telegram, which started the whole thing.)
As I look back upon it, I can see that the Townsend Plan was not born all in a lump, but took gradual shape. Certainly it has undergone evolutionary revision since it first saw the light of day in cold print back on September 30, 1933, in the vox pop columns of the Long Beach Press-Telegram. Essentials of the measure now before the United States congress are the same as those in the first proposal offered to America ten years ago. But a few details have changed. The first draft of the Plan in the form of a letter to the editor, read:

	"If the human race is not to retrogress, two facts of essential importance must be recognized; the stimulus to individual effort must be maintained by the certainty of adequate monetary reward.

 "If business is good at all times, we need not worry about the reward of individual effort; and if money is plentiful we need have no fears that business will become bad.

"Of late years it has become an accepted fact that because of man's inventiveness less and less productive effort is going to be required to supply the needs of the race. This being the case, it is just as necessary to make some disposal of our surplus workers, as it is to dispose of our surplus wheat or corn or cotton. But we cannot kill off the surplus workers as we are doing with our hogs; nor sell them to the Chinese on time as we do our cotton. We must retire them from business activities and eliminate them from the field of competitive effort.

What class should we eliminate, and how should it be done: Wars have served in the past to hold down surplus population, but the last big war, in spite of the unprecedented slaughter, served only to increase production, while reducing the number of consumers.

"It is estimated that the population of the age of 60 and above in the United States is somewhere between nine and twelve millions. I suggest that the national government retire all who reach that age on a monthly pension of $200 a month or more, on condition that they spend the money as they get it. This will insure an even distribution throughout the nation of two or three billions of fresh money each month. Thereby assuring a healthy and brisk state of business, comparable to that we enjoyed during war times.

"Where is the money to come from? More taxes?" Certainly. We have nothing in this world we do not pay taxes to enjoy. But do not overlook the fact that we are already paying a large proportion of the amount required for these pensions in the form of life insurance policies, poor farms, aid societies, insane asylums and prisons. The inmates of the last two mentioned institutions would undoubtedly be greatly lessened when it once became assured that old age meant security from want and care. A sales tax sufficiently high to insure the pensions at a figure adequate to maintain the business of the country in a healthy condition would be the easiest tax in the world to collect, for all would realize that the tax was a provision for their own future, as well as the assurance of good business now.

"Would not a sales tax of sufficient size to maintain a pension system of such magnitude exhaust our taxability from our sources?, I am asked. By no means--income and inheritance taxes would still remain to us, and would prove far more fertile sources of Government income than they are today. Property taxes could be greatly reduced and would not constitute a penalty upon industry and enterprise.

"Our attitude toward Government is wrong. We look upon Government as something entirely foreign to ourselves; as something over which we have no control, and which we cannot expect to do us a great deal of good. We do not realize that it can do us infinite harm, except when we pay our taxes. But the fact is, we must learn to expect and demand that the central Government assume the duty of regulating business activity. When business begins to slow down and capital shows signs of timidity, stimulus must be provided by the National Government in the form of additional capital. When times are good and begin to show signs of a speculative debauch such as we saw in 1929, the brakes must be applied through a reduction of the circulation medium. This function of the Government could be easily established and maintained through the pension system for the aged." 


