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SOME PHASES OF SOCIAL ECONOMIC PLANNING

George M. Peterson
Giannini Foundation
University of California

. Two years cgo, before the so-called "new deal" started, I prescuted
“DPaper on "The Limitaotions of Social Economic Planning." That paver wes

S?t}y in the noture of o forecast and now that many activities have been

~ried on in the nume of planning, I want to reread some paragraphs from

2% paper with the wording chunged, so as to elimincte the forecasts wnd

ly the mecening to the past and present activitius,

- "The torms social and economic were combined in th:t und in this
(. °tr to designrte the tyve of ecomomic vlanning that has as its purposc
fi?@ral social welfare. Economic planning by classcs or groups within
;%z}ety'for their own rother than gencral welfare sometimes is very un-
' %al in character und purpose and for contrast can be designated cos

| "ivute ¢conomic planning.

!
?%m ?Social economic vlanning is p?imarily & oroblem of balancing =nd
oPromising selfish interests of individucls ond groups so us to sccurs
™ rger, morc stable, and o better distributed income for all the members

f that socicty.

g "Priyate econom%c‘p}anning is planning by individuals or £rouss to
;pH”Sfy thelr.own.selflsn 1nterest§. The most 1mpgr§ant characteristic of
ate plunning is that a larger income can be obtained by %wo somcwhat
ps)?Si‘be methods; (1) by plans to incresse the incowe by operating :ore
, sﬁciently and (2) by plans that will get more in exchange for the products
'mg' ?or short I called these two methgds of accomplishing the objectives
“Oducing more and cheaper' and 'extracting morc from others.!

! g "A producer soon finds that =s an individual his planning is

t%tted glmOSt entirely to bow to 'proquce more and cheaper.' He finds

he be is almost helpless in 'extracting more from others! and therefore
Joing.-cooperative associations, leagues for teriff protection, or signs

®s and marketing agreements.

"These orpanizations neglect planning of how to produce 'more znd
; &apern and concentrate their efforts on how to 'extract more from othors.!
| best way to get 'more from others' is to excrecise somc degrec of

i“cha "Mu?h of the sg-cal%ed cconomic planning for agriculture ;s unso?ial
i laracter because it does mot try to harmonizc and balance the conflict-
. & self-interests of agricultural and nonagricultural grouvs. Instead
Orecs or bribes farmers into the A.A.A. This governmental agency con-
frates its efforts on monopolistic limitation of agriculturnl production
t;f tg 'extract more! from the urben popul;tion. The excuse is that
“griculturc has been depressed and exploited by the other groups und

1
Qen
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?ﬁs type of planning will even things up. The ¢ffect on total social
Neome doss not scem to be considercd.

"Most of the economic planniag for other industrics thut is being
tI'ied is of this scme unsocial character. It imolics the regulation of
Prodguction by each industry so that it may 'extr.ct more from others! and
Bt what it considers faoir returns to itself, not what other industrics or
®Onsumers can of ford to pay. The objcctive secms to be to stabilizc the
%lue of past investments instead of adjusting such values to changing condi=-
lons. In order to do this the leaders suspended the anti-trust laws, or
fgol safeguard against organized selfish interest operating contrary to
“einl welfarc. Perhaps these lows necded some modification, but the prin-
“ole of preventing selfish groups from textructing more from othors! is
“ Necessnry part of social economic planning and therofore these laws should
% reinstated until something better both in theory and practice can be
Nstituted to take their place.

"The creation of new and larger coddified industrial groups has not
*limninated selfish interests but private olanning by such grcuos hus :.lmost
*liminated competition bhetween members of the groups which wus our old
?Onomic sufeguard for preventing monopolistic practices. This necessitates
“More rigid control by the central government than wais implied in our
Mti-trust lows. Income tuxes could be used to confiscate monopoly grins,
U there would still he a socinl loss in letting these groups temporarily
Xtract unreasoncble profits by limiting production. The socinl loss is
*fual the amount of physical goods not produced or destroyed.

X "The cause and effect reloationship between the greot number of vari-
ml@s involved in economic planning is like « multiple correlation prob-

‘M with the number of interdependent variables increasing with the size and
%mplexity of society and the degree of control of soecial plunning attemoted.

"The very complexity of the problem limits the degrec of planning
®3sible in a nation as large as the Unitcd Statese The best that cun be
e ig to try to control what appe.rs to be & few of the most imvort:nt
é:iublcs ot o given time and hope for good results. If this doesn't work

ght, try controlling some other varisbles or the scme vericbles in differ-
dircctions.

s "One of the chief limitations to social cconomic planning is the
ouTiculty of getting even socially minded men without any selfish interest
" Pet theories to agreo on what are the facts, what should be donc to

Wrease human welfere, and how to do it.

X "Social economic planning m:y apply to either or both production
?M distribution but we have always expected our systcm of production to
;etion us « system of distribution because production und distribution of
;Wome are closely interreluted; howcver, they are tied to eich other in
deh o way thot the connecting link sometimes keeps them together nnd some=

:MES holds them apart. Both mey move up or down together, or for any
thE-”,I‘oups,income may be pushed up by pulling production down. To romedy

® evils from the lack of any other system of distribution, so many sub-
Ps have tried to push up their incomes by price ~greements cund curtail-
ot op production that therc is not much left besides unemployment. Can

Eroy
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% improve this sad state of affairs and crcate a new system of distribu-
tion by social ecoromic planning of vroduction alonc?

‘ "The basic assumption behind most of the so-called cconomic planning
15 that since production and distribution of incomes are linked together,
tareful planning of the production program will automatically correct or
mprove or create @ better functioning system of distribution. No doubt
Fhere are some possibilities for improvement along this line, but the
Witerrelation between all of the variables connected with production are

% great that meddling with some of them usually makes matters worse. Very
lkely more progross could be made by placing the emphasis on planning the
Ustribution of income.

"Duc to the complexity of the problem, the inability of anyone or
Y committee of plamners to fully undcrstand and know how to manipulate the
Vurious forces to secure that indefinite thing called welfare, social
Cconomic nlamning tends to become limited to negative rather than positive
fetion., By wositive action I mean plans to increase welfare by making
Cttor utilization of resources so as to produce more with less cffort.
¥ negative action I mean the placing of checks, curbs, and restrictions
" private planning to prevent the incomes of society from decrcasing.

"Social economic planning of production is limited in a positive way
b aiding groups by such methods as research and extension which help the
‘Pmividuals to 'produce more and cheaper', and in a negative way to prevent-
‘ng groups from ‘'extracting more from others.f Social economic planning
% distribution also has positive and negative aspects. So far we have
&mdly sceratched the surface of the negative uspects of planning distribu-
[1on to prevent a concentration of wealth and income. Or income and
‘Nheritance taxes (purtly ineffective from tux exemption) have not been and
o not high enough to prevent unsocial accumulations of capital and con-
'ol of resources. In a positive way society has done & little in the
stribution of free lower education and semi~frce higher education, but
%% much with recreation and hecalth. We hardly recognize the biological
*eds of human beings as 2 busis for distribution except for a little
WiAe and FoERoAe charity. Yet we fully recognize property rights and
Aues by such acts as loans to banks, railroads, and formers.

t "I am in favor of a differcnt type of income taxation not only for
® purpose of financing the routine of government but one that recognizes
"“Ifare nnd distributes part of the income of socicty to human beings who
®Serve it. I om using the term deserve to mean a little more than just
;flogical needs., I would not stop with just a dole to the sturving un-
gployed. I'd include compensations to 21l producers who now os produccrs
“2lly need what they call surplus control. For exumple, insteud of helping
® cotton producers to extract more from the rest of society by plowing
"™er sotton, let them sell all the cotton that can be sold at any price

rm then tax society and donate to the producers thot need help, Call it

'oonus, bounty, or what not. This would result in a much smaller social
% and it would be just as easy, if not casier, to adjust cotton aorcage

tedemand by manipulating the amount of the relief funds than it is under
Present schemes.
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"This illustration should not be interpreted to mean that it is
"rong for the cotton producers or any other group to organize ond limit
Productions or mirketings so as to control what they call surplusess Such
®ontrol, however,must be considered us private economic planning to satisfy
heir own selfish interosts and not social economic planning for the
"elfare of cverybodye. Let us hope that soeinl cconomic planning may ot
ttst supplement private planning and increuse social welfare."

This ends the quotations from my paper resnd two yeors ogos I have
Wt changed my mind ot all, I am still in favor of social cconomic plon-
ﬁng, but I nm more convinced than ever that we must recognize the distinc-
lon I have tried to make between private and social cconomic planning.

Up to the present time very little social economic plznning has been
Eied by the idministration. It has been busy playing around with the
98t dangerous type of private plunning. The individuxl producers have
®en forced into organizations to eliminate competition between members
V monopolistic control so thut the industry as o unit can get more from
ers bv giving less in exchange.

0 A more dangerous type #f competition has been substituted for the

d kind of competition which was hard on the individual producers but

Sually good for soclety because it incrcased production. The new competi<
on between codified groups rcsults in less goods for all members of socicty.

R For excmple, homes ore not being built because codes huve forced
~*erial costs up to ncar the boom year levels while weges and incomes hove
g&&cd 50 far behind that poor consumcrs connot pay the codified priccs for
d and clothing and still have funds for building homes. The food pro=-
Qiers, cotton farmers, textile mills, lumber and hardware manuf-cturcrs
Hmnot all get o large share of o smaller consumerst income and therefore
fwy 2ll get less while ?hc poor laporcr- who‘dopond§ on chstruction
mmtemployment gets nothing but a little charity relief which he docs not
+ He wants work.

ing Of course, there are many other fuctors that affect the building
erStry’ such as interest rates which arc still 7 and 8 per cent to the
ph{?WUr who can get any funds even nt such high rates. Selfish intercets
s ttted the cercation of o home ioan bank to loon themselvos chcap money
. funds for refinancing doubtful mortgages but they have fought cgainst
Mé laws that would make cheap money aveilable to the pecople who want to
Wmld homus. L r?v?val of construction would help agriculture more than the
“bdic{'ﬁ'ﬂ' by giving more pcople some money to spend for agricultural

aQ
Qe

Prog, Consumers! coun?ils were cruated ip the N.R.A. and the d.a.0. to
W&hQCt the consumer§ put these orgenizations were g%von'almQSt no powerg,
shmevo hcurd.vory l?ttle cbout the consumer's Qrganlzatlon in the NeoR...s
cmmn.th? 50013}1Y'W1n§cd cgllego profgssgr reslgncg. ?he consumcrsf
biwmll in the A:A.A..ls malply o sta?lstlc?l organlz;tlon: I? nublishes o
moéefly bulletin wblch? aside frop }t§ price data, is prlma?xly o
Smmeg“nd& shuet.to Justify the activitics of the Aeiedie and is in no

%1 expression of consumer point of vicw.
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However, consumers have less repruscntation than is on most of
the control committees or boards orgunized for each commodity or industry.
O be a success consumers and the government should have at least one-
“1f of the total vote or power in coch case with the other half divided
ttween producers and loborcers. Under the present arrungements producecrs
@3 lobor have almost a free hand cxcept thot agricultural labor is not
*ly the forgotten mun hut the excluded mon coming under neither the N.R....
?‘tho Aelefis  Labor and cupital both want higher prices and larger incomes
o themselves so they cooporate to flcece the consumers =nd then stage a
‘ght between themsclves over the spoils.

In theory the N.R.\A. was to increase employment and purchosing

r by rcducing hours of work and increasing wages. In practice it is
Ilicult to say if it has accomplished any good. By muking comparison
;%th the month of March in 1933 when all banks werc closed for ncarly two
mfks, greot improvement can be shown, but most of this came before June
%en the NWReie codes really started. If we make compurison with 1931, the
mcond year of the depression, we find thot indbistrisl production, whole-
&fe prices, and factory employment arc about up to the level of thot year,
21 foctory puy rolls ure 15 per cent less. Construction now, in spite of
&3 the talk sbout public works, is onlys half of what it wuas in 1931 .nd
tly 2 third of what it was beforc the depression. If we make compurison

Other countrics we find that the dopression was o little worse in the
p&fcd Stxtes but if we make compzrison to 1928-29 instead of the low
Hwnts’ we find that they are as vell off or better in spite of the N.R...
%é?Ver, it may be possible to show that corpor:tion profits under the
%r“S rose many fold from the low point, and it is quite well known th-t
0 POrutions were permitted to satisfy their selfish interests ond pass
. A1 incrcased costs plus unwarr:nted profits to consumcrs so that mnny
¢ tgain paying regular and extre dividends.

Dowg
diff

. The Asieie is based on some very pcculisr theoriss and assumptions.
81211 state some of these briefly:

SN (1) Farmers are assumed to hove had lower incomes than comparable
Mms§es between 1920 and 1929 and since. The best focts I cun find, os
Fh‘lshed An my article on "™7ecalth, Income and Living" in Journal of

"M Beonomics, July, 1933, show that this is nov truc.

o (2) That 1910-14, the highest point ever roeuched in form prices

&bmée the *or is to be considered normal. Some of you miy have read

%ti.tbo "High Cost of Living," The Country Lifc Commission, .nd other

t, Vitics arising from the evils thot existed then. However, those condi-
S are now nssumed to be normal snd desirable.

(3) Thet production should be xdjusted to demand as measured by
If the consumers are unemployed and have low incomes and cannot
'd to pay the prices desired by the privete plonning ageneics, then

Pricch
foo Qe
th

0

roconsumurs are to be tuxed and the funds used to pay the farmers for
4 Yeing lcss so as to bring production in 1linc with cffective demnnd,
rding human necds for food =nd clothing.

Sregn
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itt (4) That by taxing purchasing power awny from consumcrs and dgn;ting
ﬁths h? farmers, they will buy so many more goods that omployment in
"% will be greatly inercascd.
iy . Wouldn't employment be greoter if consumers spent th?ir incomesJ
gy, lystgad of having the formers turn a large sha;e of it ovur to the
¥ 1n interest payments?

:’1 ]

ty, Oficourse it was hoped that some of the funds exbtracted from others

mic Biven to furmers would come out of retnil, who}c;aie, transportation

%eerCOSSing marginse. However, with smaller quant1t1e§ to handle the

i%“f:Zy m.rgins beecome larger and the unnecessocry margins also tend to
%se,

Fh&t These processing tuaxes result in guadruplg tnxati?n o? CONSUMETrS .
%ﬁmizy the taxcs as taxes, second by higher p#}ces{ third by smaller

ey l¢s, and fourth by thg f;ct tbat the rctal} seles taxes of many

%, % tax the tux and the higher prices ulready imposed upon the consumer.
ty onder meny of us find it herd to make ends meet and almost impossible

*2tinuc making voluntary contributions to charity.

Yng, « These two mjor =activities of the "New Decal", the N.Riie and'the Sedele
%le? practically nothing that can be in any sense considered social
1%w?l° plenning. They are both large seale private planning by seltish
p%GUSts and, unless controlled by laws, rules and regulations more
Pl than the old anti-trust laws, will tend to do more harm than good.
St A fow of the other activities of the "New Dezl" contain some char-
b Tlstics of social economic plamning, but on the whole they are fincnced
80cial methods which tend to nullify the cffects.

) The most humane piece of proposed legislation which attempts to
hs?mrd public henlth by cstablishing better pure food and drug laws
fk;Qt becn able to get by the selfish interests thot would poison and
® tho consumers for the sake of money profits.

Sg\‘f

tbe The truth in securitics and stock cxchange control bills are nega=
Yt Orms of social planning. They only attempt to prevent sc¢lfish intcr-
% ~Tom fleceing the public by the same old methods. Chances are thut

“ethods and loop holes in the law will be found.

P%h The C.CeCo, CoWeie, and F.E.R.ie are forms of charity by which
g, “Fe borrowed from weulthy by tax exempt sccurities und split beotweon
KH?GFS and the ncedy. But when do interest and principal payments stort
"0 puys? The government cannot continue indefinitely by borrowing.
Q%hhThe TeVei., the subsistence homesteads and the purchose of sub=
) “1 land may be steps in the right direction, but are on too small a
v to accomplish much in‘:solving our mxjor problems, and why should the
Ment have to pay borrowed moncy for worthless land?

Uy, ?he purchase of silver is mainly soft soap to hush up the selfish
T interestss The devalustion of the dollar was o cowardly act to
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1

¢

-?ate fake revival while it luasted by avoiding the real problems and
quSS. This procedure might be repeated three or four times more before

° bubble would burst. The monetary experiments, including leans to banks,

”nllroads, farmers, and production control toraise prices, must all be

sf“QGd together as attempts to maintain past property values. Credit
lids of farmers are stressed and falling land values dep¥orad even though
a&: than one-third of the farmers own their farms, nearly half rent $rom
3bm:ntee lendlords and a fourth from mortgege holders. iTot much is said

tﬁ,F corporations, but the N.R.i. hos been a greet help to them in main-
Itn}ng ungarrented capital structurcs on which they must carn profits.

Soﬁ@kes quitc a stretch of imagination to find wcnything that looks like
lhcgl welfare in rules and regulations that rcequire efficicent textile
mm&ne?y to stand idle a fourth of the time, when a large per cent of the
e.&tlon is poorly clothed and Japan runs her mills over time and grabs

7orlds markets.

hfo Sooner or 1gtcr social ecgnomic plonning will be neccssary. Huyan

g ; henlth and right to work will huve to be placed above property rlghts

w238t dollar vilues. Welfure depends on ~bundance of goods and services
¢ property values which are now so sacred depend on scarcity.

mnwt Most of the p?esent ugtiv%tie§ cullc@ planning recognize thot tbe
%t;meftal problem is the dls?rlbutlon o? income among, members of socicty.
pﬁvo: fer only lnr;c‘scalo pr}vnte planning has been attempted. ?hcso
Wcﬁse plons try t? increuse incoms to ?avored groups by control}lng pro-
N und extrrcting more from others instead of ceructing more income for

¢ Svep . X .
;tﬂmybody. Large seale orivaete planring by sclfish interests con never
ot he place of social cconomic plenning, and such private plamning does

a%@nc

Scome social in character by the simple process of creating government
of not¢S sponsored by the same sclfish interests to legulize the extraction
More from others."

hwio Do you rezlize thut less than one-eighth of one per cent of the povu-
to n'got more than two-thirds of 211 the dividends poid by all corporations
mirmlviduals. Thut this same small zroup wlso gets most of the interest

* Thxt income¢ from preperty in the form of dividends, rents, interest
:Oy&ltics amounts to approximatcly onc-third of the totul nutional

o Ie ~nd aecrucs to u very sm:ll percentage of the population, which
%StZYOWns he property, or the still smaller porcoentige thot controls

dong the weslth of the country. So far pructica}ly nothing has been
sk@mdo correct this maldistribution of weulth and income which is so

ng that to plot it on ordin~ry sraph paper with the incomes of luborers
o h“rm@rs about un inch above the zero or besc line would require o strip
depe? over a quarter of a mile in length und even then the lorgest indi-
' Incomes would f211 beyond the end of the puper.

lnco

d%agt Bquul distribution of wealth and income or eommunism would be

iy ; Tous but the present incquality is cven more dengerous beecuse if it

Q°mmmiche°ked and corrceted it will l?ud to o complete breakdown of our

fm.co ¢ system and to Fascism, Communism, or what have you to substitute
Mmon sense and social justicc.
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So far the activities called olanning heve concentrated the wealth
? future incomes more than before thre depression. Neerly ten billion of
h@ee”SWOt bonds have been issued. Menv of the old midile or lower clusscs
they used up their small savines while the farmer and home owners have lost
T cquity and even if the proverty hos been refinanced by the government,
“® holders of the government bonds ure the real owners.

" The President in his svceches has promised to do somet:ing about
lVlnv the money changers from the temple" but so far he has only mortguged
1‘ tbﬂo¢e to theu. The revenue act passed by Congress may olug up a fow
i P holesg by which the rich escapcd payins even a share of the taxvs, but
. 20¢s practicelly nothing about bringing about a redistribution of wealth
Income on a more cquitable basis which would make it possible for those

V
ke . . c s
Ilca.n institutions which we glorify in songs und political spezches to
.
Ve

SQWt Since the flru draft of this puper was written, modifications have
whig) ed 1@ the N.R.... and the Pru51dupt haf dclivered MeSSaR:S ?o Congress
801“ indicate that we cun cxpeet legisletion next year wblch will be morc
al in character and which will orovide for more positive olannine for
tglﬂl’m 1fare. But he apoarently hopes to do this by voluntary contribu-
Mu and not be botter distribution of incomuse. Such l?glulatlon mey not
n3°bbecause the selfish interests that bencfit from privete planning are
‘Orectt“r organized thun ever before and il)l fight anything thut may mean
incone and sccurity for the com:on peoplce,




