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started a campaign  to  rehabilitate  the Aeet a t   an estimated 
cost of ~250,000,000. 

Thus  under  the  popular sponsorship of the  monarchy 
the  arms boom has  got  well  under way-the aircraft  pro- 
gram  leading, the naval  program following. It is not cer- 
tain  that  the  aircraft boom, either  in  Parliament  or on the 
Exchange,  will decline hereafter,  but  it is certain  that  trad- 
ers will be a little  more  catholic in  buying their  armament 
shares. Witness  the following. Immediately  after  the cam- 

paign for a new navy was launched,  the  firm of Vickers an-. 
nounced that it had completed  steps to acquire all of the 
share  capital of Vickers-Armstrong,  amounting to $17,464,- 
251. This  firm, according to  the financial editor of the 
News-Chronicle, has “assets of great  potential value, includ- 
ing control of the  English  Steel  Corporation,  in  addition  to 
ordnance  and  armament works.” T h e  editor concludes: 
“Although  Vickers 6/8 shares  have risen to  nearly 15/, I 
would  not sell.” 

* By LEWIS COREY 

TRAGIC contrast  torments  the  world. , It is the 
contrast between capitalist decline and decay, with 
its menace of fascist  barbarism, and  the economic 

and  cultural promise of a liberated collectivism which pro- 
vides all the elements of socialism. 

One  element of socialism is the capacity of industry 
to  produce abundance. It is wholly possible, on the basis 
of existing  American economic resources, not  only  to abol- 
ish poverty  but to make plenty available to all. There  are 
efficient means of production,  all  the necessary labor  and 
raw  materials,  including  the increasing  creation of synthetic 
materials,  and  constantly  larger masses of scientific knowl- 
edge capable of technological  application. By  freely  and 
fully using all  our economic resources and by limiting in- 
comes to $10,000 (a limitation  that  would affect only 350,- 
000 persons out of 52,000,000 gainfully  occupied), every 
family can be  assured the  minimum income of $4,000 yearly. 
Yet,  in  the most  prosperous year 1929 the  majority of 
wage  workers  had incomes below 92,000; while SO per cent 
of the members of the  middle class, which,  in  the  futile 
hope of saving itself under capitalism, may  rally  to  the 
program of strangling  the  productive forces, had incomes 
below $3,000. Socialism, moreover, by utilizing  the  more 
efficient  techniques already offered by science, can again 
increase the  output of goods and services even while  it 
multiplies  creative leisure, and  remake  the world, 

Another  element of socialism is found  in  the collective 
forms of economic  activity with whose efficiency the capacity 
to  produce  abundance  is inseparably  identified.  Economic 
activity is now  institutional,  not  personal; collective, not 
individual,  Ownership in the  dominant  corporate  industry 
is separated  from  management,  Stockholders  perform  no 
function except that of ownership, and  the passive nature 
of this  ownership  strips it of all social value. Initiative 
and  management  are impersonal,  cooperative, and collective, 
the  functions of hired men. There  is no economic indivi- 
dualism:  wage  workers  and  salaried employees must con- 
form  to  the  rhythm of the machine and  the discipline of its 
organizational relations. But  the old relations of individual 
ownership  and  appropriation  still prevail and  fetter  the 
productive  forces ; hence the clash of new  and  old social 
orders. For  collectivism, which  increasingly includes  the 
performance of professional and  cultural services, represents 

a vast socialization of economic activity-the objective basis 
of socialism. 

Only a  simple change  in  the capita1i;t relations of 
collectivism is needed to transform it into socialism. Own- 
ership is vested in a  decreasingly small class and  stripped 
of all  constructive  functions:  why  not social ownership? 
T h e  majority of the people-80 per  cent of thern-are 
employees dependent on the ‘oligarchy of monopoly capital- 
ism:  why can they  not  work  for  the self-governing com- 
munity of labor?  Industry is collective but  appropriation 
is still  individual:  why not collective appropriation  of  the 
fruits of collective labor?  These changes would  instantly 
release the forces of production  and  consumption;  the capi- 
talist-fascist alternative is to  strangle them. 

T h e  third element of socialism is conversion of the 
mass of the p e o p l e 8 8  per  cent of them,  including  more 
than  two-thirds of the  middle class-into propertyless de- 
pendents on social property  owned by a small  capitalist 
minority. Wholly typical and  dominant is the  proletariat of 
wage workers. But  the  working class includes  in the  larger 
sense the masses of lower-salaried employees and professional 
workers. For  they  are  not a “new” middle class in  any 
economic sense. They developed within  the  orbit of the 
middle class and may still accept  its ideals, but  they  are 
thrown  out of the class by their propertyless and  dependent 
condition. The  term “new  middle class” has  definite  mean- 
ing and application only  to  the  higher  managerial  and  sup- 
ervisory employees, who  are essentially  “institutional’’  capi- 
talists.’ T h e  masses of lower-salaried employees and  pro- 
fessional workers  are economically and  functionally a “new” 
proletariat,  separated  from  ownership of the means of pro- 
duction  and  dependent on the sale of their  labor  for a  liveli- 
hood. Their immediate  and  final  interests  are  one  with 
labor  and  the  struggle  for socialism. 

Proletariat  and  salaried employees, including profes- 
sional workers,  are  the  product of the same forces which 
transformed economic individualism  into collectivism. T h e  
first  step of capitalist  production  was  to  convert  independent 
artisans  and  craftsmen  into  wage workers. Salaried em- 
ployees, as  a  distinctive and  important  group, developed 
much later.  They developed when collective  large-scale 
industry began to  transfer  the tasks of administration,  man- 
agement,  and supervision to  salaried employees, who, for a 



August 28, 19351 The Nation 239 
i 

time, grew  more  rapidly  than  wage  workers.  Collective 
forms of economic activity  transformed increasingly larger 
numbers of independent  enterprisers  into  wage  workers  or 
salaried employees, performing dependent, routine tasks. 
Hence,  in economic origin  and  function,  wage  workers  and 
salaried employees are identified with  the collectivism which 
is the basis of socialism. 

This identity of interest is strengthened by increasing 
proletarianization. T h e  scarcity value, economic security, 
social standing,  and incomes of salaried employees made 
them  clearly  members of the  middle class in  the  earlier 
stages of capitalism. But collectivism proletarianized  their 
functions  while  multiplying  their numbers. Most  salaried 
employees were  converted economically into  wage  workers 
and most  professional independents  into  salaried employees. 
They  may  still  cling  to middle-class  ideals, but defense of 
capitalism,  except  in the case of salaried employees, is wholly 
opposed to  their economic interests. 

Salaried  labor  is increasingly  mechanized and becomes, 
even in  the case of  professional workers,  the mere perform- 
ance of routine tasks. Scarcity  value is destroyed, economic 
security  and social standing  are  undermined,  and incomes 
are  relatively  lowered.  This appears most clearly  among 
the millions of clerical employees. T h e  clerk  was  formerly 
a  confidential employee who  might aspire to become a firm 
member or  to  marry his employer’s daughter;  now  he per- 
forms  the  most  routine  tasks  and in 1929 earned  an  average 
of $1,400, not much more  than  the  wage  worker’s $1,200. 
The average of all  lower-salaried employees and profes- 
sional workers  was $1,800: the  average of millions of 
organized skilled workers  was much  higher. Proletariani- 
zation  was  sharply revealed and accelerated  by the depres- 
sion: millions were  thrown  out of work  or  had  their salaries 
slashed, their  security  and privileges  destroyed, although in 
former depressions they  had been measurably  protected 
against  the cyclical storm. 

T h e  fate of lower-salaried employees and professional 
workers, moreover, is inseparably  interlocked  with  labor by 
the increasing .misery of capitalist decline. T h e  increasing 
misery of the  earlier  stages of the  Industrial  Revolution, 
which  was accompanied by economic progress and  multi- 
plication of the  productive forces, affected only  wage  work- 
ers  and  peasants;  salaried employees multiplied  more 
rapidly,’  the  new technological basis of industry needed the 
services of more technicians, and professional independents 
thrived on rising standards of living in the  middle  and 
upper classes. Now, however,  increasing  misery is accom- 
panied by economic retrogression  and  strangling of the 
productive  forces; millions of salaried employees are  thrown 
into  permanent  unemployment,  along  with  still  moreamil- 
lions of wage  workers,  while  the  performance of profes- 
sional  services,-now largely  dependent on the masses, must 
be  severely  limited  by lower mass standards of living. 

United by their  origin  in collectivism and by their 
propertyless, dependent  condition,  the  identity of interests 
of wage  workers  and  salaried  and professional workers be- 
comes final in socialism, which arises out of the  transfolma- 
tion of collectivism. Socialism is the  creative  ‘unity and 
meaning of the class-economic changes wrought by collec- 
tivism, including  the  increasing  disintegration of the old 
middle class and the upsurge of the “new,” all of whosr 
useful  functional  groups  are necessary under sociaIism. 

T h e  struggle  for socialism proceeds outside  the  orbit 
of the  middle class. For that class is no longer  the  carrier 
of a new social order; it is split by discordant  interests  and 
the clash of new  and  old social orders  among  its  antagonistic 
groups. As surviving  small  enterprisers try to solve their 
crisis of property  within  the  relations, of capitalist  produc- 
tion  and  the  higher-salaried employees cling to monopoly 
capitalism, they  drive  the  middle class toward fascism. 
Hence  the  struggle  for socialism proceeds within  the  orbit 
of the  working class, which includes the masses of lower- 
salaried  and professional workers--9,000,000 of them  out 
of a middle class of 13,000,000. 

As  the crisis of employment  drives  the  salaried  and 
professional workers  toward socialist liberation of the pro- 
ductive forces,  they must discard their  inherited class al- 
legiances, an ideological break  which is the  whole problem 
of rallying  the  “new”  proletariat.  They  must discard their 
inherited  antagonism  to  labor;  the  antagonism  is  against 
their  own  interests,  it  profits  only  the  independent  enter- 
prisers and higher managerial employees, and  it is inflamed 
by fascism for  its  own  barbaric purposes. ,They  must  grow 
an economic  backbone  by the  organization of unions  and, 
through  the unions, work actively i; a labor  party based on 
aZZ unions. These  are  all  means of struggle  for  the im- 
provement of conditions and  against  the menace of fascism. 
But as the crisis of capitalism becomes worse, it appears 
clearly  that defensive action is not enough. For  under con- 
ditions of economic decline and decay mere  reformism drives 
the  two  groups of the  working class apart  and replaces 
united  struggle  with a dog-and-cat fight for  “salvation” 
against one another. T h a t  creates  the  opportunity  for 
fascism, which offers to  make  salaried  and professional 
workers an important caste in  the  new  reactionary set-up, 
and destroys  all  chance of rallying  to socialism the-poorer 
small  enterprisers, especially the storekeepers. It becomes 
clear  that  the  only  answer  to  the  increasing misery of cap- 
italist decline and  the menace of fascism is the communist 
struggle  for  the  overthrow of capitalism  and  the  transforrna- 
tion of collectivism into socialism. 

T h e  planned economy of socialism, unfettered by the 
vested interests of capitalist profit, imposes an unbreakable 
control  oyer economic activity  and  liberates  the forces of 
production  and consumption. T h a t  the  control  works is 
amply proved by the Soviet Union.  During five years of . 
the depression the  United  States suffered a loss of 260 
billion dollars in  goods and services which  might have 
been produced if prosperity had  not broken down  in 1929: 
the  total losses of the  capitalist  world  are  probably 700 
billion dollars. T h e  only  nation  which escaped the depres- 
sion is the  Soviet Union;  its  planned economy, by prevent- 
ing a cyclical breakdown, produced around 75 billion 
dollars’ worth of goods and services which  would  not have.. 
been otherwise produced. T h a t  is one aspect of creative 
socialist control. 

W h a t  becomes of the  middle class under socialism? 
T h e  class has  already gone through  two  transformations. 
By the  sixteenth  century  it  had become a petty bourgeoisie 
and begun its unsuccessful war in defense of small  property 
against the big bourgeoisie. After  the  Industrial  Revolution, 
with  the onsweep of collectivism, the  middle class became 
decreasingly  a class of propertied  independent  enterprisers 
and increasingly  a “class” of propertyless, dependent sal- 



240 The Nation [Vol. 141, No. 3660 

aried employees and professional workers. T h e  third  and 
final  transformation  appears  under socialism: the  old  middle 
class of independent  enterprisers completely  disappears, their 
functions absorbed  in the  fuller collectivization and sociali- 
zation of industry,  while  the useful functional  groups  in 
the  “new”  middle class-the “new” proletariat-are ab- 
sorbed in  the  community of labor. Socialism completes the 
process, already almost  completed under capitalism, of con- 
verting  independent  owner-managers  into employees, while, 
employees are  liberated  from  their dependence on monopoly 
capitalism.* They  are  liberated by the  right  to  work  and  to 
an income, by the  protection of all-inclusive  social insurance, 
and by the increase of leisure  and independence. 

T h e  upward movement of economic activity  under 
socialism would  mean a constantly  greater need for  the 
functions  now  performed by salaried employees. Socialism 
means a greater  demand  for  clerical  and  managerial  and 
supervisory workers. For as economic activity  more fully 
realizes the promise of technology,  completely automatic 
production,  it becomes more  and  more  an  activity of organi- 
zation,  management,  and supervision. But  when  managerial 
and supervisory functions  are  stripped of their  exploiting 
capitalist  relations,  their  performance becomes wholly a 
form of productive social labor. 

T h e  number of technicians must  grow  as  automatic 
production  grows  and  more of the  work is performed by 
technicians. Their  craft  function  is  liberated,  while  manual 
workers  are increasingly converted  into technicians. This  
is of the  utmost  cultural significance, for it breaks down 
the  distinction  between  manual  and  mental  labor, a ten- 
dency  already  apparent  in  the  most  modern  existing plants. 
T h u s  technology itself confirms one of rhe most derided 
“utopian”  ideas of K a r l   M a n ,   w h o  fifty  years  ago  wrote 
of the  “higher phase of communist society, after  the enslav- 
ing subordination of individuals to the division of labor  and 
with  it also the  antagonism  between  mental  and manua1 
labor  have disappeared, after  labor  has become not merely 
a means to live  but  is itself the  first necessity of living.’’ 
Obliteration of the division of labor,  which  means  that  it 
increasingly becomes a function of the mechanical  equip- 
ment,  depends for  its  fulfilment  upon socialism, with  its 
unlimited ‘technological  application of science and  its mass 
participation  in  higher  learning. T h a t  means a cultural 
revolution whose creative  value is incalculable. 

As the economic surplus  and  standards of living rise 
under socialism, there is a constantly  greater  demand  for 
professional services. Unlike  the  tragic  situation  now pre- 
vailing-millions of people denied professionaI services 
while  the  performers of these services are  degraded by un- 
employment-socialism liberates  the professional workers by 
providing  conditions  for  the  free  and  unlimited  performance 

I 

*Independent enterprises which do not employ labor are  not Imme- 
diately soclallzed; this is artlcularly true of small storekeepers, who are 
formed into cooperatwes &hey now form “voluntary” chains) as  a step 
toward final soclalization. Socialization of larger enterprises 1s immediate, 
and it means thls: their salarled managers work for the community Instead 
Of for  a  handful of parasitic stockholders. Nor IS it necessary in  the  Unlted 

necessary m the Soviet Union because of the preponderance of an indlvl- 
States to proceed rapldly wlth the collectrvlzatlon of agriculture. That was 
duallstic peasantry and the backward state of agriculture. The larger 
American farms-roughly 40 per cent of the total with 80 per cent of the 
output-would  be socialxed  and the smaller farms formed into cooperatives 

socla11zation, as only that could solve the problem of farmers bemg dis- 
(alfeady used by the farmers). Experience would prove the necessity of 
laced by more efficient agnculture,  for whose products there is a limit. 

fn  the last  analysis, however, soclalization of agriculture would become 
complete most rapldly m the Unlted  States, because of the greater mechaniza- 
tlon. That involves the planned unlty of Industry and agriculture, including 
decentrallzahon of the former. 

of their  craft functions. T h e  tendency’ is already  clearly 
apparent in the Soviet Union. Two non-Communists, 
A. Newsholme  and J. A; Kingsbury,  report  that socialization 
of medicine in  the  Union,  which  they consider a “great 
achievement” and a “challenge,” has “removed the  doctor 
almost completely from  the field of monetary competition 
and  has  thus abolished a chief source of inadequate medical 
care.” T h e  socialization of professional services offers their 
performers  more leisure, more  satisfactory compensation, 
and  more  opportunity  for  creative labor. 

Socialism  opens up immense possibilities for  educational 
workers:  the  mere  introduction of smaller classes would 
be an achievement and  multiply  the  number of teachers, 
easing burdens  and  making  the  work  more productive. 
Complete  realization of socialism and  the  transition  to com- 
munism,  moreover, are inconceivable wisthout an increasing 
mass participation in  higher  learning,  for  cultural  and not 
merely occupational purposes. In the Soviet Union  the 
Five-Year  Plan for 1932-37 calls  for  universal, compulsory 
high-schod education-the first  time a nation  has  set itself 
that objective. This,  according to Valerian V. Ossinsky, 
is a “decisive step toward  the abolition of all  distinction 
betwen  the  manual and the  mental worker.” T h e  final 
objective is universal college  education. For socialism can 
accomplish its grea t   purpose the  creation of a new  man, 
master of himself and of his world-only by a cultural  up- 
surge  which involves the  transformation of education. 

Thus  socialism offers the  useful  groups  in  the  middle 
class the  liberation of their  craft  function  and  multiplication 
of the  opportunity  for  its  performance,  whereas a declining 
capitalism  and fascism offer the  direct opposite. T h a t  
socialism moves in  that  direction is amply proved by the 
tendency in  the Soviet Union. An American socialism, 
moreover, would  realize its aims much  more easily and 
rapidly, as the objective  economic basis of socialism”co1- 
lectivism and  the capacity to produce abundant-is most 
highly  developed in  the  United States. T h e  tasks of 
socialist construction  were  enormously complicated in the 
Soviet Union by its  low economic and  cultural  heritage; 
the Bolsheviks were forced to devote the  major  part of 
their  great  work  to  industrialization, a task  already accom- 
plished  by  capitalism in  our  country,  where 75 per  cent of 
the problems, difficulties, and mistakes of the Bolsheviks 
would simply not arise. O u r  task  would be the  compara- 
tively  simple one of introducing  the  relations of a socialism 
whose economic forms  are  almost  fully in existence. 

Unlike fascism, which  makes an ideal of dictatorship 
and  authoritarianism, socialism includes liberty, equality, and 
democracy  in new  and  higher forms. Communist  dictator- 
ship is wholly  functional  and  temporary:  it is destroyed  as 
socialism abolishes classes, multiplies  abundance  and leisure, 
and makes higher  learning  available  to all. T h e  old  middle- 
class ideal of the  liberty  and  equality of men owning  their 
means of livelihood becomes the  liberty of labor  and  the 
equal  right  to  share  freely  and  fully  in social property:  the 
always  limited  and  now  dying democracy of small  owners 
of property becomes the democracy of the  self-governing 
community of free  workers.  Economic  individualism is re- 
placed by the  freedom of human  and  cultural individuality. 
T h a t  means  the  rebirth of democratic ideals, not  their 
fascist  death. 

In  this crisis of civilization, of which  their own class 
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crisis is an aspect, the  members of the  middle class may 
recall  the  great expression of the bourgeois struggle  for 
power, the  Enlightenment,  that magnificent xejection of 
the  traditional  and defiance of ‘old  ideals, passions, and 
prejudices. T h e  spirit of the  Enlightenment,  according  to 
Immanuel  Kant,  was  “liberation of man  from his state of 
minority,  the incapacity to use one’s understanding.” I t s  
motto was, “Dare  to  understand!” It meant, in the  words 
of Thomas Jefferson, the  foremost  American  exponent of 
the  Enlightenment,  “to go forward  instead of backward, 

to disbelieve that  nothing  can be devised more  perfect  than 
was established by our  forefathers.”  We, too, must  reject 
the  traditiona1  and  defy  old ideals, passions, and  prejudices: 
we  must  dare  to  understand. T h e  answer to  the new bar- 
barism  must  be a new  Enlightenment, whose elements  are 
provided by Marxism:  the perceiver of a new  world  and 
its  creator.  Dare  to  understand:  forward,  not  backward! 
Upon  that depends the  future of the  world, our future. 

[This i s  the last article in Mr. Corey’s series on the 
crisis of the middle c l ~ s s . ]  

By WILLIAM WITHERS 

HE President’s recent  tax proposals threw  new  light 
for a few days on one of the  greatest flaws in  our 
tax system-the existence of large  numbers of securi- 

ties which  are  wholly  tax exempt. T h e  Treasury’s loss of 
revenue caused by this  convenient  form of tax avoidance 
offered to  the  wedthy  was  demonstrated  to  Congress by 
Secretaries  Glass,  Houston,  and  Mellon.  Yet on two oc- 
casions ‘Congress  has  refused  to pass the needed legislation, 
and  when  the issue was  again raised  recently, it  was quickly 
buried  beneath  the  usual  Washington  dust  storm.  Until 
this year the Roosevelt Administration  has  shown  little in- 
terest  in  the  problem of social taxation. But  the  “left- 
wing”  tax bloc, headed by Senators L a  Follette,  Norris,  and 
Couzens, has pressed for  higher  inheritance  and income taxes 
and  for a constitutional  amendment  to  eliminate tax-exempt 
bonds, recognizing  the  futility of raising  rates on taxable 
income while  the  federal  and  local  governments  were issu- 
ing a large  number of non-taxable securities. Th i s  bloc 
would  probably  have  had  little success if Huey Long had 
not  stirred  up such strong  sentiment for his Share-the- 
Wealth  program  that  the  President could no longer  ignore 
the  problem of taxation. H e  then  lent his support  to a half- 
hearted  tax measure intended to “balance” the  tax  structure 
by increasing  the  taxes paid by the rich. Unfortunately, 
however, Mr. Roosevelt chose to  pull his  punches and 
omitted  the tax-exemption amendment  from  the  list of re- 
forms  to be achieved during  this session. 

Under  the  real-property  tax persons holding  intangible 
wealth  such as securities tend  to escape their  full  share of 
taxation.  After  the passage of State  and  federal income-tax 
laws  the  exemption of government securities rightfully be- 
came a leading issue, since the income tax  had been urged 
as a means of tapping  the income drawn  from securities. 
But  holders of government bonds have  continued to dodge 
taxation.  As a result of court decisions based upon the doc- 
trine  that  government agencies could be  destroyed  by taxa- 
tion, the  federal  and local governments  are  prohibited  from 
taxing each other’s securities, and a tax-exempt class has 
been preserved. T h e  situation  can  only be altered by  a con- 
stitutional  amendment so fa r  as the  outstanding  debt is 
concerned. 

T h e  exemption of federal issues from  taxation  is objec- 
tionable on both social and fiscal grounds. It makes impos- 
sible  a  balanced and  equitable  tax system, well adapted  to a 
social state. T h e  federal  tax system was  not sufficiently 

progressive before  the depression, and in the  past five years 
its weakness  in this respect has been accentuated. Not 
only  have  investors been offered huge  short-term  Treasury 
issues which escape both normal  taxes  and  surtaxes,  but by 
far  the  largest  amount of federal  revenue  now comes not 
from  the income tax but  from excise taxes. Income  as a 
source of tax  revenue  has become both  absolutely  and  rela- 
tively less important. O u r  large exemptions, particularly in 
connection with  the  large  federal issues of the past few years, 
make many of the comparisons between  British  and  Arneri- , ’ 
can income-tax  rates meaningless. T a x  exemption, together 
with the  relatively  minor role  played by the income tax  in 
this  country, makes for a tax system which in toto is  unduly 
burdensome on  the poor. A recent  Senate  amendment  to  the 
tax  bill  eliminates  the  exemption privilege on  future  federal 
issues. Assuming  that  this provision is spared when  the  bill 
finally emerges from conference, it  still does not  reach  the 
tax-free local  bonds or  federal bonds already issued. T h e  
former  could be taken off the tax-exempt list  only by local 
ac,tion, the  latter by a constitutional  amendment. Under 
these circumstances  the application of higher  inheritance  and 
corporation taxes and  surtaxes  which  can be avoided merely 
adds to  the grotesqueness of our  tax system. 

A n  outstanding  example of the  ramifications of the 
exemption feature  in  our  tax  network is found  in  the social- 
security bill. Implicit  in  this  bill is the  tendency of Con- 
gress to avoid  progressive tax legislation. Provision  is  made 
for  payroll taxes,  levied on employers and  workers,  with 
which to  build  up reserve funds.  These  funds  are to be 
invested in  federal securities. I n  other  words,  Congress  pro- 
poses to  support  and  pay off the  federal debt, not, as it 
should, by graduated income  taxes, but  with revenues ob- 
tained  from a regressive payroll tax. In  the  face of such 
legislation i t  becomes even more  important  to abolish tax 
exemption on government issues, so as to compensate at  least 
in part  for  the coming  system of taxing  the  poor  to  support 
the poor. It is true, of course, that  the reserve funds of 
the  security  bill  provide a means of eliminating tax exemp- 
tion  indirectly,  since  they wi1.l reduce  the  opportunities  for 
private  investors  to  buy  government bonds. As payroll con- 
tributions increase, the  demand of the  security  funds  for 
government issues will  grow,  but  it is obvious that  i t   will  
take years to  withdraw  all  federal securities from  the  hands 
of the  public in this  manner. 

Apart  from  the social consequences of the  preservation 




