
A SEVEN POINT PROGRAM FOR OLDER AMERICANS 

Health. The health and medical care they need should be readily 
ava1lable to the nation's 20 million older Americans. Essential 
measures to assure this right include: social insurance coverage of 
hospital and nursing home costs; broader coverage and improved medical 
care for neeQy aged under the Medical Assistance for the Aged and Old 
Age Assistance programs; expansion of health facilities and manpower; 
Federal aid to States to establish high standards, enforced by strong 
licensing programs, for nursing homes and other medical facilities. 

Income. The aged must be lifted out of their poverty. by: increased 
social security benefits; higher public assistance payments and elimi-
nation of restrictive policies that deny aid to the needy aged; Federal 
insurance of private pension plans. 

Community Organization and Services for the Aged. Communities need com-
prehensive, well planned programs so that all older people--from the 
energetic, .newly retired man in his sixties to the frail centenarian--
can get the services they need, when and where they need them. Federal 
grants to States and grants for the construction of activity and service 
centers would stimulate the development of coordinated, comprehensive 
programs in every community. Federal legislation can also prevent old 
age assistance p~ents from su~sidizing sub-standard rental housi~g 
and sub-standard institutional shel~er for the needy aged. · 

National Center for Aging • . Just as the National Institutes of Health 
have stimUlated research which has benefited the physical health of 
the elderly, so a National Center could stimulate the social research 
necessary for successful adaptation to the shift in the age distribution 
of our population. The Center would be a focal point for both intra-
mural and extramural research and for stimulating training programs for 
gerontologists and other needed personnel specializing in services to 
the elderly. 

Em~loyment. Employment of the aged involves special problems and re-
qu~res special attention to enlarging opportunities for full-or part-
time employment, including increased personnel, training programs, 
elimination of age discrimination, and special allowances. 

Housinf. Adequate housing for the elderly is still a major need, de-
spite he accomplisrrments of the last few years. To continue to move 
forward will require special loan, grant, and rent supplementation 
programs; training, planning and research programs; and elimination of 
certain current restrictions on space and eligibility with respect to 
housing programs for the aged. 
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Senior Citizens Corp. There are h&lf a million persons in executive 

and profesSional positions who are between 60 and 64 years of age 

and will be retiring vi thin the next few yeara. There are many wa;ys 

they, and persons with similar backgrounds who have already retired, 

could serve their communities without competing in the labor market. 

To use their valuable talents for public service, a senior citizene 

corps should be eatabliahed to, mobilize retirees for volunteer work. 
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SKNIOll CITI.ZENS COBPS 

It is s ~aaic fact of our time that there are a dearth of public 
services. Libraries. schools, hospitals. mu.ewu. aud parka are 
understaffed and uuable to fulfill their miaaiou adequately because 
of lack of personnel. At the same time. there exists iu our society 
among our retired people a reservoir of skill, taleut and experience 
aeekiD& a way to be used. 

There are today a h'alf·milliou professional aud executive persona 
betweeu the agel of 60 aud 64 and w1 thiu ·the next few years these 
people will be retiring and 1eeking ways of beiq ~eful. 

It is• therefore. proposed that a Natioaal Seuior Citizeua Corps be 
established that vould euable retired persons to serve as volunteers 
iu developiDS public services that would be non--competitive with 
existiq occupatioual progr&JU. The volunteers could receive a 
modest atipeud. 'lbey would serve 011 either a full or part-time 
basia. i~ either their home ccamuities or other cOI!Mmf ties that 
requested their sel'Ticea withiu tba Uuitad States. 

"' ....__ . • 
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important domestic issue, social security. I choose this first of because 

the Democratic Party and the Johnson Administration have such an outstanding 

record with this program, and secondly, because Senator Goldwater, for the past 

several years, has made rather extraordinary statements in regard to the Social 

Security System. 

The Senator's social security pronouncements are more varied, more contra-

dictory, and more in need of explaining than his excursions into any other 

domestic area. ·However, his position is clear if one simply follows Barry 

Goldwater's own instructions for decoding. 

In May of this year he said, "By our votes you can judge us, not by our 

tfil.king." That's good enough for me , but do you know how he has voted? 

He voted against adding disability benefits in 1956. 
He voted against a 10 percent benefit· increase in 1958. 
He voted against health care for the aged in 1960, 1962, and 1964. 
However, although he has had no chance to vote on it, his proposal that 

social security should be voluntary is the most depressing display of a 

candidate's total failure to grasp the social security concept ever witnessed 

by the American people. 

Can you picture the social security system that would draw its partici-

pants almost solely from the ranks of the halt and the ailing on a voluntary 

basis? 

Can you picture a system that would insure anyone anytime they felt that 

they might need its benefits? Only the poorest risks--the most expensive--

would elect to participate. 

There is no modern legislative parallel to this rtnsound proposal, but it 

would be similar to a situation in which the government would set up a program 

which allowed a home owner to take out fire insurance after he smells the smoke. 

I would not want my tax money in that kind of program, and I certainly 

W)Uld not want that kind of fiscal irresponsibility in the White House. 
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Let us take a look at social security as it is t oday . The program -vras 

one of the first and most outstanding contributions of President Franklin 

Delano Roosevelt's first administration. 

Social security, molded in the forge of the depression, has con~inued to 

grow with the size and needs of the American economy so that today nine out 

of every ten American workers participate in this contributorJ insurance 

program and re~y upon it to provide them with a basic measure of security and 

dignity in the future. 

The purpose and principle of the system are simple . Social security 

provides a continuing income for individuals and families who have lost 

income from work through death, retirement in old age, or permanent and total· 

disability. 

Under this program, employees and self-employed people pay a percentage 

of their earnings into a fund. When the risks I just mentioned materialize, 

payments are made from the fund to replace a portion of the income lost. 

Today, almost 20 million beneficiaries are drawing benefits every month--

14 million of whom are retired workers and their dependents; over 4 million 

who are survivors of deceased workers; and well over 1± million disabled 

•,rorkers and their dependents. These benefit payments amount to more than 

. ~15 billion a year. I do not believe anyone could have envisioned, in 1935, 

'~he unmatched growth of the American economy, and with it the social security . 
•rogram. 

Thi ::. Jr<>f~ram has created basic financial protection for almo13t every man, 

woman and child in the United States, and in so doing, has created the 

l argest financial trusteeship in history. Social security today affects the 
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personal secu:city of nearly every Amer i can, and for many will spell the 
.. 

di fferenc e bet.veen deprivation and assured income--not welfare or charity 

income, but i 11 ::orne from a prepaid soc i al insurance "policy" consistent wi th 

t he self-resp,;ct, the dignity, and the individuality which are the birthright 

of every American. 

The financial soundness of the social security program and the worker's 
I 

right to benefits are both assured through the contributory financing of the 

program. 

The fact that today's worker pays a share of the cost of his own later 

benefits is his assurance that he and his dependents will receive the 

scheduled benefits as a matter of right. 

The employee contribution gives assurance that social security is not a 

government handout, but rather a cooperative program in which the American 

people use their government as an instrument to provide protection for 

themselves and for their families against loss through old age, death, or 

disability. 

What actually happens is this. Under the law, all contributions are 

allocated to two trust funds--the disability insurance trust fund, and the 

old-age and survivors insurance trust fund. These trust funds are kept 

entirely separate from other Treasury accounts and are used only to pay 

benefits and administrative expenses. Incidentally, the administration of the 

entire program costs only 2.2 cents of every social s~curity tax dollar. I 

do not know of any private insurance program administered at such low cost. 

The contribution rates in the early years of the program were; by 

design, higher than necessary to cover expenses. The money not needed 
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immediately has been invested in interest-bearing government securities, and 

today, that interes·t is helping to pay benefits and administrative costs 

for the program. It is your money, and while providing a contingency r eserve, 

it is still working for you. 

When opponents of the social security program wish to attack its 

improvement or expansion, in the area of hospital care for example, they 

ipvariably attempt to cast doubt on the financial soundness of the program 

and its ability to deliver increased services . 

· No aspect of the program has received more careful and continuous 

consideration by Congress than the financing. No aspect of the program has 

been treated more thoughtfully and conservatively. Never have improvements 

been made or changes contemplated without more than adequate provision for 

meeting their costs. 

In our national social security program, we are not dealing with a private 

company. A private insurance company must have funds on hand to meet all its 

accrued liabilities at any given time. It must do this because no one can 

guarantee the continued existence ·of any given company. In social security 

we are dealing with the most stable and enduring government in history. 

Because that government is stable and enduring, it can be assumed that such a 

program will continue to collect contributions and pay benefits indefinitely 

into the future. 

This is accepted as a sound concept by experts in the field, and its 

successful application to the social security program is a matter ~f public 

record. I can think of no better way to emphasize this than to quote the 
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1959 report c>f the Advisory Council on Social Security Financing which stated 

that " •••. thE· present method of financing the old-age , survivors, and disability .. 
i nsurance :;:>ro1,r am is sound, practical, and appropriate." That Council was 

appointed n.nc"r a Republican President, Dwight Eisenhower. 

So f ar , I have talked about the concept of social security and the method 

by which it is financed. I hope that I have not given the impression that I 

consider the status quo to be the ideal. I do not. 

Social insurance, like any other kind of insuraQce, is not good if it does 

not adequately meet the needs of the insured. Neither here, nor anywhere else, 

can we shut our eyes to change. Nor can we, like Senator Goldwater, employ 

the simple expedient of removing the lenses from our eyeglasses. We must see 

change and meet its challenge. Social security must be open to modification 

to meet the needs created through changes in the labor force, wage levels, 

medical costs and various other factors that affect the appropriateness of the 

program in our dynamic economy. The continuing need for changes in benefit 

amount, taxable wage base and other important aspects of the program is obvious. 

Basically, what has happened is that as wages have risen, the maximum wage base 

f or benefits and contributions has not been correspondingly increased. Today, 

i t is only $4,800 as against the original $3,000 although wage levels have 

more than tripled in the meantime. Such a situation requires modification of 

not only benefit amounts, but also, to stay with sound financing principles, 

modification of taxable earnings base and social security contribution rates. 

Such changes were included in the Social Security Amendments of 1964 which 

the Johnson Administration attempted to get through the Congress. Under these 
hA'"~ amendments, benefits woul~be11ncreased across the board to almost 20 million 

beneficiaries: some 600,000 Americans in l;heir 70's who have some social security 
~ 
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credits, but up to now have not had enough to qualify for benefits, would 

. have been able to 'receive payments; widows of workers who died before accumula-

ting more than a few quarters of coverage would have gained social security 

benefits; and child's benefits to child~en attending school or college would 

have been payable to age 22. 

Many of these improvements would, of oourse, cost money, and in keeping 

wi th sound financial practices, the amendments included methods for providing 

that money. Such fiscally sound improvement of the system is the truly 

conservative approach. I would r emind you that the irresponsible attitude of 

Mr. Goldwater on this issue is not. 

The Senate version of the 1964 Social Security Amendments provided for an 

increase of the maximum taxable earnings base from $4,800 per year to $5,600. 

It also would have increased the employee and employer contribution rate from 

3.625 percent (1965) to 4.25 percent (1965 ). This increase, passed by an over-

whelming majority in the Senate, was constructed to serve not only to finance 

t hese improvements, but to provide adequate funding for one of the Johnson 

Administration's most important domestic programs--hospital care for the aged. 

You know this plan as"Medicare." 

For years, the Democratic Party under Harry Truman, John F. Kennedy and 

Lindon Johnson has been the Party of vision. We have seen that our older 

c i tizens need a progra~ to protect them against the hardship of illness in 

ol d age. And along with the other improvements, we warited to give them that 

pr otection this year. 

URfs 1 l&btlj j A€ did ¥£66 S&Cce&d. 

t 
I 
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It is true that we could have passed some social security bill this year. 

It is true that w~ could have gotten a few dollars benefit increase . 

However, to do so we would have had to give up the fight for Medicare. 

Senator Goldwater says that President Johnson scuttled the social security 

bill because he would"'not knuckle under for· that kind of deal . 

The Senator says that the President undermined the program by not buying 

the so-called compromise. 

Well, I do not agree with the Senator. 

Four Democratic Presidents have worked to build the social security system. 

Four Democratic Presidents have worked to make it truly mean something to the 

economic security of the aged. ~~en nine million senior citizens have absolutely 

no health insurance, we are not going to xake a little benefit increase in 

place of Medicare. We are not going to say to America 's aged, "We knmv that you 

are going to have a thousand dollar medical bill in the next few years, so 

here are a couple of dollars to buy tranquilizers." 

The people who are scuttling l egislation and undermining the program are 

people like Senator Goldwater who vote against program improvements, who vote 

against medicare , and who come up with such harebrained schemes as voluntary 

social security . 

We will get benefit increases and coverage extensions, and Medicare. But 

we will not sell out the American aged to do it . 
. 

We will get them because they are needed. 

I n thLs , the richest nation in the world, our aged have less income, 

l ess ade~ 11 ~~ hospital insurance and more proven hospital use than any other 

uge grc·up. 'I'he median annual income of an aged married couple in the United 

States is L t~s s than $2,900. About half of America's aged couples have a 

combinEd income of less than $2,500 per year and nearly half of our other 

senior cit i. :: ens receive less than $1, 000 per year. 
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0\ t o f this group of 18 million Americans 65 and aver, 9 out of 

10 will become hospitalized at least once before they die. Two out of 3 of 

them will be hospi ta.lized at least twic'e. 

If Senator Gol~water can see this, he is indifferent .to it. He made a · ' 
special transcontine~tal jet flight to vote against the Administration's 

hospital insurance proposal. This action was even more disturbing in the ·> 

light of his cornment;J on the issue. He said, and I quote, "I've got !!!:( 

own medicare plan. I've got an intern for a son-in-law." 

The retired worker and his wife, who are l i ving on the modest income 
I just ment i oned, can expect to spend in the year he or his wife is hospitalize~, 
an average of $1,220 on medical.care. This is almost 6-months income for that 
couple and is 5 times what he would normally spend on medic·al care in any 

given year. If the retired worker is fortunate, he will be among the 9 
million aged who have some sort of hospital insurance. The odds are better 
than even that he will be, instead, among the 9 million who do not have any 

type of hospital insurance. If he is fortunate enough to be in the first 
category, there· is one chance in three that his policy will pay $10 or less 

per hospital day. Only one out of every nine insured aged, that's one out 

of every 18 Americans 65 and older, has insurance t~at will cover 4<>% of 

ave~age medical costs. 

The reasons for the general lack of health insurance coverage of 

America' s at~•".! d are varied. Some simply cannot affor·d the $400 to $550 

every ye 'JX that would be required for adequate insurance. Some have had 
their policies cancelled. Others have lost health insurance coverage 

upon ret tremcnt and ~e unable to obtain a policy. For those who are 

fortunat :! enough to have coverage, it is costing them between 1/ 6th and 

l/5th of thei r total ,annual income. 
l 

' 
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The social security financed program of hospital insurance is not a panacea 

for everyone, but it will give substantial relief to a large percentage of 

those millions of Americans who, after years of planning for retirement, stand 

to lose their savings~ and even their ~omes, due to high hospital and medical 

bills. 

The program we want would provide protection against the cost of inpatient 

hospital , outpatient hospital diagnostic, skilled nursing home, and home 

health services for people 65 and over who are entitled to monthly benefits 

under the social security program. These services would be financed by funds 

allocated to a special hospital insurance trust fund much the same as the 

present disability insurance trust fund, and benefits would be paid much the 

same as Blue Cross payments to the providers of services . Free choice of 

physician and hospital are assured . Also included is a private insurance 

pooling arrangement to provide complementary health insurance plans for the 

ag·ed who wish to subscribe to them. 

I am confident that the next decade will see even the most adamant 

· opponents of this plan lauding its success. Certainly our senior citizens 

will rejoice in a pre-paid plan of hospital insurance that will lift a 

heavy burden f'rom their shoulders and those of their children. I will 

always take pride in having helped them gain the protection, the dignity, 

~d the security it will provide. America's senior citizens, in their 

working years, have brought the nation to the brink of a great new society. 

Today's workers--tomorrow's senior citizens--will bring that society to 

f ruition. 

The a n o l ute minimum we can do ih return is to provide them with a 

1echanisr. to meet the realities of old age--to protect themselves without 

a bended knee or a bowed head--to pr.ovide for themselves with honor. 



I would like to ~pend the next few minutes talking with you 

most important domestic issue, social security. I choose this first of all 

because the Democratic . Party and the Johnson Administration have such an 

outstanding record with this program, and secondly because Senator Goldwater, 
! 
l 

for the past several years, has taken some rather extraordinary actions in 

regard to the Social Security System. 

He voted against adding disability benefits in 1956. 

He voted against a 10 percent benefit increase in 1958. 

He voted against health care for the aged in 1960, 1962 and 1964. 

However, his proposal that social security should be voluntary is a most 

depressing display of the candidate's total failure to grasp the basic concept 

of social security. 

Can you picture the social security system that would draw its partici-

pants almost solely from the ranks of the halt and the ailing on a voluntary 

basis? 

Can you picture a system that would insure anyone anytime they felt that 

they might ·need its benefits? Only the poorest risks--the most expensive--

would elect to participate. 

There is no modern legislative parallel to this unsound proposal, but 

it would be similar to a situation in which the government would set up a 

program which allowed a home owner to take out fire insurance after he smells 

the smoke. 

I woUld not want my tax money in that kind of program, and I certainly 

would not want that kind of fiscal irresponsibility in the White House. 



Let us take a look at social security as it is today. The program was 

one of the first and most outstanding contributions of President Franklin 

Delano Roosevelt's first administration. 

Social security, molded in the forge of the depression, has continued to 

grow with the size an~ needs of the American economy so that today nine out 

of every ten American workers participate in this contributory insurance 

program and rely upon it to provide them with a basic measure of security and 

dignity in the future. 

The purpose and principle of the system are ?imple. Social security 

provides a continuing income for individuals and families who have lost 

i ncome from work through death, retirement in old age, or permanent and total 

disability. 

Under this program, employees and self-employed people pay a percentage 

of their earnings into a fund. When the risks I just mentioned materialize, 

payments are made from the fund to replace a portion of the income lost . 

2 

Today, almost 20 million beneficiaries are drawing benefits every mo~th--

14 million of whom are retired workers and their dependents; over 4 million 

~rho are survivors of deceased workers; and well over 1t million disabled 

vrorkers and their de~endents. These benefit payments amount to more than 

$15 billi on a year. I do not believe anyone could have envisioned, in 1935, 

t he unmatched growth of the American economy, and with it the social security 

program. 

This pr ogram has created basic financial protection for almost every man, 

'\•'Oman and chj l d in the United States, and in so doing, has created the 

: argest f ~nar~ial trusteeship in history. Social security today affects the 
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personal · .::cu i. ty of nearly every American, and for many will spell the 

difference between deprivation and assured income--not welfare or charity 

income , but income from a prepaid social insurance "policy" consistent with 

the self-respect, the dignity, and the individuality which are the birthright 

of every American. 

The financial soundness of the social security program and the worker's 

right to benefits are both assured through the contributory financing of the 

program • . 

The fact that today's worker pays a share of·the cost of his own later 

benefits is his assurance that he and his dependents will receive the 

scheduled benefits as a matter of right. 

The employee contribution gives assurance that social security_ is not a 

government handout, but rather a cooperative program in which the American 
I• 

people use their government as an instrument to provide protection for 

themselves and for their families against loss through old age, death, or 

disability. 

What actually happens is this.. Under the law, all contributions are 

allocated .to two trust funds--the disability insurance trust fund, and the 

old-age and survivors insurance trust fund. These trust funds are kept 

entirely separate from other Treasury accounts and are used only to pay 

benefits and administrative expenses. Incidentally, the administration of the 

entire program costs only 2.2 cents of every social security tax dollar • . r 
do not know of any private insurance program administered at such low cost. 

The contribution rates in the early years of the program were, by 

design, higher than necessary to cover expenses. The money not needed 
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immediately has been invested in interest-bearing government securities, and 

today, that interest is helping to pay benefits and administrative costs 

for the program. It is your money, and while providing a contingency reserve, 

it is still working fo~ you. 

When opponents of the social security program wish to attack its 

i mprovement or expansion, in the area of hospital care for example, they 

invariably attempt to . cast doubt on the financial soundness of the program 

and its ability to deliver increased services. 

No aspect of the program has received more careful and continuous 

consideration by Congress than the financing. No aspect of the program has 

been treated more thoughtfully and conservatively. Never have improvements 

been made or changes contemplated without more than adequate provision for 

meeting their costs. 

In our national social security program, we are not dealing with a private 

company. A private insurance company must have funds on hand to meet all its 

accrued liabilities at any given time. It must do this because no one can 

guarantee the continued existence of any given company. In social security 

we are deal ing with the most stable and enduring government in history. 

Because that government is stable and enduring, it can be assumed that such a 

program will continue to collect contributions and pay benefits indefinitely 

into the future. 

This .is accepted as a sound concept by experts in the field, and its 

successful application to the social security program is a matter of public 

r ecord. I can think of no better way to emphasize this than to quote the 

\ 
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1959 report of the Advisory Council on Social Security Financing which stated 

that "; ... the present method of financing the old-age, survivors, and 

disability insurance program is sound, practical, and appropriate." That 

Council was appointed under a Republican President, Dwight Eisenhower. 

So far, I have talked about the concept of social security and the 
> 

method by which it is financed. I hope that I have not given the. impression 

that I consider the status quo to be the ideal. I do not. 

Social insurance, like any other kind of insurance, is not good if it 

does not adequately meet the needs of the insured. Neither here, nor anywhere 

else, can we shut our eyes to change. Nor can we, like Senator Goldwater, 

employ the simple expedient of removing the lenses from our eyeglasses. 

We must see change and meet its challenge. Social security must be open to 

modification to meet the needs created through changes in the labor force, 

wage levels, medical costs and various other factors that affect the 

appropriateness of the program in our dynamic economy. The continuing need 

for changes in benefit amount, taxable wage base and other important aspects 

of the P!Ogram is obvious. Bas~cally, what has happened is that as wages 

have risen, the maximum wage base for benefits and contributions has not been. 

correspondingly increased. Today, it is only $4,800 as against the original 

$3,000, although wage levels have more than tripled in the meantime. Such 

a situation requires modification of not only benefit amounts, but alsoJto 

stay with sound financing principles, modification of taxable earnings base 

and social security contribution rates. Such changes are included in the 

Social Security Amendments of 1964 which are pending in the Congress. Under 

these amendments, benefits would be increaSed across the board to almost 

20 milli.on beneficiaries. 
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other improvements under these amendments include coverage of some 

600,000 Americans in their 70's who have some social security coverage, 

but up to now, have not had enough to qualify for benefits. This provision 

is also being extended to widows of workers who died before accumulating · 

more than a few quarters of coverage. 

Included also are the extension from age 18 to age 22 of child' s 

benefits to children attending school or college, and the payment of 

actuarially reduced penefits to widows at age 60 rather than 62. Now many 

of these improvements are going to cost money, and in keeping with sound 

financi~ practices, these amendments include methods for providing that 

money. Such fiscally sound improvement of the system may truly be called 

conservative . I would remind you that, in contrast, the irresponsible 
-attitude of the opposition on this issue is not. 

The Senate version of the 1964 Social Security Amendments provides 

for an increase of the maximum taxable earnings base from $4.,800 per year 

to $5,600 . It also increases the employee and employer contribution rate 

f rom 3. 625 percent (1965) to 4.25 percent (1965). This increase, passed 

by an overwhelming majority in the Senate, was constructed to serve not 

only t o finance these improvements, but to provide adequate funding f or one 

of the J ohnson Administration's most important domestic programs--hospital 

care for the aged. 

For years, the Democratic Party under Harry Truman, John F. Kennedy 

and IQrndon Johnson, has been the Party of vision. We have seen that our 

older citizens have need of a program to protect them against the hardship 

of illness in old age. And we want to give them tha~ protection. 
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In this, the richest nation in the world, our aged have '' less income, 

less adequate hospital insurance and more proven hospital use than any other 

age group. The median annual income of an aged married couple in the United 

States is less than $2,900. About half of America's aged couples have a 

combined income of less than $2,500 per year and nearly half of our other 

senior citizens receive less than $1,000 per year. 

Out of this group of 18 million Americans 65 and over, 9 out of 

10 will become hospitalized at least once before they die. Two out of 3 of 

them will be hospitalized at least twice. 

If Senator Goldwater can see this, he is indifferent to it. He made a · 

special transcontinental jet flight to vote against the Administration's 

hospital insurance proposal. This action was even more disturbing in the 

light of his connnents on the issue . He said, and I quote, "I've got !!!ll: 

own medicare plan. I've got an intern for a son-in-law." 

The retired worker and his wife, who are living on the modest income 

I just ment ioned, can expect to spend in the year he or his wife is hospitalized, 

an average of $1,220 on medical.care. This is almost 6-months income for that 

couple and is 5 times what he would normally spend on medical care in any 

given year. If the retired worker is fortunate, he will be among the 9 

million aged who have some sort of hospital insurance. The odds are better 

t han even that he will be, instead, among the 9 million who do not have any 

type of hospital insurance. If he is fortunate enough to be in the first 

category , t here is one chance in three that his policy will pay $10 or less 

per hospital day. Only one out of every nine insured aged, that's one out 

of every 18 Americans 65 and older, has insurance tb,at will cover 4c:J1, of 

average medical costs. 
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The reasons for the general lack of health insurance coverag~ of 

America's aged are varied. Some simply cannot afford the $400 to ·$550 

every year that would be required for adequate insurance. Some have had 

their pol icies cancelled. Others have lost · health insurance coverage 

upon retirement and are unable to obtain a policy. For those who are 

fortunat e enough to have coverage, it is costing them between l/6th and 

l/5th of their total annual income. 

The social security financed program of hospital insurance is not a 

panacea for everyone, but it will give substantial relief to a large 

percentage of those millions of Americans who, after years of planning 

for retirement, stand to lose their savings, and even their homes, due 

to high hospital and medical bills. 

8 

The program, as passed by the Senate, would pro\ride protection against 

the cost of inpatient hospital, outpatient hospital diagnostic, skilled 

nursing home, and home health services for people 65 and over who are 

·entitled to monthly benefits under the social security program. These 

services would be financed by funds allocated to a special hospital 

insurance trust fund much the same as the present disability insurance trust 

fund, and benefits would be paid much the same as Blue Cross payments to 

the provider s of services. Free choice of physician and hospital are 

as sured. Also included in the plan is a private insurance pooling plan to 

provide complementary health insurance plans for the aged who wish to 

subscribe t o them. 
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I am confident that the next decade will see even the most adamant 

opponents of this plan lauding its success. Certainly our senior citizens 

will rejoice in a pr~-paid plan of hospital insurance that will lift a 

heavy burden from their shoulders and those of their children. I will 
~ 

always take pride ~: having helped them gain the protection, the dignity, 

and the security it will provide. America's senior citizens, in their 

working years, have brought the nation to the brink of a great new society. 

Today's workers--tomorrow's senior citizens--will bring that society to 

fruition. 

The absolute minimum we can do in return is to provide them with a 

mechanism to meet the realities of old age--to protect themselves without 

a bended knee or a bowed head--to provide for themselves with honor. 



r 

I would llke to spend the next few minutrs talking with you about a- most 

Lmportant domestic issue , so ial security . I choose this nrst of all hecau:>e 

the Democrati Party and the J ohnson Administration have such an out:::;tanding 

record with this program, and secondly, because Senator Goldwate:r , for the past 

several years , has made rather extraordinary statements in regard to the Social 
Security System . 

The Senator's social security pronouncements are more varied, more contra-

dictory, and more in need of explaining than his excursions into any other 

domestic area . However, his position is clear if one simply follovrs B r ry 

Goldwater's own instructions for decoding . 

In May of this year he said, "By our votes you can judge us, not by our 

talking . " That's good enough for me , but do you know how· he has voted? 

He voted against adding disability benefits in 1956 . 
He voted against a 10 percent benefit increase in 1958 . 
He voted against health care for the aged in 1960, 1962, and 196lL 
However, although he has had no chance to vote on it, his proposal that 

social security should be voluntary is the most depressing display of a 

candidate's total failure to grasp the social security concept ever witnessed 

by the American people . 

Can you picture the social security system that would draw its partici -

pants almost solely from the ranks of the halt and the ailing on a voluntary 

basis? 

Can you picture a system that would insure anyone anytime they felt that 

they might need its benefits? Only the poorest risks --the most expensive - -

would elect to participate. 

There is no modern legislative parallel to this •unsound proposal, but it 

would be similar to a situation in which the government would set up a program 

which allowed a home owner to take out fire insurance after he smells the smoke . 

I would not want my tax money in that kind of program, and I cnrtainly 

would not ·.-ran-: that kind of fiscal i rrcsponsibility in the Hhite Hous e . 



Let us t :.1ke a look at social security as it i s today . The progr am vras 

lne of the first and most outstanding contributions of President Frar~ljn 

l elano Roosevelt's first administration. 

Social :3ecurity? molded in the forge of the depression, has continued to 

c~row with th•- s ize and needs of the American economy so that today nine out 

of every i... :·n A,merican workers participate in this contributory insurance 

program and :::· ~ ly upon it to provide them with a basic measure ·of security and 

dignity i n th "' future . . . 
The pur]•)s e and principle of the system are simple. Social security 

·:)rovides 3 C·)•1tinuing income for individuals and families who have lost 

income from 1vork through death, retirement in old age, or permanent and total 

disability. 

Under this program, employees and self-employed people pay a p~rcentage 

of their earnings into a fund. When the risks I just mentioned materialize, 

payments are made from the fund to replace a portion of the income lost. 

Today, almost 20 million beneficiaries are drawing benefits every month--

14 million of whom are retired workers and their dependents; over 4 million 

who are survivors of deceased workers; and well over l~ million disabled 

workers and their dependents . These benefit payments amount to more than 

$15 billion a year . I do not believe ~nyone could have envisioned, in 1935, 

the unmatched growth of the American economy, and with it the social security 

program. 

This program has created basic financial protection for almo~t every man, 

woman and child in the United States, and_ in so doing , has created the 

l argest financial trusteeship in history . Social security today affects the 

2 



personal security of nearly every Amer ican, and for many will spell the 

difference between deprivation and as sured income--not welfar e or char i t y 

income, but income frorn a prepaid social insurance "policy" consistent 'liith 

the self-respect, the qignity, and the individuality which are the birthright 

of every American. 

The financial soundness of the social security program and the wor ker's 

right to benefits are both assured through the contributory financing of t he 

program. 

The fact that today's worker pays a ~hare of the cost of his own later 

benefits is his assurance that he and his dependents will receive the 

scheduled benefits as a matter of right. 

The employee contribution gives assurance that social security is not a 

government handout , but rather a cooperative program in which the Amer i can 

people use their government as an instrument to provide protection f or 

themselves and for their families against loss through old age, death, or 

disability . 

What actually happens is this. Under the law, all contributions are 

allocated to two trust funds--the disability insurance trust fund, and the 

c; l d-age and survivors insurance trust f und. These trust funds are kept 

3 

· ' ntirei.y .3eparate from other Treasury accounts and are used only to pay 

benefits :utd administrative expenses. Incidentally, the administration of the 

entire proe;r &n costs only 2.2 cents of every social s,ecurity tax dollar. I 

do not know of any private insurance program administered at such ·low cost • 

The contribution rates in the early years of the program were, by 

0esign, hit;h.: r than necessary to cover expenses . The money not needed 

. . 
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immediately has been invested in inter est-bearing government securities , and 

today, that interest is helping to pay benefits and administrative costs 

for the program. It is your money, and while providing a contingency reserve, 

it is still working for you. 

When opponents of the social security program wish to attack its 

improvement or expansion, in the area of hospital care for example, they 

invariably attempt to cast doubt on the financial soundness of the program 

and its ability to deliver increased services. 

No aspect of the program has received more careful and continuous 

consideration by Congress than the financing . No aspect of the program has 

been treated more thoughtfully and conservatively. Never have improvements 

been made or changes contemplated without more than adequate provision for 

meeting their costs. 

In our national social security program, we are not dealing with a private 

company. A private insurance company must have funds on hand to meet ail its 

accrued liabilities at any given time . It must do this because no one can 

guarantee the continued existence ·of any given company. In social security 

we are dealing with the most stable and enduring government in history. 

Because t hat government is stable and enduring, it can be assumed that such a 

program will continue to collect contributions and pay benefits indefinitely 

i nto the future. 

This is accepted- as a sound concept by experts in the field, and its 

successful application to the social security program is a matter C?f public· 

r ecord. I ca'l think of no better way to emphasize this than to quote the 

.. 
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1959 report of the Advisory Council on Social Security Financing which stat ed 

that " •... the present ~ethod of financing the old- age , survivors , and disability 

i nsurance program is sound, practical, and appropriate ." That Council was 

appointed under a Republican President, Dwight Eisenhower. 

So far, I have talked about the concept of social security and the method 

by which it is financed. I hope that I have not given the impression that I 

consider the status quo to be the ideal. I do not. 

Social insurance, like any other kind of insurance , is not good if it does 

not adequately meet the needs of the insured . Neither here, nor anywhere else, 

can. we shut our eyes to change. Nor can we, like Senator _Goldwater, employ 

the simple expedient of removing the lenses from our eyeglasses. We must see 

change and meet its challenge. Social security must be open to modification 

to meet the needs created through changes in the labor force, wage levels , 

medical costs and various other factors that affect the appropriateness of the 

program in our dynamic economy. The continuing need for changes in benefit 

amount, taxable wage base and other important aspects of the program is obvious. 

Basically, what has happened is that as wages have risen, the maximum wage base 

for benefits and contributions has not been correspondingly increased. Today, 

it is only $4,800 as against the original $3,000 although wage levels have 

more than tripled in the meantime. Such a situation requires modification of 

not only benefit amounts, but also, to stay with sound financing principles, 

modification of taxable earnings base and social security contribution rates. 

Such changes were included in the Social Security Amendments of 1964 'ilhich 

the Johnson Administration attempted to get through the Congress. Under these 
hf\'1~ 

amendments, benefits woul~be11ncreased across the board to almost 20 million 

beneficiaries; some 600,000 Americans in their 70 's who have some social security 
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credits, but up to now have not had enough to qualify for benefits, would 

have been able to receive payments; widows of workers who died before accumula-

ting more than a few quarters of coverage would have gained social security 

benefits; and child's ~enefits to children attending school or college would 

have been payable to age 22. 

Many of these improvements would, of course, cost money, and in keeping 

with sound financial practices, the amendments included methods for providing 

that money. Such fisc~lly sound improvement of the system is the truly 

conservative approach. ' I would remind you that the irresponsible attitude of 

Mr. Goldwater on this issue is not. 

The Senate version of the 1964 Social Security Amendments provided for an 

increase of the maximum taxable earnings base from $4,800 per year to $5,600. 

It also would have increased the employee and employer contribution rate from 

3.625 percent (1965) to 4.25 percent (1965). This increase, passed by an over-

whelming majority in the Senate, was constructed to serve not only to finance 

these improvements, but to provide adequate funding for one of the Johnson 

Administration's most important domestic programs--hospital care for the aged. 

You know this plan as"Medicare." 

For years, the Democratic Party under Harry Truman, John F. Kennedy and 

Lyndon Johnson has been the Party of vision. We have seen that our older 

citizens need a program to protect them against the hardship of illness in 

old age. And along with the other improvement~ we wanted to give them that 

protection this year. 

Unfortunately, we did not succeed. 
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It i s true that we could have passed some social security bill th i s year. 

It is true that we could have gotten a few dollars benefit increase . 

However, to do so we would have had to give up the fight for Medicare. 

Senator Goldwater says that President Johnson scuttled the social security 

bill because he would not knuckle under for·that kind of deal. 

The Senator says that the President undermined the program by not buying 

ihe so-called compromise. 

Well, I do not agree with the Senator. 

Four Democratic Presidents have worked to build the social security system. 

Four Democratic Presidents have worked to make it truly mean something to the 

E onomic security of the aged. v~en nine million senior citizens have absolutely 

1 J health ; " ,; c r anee, we are not going to take a little benefit increase in 

I l ace of :1r e. We are not going to say to America's aged,"We know that you 

are going to t ave a thousand dollar medical bill in the next few years, so 

here are a couple of dollars to buy tranquilizers." 

The people who are scuttling legislation and undermining the program are 

people like Senator Goldwater who vote against program improvements, who vote 

against medicare, and wno come up with such harebrained schemes as voluntary 

social security. 

We will get benefit increases and coverage extensions, and Medicare. But 

we will not sell out the American aged to do it. 

We will get them because they are needed. 

In this, the richest nation in the world, our aged have less income, 

less adequ~te hospital insurance and more proven hospital use than any other 

age grc·up. The median annual income of an aged married couple in the United 

States is less than $2,900. About half of America's aged couples have a 

combined income of less than $2,500 per year and nearly half of our other 

senior citizens receive less than $1,000 per year. 
·j 
I 

I 
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~ t o r t his group of 18 million Americans 65 and over, 9 out of . . 
10 will he,~ome hospitalized at l east once before they die. Two out of 3 of 
them wi l J b~ hospitalized at least twi ce. 

If Sen at or Gold~ater can see this, he is indifferent .to it. He made a · 
special transcontinental jet flight to vote against the Administration's 
hospital insurance proposal. This action was even more disturbing in the 

I light of his conunents on the issue. He said, and I quote, "I've got _sr 
own medicare ·plan. I've got an intern for a son-in-law.." 

The retired worker and his wife, who are living on the modest income 
I just mentioned, can 'expect to spend in the year he or his wife is hospitalized, 
an average of $1,220 on medical.care. This is almost 6-months income for that 
couple :and is 5 times what he would normally spend on medic·al care in any 

given year. If the retired worker is fortunate, he will be among the 9 
million aged who have some sort of hospital insurance. The odds are better 
than even that he will be, instead, among the 9 million who do not have any 
type of hospital insurance. If he is· fortunate enough to be in the first 
category, there is one chance in three that his policy will pay $10 or less 
per hospital day. Only one out of every nine insured aged, that's one out 
of every 18 Americans 65 and older, has insurance tnat will cover 4oi of 
avez:age medical costs. 

The r easons for the general lack of health insurance coverage of 
America' s aged are varied. Some simply cannot afford the $400 to $550 
every ye'Xr t hat would be required for adequate insurance. Some have had 
their policies cancelled. Others have lost health insurance coverage 
upon ret Lrer.v~nt and pre unable to obt n.in a. policy. For those who are 
fortunat :! enough to have coverage, it is costing them between 1/ 6th and 
l/5th of t hc:Lr total .. !annual income. 

\ 
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The social security financed program of hospital insurance is ~ot a panacea 

for everyone , but it will give substantial relief to· a large percentage of 

those millions of Americans who, after years of planning for retirement , stand 

to lose their savings, and even their homes, due to high hospital and medical 

bills. 

The program we want would provide protection against the cost of inpatient 

hospital, outpatient hospital diagnostic, skilled nursing home, and home 

health services for people 65 and over ~ho are entitled to monthly benefits 

under the social security program. These services would be financed by funds 

allocated to a special hospital insurance trust fund much the same ' as the 

present disability insurance trust fund, and benefits would be paid much the 

same as Blue Cross payments to the providers· of services. Free choice of 

physician and hospital are assured . Also included is a private insurance 

pooling arrangement to provide complementary health insurance plans for the 

ag·ed: who wish to subscribe to them. 

I am confident that the next decade will see even the most adamant 

· opponents of this plan lauding its success. Certainly our senior citizens 

will rejoice in a pre-paid plan of hospital insurance that will lift a 

heavy burden from their shoulders and those of their children. I will 

always take pride in having helped them gain the protection, the dignity, 

~d the security it will provide. America's senior citizens, in their 

working years, have brought the nation to the brink of a great new society. 

Today's workers--tomorrow's senior citizens--will bring that society to 

·~tion. 

The absolute minimum we can do in return is to provide them with a 

mechanism to meet the realities of old age--to protect themselves without 

a bended knee or a bowed head--to pr.ovide for themselves with honor. 
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To: Max Kamp elman and John G. Stewart 

From: Merton C . Bernstein 

Re : Campaig n Issues and Proposals on Social Security and Private Pensions 

I . 'rhe Problem: Some 18 million Americans are 65 years or 
older and a larg e maj ority of them (some 60 9d ) are in family 
units classifiable as "poor" ; most who escap e do so because 
they still are at work , but obvious ly their days are 
number ed . Those with pa rt-time e mployment face difficulties 
imposed by the earning s limitations of the Social Security 
program . Our 5oal should b e that public and private programs 
a s sure that the elderly live in decency and do not suffer a 
drop in their standard of living when retirement is reached . 
~e are woefully far f rom ac hieving such a goal . 

Most of the s e older citizens , and several 
hundred thousand more under 65 who are "retired", rely 
principally u p on Social Security retirement or survivor 
benefits for their s upport . But benefits are painfully 
inadequ4 te; -c h ey averag e $120 for couples , $90 for men 
anci under $60 a month for widows . Little \-.ronder t hat 
the overwhelming majority oi· the a g ed can afford neither 
private health ins u r ance nor tHe fre 'iuent and heavy 
b ills caus e d by de-cerioratin6 health . Even if the 
Senate's Social Security bill survives in something 
like the form it was passed, the elderly American will 
have s ome ( but insufficient) insured medica l care when 
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ill enough to be hospitalizea; despite this new benefit 
a large ma0o~ity will remain poor. Hence mor e and 

more -- r:aLher than fewer and fewer -- must resort to 

welfare payments for both income supplements and 

medical car e. 

Social Security benefits are so small todqy, 

despite repeated improvements starting in 1950, because 
the design of the 1935 act was very conservative and the 

entire program languished between 1940 and 1949 due to 
high employment rates among the elderly during the , 

war and post-war years . The basic design remains, 

i.e., employee and employer contributions (payrol l 

taxes which realistically must be viewed a s labor costs 

derived from whatever is available for compens ation) 

must f ully pay for benefits without any financing from 

general tax revenues. As payroll taxes are payable 

only on the lower levels ol compensations (now up to 

the first $4 ,800 or pay or self-employed earning s a 

year -- boosted to $5 , 600 i n the Senate bill) the tax 
rates are kept down becaus e those with small earnings 

can ill af.:f;ord larger bites by payroll taxes -- now at 

3 5/5% and scheduled to go up to 5 .2% of taxable 

earnings by 1971 under the Senate bill just to maintain 
the s cale of benefits provided in that measure . 

Private savings are insignificant f or income 

purpose even though the assets of the elderly on the 
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average are greater than f or other age groups; thes e 

larger amounts -- a few hundred or t hous and dollars at 

be s t ,~no ugh f or? s hor t rainy day. 

While perha ps t wo-thirds of tho s e over 65 own t heir 

own homes only a bare majori t y of hous es are held 

mortgage free (data are not very good on this point) . 

A goo dl y number of thos e who own their own homes are 

farmers ; mor e and mor e of thos e entering the ra nks of 

the aged- unemployed will be urban dvvellers and home 

ownershi p probably will become l ess common among the 

elderly . 

B. Pr ivate Pensions 

~rivate pens ion plans provide su pvl ements f or only 

a small number (perhaps a million or s o r etirees --

again data a r e poor) . Even t he comparatively generous 

Steelworker and (pr e-Chrysler) Autoworker pl a ns provide 

benefits which combined with Soci a l Securi t y repl a ce 

l es s than half his former earnings for the r etiree with 

long y ear s or s ervice; the shorter s ervice man is worse 

off . (For technica l reasons the report of t he UAW-

Chrysler s ettle ment overstates the benefits t ha t will 

result.) Where wives worked, a s i s now so common , an 

even smaller por t ion oi t he fo rmer fa mily income is 

achi eved . 

Private pens ion pl an par ticipants numb er about 

22 million out of 43 mill ion civilians employed full 
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time the whole year and the more than 80 million peo ple 

who v .. ork at one time or another during the year. Horse 

yet, probably fewer than half will achieve benefits 

under their plans -- indeed , even with cons ervative 

assumpt i ons perhaps as few as 20% of the people under 

plans will achieve benefit status under them. This 

i s s o because about 85% of the e mployees under plans 

must remain v.Ji th t hat employer until retirement age 

(after s ubstantial service) or, if separated, meet 

stringent age and service requirements , typically 10 

or 15 years with that one e mployer E!~~ attained age 

of 40 or 45 ; , os t s eparated employees do not qualify . 

And, ~ the average benefits of those lucKy few are 

modest (on the order of $60 a month) to small. 

But employees not only leave plans, plans leave 

employees . Two of the mos t dramatic and grievous 

examples were when Packard shut down in Detroit in 1958 

and Studebaker ended operations in South Bend j ust 

before Christmas 1963 . The pension plans termina ted 

and by their terms all pension credits earned by those 

still e mployed vested. In the case of l ackard , pension 

trust f unds were ins ufficient to continue f ull payment 

of benefits to those al r eady retired and eligible for 

retirement. In the cas e of Studebak er, fund assets 

were adequate f or retirees but many thousand wo r kers 
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under 60 -- some with decades of Studebak er service 

have no pension benefits and will have none to show for 

it because .t'unds are insufficient and employer liability 

is limited to amounts contributed or requir ed by 

collective agreement to be contributed; no employer 

contributions were owing. 

There are two problems here: (a) inadequate 

funding for pension credits earned after the plan was 

"installed" and (b) ina dequate funding for pension 

credits payable f or years of service prior to 

institution of the plan (called 11 past service" or 
11 prior service"). Past service credits are essential 

to decent benefits for those near re tire ment age when 

a plan ge t s under way because most plans vary benefi ts 

according to length of service . But funding such 

credit s takes at least a decade and often longer; they 

present little problem w ... _ere a plan lasts for a l ong 

time and funding is conscientious. But , where plans 

are terminated before they have operated Jor 20 or 

even more years assets are almost bound to be inadequate; 

where funding has been ski mpy, although within the 

bounds permitted by Treasury regulations , the cupboard 

may be even more bare . 

II . Poss i ble Solutions 

Further improvements in benefits require, in the 

alternative or possibly in some combination: (1) higher 
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payroll tax rates; (2) ado ption of graduated rather 
than uniform tax rates; (3) higher limits on taxable 
earnings ; (4) supplementation from general tax revenues . 

Until the early 1960 ' s , there seemed to be little 
complaint about the level of oocial Security payroll 
taxes, principally because they were low, with higher 
rates scheduled for the future -- a fact unknown by 
most and obscured by ore pressing matters . Starting 
with the payroll tax increase in 1962, some resistance 
and criticism among working people and employers became 
evident . Many Social Security Administrative experts 
in and out of government f eel that the Senate bill ' s 
tax rates reach the maximum feasible . However , the 
impact upon earnings is diminished for many by larger 
incomes -- but ~ .. :aJtiti rates are uniform on all taxable 
payroll~1igher rates upon those earnins s mal l incomes 
~~ .. 
~,e, baLJy 1 ):eue=:i:= f 11• tLer ;'flererJ &-. It is for just 
this reason that major increases in revenue for this 
program have been achie ved by repeated increases in the 
maximum of taxable income (initially $2 ,400, then 
$3 , 600, changed to $4 , 800 in 1958 and to $5 , 400 in this 
year's House bill and $5 , 600 by the Benate bill) . 

No one has proposed graduated tax rates . The 
regressive nature of the uniform tax on the bottom 
segments of earnings ha~ been offset by a benefit formula 
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which is more favorable to those with lower earnings . 

(This design does not apply to hos pitalization and 

nursine; care benefits which do not vary in amounts 

according to income ; inc.eed , the low income worker may 

be forced to choose the option providing the least 

benefits because they cannot afford the deductible that 

goes with longer benefits . ) 

To the extent that a larger part of the pr ogram 

is financed by increasing taxable earnings , the r e-

gressive nature of the uniform tax is reduced . And 

this seems to be the most practical alterna tive . Those 

who would pay more payroll tax also would get higher 

benefits so that there is an incentive offsetting the 

normal reluctance to pay higher taxes . 

For the forseeable future the financial demands 

upon the Social Security retirement- disability-

hospitalization progra m will be prodig ious in the 

medical care s ector alone . This is so because HEW 

estimates may well be low and , more importantly , because 

there will be pressure to extend the program to those 

below 65 (after all retirement is possible at age 62 

and under the 1964 measure widows will be eligible to 

receive benefits at 60 rather than 65) and there will 

be pressure to extend benefits to pay for physician ' s 

care and drugs outside of hos pitals and nursing homes . 

To meet these demands (and they are practically 
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irresistable -- I both hop e and expect) and to increase 

cash benefits would re quire prodigious infusions of 

fresh financing . 

The dilemma then be c omes: to increase taxable 

payroll with possible resistance ~mong tho s e with 
l~~J earnings in excess of $5,600 orlle"insurance principle 11 

(that the system pays its own way and benefits are 

paid ror by the recipients and hence are due as of 

right) '~"~· ~J~J~.s=S•1pe~· ~e~e by fina ncing part of the 

prog ram throubD general tax revenues. This la~ter 

step is Lot only .tlresently difficult but will make 

difficul t future benefit and program improvements ; in 

the po.st the 11 pays its own wa:y 11 argument has greased 

the sk i ds despite the fact that in reali~ it is 

E£esen! wa g e earners who , in large measure, are paying 

for t1e current benefits of retirees. 

Philos ophically, the u ~ e oi general ~evenues 

rather than a rather regressive tax seems warranted . 

Practice.lly, tapping general revenue s seems to be the 

only way of financing adequate benefits . 

Perhaps the innovation of a g raduated Social 

Security tax achieves both ends . Politica lly, any such 

proposal should be tentative. And as organized labor 

is deep ly devoted to t h e 11 insurance principle 11 of 

OASDI, any such proposal should be unveiled first in 

private . 
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~he elderly and those approaching retirement 
constitute a growing pi oportion of the population 
espe cially the voting population . They have real and 
pressing problems which the anti-poverty program do...es 
not reach . They deserve more consideration ; but 
promises of an enla r ged , more generous Social Security 
program will immediately lead to questions of how it is 
to be f inanced . 

Among proposed improve ments i s retirement at 
a ge 60 with reduced benefits rather than at age 62 as 
at present . However , the reduced benefits available 
at 62 ~nrJhe unreduced benefits at 65) are patently 
ina dequate and the reduct i on persists throughout the 
period of retirement . The availability of such 
retirement subjects the eligible older workers to of ten 
irresistable pressure to retire from co- workers . 
Forcing a vwrker into retirement while he can and wants 
to work is regrettable , all the more so because his 
income is bound to be too s mall for his needs . Earlier 
retirement with unr educed benefits also is undesirable . 
The attached t wo page pi e ce (minus its original clo s ing 
summary paragraph) from the August 22 , 1964 Ne!!.-B~£~blic 
summarizes my analysis of this issue . 

Employment and self employment earnings up to 
$1200 a year are permitted without loss of any OASI 
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benefits; for the next $500 in annual earnings there is 

a benefit loss of $1 for each $2 earned; above $1 , 700 

each $1 of earnings means an equal reduction in 

benefits . After age 72 there is no limitation on 

earnings . There is constant pressure to liberalize 

the limits and that has taken place repeatedly (the 

Senate bill rais es the $1,200 limit to $1,500) . But, 

it is expensive to the system and so its desirability 

has to be weighed agains t other possible improvements . 

But, such liberalization is very popular among olde~ 

people -- especially in the most numerous group from 

ages 65 to 68 when earning power remains and adjustment 

to the lower income of retirement rankles most. 

B. Private Pension Plans 

1. Pr~os~d I!!!;ero~em~nts 

Private pension plans proliferated - - not simply 

becaus e of favorable tax treatment - - but because the 

chronic inadequacy of Social Security benefits demand 

supplementation . I have no doubt that this will 

conLinue t_ to be the cas e . 

As presently de signed private plans actually 

cover only a minority of employees and only a small 

proportion of them will achieve benefits; moreover , 

private plans usually provide no supplementation to 

the paltry Social Security benefits received by widows 

so where need is greateEt, they · help least . 
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The shortcomings and gaps in private plans inaicate 
the required improvements; 1Jlans should be !:~desig!!ed 
so as to: 

1 . }rovide benefits t o a much larger proportion 
of participating employees; 

2. Cover more em~loyees, especially in smal l 
companies and in non-manufacturing enterprises where 
coverage now is sparse and where employment i s growing; 

3. Pay la.cger benefits (and the best way to d.o 
thi s i s for more y ears of service, especially the early 
ones, to result in benefits thereby minimizing out-
of-pay envelope and r;ayroll cost); and 

4. ~rovide benefits to survivors, especially 
widows . 

To accomplish these goals I would r ecommend: 
1. The establishment of a National Pension 

Clearing House to facilitate the transfer of the value 
of vested pension credits of employees separated from 
jobs with plans. The clearing house would "bank" 
such amounts and operate a national group plan for such 
emp oyees; it might also act, much as a bank clearing 
house does, for the transfer of such amounts from the 
plan an employee leaves to any new plan he might enter 
when starting a new job ( while this might appear a more 
simple function , technical problems make the f ormer 
function easier to achieve; however, the rivalry of such 
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a p lan with private plans presents a problem of 

acceptability, discussed below.) 

2.a The clearing house national group plan would 

offer basic coverage to g roups of employees of small 

enterprises (I would suggest that only companies with 

fewer than 500 ern loyees could make use of the national 

plan) for whom the overhead costs of private plans often 

are prohibitively high . Such small company coverage 

also is desirable because o i.' the high rate of mortality 

among smal l-sized f irms -- running to the l:gg.9:£.§.£§. of 

thousands a year . buch coverage i s also important 

because of the growing pr oportion of employment in 

service industries wlere firms typically are SHall . 

b . The ~reservation of p ension credits would be 

greatly enhanced if more p l a n s were "contributory," 

i.e . f inanced in .t;art by employee as well as employer 

contributions. Be cause employer contributions are 

deductible for income tax purp oses but those of e mployees 

are not , contributory p lans have been on the wane . 

This is unfortunate because when an er. ployee leaves 

a job with a contributory p lan he almost always gets 

his own contributions back , u s ual ly with some interest. 

So I would urge chang ing the Internal Revenue Coae to 

make employee contributions deductible ( within the 

present limits on employer contributions) provided they 

were irrevocably dedica~ed to pension (including 
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survivor income) purpose s . Employers mig ht still 

favor this; unions might also once they s ee that their 

members would be better served . 

One reviewer found the arguments in my book for 

thi s change 11 powerfully persuasive" . 'l'reasury probably 

would oppose on ground of revenue loss, for which 

estimates vary f rom $97 million to $170 million . 

Nhenever a contributory p lan is transformed into a 

non-contributory p lan, a common occurrence, that kind 

of revenue loss occurs (because the money contributed 

is no long er subject to income tax). 

Improved transferability also means that more 

years of work will result in pension credits. The 

early years are especially valuable bec ause of constantly 

comp ounded earnings on (tax free) earnings. So, 

$1 contributed to a p lan when an employee is 45 years 

old produces $5 at a g e 65 (at 3 1/2% interest); but 

the s ame $1 invested for him at age 25 produces $20 

at a g e 65 . Under the clearing house plan therefore 

larg er benefits c an be produced at lower cost per 

emp loyee per y ear. Of course, larg er a ggree:;ate a mounts 

are required -- but most o f the increase would come 

from tax free earnings. (There are als o additional 

advantag es for old er workers -- greater employabili t y, 

larg er retirement benefits, and dis ability benefits 

fron1 the pension fund .) However , it would be several 
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years before these improvements would be realized 

but the sooner te get started the better. 

3. Survivor benefits woulci be facilitated by 

lowered unit cos ts for pens ioner's benefits . However, 

to achieve survivor benefits (especially for widows) 

of any substance additional costs must be incurred. 

A few of the larger plans are getting into this area, 

some on an op tional basis . The purp ose is so a ppealing 

and the need so pressing that I think a s pecial 

deductibility "bonus" (of more than one dollar of 

deductibility for a dollar 's contribution for this 

purpose) should be considered. This is an entirely 

novel proposal . 

2. ~~~g~_£f P£~~oting_Pens~£g_~r06£eS~ 

(a) Mand~!or;z_ Ve~!~gg_§_nd _l:};y___E£2_££Sa!_§_ 

Employment-based ~rivate pension plans are encouraged 

by federal tax law which ~rovides deductibility of 

employer contributions and tax free earnings of pension 

trust iunds and insurance comvany pension reserves . 

Plans are "qualified" for such Javorable treatment 

(the tax free earnings are the more valuable despite 

the popular notion that deductibility i s the big thing) 

if they observe certain prescribed conditions, which , 

I must say , provide very liGtle protection to employ ees; 

they are desi gned primarily to discou~age tax avoidance. 
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Some , incluaing federal officials in Treasury , 

Labor and HEW , would f urther condition qualified 

treatment u~on manda~ory ves~inb of pens ion credits . 

(The details are in the Cabinet Co mmi t tee report , 

vig,orously opposed by some mernoers of the Advisory 

Committee on Labor- Management Relations , including 

George Taylor). I vig orously recommend against mandatory 

vesting . In the first p lace, there is no political 

demand f ol· i t , hence no foreseeable possibility of 

achi eving s uch leg islation. !£~!£Or££Ou~_EQte£tial~~;z_ 

££_~~£g_!~g~~!ation_~~!~~~!:z._!£~nduc~-2E~vat~~£tion, 

~~~Eea~-!~~-£rOE£Sa!_~££_~~fea!_of~£~cif~~~st~gg 

EEOP£Sals ~£ul£._:2Q~~!~ ve!.z_E~tard im£~~!£~nt . The 

arguments against the meri ts also are pre t ty persuasive 

at least at f irst blush , wh ich is the only blush, if 

any, that Congress us ually sees . The basic argument 

is that the cos t of vesting varies enormously from 

p l an to plan, even within the same industries, because 

of differing employee turnover. This is dead right, 

althou6h the d i ffering costs can be e qualized by 

adjustine; benefits accordingl y (but that ',s the se cond 

blush) . Perhaps more importantly, it is fairly easy 

to defeat mandatory ves ting by forcing emp loyees off 

the job jus t before they achieve the conditions of 

elig i bility . Since my book came out I have been told 

of s everal companies which already do that. 
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JV!y ovm strong ly held view is that every means of 

in~uci~ plan improvement should be exhausted before 

resorting to compulsion. If vesting were facilitated 

by reducing its unit cost, I have little doubt that it 

woula become available on more liberal terms . The 

process is familiar: a major union negotiates a 

provis ion; another or several major unions follow suit; 

before long the provision i s clos e to universal e ven 

in non-bargained p lans which try to keep pace as a 

means of f ending off unionization. 

The National Pension Clearing House with a 

National Group Pension Plan (for s e parated employees 

and workers in sma ll companies) would facilitate 

covera5e , pr omote vesting , expand the ranks of those 

achieving benefits and result in larg er benefits. 

The NPCH (very likely the Humphrey imagination 

can g enerate a more appealing name, perhaps "National 

Pension Bank") could be all private, all public or some 

pub lic-private combination . The advantages and 

disadvantag es of each are 

(a) ~_!!._givate 

~s!_vanta~~: probably most easily put together 

and certainly the most accep table to the banks 

and ins urance companies which already presi d e 

over several tens of billions of dollars of 

private p lan assets . 
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~i~£~i~es - questionable whether it would 

achieve the requisite universality; it probably 

wo uld build in the l e ast d esirable a nd quite 

exp ensive aspects of private p lans - larg e 

a c quisition costs . Also, there is the problem of 

public effective control. There is no state 

a g ency or s et of a g encies to regula te the 

new institution, a hybrid of banking and ins urance. 

Moreover , s t a te r egula tion of ins urance often has 

been inadequate ( especi a lly on rates); most 

importantly, a nationwide a g en cy should not b e 

s ubjected to overlapping , poss ibly incons istent, 

state regula tion . However, there i s no federal 

a g ency with t he experi ence t o regulate ; a new 

agency mi g ht be objectionable and , be c ause of its 

limited function , not v ery economical . 

(b) All public ___ ....._ __ _ 
~£~~~tages - universality and low cost 

(especially becaus e the collect ion and r ecording 

facilities of the Social Se c urity system would 

be avai lable) 

~isad~aniage~ - becaus e it would be in direct 

competition with private p lans (es pecial l y in the 

area of small employer p lans where ins urance 

comvanies do so much of their p ens ion business) 
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the private financial community would oppose 

with the vigor and tenacity insurance companies 

have shown on Medi care. I think such a conflict 

is both undesirable and unnecessary. Moreover, 

a real question arises about the desirability and 

feasibility of publicLagency investment in private 

stock and bond issues which would be necessary to 

maximize investment income. 

(c) Publ!.£=.£ri~atL 

~£~~age~ - greater acceptability to the 

private financial interests; use of highly 

efficient, low-cost contribution gathering and 

record-keeping Soci a l Security mechanisms; use of 

consortium of private interests (banks , insurance 

companies, self-insured plans plus labor) to do 

what they do best - investment of funds. (Details 

are to be found in my book , Ch, X.) Among the 

possible public private arrangeme nts I favor a 

private corporation which would manage the federally 

collected fund for an agreed fee . This arrangement. 

obviates ~he need of a public regulatory agency. 

£is~£van!~~~ - In all candor I can not think 

of any. 

The reviewers of my book have been unanimous 

in singl ing out my clearing house proposals as a 
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pr olJosal ol' major importance. Professor Dan McGill 

of the V/harton School and Director of the Pension 

Research Council (financed principally by ins urance 

companies) in a review to a ppear in the Fall issue 

of the Industrial and Labor Relations Review 

was go od enough to say that I not only iaentify but 

successful l y resolve the problems of its establishment . 

The Cabinet Committee report recommends 

exploration of national clearing hous e arrange ments . 

(Treasury, HE\il and Labor had my chapters on the 

subject in draft form . ) It made no explicit 

recommendations; it is my impres sion that many of 

the departmental officials involved want an all 

publ ic arrangement but do not believe t hey can 

say so . 

To meet the Packard-Studebaker k ine of situation 

the UAW has proposed (and Senator Hartke introduced 

a bill providing) that as a fur·ther condition of 

"qualification" for favorable tax treatment pl ans 

"insure" that in the event of termination with 

insufficient f unas to meet valid claims the 

insurance fund will make good the deficiencies . 

This is likened to FDIC; but it is obvious that 

the analogy does not hold: under FDIC the 

de positor i s insured for amounts he depos ited , 
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but under the pr opos ed pension insurance he is 
insured for amounts not de110Si ted . 

In a rather exhaustive report on this s ubject 
which I did at the request of HEW two years ago 
I concluded that this approach , although desirable , 
does not s eem feasible . Either the large plans 
of s t c..ble employers will be paying for the funding 
deficiencies of the small unstable companies or 
the latter , wh o already usual ly can barely afford 
pension plans , will have to pay prohibitively 
high pre miums be caus e of the high risk they 
present . In additions , the s che me is subject to 
abus e by the institution of l avish plans which 
canno t be f unded and whos e deficits would be paid 
by the ins urance plan . To offset thi s , · a long 
waiting period could be imposed befor e plan 
liabilit ies would be eli6ible for ins urance . 
Obviously su ch a limitation i s self - defeating . 

Without doub t the Treasury Department shoud promulgate 
minimum ~ s tandards of i'unding as a condition of 
"qualification" . At the leas t "level 11 funding should be 
re quired . 

# 
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THE -NEW YORK TIMES, SUNDAY, AUGUST 16, 1964. 

·~~-'ORKERS FINDH{G : 'HOPrrERS FINDING 
PENSIONS El4PTYi PENSIONS EI~iPTY 

Wr;.m Plants Close, Funds · 
Are Often Inadequate 

Con ti !I From._ Page 1 
result in r·:· 1~ closings, and de-
fense contracts aw~trded in one 
part of the country often mean ny ROBEI:T :\IETZ loss 6f jobs in another locali-'rh.~ closing of the Stude- ty for the employes of the un-'"''''' Corporation's auto worl·:s successful bidder. . :' :;');.th Bend, Ind., last Decem- j The unions have been deeply ~.:: washed away the accumu-

1
concerned over this problem for 
Svme years. Where feasible, the ~:J i.0d pension rights of practi- j •"·.l'•· every man on thc work unions have sought regional and 1 .,r/ •.mder 60. I· ~ndustrywid,e contracts in an l_lt-But Studebaker cannot be:· oemp~ to o.fer some contmUlty C":'"':red for failure to feed the ; for dtsp!aced workers. !lCr.,·wn kitty. The local of the But the ~losing ?t a plant in 0niccd Auto \Vorkers Union such a regwn ot· •industry shU rc:tdi!y admits the company has! means hardship.' Re-emplo~­liv·~c! up to its obligations un-J jment when t~e job market IS !ler the contract. And the un- 1 shr~nkmg, as 1t often IS, is not w;:'s contrac t provides that the !eas1 ly ac_comphshed. mur.ey ava1lahle goes first to . j The Umted_ Auto Workers is the retired and the ready-to-1 seel{Jng publlc guarantees or !'•'ti "C. The fact that tl•is \\ Jll msurance programs und~r L1 1<c n~arly all of the r.1oney,, which valid benefit c!ccims lC ' \·i•1;:: thousanc!s in their •W's would be pa1d when a termt-au l 5il's withou:. ber,cfits, is a n::tted plan does not con tam calami~y but not a ~.rime. enough money to guarantee all L.ckmg employmo.:•. the r,icn vested rights. Ordinarily, a man face a potential reduction .in aged 40 w1th 10 years of serv-Sociai-Security benefits-when 1ce has vested nghts. they finaily ""'a!ify- the dreary Senator Vance Har~ke, Dem-prospcct of county relief in the · ocr~t of Indiana •. has mtroduced n~1m1time, and probably des- legtslat!On to . Implement the p8.il'. 1_dea. Under h1s plan, 11. pool, This is a serious problem- tmanced from premmms pa1d J .S:'2 nension plans were t ermi- m by pension plans, would nalcd "cturing a recent four-year "~ake good" payments that in-pcri~d a11.1 perhaps 150 men! dlVtdual plans could not meet. wne in\'olved in the average Hard Journey Seen c·wc. lt happens all over· the 1' n:ttion. I About 1,000 persons lost their : jobs when American Bakeries1

1

· Companies closed its 103 lo- : cal cw,hman bakeries. At this :· point. it appears that Cushman : pens:on benefits \\'ill be paid out· to the retired and thos"e 'ready to c·e:Lire, leaving little for the othe1·s. 
Company mergers frequently 

Continued on Page 11, Column -t 11 

Congressional observers fer-see a long and arduous journey through the legislative mill with many pitfalls ahead. Senator Hartke said when he introduced the bill that more comprehen-sive legislation would be need-ed for an adequate solution to the problem. 

I 
The Senator, who is up for re-election, would be expected to help the Administration with its own pension legislation plans. At present a Labor-Man-agement Committee headed by Secretary of Labor W. Willard Wirtz and Secretary of Com-merce Luther H. Hodges is studying a confidential repqrt on pensions. 

The report covers pension "portability," vesting an.ct oth-er topics. It is believed to ·be an extensive study, but the specif-ics are not generally known. Walter Reuther, president of the U.A.W., is one of the labor rcp-resenta ti ves. 

I 
By translating pension cred-its into monetary value, the problem of matching the myriad types of pension plans would 

1 be overcome. This idea would have particular -benefits for the older employes who have diffi· culty in finding new jobs. 
Mr. Bernstein says there is some evidence that employers· with plans do not hire older workE:rs because their pensions would be substandard or would cost too much to be made more equal to those of long-term em-ployes. A block ot credits would 

I be a ticket to a new job for many older workers, in Mr . Bernstein's view. 
Clearing House Discussed A few months ago, Merton . C. Bernstein, a pension expert Mr. Bernstein goes into exten-at the i al!!' Law School, pub- sive detail about a clearing-lished a book on the technical\- house arrangement to "bank" ties of pension plans and where,~·, credits while a. man is between in his opinion, they fail. The JObs. The clearmg house would book is called "The Future of maintain records, facilita te Private Pension . transfers for employes leaving Mt'. Bernsrnn gives many ,one job and beginning another. proposed solutions to the pen- ~ It could even provide basic cov-s ion problem in an exhaustive erage for small groups of em-text. He concludes that the ployes for whom regular-plan solution lies in insurance for coverage is impractical due to lapsing plans and in transfera- I high costs and . the uz,;~crtain ble pension "credits." long-ev1ty of the JOb, or mdccd, ~r t . V •of the employer." " one ary alue 1 Mr. Bernstein notes that in Mr. Bernstein writes that at !ontario in 1963, the Canadian any given time it is possible for jprovince set up a compulsory an actuary to place a mone- 1private-pension scheme for em-tary value on the pension cred- jployers with 15 or more em-its of an employe. This can be ployes. Vesting is to be com-fairly routine. lpulsory on a scaled basis for He notes that this sort of I service after age 30. thing is done in Norway, where To conserve credits of sepa-white-collar workers' private !rated employes and those earned pension credits are universally under plans that become de-transferable. He says : ' funct, a Central Pension Agency "Experience under a transfer is to be available to provide scheme could develop more or wage-related retircme;l . bene-less standard criteria for valu- fits with specified minimum ing the credits of existing and · standards and benefits. incoming ejll.p!oyes. This would Incidentally, part of the im-make possible continuity of petus for the Ontario plan arose credi~s and participation . in lout of dissatisfaction :vith the growmg plans presently dented Canadian Soc1al Secur1ty Sys-tens of thousands of employes tern, which provides relatively who lose or leave jobs covered modest benefits. by_plans." · 
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', T e Push for Early etireinent 
by Merton C. 73eri'isteitz .··; 

~i :· ..... ~. 

The UA W this summer will ask the auto companies for 
optiona I "early retirement" with full benefits at age 6o. 
and compulsory retirement at age 65 instead of the 
present 68. Other unions are "following the leader." 
Demands to lower the Social Security retirement age 
to 6o are growing more insistent. "Optional" earlier 
retirement often in practice is forced on older workers 
by younger workers; since retirement at age 62, with 
reduced benefits, became available under Social Secur-
ity, many men between 62 and 65 have found such 
pressure irresistible. 

This drive to push out the elderly to protect jobs 
for the young (really those in their middle years) comes 
from the rank and file. Yet it is questionable that for 
every forced retirement a job will open up for younger 
workers. Some employers are willing to defer an em-
ployee's separation. until he reaches retirement; when 
he leaves, the job is blanked. One utility company re-
ports that it filled only one out of eight jobs vacated by 
retirees: it introduced new devices to coincide with 
retirements. 

The supply of workers in their "prime" working 
years- between 30 and 45- will grow proportionally 
smaller over the next several years, because of the 
lower birth rates of the depression years. Therefore 
these people should be in greater demand by employers. 

The cost of benefits for early retirees is high. The 
same money could be better spent to promote more 
adequate retirement protection and greater job security. 
The cost for private pension plans would vary con-
siderably, depending upon the age distribution of the 
employees. For one group analyzed by me, normal 
retirement age of 65 would be about 25 percent more 
exp.ensive than age 68. According to one union esti-
mate, reducing retirement age to 6o from 65 would in-
crease plan costs 50 percent. For some plans the 
differential would be even greater. And a reduction of 
retirement age to 6o under Social Security might re-
quire a payroll tax increase of one full percent of cov-
ered payroll, in addition to the present nine ~nd one-
quarter percent which is equally shared by employer 
and employee, i.e., a boost of better than 1.0 percent. 

Exiling the elderly from their work while they still 
are able and willing to do their jobs inflicts a great 

MERTON C. BERNSTEIN is a labor arbitrator, lecturer at 

Yale Law School and author of the recently published 
book, The Future of Private Pensions. 

psychological wound as well as hurting them· fi-
nancially. This may explain why a high proportion of 
older workers declare that they want to keep working 
past 65, but that most of those out of work after 65 
tell interviewers that they are not well enough to work. 
Not only is status destroyed, but the whole pattern of 
social life is disrupted with loss of a job, because the 
work place also provides a man's closest companions 
and many of his leisure activities. 

Exile from the job also results in financial demotion; 
economic want becomes more severe as the years go by. 
We have yet to realize the need in which most retirees 
live. Just consider that the average retiree's Social 
Security benefit is $8o for men and $1.20 for couples-
which means that perhaps half of the 1.3 million re-
tirees and their survivors over 65 draw less. Nor do 
private pensions help many of them. Moreover, private 
plan benefits generally are quite modest. Even the 
relatively opulent steelworker and auto-worker plans 
provide (with Social Security benefits) less than half 
the retirees' former earnings. Who wants to try to 
live on less than half his current income? Little wonder 
that about two out of three elderly persons live below 
the poverty level- as compared with one out of five in 
the population at large. 

The earlier we retire people the sooner they will 
fall below the poverty level because their fixed benefits 
are eroded by inflation, their earning power is dimin-
ished by age, and the benefits themselves must be 
smaller than they would be if retirement age was 
higher. This is obviously so because most plans pay in 
proportion to length of service, therefore any amount 
of money available for retirement income will provide 
smaller benefits for each year, if these must be paid out 
for more years. Moreover, under private plans, where 
earnings on pension fund principal often generate a 
large portion of the benefit, the earlier the benefit is 
drawn the shorter is its period of earning. Not only 
will most of the unemployed aged live miserably, many 
will be financial burdens to their children or their com-
munities. Pretty clearly, their consumer purchasing 
power will be weak at a time when the economy needs 
all the effective consumers it can get. 

Older job seekers, who according to the Department 
of Labor already account for a disproportionately high 
amount of chronic unemployment among displaced 
men, will be given yet another handicap. Employing 
them will be yet more expensive if they must be re-· 
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tired earlier, because of the increased pension costs. 
Moreover, retraining them will be even less worthwhile 
because the costs, often high, will be amortized over a 
~horter period of work. 

Better use can be made of whatever amounts are won 
for retirement programs in collective bargaining and 
from Congress. 
1 Underlying the proposal for earlier retirement is the 
notion that it is better to unemploy an older worker 
with a regular source of income (Social Security and 
perhaps pension as well) rather than a younger worker 
with larger family responsibilities and without the 
substitute income source. This overestimates the in-
come available to the older jobless person. In more 
and more states, he does not receive unemployment 
compensation benefits if getting a private pension bene-
fit. Also younger workers usually will have unemploy-
ment compensation benefits, which usually will exceed 
the combined Social Security and private pension bene-
fits of a comparable retiree, though unemployment 
compensation runs out after a specified number of 
weeks, usually 26. 

The younger unemployed person is more employ-
able than the older. He is more retrainable because of 
generally superior education and often superior learn-
ing power. For those now in their 5o's and 6o's a full 
high school education was a rarity; for younger work-
ers it was a commonplace. The costs of training 
younger workers represent a better investment because 
they can be at their new work for longer. 

While the Getting Is Good 

In contrast, where employment opportunities are 
shrinking and earlier retirement permits younger work-
ers to stay on their present but tenuous jobs longer, 
many may last only Jong enough to reach the age at 
which reemployment and retraining opportunities are 
less promising- a category which today sets in at age 
45 or even lower. In other words, what I suggest is 
that younger employees should get out of unpromising 
job situations while the getting is good. 

Rather than unemploy the (not-so) elderly workers, 
our efforts should ·be upon retraining the young, pos-
sibly even before they become unemployed, in the 
many new skills for which there is a demand. Retrain-
ing subsistence allowances under the Manpower De-
velopment and Training Act are limited to the state's 
average unemployment compensation benefits, which 
are pretty low especially when compared to the regular 
wages of those with good jobs- the kind of worker 
being talked about here. Special retraining allowances 
attractive enough to prevent loss of earnings would be 
necessary to persuade younger workers to leave well-
paying jobs to undertake training for new skills. Of 
course, some such employees might be on lay-off. Even 

with many of them, training allowances would have to 
be far more substantial than they are today for them to 
decide to train for a different job and, in effect, concede 
that their chances of recall to the old were gone; under-
standably, workers do this very reluctantly. 

There are supposed to be several hundred thousand 
highly-skilled jobs going begging; it is difficult to train 
the unskilled and semi-skilled for many of these tasks, 
but many highly-skilled employees would fit the bill. 
If we were to enable and induce promising younger 
people, both unemployed and employed, to train for 
those jobs, we would achieve more production of goods 
and services which are in demand (that's why the jobs 
are open); greater status and financial security for 
older employees; and well-paying jobs which are rela-
tively secure for younger workers. 

Such ·an arrangement assumes that some of the quite 
prodigious amounts required for earlier retirement 
(both under private plans and Social Security) would 
be devoted to higher retraining benefits and, in some 
cases, more expensive and longer training for the 
younger transferring workers. That should leave a 
substantial surplus for making improvements in the 
benefits and protection afforded to those who retire at 
the older ages. There, the first order of business is to 
boost Social Security benefits above their prevailing 
below-subsistence levels, especially for widows- many 
quite aged- for whom the average benefit is less than 
$6o a month. 

Our private pension system also stands in need of 
basic improvement, indeed some profound redesigning. 
Obviously widows -especially older ones- are in ur· 
gent need of a supplement to their Social Security bene-
fit- only a bare handful of plans provide one. Most 
plans provide paltry death benefits for survivors of 
those workers who die before reaching retirement age. 
Benefits for ~ younger widows (many not eligible 
for any Social Security benefits) and children should 
also receive high priority. 

Under the typical private pension plans most em-
ployees separated from their jobs lose the entire value 
of their pension credits- they might just as well have 
never been under a plan. This stems from the fact that 
eligibility depends upon retiring while still employed 
by the company or, if separated before that, having had 
service with that company of 10 or 15 years and reach-
ing age 45 or 40; conditions not met by mo-st who leave 
or are put out of their jobs. Plans should enable most 
separated employees to take with them at least some 
of the value represented by their earned credits- the 
more the better- so that when they reach retirement 
their resources will be more adequate to provide a 
standard of living of decency. (Such arrangements, 
known as "vesting," could be facilitated by a national 
private pension clearing house, a proposal to which I 
devote a substantial part of my· book.) 
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· ideligh ts : 
Retirement at 60 

Is Disputed 
Early retirement has become a. subject of growing interest I as negotiations between the auto 1 companies and the United-Auto- : 'mobile Workers progress. · , 

1 
The company recently offered lthe union new benefits to en-courage retirement a.t 60; in I t line with the union idea that j , early retirement heips open jobs , , for younger workers. ' Not all the experts agree 

1 
with this thinking, however. , Merton C. Bernstein, labor 1 ' arbitrator and lecturer at Yale Law School states that the cost of benefits fm· early retirement ' , is high, so high that costs · of :<orne pQnsion plans might in-crease as much as iiO per cent if the retirement age is dropped • to 60. 

i In an article in The New Re-public, he is also concerned by the bad psychological effect on those who retire early as well as the fact that the income of ' :nost would drop close to or be- j , low the comfortable level. Such ' , income is also likely to be eroded by inflation. He also points out that most em;Jloyes lose their pension 1 rights if they leave a company before retirement. ''Plans should enable most separated employes to tak~ with them at least some· of the value represented by the earned credits." he says. Higher benefits under social security for widows of retired I workez·s and for younger widows and children would make more j sense, he maintains, than lower-' ing the retirement age. 
"' 



KEY· STATISTICS ON THE SOCIAL GECURITY PROGIW-1 

Coverage 

More than 9 out o~ 10 people in paid jobs are covered or elieible for coverage. About 76 million people had covered earnings during 1963. 
Protection 

Retirement--At the beginning o~ 1964, 82 percent of the population age 65 or over were eligible for benefits; 91 percent of the people reaching age 65 in 1964 are 'eligible. 

Survivors--Nine out o~ every 10 young children and their ~others can count on monthly benefits if the ~amily breadwinner dies. At the beginning o~ 1964, the ~ace value o~ this survivors insurance pro-tection was $620 billion. 

Disability--At the beg~nning of 1964, about 53 million workers were insured should they become disabled this year. 

Benefits 

At the end of June 1964, 19.5 million people were gettins benefits at a monthly rate o~ $1.3 billion: .13.5 million retired workers and their dependents, 1.5 million disabled workers· and their dependents, and 4.5 million survivors of deceased workers. About 1.8 million beneficiaries were age 62-64 and 13.4 million were age 65 and over. 

Estimated Average Family Benefits--March 31, 1964 

Retired worker with no dependents .getting bene~its $ 74 Retired w_orker and aged wife 129 Aged widow 67 Young widowed mother and two children . 193 Disabled worker, young wife, and one or more children 195 
Financing 

Income 
OUtgo 

Social Security Trust Funds--Fiscal Year 1964 
(in millions) 

OASI DI OASI & DI 

Assets June 30, 1964 

$ 16,044 
15,285 
19,699 

$ 1,208 
1,338 
2,264 

$ 17,253 
16,623 
21,963 

For the social security program as a whole, income and outgo are estimated to show a steady increase during the next 4 fiscal years. The two trust ~tmds combined are expected to increase by $5 billion during the 4-year period. 

Social Security A~~inistration 
Division of Program Evaluation and PlanninG 
Proe;ram Planning Branch 
August 1964 
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WHY SOCIAL SECURITY CANNOT BE VOLUNTARY 

If social security ,.,ere changed into a voluntary program, its ·financial 
soundness would be destroyed and its effectiveness in carrying out its 
vital role of preventing dependency would be lost. 

Disastrous Financial Consequences 

The financial soundness of our present self-supporting social security 
program depends on the assurance of income from the contributions of 
practically all present and future workers and their employers. If par-
ticipation '·Tere left to individual choice, many workers and practically 
all employers would stay out. The loss of their contributions would mean 
a large-scale reduction in the prospective income to the social security 
trust funds, without a corresponding reduction in the benefit obligations. 
It would then be only a matter of time until social security became unable 
to continue payment of benefits to the 20 million present beneficiaries--
old people, vQdows, orphans, totally disabled workers and their families--
and to meet its commitments to people who qualify for benefits in the future. 

The loss of the employer contributions (over L~5 percent of the present 
income of the social security trust funds) would by itself be enough to 
prevent the financing of present and future benefits. Employers would have 
good grounds for strongly objecting to a requirement that they pay contri-
butions on the earnings of their employees, regardless of whether any of 
their employees participated. And it would not be practical to require an 
employer to contribute with respect to only those of his employees who 
participate. Aside from the constitutional question of whether a tax can 
be imposed on one person as a result of the voluntary choice of another, 
if the amount of an employer's social security tax depended on the extent 
to which his employees elected coverage, employers would be induced to 
seek a cost advantage over other employers by employing workers who choose 
not to be covered. 

Another problem of financing, which seems insurmountable, would arise from 
the benefit structure of social security if one tried to operate a program 
anything at all like the present program on a voluntary basis. The present 
benefit structure is designed to protect all American families, regardless 
of the worker's age or the size of his family, or any other factor which 
might make the value of the protection much higher than the worker's own 
contributions. Because social security is financed in part by employer 
contributions, it can provide in virtually all cases protection worth more 
than the worker's contributions and still take care of the more expensive 
risks~-those cases where the protection is much more valuable than the con-
tributions paid by the worker. This benefit structure is highly desirable 
from the standpoint of preventing dependency, and it is practical under a 
compulsory program. But if coverage were left to individual choice, par-
ticipation would strongly tend to be concentrated in the group of those who 
are the higher-cost risks, that is, those who could expect to profit most 
by electing coverage (such as older persons or people with larger families). 
The high-cost risks would not be offset by corresponding proportions of low-
cost risks (for example, unmarried workers, who might expect no personal 
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advantage from the dependents and survivors benefits). Thus, the kind of 
worker-participation that could be expected if coverage under the present 
program were made voluntary would rapidly force costs upward. The 
arrangement would soon become unworkable. 

Voluntary Social Security Could Not Prevent Need 

It would be possible to design an equitable and financially sound voluntary 
program but such a program could not carry out the vital social security 
purpose of preventing dependency. The protection provided would merely 
duplicate what is already available under private insurance. For each 
participant, the protection provided would be the equivalent of the contri-
butions paid. People 'ioJ"ho do not now obtain protection under private 
insurance--those for whom the premiums are prohibitively high, the unin-
surables, and the improvident--would similarly fail to obtain protection 
under such a Government-operated insurance program. 

The major failing of any plan which would be voluntary for employees is 
that it would fall far short of the goal of preventing dependency because 
some employees would not elect coverage. Those who recognize a bargain 
would come in, but others who might have greater need would stay out and 
yet not obtain protection elsewhere. Under any plan which permitted workers 
a choice as to coverage, many low-income workers would choose not to par-
ticipate because their difficulty in meeting their day-to-day living needs 
would weigh more heavily than their need for future protection, even though 
social security protection would be particularly valuable to them and their 
families. Among middle-income workers, the improvident would generally not 
elect coverage and they and their families would eventually help to swell 
the public assistance rolls. 

All Would Lose if Social Security Were Voluntary 

In a modern industrial economy the prevention of need has become one of 
the things that cannot be left to individual voluntary action. Just as 
school attendance has been made compulsory to maintain the informed citizenry 
that is essential to a democratic system, and just as rules of sanitation are 
imposed to protect the health of all, so also the prevention of need among 
large numbers of old people, widows, orphans, and the disabled is too impor-
tant to the general welfare to leave entirely to individual voluntary action. 
Mbst people depend on continuing earnings from work for a living and few can 
hold out for very long if work income is cut off. The potentiality of wide-
spread poverty among persons whose usual work income is cut off--and the 
resulting danger to the orderly functioning of society itself--leads a 
prudent society to require its members to insure in part against the loss 
of their earned income. 

Thus, our Nation requires practically all workers--those with low earnings 
and those who are better off--to take part in social security. Through 
their participation they protect not only themselves but the Nation against 
the calamitous effects of dependency resulting from income loss occasioned 
by old age, death, and total disability--hazards which are confronted by 
all and are generally beyond the control of the individual. 

9/24/6~. 



; MEMORANDUM FROM YALE LAW SCHOOL 

September 14, 1964 

To: Max Kampelman and John G. Stewart 

From: Merton Bernstein 

Re: Campaign Issues and Proposals re (1) Disability and 
(2) Medical Care 

I. The Problems of Disability 

State Workmen's Compensation Acts provide an income substitute 

(usually inadequate) to employees or their survivors for work-connected 

injury or disease and medical treatment (including drugs) for their 

cure. The Social Security Act's disability provisions provide an 

income substitute (benefits as if the employee were retired) but not 

medical benefits for employees who, after a six month waiting period, 

are mortally ill or so disabled as to be unable to do substantial work. 

But the most usual form of disability, temporary non-work-connected 

injury and illness falls in neither category; it is the subject of public 

insurance programs in only 4 states (California, New Jersey, New York, 

Rhode Island) and on the railroads; they provide income substitutes 

(generally better than Workmen's Compensation) but not medical benefits. 

Partially because of these programs and their extension by collective 

bargaining, slightly more than half of those employed in private industry 

are covered by non-work-connected disability insurance paid for by 

employers or partly by employers and by payroll deductions; roughly 3~ 
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of those covered are in jurisdictions where such protection is exacted 

by statute. Probably most participants in these plans also are covered 

by employment-based hospital care policies (paid for in the main by 

employers) and many of them also have surgical insurance; typically 

w1 ves and minor dependents also are covered. Only a small segment 

of employees and their dependents enjoy major medical coverage (for 

physicians services) and few have insurance coverage for drugs when 

not hospitalized. 

Clearly there are considerable gaps in income and medical 

protection for the temporarily disabled. While employment is not 

arguably chargeable for non-work-connected injury and illness, the ~ 
~-~ fact is that millions of employees and their dependents ~urtnce 

against some of their costs -- primarily because that is the most 

economical way of providing such protection. For the same reason insur-

ance against wage loss is most readily provide4& for by group employment-

based insurance. Moreover, from the point of view of both the worker 

and society, a substitute for wages lost due to injury or illness is 

just as desirable when not work-connected as when they are. 

These gaps should be filled. They are not being filled by 

voluntary action because they occur principally in low wage employment. 

Many of the poor are employed. In other words, those who most need 

insurance against involuntary income loss and medical expenses when 

disabled do not have it. (Unemployment compensation is not payable 

because eligibility for such benefits depends upon availability for 

work.) 
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Compulsory insurance against these hazards might well be the 

next improvement to be made in the minimum wage law. However, 

there has been no demand for such improvements; yet they seem more 

imperative and desirable than improvements in cash wages. Of course, 

to do real good, gaps in coverage of the Fair Labor Standards Act 

must be plugged -- the areas of greatest need are laundry and 

domestic workers. 

On a broader scale, if all forms of disability were similarly 

covered by wage substitute and medical care insurance the least 

satisfactory, most frustrating and time-consuming aspect of Workmens 1 

Compensation -- determination of disability and its causation --

might be eliminated, with not inconsiderable administrative savings. 

Safeguards against malingering would be necessary; examination by a 

publicly compensated physician might do the trick. As Workmens 1 

Compensation is strictly within traditional state jurisdiction the 

federal role probably is limited to exploration and advice. But the 

federal government might well provide the blueprint for such programs 

to be instituted by the states. Moreover the legislation covering 

the District of Columbia might provide a pattern. 

Obviously compulsory health insurance (even if limited to injury 

and illness causing inability to work) would raise the cry of socialized 

medicine. Unless medical care were included, determination of cause 

would be required because only work-connected injury and disease would 

be the subject of compulsory insurance. 
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The requirements might well be limited to low wage workers, 

e.g., those receiving from the minimum to the minimum plus some 

increment. Recent amendment of the Davis-Bacon Act {under which 

government contractors must pay wage rates prevailing in the area) 

so as to define wages to include fringe benefits provides some 

precedent for this kind of requirement. (As a technical matter, 

to prevent over-insurance, workers already covered as dependents 

as quite a few low-paid women workers are -- should not have to 

receive the duplicating medical protection.) By such a limitation 

medical care would be compulsory for only a small minority of 

workers who nonetheless would number several million. 

In addition, a suggestion could be made for state action which 

would coordinate workmens 1 Compensation and private income substitute 

and medical insurance; ~ of the money required for such improvement 

would come from eliminating sometime costly and often psychologically 

injurious controversies over the cause and extent of disability. 

However, these savings would have to be supplemented quite considerably 

to provide medical care on the scale now afforded by most Workmen's 

Compensation acts. 

General improvement of medical care insurance at manageable 

private out-of-pocket cost therefore is the next subject considered. 

II. Medical Care 

A. A Sketch of the Problem 

Assuming that the medical care provisions of the Senate 

Social Security bill survive in some form, the gaps in its coverage 
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(especially for drugs and physicians' service in and out of institutions)) 

the financial requirements for plugging the gaps, and extending similar 

coverage to others eligible for Social Security benefits (those between 

62 and 65, "young" (below 65) widows with minor and disabled children, 

and even minor and disabled children) will be prodigious. 

Fbr this reason, if no other -- and there are others, it is 

not within the realm of political possibility to extend medical care 

under Social Security to the population at large. 

Nor does it seem feasible to institute a separate but similar 

national program of compulsory medical insurance, if for no other 

reason than the fact that private insurance and the Blue Cross-Blue 

Shield programs provide some form of insurance to large groups of 

the population. Moreover, if these private instruments are relieved 

by the public program of the over-65 population, now served at 

considerable losses which are passed along in higher rates to younger 

subscribers, they will be enabled to offer more comprehensive insurance 

at lower cost (or at least without raising rates). 

In my judgment it simply is not possible to displace these carriers 

by a federal insurance system or federal-state insurance carriers, even 

if it were desirable to do so (which I think it is not). I might s~ 

that I persuaded a group of nationally-known independent medical care 

experts assembled by the UAW of this. A major reason that a national 

system is not desirable is that the technology of medicine and medical 

care are undergoing such rapid transformation that we require wide 

experimentation in the means of providing economical and satisfactory 
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comprehensive medical services. For example, at present great emphasis 

is placed upon hospital and surgical care and individual non-institutional 

physician's care. But it may be that both the in-patient hospital 

and the individual physician should give way to hospital-based out-patient 

care provided by well-balanced medical-physchological-therapy teams. 

Other arrangements may be in order as preventive care becomes more 

important and effective than the treatment of chronic illness. we 

need time and elbow room for experimentation in new institutional 

settings for new kinds of medical care. 

At present most medical insurance is employment based with premiums 

paid principally by employers. But there are serious gaps in coverage 

and grave shortcomings in the quality of care thus afforded. 

Commercial and non-profit insurance (with the former now accounting 

for more than half the people covered) provides limited indemnity 

for hospitalization costs for the great majority of the American people 

{perhaps as many as 14o million). A smaller majority also have some 

insurance against the costs of major surgical procedures. Only a 

minority -- rather small in national terms -- have insurance coverage 

for physician 1s services (whether in or out of the hospital) and very 

few have drug insurance (and drug costs are a very large part of medical 

care costs). Few have coverage for preventive care, such as periodic 

examinations. A fraction have dental care insurance. 

What coverage there is in all of these categories in fact pays 

only about one-quarter of the medical costs of those with insurance. 



-7-

This results from deductibles, excluded services, and the predominant 

commercial pattern of paying fixed dollar amounts for specified 

services without arrangements that the payments will cover all or a 

specified portion of the services rendered -- leading to the frequent 

allegation that ch~es have been raised (especially by surgeons) 

to take account of the insurance payment thereby enriching the doctor 

but saving the patient little or nothing. It also seems likely that 

because the most expensive services are insured their overuse is 

encouraged; as a result costs are increased, amounts available for this 

purpose are misapplied and the wrong treatment is given. Moreover, 

the general lack of preventive services probably results in more chronic 

illness which means unnecessarily impaired health and avoidable 

expenditures. 

There is striking evidence that some proprietary hospitals either 

profiteer by rendering unnecessary services, especially surgery; even 

if the lapses are due to ignorance rather than bad faith the result is 

as bad for health as it is for medical economics. To cope with this 

problem in all hospitals, review committees of doctors are urged; the 

Senate medicare amendment bas such a requirement. 

B. Existing Programs 

Contrary to the popular impression and the usual ter.ms of public 

discussion, governmental programs already finance, and in some cases 

administer, large scale medical care programs. 

The largest national program is operated by the Veterans 

Administration which affords hospitalization to veterans, most of it 

free, for non-service-connected illness as well as for service-connected 

disease and injury. 
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All of the states provide medical service payments, usually small 

and paid for in large measure by Federal grants-in-aid, for those elderly 

who are sufficiently poor to qualify for Old Age Assistance benefits --

and in some states one must be poor indeed to qualify. 

A majority of the states, with liberal Federal grants-in-aid, 

provide assistance to a relatively small group of those 65 and over 

under the MAA (Kerr-Mills) program. A few large industrial states account 

for the bulk of the benefits paid. Not only is this program the wrong 

approach because of its humiliating means test, but the requirement of 

state contributions means that in some of the neediest areas, notably 

west Virginia, benefits have been lowered and eligibility requirements 

raised when state funds become short. 

Small Federal grant-in-aid programs provide benefits for the needy 

blind and "totally and permanently" disabled (a needs test program quite 

apart from the OASJ[ disability program). 

Medical cost p~nts also are included, where necessary, for 

recipients of Aid to Families of Dependent Children; the amounts depend 

upon state prescribed standards of need; benefits generally are small. 

I have not seen published data on how many of the very numerous recipients 

of AFDC receive medical assistance -- the proportion must be quite high, 

however, because ill health is so frequent among the group. 

All states operate needs-test welfare programs for those under 65 

without Federal grants-in-aid. Benefits are very inferior to those under 

the Federal grant programs. Many of the larger cities go beyond state 

programs in affording medical care to the indigent. 

Despite the fact that most people have some medical care available 
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to them under either private or public auspices, the care is usually 

available only when health has deteriorated, often drastically, and the 

public programs require a showing of financial need which is not only 

distasteful but forces many to resort to such assistance only when their 

physical condition has became desperate or even irreparable. 

C • A Proposed Program 

Legislation can employ two basic methods to affect private conduct: 

compulsion or inducement. (In the field of social legislation I call the 

latter "seduction to virtue" -- a politically unusable phrase which none-

theless delights the experts; in governmental terms, the seduction, not 

surprisingly, is accomplished by money). 

I take it as given that for the immediate and medium-range future 

a national system of compulsory health care insurance is not possible. 

Renee the chosen method must be inducement (except that for low-paid 

workers compulsion via FLSA may be possible 1 as already discussed under 

I). 
What I recommend, then is a federal subsidy derived from general 

tax revenues to help all citizens purchase comprehensive health insurance 

from private carriers, including the non-profit Blue Cross-Blue Shield 

and other non-profit agencies such as Kaiser-Per.manente, RIP, and GRI. 

Parenthetically it may be noted that such a program may help Blue Cross 

(whose national officers are quite progressive) out of the severe 

financial difficulties which are forcing it in state after state to 

abandon community rating (which makes coverage available at uniform 

cost) in favor of experience rating (which gives the best rates to those 
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the healthy-- who need them least). 

In my judgment, the subsidy approach is actually more desirable 

than the Social Security insurance approach for two major reasons: (l) 

the financing would be from the generally progressive income tax rather 

than the decidedly regressive uniform payroll tax of OASDI -- note that 

in the area of health care, which requires uniform benefits, the 

benefit formula does not offset the taxing method -- as it does in part 

with cash benefits; and (2) the private groups -- both profit and non-

profit which now occupy so large a part of the field, however inadequately, 

might be induced to cooperate in early establishment of the program rather 

than fighting and delaying it to the bitter end. 

A subsidy program would pay part of the premium of private insurance 

which is "comprehensive," i.e. provide all kinds of medical care including 

preventive services. The definition of "comprehensive" should be 

sufficiently broad to meet varying needs (e.g. low income families need 

"first dollar" coverage while higher income families prefer deductibles 

if other more expensive services also are availabl~. Moreover, the 

definition should permit wide latitude in the way the services are 

provided so that there can be ample experimentation among various --

and new -- institutional arrangements. While the arrangements will 

not be conflict-free, private groups -- especially the conunercials --

will have to be convinced that they will get a fair shake and not be 

gobbled up by govermnent. Hardest for them to swallow would be abandon-

ment of the indemnity (we don't care what the doctor cha~ges) approach; 
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what is needed is insurance for the entire cast of services, which 

means doctors would agree to fee schedules. 

(Parenthetically, but importantly, the Javits approach, recommended 

by the blue ribbon Flemming Committee 1 is highly undesirable. It 

would segment health care so that hospitalization (the presently most 

expensive kind of care} would be taken care of by government insurance 

through OASDI while other less expensive forms such as physicians' 

services would be left to private insurance. The report deals only with 

the aged but we must view the recommendations as of potentially universal 

application. There are two major objections: {1} there will be a 

tendency (now observable as between Workmens' Compensation and private 

disability insurers) to shunt claims over to the other; and (2} present 

patterns of care will become frozen.t _, 
Some will object that this proposal to give individual options~to 

purchase noncomprehensive insurance or subsidized comprehensive coverage 

will founder on the shoals of adverse selection, (i.e. the poor risks will 

take the comprehensive and bid up the costs} or most purchasers will be 

penny wise and not take the comprehensive coverage. These objections 

are demonstrably wrong. The overwhelming majority of federal employees 

chose the most comprehensive coverage available to them -- albeit at 

higher cost; and that was (and is) not subsidized insurance, although the 

rates were (and are) very good. Even more importantly, most coverage 

will continue to be obtained not by individual selection but by 

group purchasers with the decisions made by informed and sophisticated 

union and company officials who will recognize the desirability of 

comprehensive coverage and the bargain offered. 
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I suggest that this pattern not only is politically feasible but 

structurally sound medically and financially. It offers early accomplish-

ment of comprehensive coverage with adaptability to change. Of course, 

the principal groups with interests in this area will have to modify 

long-held attitudes. I 1ve already seen that accomplished in the UAW' panel 

of experts, most of whom started with a bias toward national compulsory 

insurance of the British pattern. Whether, the private agencies {HIP was 

represented and apparently embraced the notions presented here) will be 

able to modify their distrust of a large government role remains to be 

seen. There is a lot in this program for them. 

Medical Care Facilities 

Since the close of World War II, the federal government has sub-

sidized and induced a massive program of hospital construction under the 

Hill-Burton Act. During the same period a significant bloc of hospital 

beds were liberated for other uses by the near eradication of tuberculosis, 

primarily by prevention rather than by treatment. By and large, the 

demand for the general hospital beds for the treatment of pathological 

conditions has been satisfied, although better and more economic use 

could be made of existing facilities. Moreover, any additions should be 

integrated with existing facilities; regrettably, in the recent past new 

facilities have been built and outfitted rather indiscrimately. 

The Mental Health legislation of 1963 was a major move toward dealing 

with a specific set of problems which were formerly handled badly or 

inadequately by general hospitals or state mental hospitals which did 

little more than incarcerate the mentally ill. 
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We need a similar program for the aged. While the elderly ~ 

afflicted by diseases and injury requiring extensive general care, an 

even larger group do not require the intensive and expensive care of 

general hospitals; many more require the custodial care afforded by 

nursing homes or the special services of geriatric hospitals designed 

to cope with the degenerative diseases peculiar to the aged. The 

British have an extensive system of geriatric hospitals which are better 

suited to the elderly and are less expensive than general hospitals; 

they also provide excellent research and study facilities for geriatric 

problems. 

For the most part, nursing home facilities in this country have 

been private profit-making institutions. By and large they are miserably 

inadequate in both plant and staff. The hospital-affiliation and 

state licensing requirements of the Senate medicare amendments would 

tend to upgrade at least the medical care standards of nursing homes and 

may also imporve their physical safety standards. But, qualifying 

requirements do not organize and build the new facilities that will be 

required to serve the growing legions of elderly prople with physical 

impairments. Nor do they ameliorate the situation of hundreds of 

thousands of welfare recipients reserving institutional care. 

" There is an urgent need for a massive program of "nursing home 

geriatric hospital facility planning and construction program. The latest 

Hill-Burton extension makes possible a start on the nursing home program. 

Its desirability on a large scale should be stressed with the elderly. 
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Future general hospital additions should be coordinated with 

existing facilities on a regional basis. I suppose a federal-state 

grant-in-aid program for hospital planning purposes is the most accept-

able device to achieve such coordination. Special provisions for multi-

state regional planning would be desirable to deal with metropolitan 

areas which spread across state boundaries 1 e.g. Omaha, Nebraska and 

Council Bluffs, Iowa. The purpose of such planning would be to minimize 

the unnecessary duplication of expensive facilities (such as cobalt cancer 

treatment units) where hospitals could share them or allocate patients 

according to the facilities required. There is a considerable amount 

of petty (private) enpire building in the area of private non-profit 

hospitals which might be controlled by adverse recommendations from 

regional planning groups and certainly should be controlled directly 

where federal funds underwrite the construction. This would insure 

maximum returns for the medical care dollar. 

Nursing and Other Supporting Services 

Hospital personnel are among the hardest working, poorest paid 

people in the country. Increases in medical care costs 1 largely 

attributable to fabulous advances in technology and drugs, have placed 

non-profit institutions in a difficult position; they have increased 

charges and yet they often experience deficits -- hence insufficient 

funds are available tor personnel compensation. Perhaps hospital 

services can be analogized to certain public facilities such as canals 1 

which are not equally used by the entire citizenry but are in the common 

interest and hence only partially paid for by active users. Acting on 
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that principle, a grant or a grant-in-aid program for personnel com-

pensation would insure adequate hospital services and economic 

justice. I doubt that this program would have wide appeal -- but 

the depressed groups of workers, many of them forced to seek welfare 

aid despite full time and overtime employment, would be enormously 

enthusiastic. The American Nurses Association is a generally 

progressive group and deserves assistance -- and probably would recipro-

cate. The non-professional workers are organized in only a few places 

(N.Y. City, Massachusetts, and Minnesota are notable areas); but their 

unions and the unrepresented hospital worker would look upon such a 

program as their deliverance • In practical terms, such a program 

would be easier to achieve than changes in the federal and state labor 

relations acts and more effective. 

### 
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report coaes out. % WS.ah I COUl4 be -.," h*lptul. 

Best wtshn. 

stocere1)'1 

JOhn G. Stevu-t 
LegS.alatlw Asatn.nt to 

• Seaatar HUbert H. leJI!IphN;'f 



f rom th~ desk of MAX M. KAMPELMAN 

John, 

1700 K Street. N. W . 
Washington 6. D. C. 

296-3300 

9/8/64 

This man is excellent. He teaches at the 
Law School and used to be on our staff 
assigned to the Labor Committee. He's 
an expert in the social security field and 
is doing these position papers for you. 

Do you think somebody on your staff could 
get him that report that he asks for? 

. ~964 
---csuu 



Max M. Kampelman, Esq. 
1700 K. Street, N. W. 
Washington, D. c. 
Dear Max: 

YALE LAW SCHOOL ASSOCIATION 
401A YALE STATION 

NEW HAVEN, CONNECTICUT 

September 3, 1964 

OVer the weekend I shall be working on the draft of brief 
position papers on social security, private pensions, medical care 
and disability and man power -- employment problems and proposals • 

It would be helpful if I had a copy of the repbrt of the Presi-
dent's Committee on Corporate Pensions which was drafted almost a year 
ago and redrafted but never issued. ,I was a consuitant to Treasury 
and H. E. w. in the course of the Conmi ttee 1 s study, and I know in 
general its lines of analysis and proposal, but I have never seen the 
full text. To do a complete job I need the report • Naturally, I 
would observe it confidentially until official publication. From 
what I know ·of it I would expect and recommend that it not be released 
before=the election. 

You will be hearing from me soon again. 

With warmest regards, 

As always, 

~~-
Merton C. Bernstein 

MCB: joe 

Dictated by telephone 



.From tht! desk of M~X M. KAMPELMAN 

John, 

1700 K Street. N. W. 
Washington 6. D. C. 

296-3300 

9/7/64 

For your consideration. 

MMK 
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Dear Max: 

807, Ga ge Stre e t 
Benning ton , Vt . 

September 3 , 1964 

It just occured to me that a pointed phrase lik e 

Goldwa t Pr 1 s Unmodern Re pub l icanism 

mi ght b e h elpful in our di f feren t i a tion game concerning the 
mo dera te Republicans . Ei s enhower and t~ e Ei senhower Republicans 
'have made a lot of hay with t'heir "Modern Republicanism" in their 
time . It mi ght not only stick in the craw of the po li tically ac-
tive , but a lso re~ind the gene r a l pub lic of s ome thing that ain ' t 
anymore . Bes i des , i t se ems to me a quite precise description of 
the actual content of Gol dwater's - · i f you e xcuse tbe exp r e ssion 
- philo s oph y . 

All the b e st on the campaign tra~ 



l 
~" From the desk of MAX M. KAMPELMAN 

John, 

1700 K Street. N. W . 
Washington 6. D. C. 

296-3300 

10/14/64 

Somebody on your staff might be interested 
in the attached. 

MMK 
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' ' Senator Hub rt B. itumpbreJ , 
W1111am Connell .... •'' 

18,000,000 poopl over a 6!) 1n tb18 country! 

. 
' . ' ' " 

' l 

It 1 at1mated tba t on out ot every t1 Cho 111 enter t . .. ~ .,.. . . . 
bootb 1n tmv r 111 b ovor 65. 

The Vn1vorelty of chi t t S. 1958 t ol 
t1n1tely l an1ns ,-ubl1oan nd conaervat1ve • . In t 'IPI"al.,. 

ot t o ootually vot d over g 60. 
Th ubl1c n t1 1 C t ~port 

t1ou t " Jor1t7 ot older voters et1c n ldtb t 
Lub U e 1d on 1n twenty Bopubllcan votera wltoh d to De~!C'OJ~ 

c ot t .ed1care 1sa • 
l·'earl.J 16% of those who al'e of vot1ns ge (M)1' 65.· 

tl ted l8.s,; ot thoa o resistered are over 65.. bout 
td t1 , or~ of thea ho aot lly vot o~ 65. 

One OU' Of four (a5-) w1ll be over 60. 
ot th e ov 65 ho vote ran 
1n boapi t 1 r nuntng h 

OWJ17 l1m1t tb 1r :»blllty. 

around 75,S 
to •• and l 

· · 0 ..-third ot t n10.- c1t18 n ov 65 l1 ln to stat ... 
York, Cal1tom1A, Ponn8Jlvan1a and l111no1a. 1th 130 C~so1o · -

lfe\1 y~ 1.9 m1l11on .6 lll . 
Cal1toftda 1.6 m1l:t1on .1 111 · ' 

. l?onnsyl van1a 1. a atl11 • 6 1111on 
Illlno1e 1.1 million .6 ad.lU.cn 
Qh1o 1.0 m1ll1on 699,000 

. . ~ 
' . 

' '. ,., .. ' .. ~ ..... ' ... 
4 

. ' 

; . 

. ' -· 

f ~ '1 f I • .. 

· Bo 1n ua nt Ccngro man or 8 n tozt ho has aot1vclJ osmpe..~,···•"• 
1e has hAcS e n1w c1t1Z n support h 1 t. Tho AMA 4 t·•e•·"""" 

th . y-Wa311 r-Dingell bill 1n l94S:.51 by de~ tin .~ 7 senate a 
ers or this bill. d1 nd aen1or cl tlz a aee1.ated 1n t . • b 

·1952 Victories over ine bonts of Senatore R1b1coft- h, N laon nd 
tnre an4 CongJeasmen Uraae~. Pulton, P pper. Van. erlln, ~ lte , 

. RM7ba.l. Bd I'd a, 0 bowak1 and Staebler. s ncton CaJ'Nll and 1110 1 · · 
· Chtoked t l4ed1oare lea anct avo1<Je4 Senior 01t11ena O\I.PPOJ't e~t~ and ' · 

11 l tbla e a tao'or 1n the1r def at . . , , 

.J ' 
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July 14, 1964 

MEMORANDUM 
TO: Cliff' Carter 

FROMe Jim O'Brien, Executive Director 
' . 

'· . 

'. ' .. , , 

,~ . 

... ' .. 

'·: .. 

'. ' 
.,.. • e,, 

. _ Cliff, yesterday Al Barkan asked me t~ join hi 1n a m et1n .· . · 
w1th Roy Reuther to ~port on what I had obeorvod in several ooks · 
of travel and though there were speoit1o situations he "ae 
interested in re6ard1ng forthcoming House and Senate contest ba ·. J 

. Was prtmarily interested in an overview of the Senior situation as 
I had observed it 1n stope at Milwaukee, Chicago, Phoenix, Loa .• . 
Angeles, Oakland, San Francisco, Pittsburgh, Canton, Akron, Gar.J 1 Buffalo and New York City. . .. ,· ... 

•' 'After we concluded an hour and one-half of diecussion ' he · 
requ~sted that I summarize it and submit it to ~ou. This was: ·. . ~ ~ 
because, as I understand it, you had engaged laot eek in a review . 

· ot the situation with Al Barkan and later John Edolman and· Nelson · · ' 
Cruikshank. I have already touched on tho subject ith Dick Lmguire .. 
and am hopeful of meeting with him on Thursday for further explora-
tion. I havP- also read the report and evaluation prepared for JOU >' 
by Col. Bill Hutton and submitted to you at the meeting with Nelson 
C~tikehank and Al Barkan. . ' . 

I am unhappy to have to indicate that the attitude of the 
Seniors and the de~oe of their dis~ontent and bittsr.ncoe ia the 
worst that I have experienced in eight years of responsibility 1~ 

( .. 

. this area. From one coast to the other, the militants who edit the ' · · 
newalettere, organize the olubs, furnish the leadership on political, ,· 

- aocial and legialati'lle action are critical and discontent e.nd they • '· 
do not spare any of us; the President, the Party~ the Trade Union 
Movement and those representing them in Waohington . 

It is quite obvious that they cannot bring themselves to go fo~ 
Goldwater and in fact I doubt if we would bavo much difficulty on 
this score with Scranton, but thank God we are spared competition in 
~his area with Rockefeller. The attitude of many of them ia that 
after their all-out effort in 1960 and again in 1962 and in spite of 

I , 
' ~ . 

• 1: • 

'' . ·. 
•. 
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the commitments of President Kennedy and President Johnson tnat with 
tno Chief Executives supposedly favorable and an overwhel;!ngly . 
Democratic domination of House and Senate, that to end up with the 84. 
in Social Security increase and no Medicare is good and sufficient 
reason to sit on their hands. 

From an audienoe of 1,000 in San Francisco to one of less than 
100 in Olean, N. Y. I received exactly the same kind of statio in 
question periods regardless of the defense that I drew for the 
P.roeident, Democratic Party and Labor Movement. This kind of reeponee 
waa typical: a 67 year old retired Chemical Engineer; Cnairman ot a 
1edera.tion of 14 Clu.ba in Los Angeles - "Why' is it that we can find . 

':lye to overcome tho resistance of a man lilce Otto Passman to give · 
3 billion plus abroad and canno~ muoter the strength to get Ho p1ta~ 

Insurance for 18 million Americans; or this from a Retired Ra1lrondo~ 
in Lackawanna, N. Y. - "How come people can work eo hard on Maos 
frnnsit nn~ Youth Opportunities and forget about this log1slat1on wbioh 
ha aeon 1/3 of tho people die who wore over 65 since it wus·firot 
introduced". 

Now, obviously one tires to explain the diff1oulties wo all 
encounter here and point out the effort the President has made with 
Mr, Mills and the fantastic endeavors of Larry 0 1 Brien and hie team ae 
well as many others. Unfortunately, however, thie is not coming 
through loud and clear in the newspapers and there is a general feeling 
on the part of the older and retired people that they have been given a 
low priority. 

It is terribly important I think, for you to know that this is . 
not a conolueion just recently reached. This kind of negativism has 
been a trend for quite a period and I am enclosing for your background . 
information, copies of memos prepared in late November of 1962 and in 
January of 1963 for Dick Maguire, Larry O'Brien, otc. 

1 

You can rest assured that we are trying to develop through ever, 
moans available to n&, the ability to counteract the misconception and 
disto~ions that are disturbing the Seniors but as Al hae asked me to 
convey ·to you my conviction - the job requ.1reo commitment and aseie·~~· 
tanoe from the Summit on down. 

. . 

·' . 

,· 



HONORMV PRESIDENT 

Co,UGRI1SSMAN .AIMil J. FqR.ANO 
(Retir~d) 1' 

'· .. 
STAFF: 

DR. BLUB CARSTilNSON 
B11m11iv1 DiruiDr ' 

PRESIDENT 

)OHN W. EDELMAN 

ASSISTANT TO THE PRESIDENT 

)AMES CUFF O'BRIEN 

VICE PRESrDENTS 

CLINTON l. BYERS 
Washington State Council 
of SeniGr Citizt:ns 
Longview, Wash. 

fLOYD l. ELLIOTT 
Florida State Council 
ot Senior C1tizens 
Kossimmee, Fla. 

Guv FAtN 

., ~a~'onal C@~unai ¥',~(W1t <G'~u4, .Aw. 
1627 K Street, N.W. ·<·r'q"" , :- Washington, D. C. 20006 

1"~ ... ' I ' •!{ 
' . 

~ ,, I <' rl 
.1' • 
l ;. • • _ .. 

Telephone~ 783-2805, Code 202 

~~ ovember 2 3, 1962 

.l.f.~MOH.ANDUNt 

WILLIAM R. HtJTTON 
Dirulor of Infortn4tion 

joHN CoLAO 
Dirutor of Organization 

LAWRENCE A. OXLEY 
Dirtclor of Special Projects 

MRS. E. MARJORIE MELTON 
Membership Fitld /)irtctor 

LAURINE A. PEMBERTON' 
AdminiJtratiPt AuiJtant 

Nanonal Associati<•n of Retired TO : 
and V~tcnn Ratlway Employees 
Glendale, Ohio 

Rj chard Donahue, Richard Maf.,ruire , 
KPnrieth O'Donnell , Lawrence O'Brien 

.MRS. BESSIE GoTTLIEB 
1 ' 

Chicaso Senior Citizens FROl.r •• 
A<SOC1ation - James Cuff O' Brien 
Wilmrttc, Ill . 

ADOLPH HELD 
Council of Srnior Citizens 
and Golden Ring Clubs 
New York, N. Y. 

SEat liT ARY· TREASURER 

jOHN FITZPATRICK 
Detroit Council 
of Senior Citizens 

.. 

. . 

SUBJECT: Address of Secretary of Jf":',Vf Celebrezze at . 
the National Press Club -

Having ·$eon on u. late news broadcnst in r~ancaster , Femia. 
brief excerpts of Secretary Celebrezze'.s address to the 
National Press Club and being less than impressed with 
their political significance, I secured a copy of the text 
on my return and then asked Colonel Hutton, who had 
attended ~ for his reaction in writing (a copy of which is 
enclosed) . 

It does not s8em to me that we can afford to have valuable 
opportunities granted to Administration spokesmen with 
maximum coverage available and then .have them fail to con-
sider in their presentation the politiccl importance of 
their performance and the need to dramatize issues and 
promote effectively the politically necessary support for 
specifj.c pieces of legislation that are an integral part 
of the I~esident 's program. 
1Vhile the Pr~sident must frequently be above party, there 
is no renson why with the oxc~ption of the Secretary of 
State , the Sncretary of the Treasury and the Attorney 
General , the Cabinet must be. '":ssentially there was li ttlo 
in the Secretary's talk that could not have been delivered 
with equal ineffectiveness by a Reuublican Secretary of HmY. 
It is of vital importance, if fervor is to be maintained 
among the rank and file that the right words are said by 
the right people--so that those who have carried the end-
less petitions , have engaged in registration and get-out-
the-vote drive s, have given of their time as volunteers, , . 

~1!50 
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~:~.re helped to j dentify with the President and the PE.rty 
by he::.o,rinc at periodic intervals the kind of challenging 
~:.nd sttrnuJating st~'-tBments of conviction th'1t renews 
d'-"tormin'itio:h "'tnd :inspires confidence . 

Tt i f.;l c1 i ffj cuJ..t to cc· out to t3roup8 of seniors in C3.li.fl"" 
or!'li:::t and 11 ew "'o.t'k, Florida s.nd Illinois, and he::.r them 
quastion the tangible evj1ence of a demonstration of 
tou,;h . ,nd ::ng3.gcd liel, tF-nants of the ?resident fulf;Llling 
t 11"! role of effective polj ti~.:lJ. leadcr2hip; this was .. . 
cr.11J·1.rr;ls.c:ing throuchoTt two ye·).rs of s~cretar·y P..il;licoff' s 
t~.;n1P:'9 ::d; Ht.: '•·V--anl..l if he had b0en '=~S orti cv..l:J.te in .-
'Nnn1'!. i n::rton as h·:"l V~~[• s cr.rnr::~j.g"1 i ng back in C:onncctj cut · · 
pr:r~ r )S W"" ·.vuu1d lt ve bflf;rt no c·l N~·;·c t1> r. bi.Jl, hut we ~ 
ccrt~-.~.irll.f W(JUld h~;tvO hr~d norr> rank "Lnd fil.e participEttion .. · 
::~nd C!ontr.ibut.i.onG throutrhout the country . ·. . , ...• · 

" 

' ... ~ ~ .... 
Now. I li\:e Anthony· C~1ebrr;zzr- and thin ~ s not me'.:l.nt as an · 
_i.:;.j j~tTnCl~t nf hill ... ::.1..s 8.1'1 indivi.clual, b~.l.t CCJ.ndor 'lnd ~ d<;;sjre 
to ::;eo: t~1-.' job drmc rcqu.i:rn thut I I>I'ClS·"nt thesP :t'eflections 
fran~ly and fullJ . N)t a month ~oes by thnt I d6 not · t • 
Pld'~"PSS.:l ~.ini.mum a·~ half n dozen group~ of seniors. In 
l], \lt . or thr-l lY.!::!01."d of thn D·31l10Ct'..'tic J'R"rty , it is to' be 
1•'plr r·'d that th .. .Y rt£•r. not .mor .... ~ 3Jlprer_,.L~:t.tjve· and lnyH.l; . 
~10wev~:-'r, w0 .a.t'o::: ma,d n._; r,rc·~ t inro"'.dG <:tnd. improv:i.ng our 
tjf' r-ccnt:Jt;P . among them o.ncl , of cour~c, the;;r are no mora 
forget·r:u.l .tr1an th::Jse. aut? w~::·'<:Ers who helped elect Romr~e;)· , : . 
in ~"ii chif."3.n 3.nrl thos8 steelworkers w:1o hcli;ed el·ect Scranton · 
:in Pennsylvania.· Th~ effort thoue;h to dP.t?.ch them from · 
ttteir tradi tion3.l Repu.blicnn loyalty ::•nd tr~nsfer them to 
Dem.vcra·bc allr~ginnC'e i.s dependent on constnnt educat:i on 
and o·.rerwhelminG 9Vid~nce nnd r~nnind.e1~::1 ~rom 11Bjor Demo-
c.:-:.• t i.e apr;.nespen of this fact of dif::'e:rence in .~9..-r~t;r , 
p'Li lonophy and ·vvh::•.t it means . ~ . , 

' . 
T ~lose o~ th' note on whicl1 I opened. 3qoretari Cclio~rczio 
"'' t, th0 l;...J.tj onaJ Pre!~C Club could. h:nre ~.nd :)hot~lc'1 ha-:.riJ 
··. '{_.ire .Jsc<i nr)pre>c:l n t i.on ~.t t the 0lec tion r"l'":urns, concluciin:e 
~~nt they repr~sentcd en obvi~1s dicplay uf sentiment in 
bsh:;1.lf of l0~~j slat ion suc'l as I'.~ 1~:DICAlT.~, and grasped the ~" 
opportnni ty to thr\nk the seni orn for their . zhow of 
c on:'ide.:1C8 and to pred:i.ct their future Sl .. l})po :::•t of th~ 
:D:i:'·"'s.;_dn:'lt and his p:::·ogram. .. . 
Face(! ','I.L th t!•o nnb9.l ~ •1-c"" in t h~~ press and the ~ener3.l · 
orposl t ion of nov-verfu-1 £rou.'ps to impl0m~nt:Lni~ dot:lestic 
1q;islatj'r'.? items, tim:i djty and moderc..'.tion wilJ. ~wei]. us · .. 
vr:; '7 l.i ttL.. . While t<:~ct and sJ{ill ar~ n(c~c.~scary j_n .dPa.li ng. , 
vri til. 'jon,~r~~mnen f{ni Committei"\S frl)m tho ~h ·i. "o .. .I01.l.Se Pnd, . •· 
;j :~ C." "t;C".~' conc8rn f0r ·1· ,.x1Ni~jng polit ·r ... ~:-d . .-turGts .i.o 
eerta inly n<'ecssary thr\)ttghout t fJe depr.:rtrn~n.·';r.J . . . 

.1' 
; 
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November 20, 1962 I/IB 
, . 

MEMORANDtTI'II 

TO: Operating Committee T ... National Council of Senior Citizens ' • I 

I; FROM: Bill Hutton, Information Director 

Secretary Celebrezze 1 s speech before the members of the National Press Club on Monday was a disappointment all around. 
It failed to project the Secretary as a political leader; it ignored Medicare except where it could not be avoided during the questions from the floor; it did not make the best use of the Secretary's warm talent as an "off-the-cuff" speaker~ 
We had sought - through personal contacts - to ensure that the first post-election speech by a Cabinet officer would reflect some enthusiasm regarding the prospects of Medicare legisla-tion this year. Unsuccessful in these efforts, we "planted" some que stions with members of the Press and submitted ques-tions of our own on the cards provided at the lunch~on. Though the Secretary 1 s replies indicated his personal support of the Medicare proposals, they failed to carry the convictio~ that either the Secretary, his Department, or the Administra• tion were enthusiastic about the prospects. Secretary Celebrezze felt that health care for the aged was "~evitable" but he did not seem willing to commit himself further. 
Secretary Celebrezze 1 s speech- which he read laboriously-was described by some old-time newsmen as "An HEW 1 pot-boiler 1 which touched all bases in a humdrum way but significantly lacked newsworthy material." He was best during the question period - and his answers provided what little news copy was used as a result of the speech. 
Discussing the speech with some newspapermen afterwards, I was given the following comments. (As I did not ask permission to quote these people, their comments should be kept confi-dential.) 

'. 
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2-Memorandum-11/20/62 

W.Carlton (Bill) Kent (Chicago Sun Times): "Dull speech-
but typical of anyone who is asked to head that Department. 
It would have been better to distribute his actual speech 
as background about the Department and let the Secretary 
give some personal observations which would have been more ~ 
newsworthy." 

Julius Frandsen (Managing Editor United Press Int.): "He'd 
have done much better turning over his entire time to ques-
tions." 

Art Brandel (free lance): "The Secretary's downplay of 
Medicare- except under questioning- will 'do its cause no 
good. He almost confirmed what Dr. Annis is saying." ••• 
that Medicare was not really much of an issue in the elec-
tions." 

; 

Fred Blumenthal (Parade Publications): "His long speech about 
the Department seemed to disprove his claim that the Depart-
ment was not too 'big to be broken up as his predecessor had 
suggested." 

Bernard Mullad International Labor Press Association): 
" t was strictly a run-of-the-mill HEW Department speech. 
The Secretary's public relations advisors had not given much 
thought to the provision of interesting, newsworthy mater-
ial." 

. ' , 
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Janu2ry 29, 1963 

li!:~I.:ORANDUM: ?.r:mT CAR-:: AND TH':::; 88TH CONGR7.SS 

F'T{Of,l: . J AlVJ'S CUFF 0 I l:=tiEN 
I' 

Yl~Dtf'rd1.y I Hecured th0 fol1owi.n8 ~stirno.tes of tho over 65. popul~'l-
. til'~n in the 1{. .... y industri.al st'ttes 1:J.sed on the latest Census oN 

Bureau fi31.l..,...es. Those H.re p,,ojected for November , 1964: .::; · 1 

· New Yor~c 
Californi:~ 
Penns,y-1 v miu 
IlJ iJ'l.OiG 

1,811,000 
1,'514,000 
1,1go,ooc 
I , 3tsO ,OOO 

Ohio 
ilichigan 
Indic:ma 

1,005,000 
705,000 
475 , 000 

.In tho I sa elections the sen i_or votC'; (here j.nterproted as those 
'over 60) accounted for 24.4~ of the total vote; in '60 , 18.5% and 
.incomplete fi{;·ures for 1 62 indicate 25 .1 ~~ . We know thE:t.t about 75% 

.I of seniors vote in all elections which is a much higher percentage 
than that of younser voters . 

In his post- election analysis of the '62 Congressional races, Sam ' 

.. 
.. 

Lubell, no great friend of the President, the Forty or Medicare, ·• 
said that it was the one domestic issue that really helped and that · 
one in 20 Republicans voted Democratic because of the Medicare issue: ~ 

All of this leads us to the conclusion that it can do us real 
damage in '64 if W'; don ' t pass I·iedicare this year and , in fact, have 
s0me benefits paid out in '64 - contrary to present Administration 
plans . 

I was in 'Jalifornia with Zalmen Lichtenstein four days last week. · 
Carstens on is now in Florida for a series of meetings . 7/e had Birch 
Bayh address a ~ajor rally in Daytona in Herlong ' s territory last 
Sv.nday night . 

In general, however, we are uncertain about the Administration ' s plans 
, . and timing, and DI\ C' s intentions on grass-roots mobilization, etc .. 

The Republican Senior Divisions are working fulltine trying to cut · ' 
jnto our o"fort .J nd b1ame th0 lack of :progress on f•Icdicare on our 
.Pnrty. 

','/e .f'eel that wr. h:1d bPtter get uur pluno developed und timing agreod 
Ut:)On soon . 

' l • 

', 
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DEMOCRATIC NATIONAL COMMITTEE 
1730 K STREET, N.W. 

WASHINGTON 6, D.C. 

Bryce: 

/ 
October 16th 

The enclosure includes on 
an item about social security 
which I am sure John Stewart would 
see, if he hasn't seen it already. 

Betty Binder 

TELEPHONE 
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in Senate 

c, ~ -..: ••• :: :,: c~ •. :: . This is only time social security laws have included farmers . 

~~- ----~.·--·~· . .: 'J.:...__ .. ~:~:.:::. c:: -.; ___ :_ 1. c.:.:·: .. ~'". t·~::(! ::;c::~- :.:~ --~~.: .:: ~::. .. ~.::~' =·v:- ~~::c:2i."'S a::G 

~-~·.Jl:.,_.:.:: \;.__::.·.:..: ... :..:_ :~!.~ (~~ -~--- .... ~. ~--~ w :~ .. -~ Cv: .. ~-2-_· .::.c -~ ::-:_)c,:_""t, ::~~ .. .. -_ . .2 :: s ~-7e:. .. c -:~ct 

: .. :.. .. ~.:c.-· __ ,:_ :_,y :.-~-~:. . But they were included in the Conference Report,which passed 
on August 20,195L~, the day of adjournment . 

~~~~c. :. S':~.-

=~~~~~2~ t~~ ~ ~~: . I 

--:·.::·~·,:_·:..:·: .-~,-·_.,:·.-.:~·:.~.: · : ~-~ :.:·. ::~k c~~::.:. :.· · Sena tor Gold\·7ater was not . 

-(3) Note the last paragraph on page three of the enclosed speech. Goldwater 
says that he was ~ga:fr presiding the day - that the 1954 social security , amendments 

we::e passed to ·::.nclude farmers. He does not say he \vas in the chair at the moment 

they passed; only on the day they were passed. According to the Congressional 

Record for August 20,1954, it should be noted that: 
(a) Senator Goldwater missed t-.;·Jo quorum calls and two 
other roll call votes on that day and did not pair on 
the two roll calls that he missed. 
(b) Sen. Barrett (R,Wyoming) was ~n the Fhair at the moment 
the 1954 social security amendments' vl~re, passed by voice .vote 
on the Conference Report, all:o:wing farmers to be covered by 
social security ~e for the first time. ~) 
(c) I don 1 t know where Sena tor . Goldv1ater was during those 
four record votes and the Record does not indicate when he 
was in the chair, .if he was there at all . Clearly, however, 
Senator Goldv1atar was not in ;;he chaif \vhile • the social - security.:. 

for farmers r;r:m:.:ld matter was b. ei.~g I c. ( v-) ( ( 1 CnL\ '),. 
voted on . v'-.../ '-J 

-~,\ . 

(4) The relevant paragraph o'f Goldwater 1 s speech today is as follows: 

"1 pledge, as 1 hove pledged before, my unqualified support of the social 

security system. On this, my record is clear . I have voted in favor o~ every 

Socia l Security Act since entering the Senate. I voted for the acts of 1954, 
1955, 1956, 1958 and 1961. In fact, I had the opportunity of presiding over the 

Uni -ed. States Senate on the day the bill \vas approved bringing farmers under Social 

Security for ·the first t!.me . And that ' b~ change . had my active support." 

(5) Please also note that he omitted from that paragrap the reference to 

1960 Kerr Mills which he voted against . Although he says in the next sentence 

that he supported all of the 1964 social security amendments except the "phony 

edicare" ·amendments . He of course now says he is for Kerr -Mills . 
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FROM: REPUBLICAN NATIONAL CO~~ITTEE 
1625 Eye Street, N.W. 
Washington, D.C. 20006 

AUTOMATIC RELEASE 
PMs FRIDAY 
October 16, 1964 

Ch~PA~GN SPEECH AT JOE FOSS FIELD, SIOUX FALLS, S.D., OCTOBER 16, 1964 

BY SENATOR BARRY GOLDWATER, REPUBLICAN CANDIDATE FOR PRESIDENT OF THE U.S. 

The time has come for straight and honest talk to the farmers of 

this nation. And that is just what I'm going to give you today. I can 

talk to you this way because you and I are true conservatives. We under-

stand e 2ch other. We speak the same language, and we're concerned with 

the same problems. 

We believe in the individual. We believe in the family. We believe 

that self-reliance, private initiative, reverence, and diligence are the 

keys to a full and prosperous life. We ~elieve that every citizen should 

run his own life and attend to his own business. We believe every one 

should give humble thanks for the many blessings of Almighty God, including 

.ou r priceless constitutional heritage. 

we believe in an orderly life in an orderly society, a society whose 

basic nature changes only gradually and only when the people who make it 

up are absolutely convinced that there mus>c be such a change if progress 

lS to be made. That is why we oppose sudden and arbitrary revisions in 

our constitutional government by order of appointed justices of the 

Supreme Court. We do not approve of their order banning God in our schools. 

We do not approve of their order telling us how to form our legislatures 
and ~pportion our dietricto. 

We are more concerned with t.he dircact:!.on in which we are going ·than 

the speed with \vhich we get there. we knm., ·that undue haste makes trouble 

and waste, and seldom gets us where we set out to go. we have learned the 
lesson of t.he tortoise and the hareo 
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Now, if there is one thing you and I know as well as our names, 

it is this: our nation is going in the wrong direction and far too fast. 

We are headed s Jcraight down the road to socialism -- and you know it. 

We must change that direction -- and you know that too. 

In fact, nobody knows this better t~an you do . In some instances 

you are now being told what crops to grow and not to grow, what acres to 

plant and not to plant, what records to keep and not to keep . And 

bureaucrats are flying helicopters over your land to check up on you. 

I know you will agree with me and with the Republican Party when we 

insist that farmers must be freed from the menacing control over their lives 

that is now being exercised by farm boss Freeman and his crew in Washington. 

And they must be freed from the cost-price squeeze being imposed on them. 

You and I and all good Americans -- we all want a free and prosperous 

American agriculture, with a minimum of fede~al controls and intervention. 

That is the direction in which we must move -- forward, toward freedom 

and progress. 

Do you really want to keep going bqckward with my opponent and his 

curious crew? Do you want to keep going backward into enslavement and 

decline? 

Of course not, and that is why you will join me in turning this 

country back around, away from retreat and defeat, so that we may move 

forward again in progress through freedom. 

But let me make myself absolutely clear. I know, as you do, that the 

mistakes of the past cannot be corrected overnight. And I will never try 

to correct them overnight. 

We must honor co~~itments already made by the federal government . 

We must keep faith with those who have made plans and acquired 

property on the basis of those co~~itments. We must have the good sense 

to move slowly in making changes so ochat the citizens of this nation --

and indeed# the economy itself -- can make smooth adjustments, adjustments 

tha·t will cause nobody harm. Above all, ·1:;e must not scrap existing programs 

until we are sure we have something better to substitute for them. 

(more) 
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That is, after all, nothing more than the creed of the conservative. 

And I am a true conservative, not a make-believe one. I am a conservative 

whereve~ and whenever I speak -- whe·ther in the midwes-'c or the east, whe·i:her 

before elect~on or after. I do not c~rry around fifty diffe~ent speeches 

for t~e fifty different states. 

My oppone.t has recently traveled through these parts, giving to 

you his midwestern, before-election message. You may have heard some 

of the tw.:.sted things he said about me. Perhaps he has been so busy 

counting his acres and sweeping scandal under the rug that he hasn't had 

time to get the record straight . 

He said that I will put an immediate end to farm price support. This 

is not true, and he knows it. 

He said that I want to kill he electrification program. This is 

not t~ue, and he knows it. 

He said that I want to destroy the social security system. This is 

not true, and he knows it. 

He said that : will cut farm income ~n half. This is not true, and 

he knows ; --- '-• 

Let me set the record straight once and for all, so that no one may 

distort it again. 

I pledge to you, as I have pledged before, that I will never propose 

a change in the pr~ce support program until something better has be n 

developed that can be gradually substituted for it. 

I p_edge, as I have pledged before, my whole-hearted support for 

coopera~ives owned and operated by farmers, including rural electric ~--~ 
in a~d t lep~one facilities. I stand firmly with the Republican platform 

t~is pledge b cause I ~elieve i a st_or.g and healthy rural electrification 

program. 

I pledge, as I hc.ve ;?ledg·ud be:: re, .1y unqualified support of the 

social.secur~ty system. On thisi my reco~d is clear. I have voted in C'''· ,, 
,... ... g,."j \1 

·w ;f 

£avo~ of every Social S curity i\c.r~ oinc-J en·::.ering the Senate. f{'" ! ~ 
I voted for -~qJ 

Jche ac'cs of 195(, 1955, :956, 1958, and -96lo In f~ct:, I had s f"'fl"'· the opportunity \.,A 

~· 
S ~1 -',;e on the day the 'l:>i-1 \>JUS approved ) 

""" ........ 

c: ____ g : ...... d L.y cc'i:i 1 

-~·-.,..,..---.. -.~o.,.. .. ......... -..--

c:. s ci ... Doct:.rity firut ti::h::. .n.nd that 

{ .. :.;r ) 
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I supported every section o f the 1964 Senate Bill except the phony 

Medicare scheme. It was my opponent, the interim President/ who denied you 

the. increased benefits contained in the bill by killing the entir e bill in 

conference -- simply because Congress would not approve o f his phony over-

burdening Medicare scheme. 

So much for ~he slanders of my opponen~. 

Now , I am not like my opponent or his running mate. I don ' t c laim 

to be a farmer, successful or otherwise. And I don't appro a ch every 

problem with an open mouth. 

Let's not fool ourselves about this. Let's be honest. There just 

are no simple solutions to the mess that has been created by growing 

co~trols in agriculture . We must seek the best ways open to us to bridge 

the gap between tre controlled agriculture we now have and the free 

agriculture we must move toward. 

I w:!.ll buiid that bridge with the aid of peop_e who rec..lly know 

agriculture. Mv Secretary of Agriculture will be a man with experience in 

farming, a man who knows what it's like to plow a furrow and to have dirt 

on his hands. He will not be a defunct governor, trained as a city 

lawyer and looking for a political handout. 

And my secretary and I will seek out the advice of farmers and farm 

organizations across the country, to fi~d ways to make a sound and 

healthy transition away from controls in each particular sector hampered 

by them. We will be guided by one goal and one goal alone: To ease 

a~ay controls while keeping full f aith with the =armer . 

I will never jerk the rug from under the American farmer. 

Now, my opponent is not bothered by any of this. He thinks he knows 

so much about farming that he can geJc a\-lay with having a farm boss 

w~o doesn't know anything about it. But just how much does he know about 

farming? 

He seems to think the \vay to handle the farm prob:'..em is to hire a 

bureaucrat for every farm, cook up a different scheme for every crop, 

Do you rems~ber back four y~ars ago when this Administration promised 

you 100 p~r can~ of And uh~t h<:...ve t:1.o_ ac:..ivc::cd? A parity 

level of 7~, per ccnj:., ·::he lo-.;c::~.: td.:1C\3 1939 ~nC! 10 pc:'..n·to belm; ';:he average 

( ... o -) 
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in the Eisenhower Administration. Unkept promises are cheap -- and even 

cheaper by the dozen. 

wnat else have you been blessed with under this Administration? 

Well, they dumped feed gra~ns on your markets, forced down livestock 

prices, and then refused to do anything about a flood of meat dumped by 

foreigners. They manipulated your production and markets but did nothing 

·to control imports. In fact, meat imports since 1960 under this Adminis -

tration have more than doubled. As if tnis were not enough, they next 

tried to push through a program to subsidize grazing! 

Does this make any sense to you? 

Since July 1, the Freeman price-wrecking crew has engaged in a 

mass ive wheat dumping ·program. More than 136 million bushels of 

government-owned wheat have been sold to the private grain trade in direct 

competition with farmer marketings. 

The purpose, obviously, is to hammer down the price of wheat and thus 

punish the nearly two-thirds of the nation's wheat growers who refused 

to sign up for farm boss Freeman's 1964 ~rogram. The cooperator is 

also getting hurt, since he receives only the free market price for a 

considerable portion of his production. There is no parity of treatment 

for the farmer when the U.S. Department of Agriculture itself becomes 

his competitor in the market place. 

While the farm population dropped by more than two willian persons 

and the number of farms by more than 400 thousand, new bureaucrats were 

added to the Department of Agriculture by the thousands. Did you know 

t:'lat, over the last four y-ears, spending by that depar-tment has risen by 

600 mil:ion dollars a year? Where has the money gone? Certainly not into 

your pockets. Huch of it has gone into tl!e pockets of more and more 

bu~eaucrats hired to control your farms and oversee you. 

Are r~y oppoHGnt nd his curiou.o c=c\:J the l:.ind of people you call 

your friends? 

You know full well where they stand, and you know where I stand. I 

am the friend of all diligent Americans who want nothing more than an 

equal break and a fair sh<lke -- \"Jho \ .Jr:;.n·c parity of troo:.tment. 
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And my Administration will dedicate itself to promoting a· free and 

prosperous American agriculture. We will do this by encouraging research 

to create new industrial uses for farm productse We will do this by 

encouraging the expansion of markets throughout the free world . And 

we will do this by freeing farmers from the arbi·crary controls of bureaucrats. 

Make no mistake about it. The farm programs conceived a generation 

ago and made hopelessly oppressive by this Administration -- these programs 

have not worked. You know that full well. Some farmers operating under 

the support program earn less, relative to invested capital and production 

costs, than other farmers. Our farm programs will provide equality of 

opportunity for all farmers. 

As our economy grows, the farmer's economy of this country must 

grow with it. That hasn't been happening and you know it. After this 

election I promise that together we will make it grow. 

Those skyscraper bureaucrats have figured out how to support every-

thing but your families -- and how to control everything except their own 

lust for power. That lust reaches beyon~ your farms to life itself . 

And so far the only control that's been successful is their control over 

your ability to get a fair return on your life's laboro 

You and I know that a farmer can be hel?ed without treating him like 

an idiot without taking him by the hand and telling him what to buy 

and what to pay and when to come in out of the rain. 

You and I know ·that a federal government that really cares about 

the farmers would be honest enough to stop trying to patch up a worn-out 

program-- honest enough to look you straight in the eye and say it isn't 

working. 

Yes, my frier.ds, you and I know tha·i: ·che very best reason for rejecting 

the radical socialistic schemes of lliY opponent and his curious crew is just 

"chc.:c. The best reaso::1 is not that t: ey're radical, no-t: even that they're 

socialistic. The best reason is that they haven't worked! 

Well, that's the straight and honest tal.~. Starting with this November 

let's get C.o\11::1 to some straigh-t and honeat policiefl. 

~hese Bill I.iiiller 2.::" : t7i:!.l give vou '1.·.7hcn 1 \:J:.th your help and with 

God I 6 blcesing~ \10 lend .. 'OU fo-· u•.-!.i i ,. ..... ...-. ._.._...,. cnco .... .:::JC. n en t!.o p=ovcn p~th of p::::-ogress 
through frr . .,.:~C""' _ "'"'I..:. ... y '"'-30---= 

---,---------------------------- ----------- ., . - --



NATIONAL FEDERATION OF THE BJJND 

Office of the President 
2341 Cortez lane 
Sacramento 25, California 

SPECIAL 

To the President, Officers, and Members of the 
~linnesota Council of the Blind 

Dear Friends : 

October 12, 1964 

In recent years, no Member of Congress has been our more loyal supporter, none has responded more often or more willingly to the requests of the organized blind for help in improving conditions and equalizing oppor-tunities for all blind people in America, than Senator Humphrey! 

During the 88th Congress, the Honorable Hubert H. Humphrey, senior United States Senator from ~linnesota, continued to work and cooperate with the National Federation of the Blind. 

Sharing our belief that the Federal Disability Insurance law should be liberalized to provide a "floor" of financial security to reduce the economic and social disadvantages of sightlessness in a sight-structured society, Senator Humphrey introduced, and vigorously supported, the Fed-eration's proposal to amend and improve the Federal Disability Insurance law for blind persons. 

On September 3, during the Senate debate on H. R. 11865 -- a House-passed Social Security amending bill -- Senator Humphrey offered, and the Senate accepted, our Federation-sponsored and -supported proposal to liberalize the Disability Insurance Program for blind persons -- and S. 1268 became kno;vn as the "Humphrey Amendment"! 

However, since the House-Senate conferees were unable to reconcile the differences between House- and Senate-passed versions of H. R. 11865, the "Humphrey Amendment" failed of adoption, for H. R. 11865 di~d in confer-ence. 

But the Senate approval of our Disability Insurance bill, in spite of HElv opposition, was, in itself, a splendid victory for the organized blind -- and all because Senator Humphrey, although extremely involved in many major matters, still was concerned about our \velfare, still helped us in our efforts to help ourselves! 

Sharing our belief that the federally-supported state programs of aid to the blind should be amended to better the lot and livelihood oppor-tunities of blind men and women who, because of adverse circumstance, must apply for assistance to public programs of aid to the blind, Senator 
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Humphrey joined with Senator Hartke, Indiana, in introducing S. 2181, 
the Federation's latest effort in Congress to make publicly-provided 
assistance to the blind more than support and survival subsistence, but 
a force for rehabilitation in the lives of needy blind people; a means 
of assisting blind people to live decently and with dignity, encouraged 
and assisted toward the desirable goal of self-sufficiency and self-
support! 

late in August of this year, the Senate Finance Committee considered 
H. R. 9393 a Social Security amending bill, and adopted a proposal con-
tained in Senator Humphrey's measure !S. 2181), extending from 12 to 36 
months the availability of the exemption on all income and all resources 
of a recipient of aid to the blind working toward self-suppor:t and eco-
nomic independence under an approved rehabilitation plan. 

H. R. 9393 was adopted by Congress, 1vi th our Federation Hfull exemption" 
extension provision intact -- and H. R. 9393 will have been signed into 
law by President Johnson by the time you receive and read this bulletin. 

As your national president, I have informed you, from time to time during 
the past two years, of our legislative progress and activities in Wash-
ington. 

Nmv, I am sending you this particular bulletin, that you may knmv of the 
help and cooperation we have received from Senator Humphrey, and the con-
tribution he has made tmvard our legislative accomplishments in \vashington. 

It is my hope that you will have this bulletin read at your chapter meet-
ings, that you will publish it in your ne\vsletter, and that you lvill do 
all possible, by distribution of copies of this bulletin to newspapers, 
radio and TV stations, and otherwise, to advise the citizens of Minnesota 
of the splendid work Senator Humphrey has performed in lvashington for the 
benefit of all blind people in the Nation, that all may know of our grati-
tude and appreciation. 

Russell raetzing 
President 



Steph n J. Spingnrn 
WOO Que Strct"l. N. W. 
\VMhington, 0. C., 20009 

Dl'pont 7-0666 
MEMORANDUM 

subject: LBJ versus BMG on Social Security---Will the REAL 
Supporter of Social Security ileaae Stand Up?----

Item: From a news story on Barry Goldwater 's campaign activities in Indiana on October 1, 1964 (Washington Post, October 2, 1964, page 2): 
"His Social Security line, voiced at early whistlestops today, is that not he but President Johnson is an enemy of Social Security." 
Item: From a publication of Congressional Quarterly (the authorit-ative-re?erence service and research organization on Congress) titled "The Public rtecords of Barry M. Goldwater and William E. Miller" at page 1592: 

"Goldwater has been sternly critical of the Social Secu:bity system nd repeatedly urged that it be made 'voluntary'. He has expressed a clear preference for private insurance plans and warned that Social Security taxes will become prohibitively high b 1960. Goldwater has never advocated repeal of the Social Security system. n fact, he 1us with the majority vhen the Senate h Ug. 10 1958 passed a bill increasing old age, survivors and disabilit payments by approximately 7 percent. The vote was 79-0 in favor ~f the bill. In 1956 Goldwater had voted to make Social Security benefits available ~o vomen at age 62, instead of o5. The affirmative S·enate vote was 86-7. On virtually every other occasion, however, Goldwater hasvoted against p~oposed expansions in the Social Security system." 

Item : From a publication of Congreasion~ l Quarterl'! titled "The PubliCRecords of Lyndon B. Johnson and Huoert H. Hump ·;~ey" at page 2074: 
"Johnson has sta.ted his full support of the Social Security insur<..ir.ce concept and has cons istently voted for increased cover~g~ &nd benefit pay-ments. He has committed his dmlnistration to support~~he medicare pro-gram financed through S~cial Security. Johnson has been a strong supp-orter of federal financing of major medical research programs." 
Item: From~ Song popular in the 1940s: 

"How could you believe me when I told you that I loved you When you know I've been s. liar all my life?" 

Stephen J. Spingarn 
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tecem 1'' 17, 1964 

Protes or Merton c. Bemstein 
Yale La T School 
Ne 1 Haven, Connecticut 06520 

tear Mart: 

JGS/mmc 

~s so much for your letter and the memorandum 
on our Social Security problems. There appears to 
be a certain degree or willingness to rethint some or 
these problems befo:tte pushing ahead with the Medicare 
BUl. So this ia very timely and hopefully can be 
brought to bea.r 1n the process. 

I will g1 ve Bob Nathan a. call and get his thought on the initial use of gene al revenues. It 'seems 
like a very ugge ti ve proposal. 

Best Vi be • 

SinceMly, 

John G. Stewart 
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YALE LAW SCHOOL 

NEW HAVEN , CONNECTICUT 06520 

Mr . John G. Stewart 
Assistant to Senator Humphrey 
United States Senate 
washington, D.c . 

Dear John: 

December 4, 1964 

I enjoyed meeting you and chatting . As you suggested I am sending 
you a memo on the Social Security di lemma which I believe we face now . 

Perhaps I should add that the Social Security Advisory Council (of 
which I am not a member) is considering recommending a program of ambitious 
improvement which would require l3+i of payroll taxes -- a rate which 
lower paid workers simply should not be asked to bear . Should it decide 
to make such a recommendation that would be all to the good because it would 
dramatize the immediate need for resort to general revenue supplementation . 

After I spoke to you I had a long visit with Bob Nathan and we talked 
about this problem (among others) . He thoroughly agrees that general 
revenues must be brought into play and he has a very good notion of how to 
make the first small but necessary break-through: that is, to provide for 
an "improvement factor" to be added to benefits in proportion to rises 
in real wages. Our discussion galvanized him into dusting off his file on 
the subject so as to write an article on it. He also made the suggestion 
to a task force member, so the report also may help get consideration of 
this new measure. But other discussions among government and union people 
(and business groups) concerned with Social Security should be opened up 
as well. 

The Special Committee on Aging has tentative plans for pension hearings 
in January and has asked me to testify. So that I probably shall be in 
washington just before or just after the inauguration . Perhaps I shall 
see you then, if not sooner. 

With kind regards, 

Sincerely, 

)td-~ 
Merton c . Bernstein 

MCB/pt 
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ThG Socia! Secur;ty Arg ument 
A d '>lllohhlll.:d p;tlf C f l ~ .H1d~ l l~'~ ., 

llocia! ~ecunty card m h,tlt as ... td~vl· 
,i,,n \"<~icc t:tmlidt·~. '"t)n ;t! led'' '<!\en 
o•<:Ca'>IUII\, So:nator Hal ry (JI•J.I~.< :Jler 
'aid th::t h,· would ch<~ngt: the: prc,ent 
'"cial M:l"llfll) " 'stem But t"ven ht> run-
ning malt:, \Vlili.tnl Mlil<'r, ;,d1111t> th.tt 
~en;tt<:r (),,!uw;ltt•r', '''lttnt.trv pl.111 
ll"llllld d,·-t••'Y tht· svcial ~t'Citl it) '), 
tern. l'rnilh:nl .!nhll'''Jl i., wurl-.1ng W 
'tt ~n~r hl'n '•'ctai '~cunt~ _., 

Th.:t I kmoc~;Hic TV <.:•lllli;lo.:l 1...1al '' 
evidence of the fact that tho.: U.S·, ~,,_ 
cial 'en1ritv sy~tt:m, s0 ltmg ac-:,·plt'd hv 
Stl m:my. ha.., :,ccome a rnl hnt "'''..: in 
a prc,idl'nttal campaign fur the !11 ,r 
tin1c m t';-1, )car~ .. \nd it ha' l•ad!v h· :t 
l-kpub!ic.tn ( :1nd1darc ( ;"J,jw tier, c·v,·;, 
lhtlllt:h he _went out of his w.1•: to h1 :ng 
up 1h..: .1rgunh:nt. 

A T urkcy in New Hcmp$hire. l.a't 
"''"·en1h:r. 111 a New Yoil.; l :n.e' "11'1 
d.t~ :O.I.tgaLine intervic", r 1 ,;,!\\ tid 
'i.lol· ··1 thmk 'ocial ~t:CUfJlV oltiLI:t t• 
he \"ulllntar) 1 h1s i~ the u;1ly d'Ctin tc 
P•'~ition I havt: t'O t!. If a m.tll w;1IIh 
it, fine 11 he doe~ not want tt, h<' c.on 
p1<'\ idt: bi~ own." 

During the early wc..:b ''I lhl\ )"l'<il \ 
Republican pre,idcnti.d primary 111 :-.Jew 
H::Jrlp\hire, < "1lt.lw ·1tt:r reitcr.ltcd th1~ 
>Ltnd. It did ;hll g •1 U \ t:f very v.-ell. p:~r­
ticularlv wnh the lar.;c ~q.:ment of the 
!\:ew Hamp,hire popubti,,n th.l! tkr..:nJ~ 
on ~oci.tl ~ccurity. Piv:.l ;\cbtlll Rllckc-
fdler jumpeJ on the (roldw<tkr argu-
ment. charged that to make St'Cial ,, .. 
umty Vtlltmtary '~ould he tu 111:tke lh,· 
,f,tclll actuari.tlly umoll!lol, hankrtlj•l 
Jl. :tnd turn it intv a "pei"~llnal di''·"''r 
to nullion' to! ,,•ni<lf cil!zcn' .111d their 
L1111ih~'" '-ot •rn·-·lh''-' 'cn,in~ ·th.lt h.: h,~d 
Siljd the wrong thiilg, liarry l -:1t kc.t 
:1 1 ~.1)". q;lrlct.: replying to tht•"' \t.h" 
a\ked h1m ahout his sentiment> fN vol-
untarv ~ouul '''c:urit): ··1 d,m't knnw 
whac you ever gut the iJea. You mu;.t 
h:i\·e been :i~kning to the (HlVt'rn•'r ,,f 
l\c\t. Ynrk. "' 

Damaging C ues. After ~L'" Jhmp-
~hilc. <J,I!dw~lte r C.lflle 1.1\lt With a P·IJ'··r 
in..,.,ting 1 o.~' he not only w:111teJ "a 
>Ottnd ''": 1,11 ;.ccurity \)'>!em" hut in-
deed Jwpt.·u iu 'ee 1hc ,;y~tem '"<trength-
cneJ." !} ~; t nght up to) tho.: tim.: ni thc 
~an Fr" 1·;1\CO convention, Ro..:ky J,:,·pr 
hammering away at GoiJw:11cr l>n so-
Cial secmity, and ~o did Penn,ylvania"s 
Govcrnor \Villiam Scrantun.. who 
tt.:rmo.:d 13:Jrry's voluntary scheme ·''the 
wor\1 kmd tlf ti~cal irresponsihiljty." 
Since C inldw.llcr's nomination, Dcmo-
cr..tts have picked up the i~~uc, ami 
Pn.:~id..:nt Jtlhn~un mentions sot:1al ~e­
curity iu altuo~t the ~.rme nrcath with 
' "Peace and Prosp..:rity." Said he to a 
Harri~hurg, l'a., audtence last munth: 
··we dn have a choit:e this year. It i~ th< 
choic.: hc tv.ccn the mighty voice n! 
the A ,n(' ,·t,·;,n majority saymg yes and 
the fa w o.:cho of the few who :>lilt ~ ., 
no. 1 he majority said yes long ago t;l 
social security. The echo still ~ •·r~ no." 

As often as not , the Dem•Kr:..t~ take 

ON 
tht·,r t"l i.' ! rt'!ll ncky and St.-ranton, 
:.. ntl · ,,· t" 1tt·r r ·.:c ntly rompl..~m,·d · 
HK . · ~. ~c. t llkl diH..i ..' ... r:1nu.JO havr· \t,)Jlt' 
n~t· Ill• •1 c.: d .dnagt: I han tile Do.:nl(lu ah 
t:\t"f l0\dol."' 

\ u•ldlo",li •; r h.i\ ch:,rged that J,>hll\lll\ 
" r;, frj.:nd t•l ,,ICI.il secunt\ . '1m·e thc 
J', -·".lent 111'1\lt·j that f"lh:dic,,re b,· at-
ta..:hcJ I•• .111 alrt:.tol\ pa.,~cd bilit'XjLind-
in~ rtw '''' I d ~<'L·untv ~\·,t,·m and in · 
CI;.,I, ,IH! it, ht:lldil\. · Th.: ,,h,,k bill 
(;,·.Jd'-'•••<'f , ,\\~ \\ tth ~f\1111! Jll~tlfiC.ttion. 

0 ' \ 1 1"1 ... R ~ - ~ ~·· ~-, 

,. • j - .... ~ .. , . 
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~CY t" Sf (u RITY TV COMMERCIAl 
"On J t la ."J>t seven octosions." 

dt..:d in t.<•ll! . .:it' I!CC C<lll1111itlCC beO.:,I\IM~ 
til th.- l•lt'd tl.trt: ri<~er. 

Th·~ Controvcr~y Rage s. J U\t what 
,,rc lilt' 111<111\ nf t .oldw<itt:r', ntltinn ot 
v:~:unr.u v ... u.:i.li \t'o.:urity? \-fo.,t auth,,ri· 
ti~~. \'ho.:1her !t'•.:r;.J ,,r Ct'nser~ativc <ll" 
'"' t' th,·r in l' r out ot go\l'rnmo.:nt .• tgrcc.: 
th.li 11 i-, lt·t:t!lv llliJ'f..tt:ti o.:a l. According 
l< · Jt J, .J\t t>ne l"Xpert e~timate, it the 
'\ .l t."IJ\ \1 < ,. l•' h,; m:~de voluntarv and 
,;111\ 1 ~ · • Pt h odav's t:0Vl'red Wl~rk.:r\ 
u ... i,·l :\o .:k<.:t.:J to drop out. the 1965 
Jt" 1l1 '-''11l~d'l.tl<'ll' 'Wt lUld i.JlllOUnt hl 
~ 1 .; htlil.,n: h1· 1') (,~ the Jo\s ''' th<' rc-
tlll:mo.:nt b,·ndit funJ Wl•Uld amount tu 
'f:~.5 hdli0n. anJ hv 1988 the social ~c­
._ q r:ty prPL!f:l.!ll "';uld be bo.~nkrupt. 

Altn•l~l b.:~·ond nrgument. the ~t't.:ial 
~l't. 1 1 r.t~ .,\-rem Ctlllld he unpruvcd. " ' 
,,f n,lw. :mprtlVI!!Ill'nt is .1ll that ( i"ld· 
~.<.olt:t h:" IIHtdc clear he w&nts ; and it 
j, p l. •q•!) i-!-• •t111g to h11n, ~~~ 10 m:m~ .Ill · 
•'!ht.'or. All1e1'1~:1n. to we the 5\"~tcn: mi~­
u,ed '" a \'t>tc catcher, as in the casc 
,,, th-: illCt.hc . .~re debacle. But U:1rry i' 
ntlt abtHtl 1<1 !.!t'l w.:ll on this issue , es-
pco.:ially so long a~ he fails to ~.:ome 
up 11 1th a 'pecific program of hi.' ow n 
-a pwgr:..m that would kec•p the \O-
cial 'e~.:unlv \ystem going in one form 
or anulh.:r. 

[,en lhuugh, since New Hampsh ire, 
(ioldw.ltt:r has virtually purged the 
\\Ort! ·· vt~lunl .try'" frnrn his vocabulary . 
it h ." nnt dtlne much guod . Still the 
ct >llll<'"'·r~) rages. anJ the uncertamtic s 
0'-t'f hi~ true po"tll'tl ahlHilld . In Fort 
Q,,, J(!C. hl\\ a, ren·ntly, a 500-~ignature 
pclitllll \\JS set"ll to the state ' ~ two 
._. \ . .')~nator.; . asking th;~t soci.tl \-:· 
.; ,Ir.tv n<)t ho.: made voluntary. Lite it 
u r n,11 it se<:ms that Barry is going to 
havt• a tough time convincing V<ltcr~ 
that he d1J not mean what he ~aid he-
fore he wa' sorry he:: said it. 
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