A SEVEN POINT PROGRAM FOR OLDER AMERICANS

Health. The health and medical care they need should be readily
available 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 needy aged under the Medical Assistance for the Aged and 01d
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 payments from subsidizing sub-standard rental housing
and sub-standard institutional shelter 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.

Emgloxgant. Employment of the aged involves special problems and re-
quires special attention to enlarging opportunities for full-or part-
time employment, including increased persomnel, training programs,
elimination of age discrimination, and special allowances.

Housing. Adequate housing for the elderly is still a major need, de-
spite %ha accomplishments 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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To use their valuable talents for public service, a genior citizens
corps should be established to mobilize retirees for volunteer work.
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SENIOR CITIZENS CORPS

It is a basic fact of our time that there are a dearth of public
services, Iibraries, schools, hospitals, museums, end parks are
understaffed and unable to fulfill their mission adequately because
of lack of personnel. At the same time, there exists in our society

among our retired people a reservoir of skill, talent and experience
seeking a way to be used,

There are today a half-million professional and executive persons
between the ages of 60 and 64 and within'the next few years these
people will be retiring and seeking ways of being yseful.

It 1s, therefore, proposed that a Natiomal Senior Citizens Corps be
established that would enable retired persons to serve as volunteers
in developing public services that would be non~competitive with
existing occupational programs. The volunteers could receive a
modest stipend, They would serve om either a full or part-time
basis in either their home communities or other commmities that
requested their services within the United Statas,
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I would like to spend the next few minutes talking with you aboPt a most
important domestic issue, social security. I choose phis first of all because
the Democratic Party and the Johnson Administration have such an outstanding
record with this program, and secondly, becguse Senator Goldwater, for the past
several years, has made rather extraordinary statements in regard to the Social
Security System.

The Senator's social security prououncéments 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 instruections for decodiﬁg.

In May of this year he said, "By our votes you can judge us, nét bty 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 196l.

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 certainly

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



Let us take a look at social secdrity 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 and needs of the Americqn 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 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--
4 million of whom are retired workers and their dependents; over U ﬁilliOn
7ho are survivors of deceased workers; and well over 1i million disabled
workers and their dependents. These benefit payments amount to more than
515 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: rozram has created basic financial protection for almost every man,
woman and child in the United States, and in so doing, has created the

largest financial trusteeship in history. Social security today affects the



personal security of nearly every American, and for many will spell the
difference ve.vseen deprivation and assured income--not welfare or charity
income, but i1:ome 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 financiné of the
program. N

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, deaﬁh, or
disability.

What actually happens is this. Under the law, all contributions are
allocated to two trust funds--the disabilify 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. 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 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 ;;rogram 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 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 i; the field, gnd its
successful application to the social security program is a matter of public

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



1959 report ¢ the Advisory Council on Social Security Financing which stated
that "....the present method of financing the old-age, survivors, and disability

insurance »ro;ram is sound, practical, and appropriate.” That Council was
appointed incor a Republican President, Dwight Eisenhower. |
So far, 1 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. r
Social inéurance, 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 aé wages have risen, the maximum wage base
for benefits and contributions has not be¢n 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 which
the Johnson Administration attempted to get through the Congress.. Under these

hA#
amendments, benefits would4GeFincreased across the board to almost 20 million

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



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 ﬁave gained social security
benefits; and child's benefits 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 fiscally 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 improvements, we wanted to give them that

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

It is true that we could have gotten a few dollars benefit increase.
However, to do so we would havelhad 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 Pfesidents 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. Vhen nine million senior citizens have absolutely
no health insurance, we are not going to take a little benefit increase in
place of Medicare, We are not going to say to America's aged,'"We know 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 legislation 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. N

In this, the richest nation in the world, our aged have less income,
less acdci11.2 hospital insurance and more proven hospital use than any other
nge grcup. The median annual inco;e of an aged married couple in the United
States is l:3s 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 citi:ens receive less than $1,000 per year.



Ot 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 p;oposal. This action was even more disturbing in the
light of his comments on the issue. He said, and I quote, "I've got my
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 medical care in any
given year. If the retired worker is fortunate, he will be among the 9
m;llion aged who have some sort of hospital insurance. The odds are better
than even that he will be, insteadg 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 15 Americans 65 and older, has insurance that will cover 40% of

average medical costs.

The renéons for the general lack of health insurance coverage of
America's aged are varied. Some simply cannot afford the $400 to $550
every year that would be required for adequate insufance. Some have had
their policies cancelled. Others have lost health insurance coverage
upon retirement and are unable to obtain a policy. For those who are
fortunat: enough to have coverage, it is costing them between 1/6th and

1/5th of their total annual income.
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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 homes, due to high hospital énd medical
bills. -

The program we want would provide protéction 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 bencfits
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

aged 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 1ift a
heavy burden from their shoulders and those of their children. I will
always teke pride in having helped them gain the proteétion, the dignity,
4nd the security it will provide. America's senibr citizena} 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 s5solute minimum we can do ih return is to provide them with a
echanisr to meet the realities of old age--to protect themselves without

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



I would like to spend the next few minutes talking with you ut a
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,
for the past several y;ars, has taken some rather extraordinary actions in
regard to the Social Security System.

He voted against adding disability benefits in 1956. i

He voted against a 10 percent benefit increase in 1958,

He voted against health care for the aged in 1960, 1962 and 196k.

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 aftter 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 and 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 simple. Social security
provides a continuing income for individuals and families who have lost
income ffom 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 U4 million
who are survivors of deceased workers; and well over 1i million disabled
workers and their dependents. These benefit payments amount to more than
$15 billion a year. I do not believe anyone 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 almost every man,
woman and child in the United States, and in so doing, has created the

~argest finarcial trusteeship in history. Social security today affects the



personal sccurity 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 ?he 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
ailocated 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. I
do not know of any private insurance program admihistéred 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



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 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 c;reful 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 ité
successful application to the social security program is a matter of public

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



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,

1 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 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 million beneficiaries.



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 benefits to widows at age 60 rather than 62. Now many
of these improvements are going to cost money, and in keeping with sound
financial 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 opﬁosition on this issue is not.

" The Senate version of the 196l 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
from 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 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.

For years, the Democratic Party under Harry Truman, John F. Kennedy
- and Iyndon 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 that protection.



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 ﬁill 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 comments on the issue. He said, and I quote, "I've got my
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 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
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 that will.cover Lo% of

average medical costs.



The reasons for the general lack of health insurance coverage 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 policies cancelled. Others have lost-heaith insurance coverage
upon retirement and are unable to obtain a policy. For those who are
fortunate enough to have coverage, it is costing them between 1/6th and
1/5th of their total annual income.

The social security financed program of hospital insurance is not a
panacea for everyone; but it will give substantiél 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, as passed by the Senate, 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
insuranqe 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 in the plan is a private insurance pooling plan to
provide complementary health insurance plans for the aged 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 1lift a
heavy burden from théir shoulders and those of their children. I will
always take pride ié 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 d
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,
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I would like to spend the next few minutes talking with you about a-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, for the past
several years, has made rather extrao;dinary statements in regard to the Social
Security System. |

The Senator's social security pronounéements 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
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 196h.

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 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
me of the first and most outstanding contributions of President Franklin
Delano Roosecvelt's first administration.

Social szcurity, molded in tﬁ; forge of the depression, has continued to
‘ ZTrow with the size and needs of the Americgn economy so that today nine out
of every Lon American workers participate in this contributory insurance
program &nd r:ly upon it to provide them with a basic measure of security and
dignity in th~ future.

The purpose and principle of the system are simple. Social security
orovides 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--
1k million of whom are retired workers and their dependents; over 4 million
who are survivors of deceased workers; and well over 1i million disabled
workers and their dependents. These benefit payments amount to more than
$15 billion a year. I do not believe anyone 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 almost every man,
woman and child in the United States, and in so doing, has created the

largest financial trusteeship in history. Social security today affects the



personal security 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
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
rld-age and survivors insurance trhst fund. These trust funds are kept

:fntireiy separate frém other Treasury accounts and are used only to pay

benefits and administrative expenses. Incidentally, the administration of the

entire progren costs only 2.2 cents bf every social security tax dollar. I

do not know ¢f any private insurance program administered at such low cost.
The contribution rates in the early years of the program were, by

design, high<1 than necessary to cover expenses. The money not needed



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 for you.

When opponents of the social security ﬁrogram 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 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 i1:1 the field, _and its
successful application to the social security program is a matter of public

racord. I czn think of no better way to emphasize this than to quote the



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 aﬁd 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 inéurance, 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 which
the Johnson Administration attempted to get through the Congress.. Under these

hAv#
amendments, benefits wouldﬂgefincreased across the board to almost 20 million

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



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 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 fiscally 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 improvements, we wahted to give them that
protection this year.

Unfortunately, we did not succeed.



It is true that we could have passed some social security bill this 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
ﬂill 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
economic security of the aged. Vhen nine million senior citizens have absoluﬁely
1 » health ':.:irance, we are not going.to take a little benefit increase in
I Lace of - are. We are not going to say to America's aged,'We know that you
ere going to tave 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 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. ’

In this, the richest nation in the world, our aged have less income,
less acdequate hospital insurance and more proven hospital use than any other
age grcup. 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 i

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



vt 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 o}'
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 comments on the issue. He said, and I quote, "I've got my
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 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 hoépital insurance. The odds are better
than even that he will be, instead, among the 9 million who do noé 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 that will cover Lo% of

average medical costs.

The ren#ons for the general lack of health insurance coverage 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 policies cancelled. Others have lost health insurance coverage
upon retireriont and are unable to obtain a policy. For those who are
fortunat> erough to have coverage, it is costing them between 1/6th and

1/5th of their total}annual income.
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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 homes, due to high hospital and medical
bills.

The program we want would provide proiection against the cost of inpatient
hospital, outpatient hospital diagnostic, skilleﬁ nursing home, and home
health serviceé 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 errangement to provide complementary health insurance plans for the

aged 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 1lift 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,
and the security it will provide. America's senibr 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
fruftion. '

'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.
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I.

Campaign Issues and Proposals on Social Security and
Private Pensions

The Problem: Some 18 million Americans are ©5 years or

older and a large majority of them (some 60%) are in family

units classifiable as "poor"; most who escape do so because

they still are at work, but obviously their days are

numbered. Those with part-time emnployment face difficulties

imposed by the earnings limitations of the Social Security

program. Our goal should be that public and private programs

assure that the elderly live in decency and do not suffer a

drop in their standard of living when retirement is reached.

We are woefully far from achieving such a goal.

A. Social Securigx

Most of these older citizens, and several
hundred thousand more under ©5 who are "retired", rely
principally upon Social oecurity retirement or survivor
benefits for their support. But benefits are painfully
inadequete; they average $120 for couples, $90 for men
and under $60 a month for widows. Little wonder that
the overwhelming majority of the aged can aiford neither
pbrivate health insurance nor the frequent &nd heavy
0ills caused by deteriorating health. XZven if the
senate's Social Security bill survives in something
like the form it was passed, the elderly American will

have some (but insufficient) insured medical care when



ill enough to be hospitalizea; despite this new benefit
a large majority will remain poor. Hence more and
more -- rather than fewer and fewer -- must resort to
welfare payments for both income supplements and
medical care.

oocial Security benefits are so small today,
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 (payrcll
taxes which realistically must be viewed as labor costs
derived from whatever is available for compensation)
must fully 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 rfirst $4,800 of pay or self-employed earnings a
year -- boosted to $5,000 in the Senate bill) the tax
rates are kept down because those with small earnings
can ill afford larger bites by payroll taxes -- now at
5> 5/8% and scheduled to go up to 5.2% of taxable
earnings by 1Y71 under the Senate bill just to maintain
the scale of benefits provided in that measure.

Private savings are insignificant for income

purpose even though the assets of the elderly on the
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average are greater than for other age groups; these
larger amounts -- a few hundred or thousand dollars at
bestftghough forha short rainy day.

While perhaps two-thirds of those over 65 own their
own homes only a bare majority of houses are held
mortgage free (data are not very good on this point).
A goodly number of those who own their own homes are
farmers; more and more of those entering the ranks of
the aged-unemployed will be urban dwellers and home
ownership probably will become less common among the
elderly.

B. Private Fensions

Frivate pension plans provide supplements for only
a small number (perhaps a million or so retirees --
again data are poor). Even the comparatively generous
Steelworker and (pre-Chrysler) Autoworker plans provide
benefits which combined with Social Security replace
less than half his former earmings for the retiree with
long years or service; the shorter service man is worse
off. (For technical reasons the report of the UAW-
Chrysler settlement overstates the benefits that will
result.) Where wives worked, as is now so common, an
even smaller portion of the former family income is
achieved.

Frivate pension plan participants number about

22 million out of 43 million civilians employed full



time the whole year and the more than 80 million people
who work at one time or another during the year. Worse
yet, provably fewer than half will achieve benefits
under their plans -- indeed, even with conservative
assumptions perhaps as few as 20% of the people under
plans will achieve benefit status under them. This

is so because about 85% of the employees under plans
must remain with that employer until retirement age
(after substantial service) or, if separated, meet
stringent age and service requirements, typically 10

or 15 years with that one employer plus attained age

of 40 or 45; most separated employees do not gualify.
And, em 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 most dramatic and grievous
examples were when Packard shut down in Detroit in 1958
and Studebaker ended operations in South Bend just
before Christmas 1963. The pension plans terminated
and by their terms all pension credits earned by those
still employed vested. In the case of rackard, pension
trust funds were insufficient to continue full payment
of benefits to those already retired and eligible for
retirement. In the case of Studebasker, fund assets

were adequate for retirees but many thousand workers
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under 60 -- some with decades of Studebaker service --
have no pension benefits and will have none to show for
it because iunds are insufficient and employer liability
is limited to amounts contributed or reguired 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) inadequate funding for pension
credits payable for years of service prior to
institution of the plan (called "past service" or
"prior service"). Past service credits are essential
to decent benefits for those near retirement age when
a plan gets under way because most plans vary benefits
according to length of service. But funding such
credits takes at least a decade and often longer; they
present little problem wiere a plan lasts for a long
time and funding is conscientious. But, where plans
are terminated before they have operated for 20 or
even more years assets are almost bound to be inadequate;
where funding has been skimpy, although within the
bounds permitted by Treasury regulations, the cupboard
may be even ﬁore bare.

Possible Solutions

A. Bocial Security

Further improvements in benefits require, in the

alternative or possibly in some combination: (1) higher



payroll tax rates; (2) adoption of graduated rather
than uniform tex 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 Social Security payroll
taxes, principally because they were low, with higher
rates scheduled for the future -- a fact unknown by
most and obscured by more 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 feel that the Senate bill's
tax rates reach the maximum feasible. However, the
impact upon earnings is diminished for many by larger
incomes -- but becemss rates are uniform on all taxable

payrollj”%igher rates upon those earning small incomes
ane . «

&t is for jast
this reason that major increases in revenue for this
pbrogram have been achieved 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 Senate bill).

No one has proposed graduated tax rates. The
regressive nature of the uniform tax on the bottom

seguents of earnings has 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 hospitalization and
nursing care benefits which do not vary in amounts
according to income; indeed, 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 program
is financed by increasing taxable earnings, the re-
gressive nature of the uniform tax is reduced. And
this seems to be the most practical alternative. 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 program will be prodigious in the
medical care sector 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 oI hospitals and nursing homes.

To meet these demands (and they are practically



irresistable -- I both hope and expect) and to increase
cash benefits would require prodigious infusions of
fresh financing.

The dilemma then becomes: to increase taxable
payroll with possible resistance among those with
earnings in excess of $5,600 0E§%E€!%énsurance principle"
(that the system pays its own way and benefits are
paid for by the recipients and hence are due as of
right) s Dy financing part of the
program througn general tax revenues. This latter
step is not only presently difficult but will make
difficult future benefit and program improvements; in
the past the "pays its own way" argument has greased
the skids despite the fact that in reality it is
present wage earners who, in large measure, are paying
for the current benefits of retirees.

Philosophically, the use of general revenues
rather than a rather regressive tax seems warranted.
Practically, tapping general revenues seems to be the
only way of financing adequate benefits.

Perhaps the innovation of a graduated Social
Security tax achieves both ends. Politically, any such
proposal should be tentative. And as organized labor
is deeply devoted to the "insurance principle" of
OASDI, any such proposal should be unveiled first in

private.
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The elderly and those approaching retirement
constitute a growing proportion of the population --
especially the voting population. They have real and
pressing problems which the anti-poverty program does
not reach. They deserve more consideration; but
promises of an enlarged, more generous Social Security
program will immediately lead to questions of how it is
to be financed.

Among proposed improvements is retirement at
age ©0 with reduced benefits rather than at age 62 as
at present. However, the reduced benefits available
at 62 angz;he unreduced benefits at 6§)are patently
inadequate and the reduction persists throughout the
period of retirement. The availability of such
retirement subjects the eligible older workers to often
irresistable pressure to retire from co-workers.
Forcing a worker into retirement while he can and wants
to work is regrettable, all the more so because his
income is bound to be too small for his needs. Earlier
retirement with unreduced benefits also is undesirable.
The attached two page piece (minus its original closing

summary paragraph) from the August 22, 1964 New Republic

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 raises the $1,200 limit to $1,500). But,
it is expensive to the system and so its desirability
has to be weighed against other possible improvements.
But, such liberalization is very popular among older
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. Proposed Improvements

Private pension plans proliferated -- not simply
because of favorable tax treatment -- but because the
chronic inadequacy of Social Security benefits demand
supplementation. I have no doubt that this will
continue« to be the case.

As presently designed 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 greated, they help least.
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The shortcomings and gaps in private plans indicate

the required improvements; plans should be redesigned

80 as to:

1. Provide benefits to a much larger proportion
of participating employees;

2. Cover more employees, especially in small
companies and in non-manufacturing enterprises where
coverage now 1s sparse and where employment is growing;

5. Pay larger benefits (and the best way to do
this is for more years of service, especially the early
ones, to result in benefits thereby minimizing out-
of-pay envelope and payroll cost); and

4. Irovide benefits to survivors, especially
widows.

To accomplish these goals I would recommend:

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
employees; 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 former

function easier to achieve; however, the rivalry of such



m) P

a plan with private plans presents a problem of
acceptability, discussed below.)

2.a The clearing house national group plan would
offer basic coverzge to groups of employees of small
enterprises (I would suggest that only companies with
fewer than 500 employees could make use of the national
plan) for whom the overhead costs of private plans often
are prohivitively high. Such small company coverage
also is desirable because oi the high rate of mortality
among small-sized firms -- running to the hundreds of
thousands a year. Such coverage is also important
because of the growing proportion of employment in
service industries where firms typicelly are small.

b. The preservation of pension credits would be
greatly enhanced if more plans were "contributory,"
i.e. financed in part by employee as well as employer
contributions. DBecause employer contributions are
deductible for income tax purposes but those of employees
are not, contributory plans have been on the wane.

This is unfortunate because when an eumployee leaves

a job with a contributory plan he almost always gets
his own contributions back, usually with some interest.
So I would urge changing the Internal Revenue Codae to
make employee contributions deductible (within the
present limits on employer contributions) provided they

were irrevocably dedicated to pension (including
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survivor income) purposes. Lmployers might still
favor this; unions might also once they see that their
members would be better served.

One reviewer Ifound the arguments in my book for
this change "powerfully persuasive". Treasury probably
would oppose on ground of revenue loss, for which
estimates vary from $97 million to $170 million.
Whenever & contributory plan is transformed into a
non-contributory plan, a common occurrence, that kind
of revenue loss occurs (because the money contributed
is no longer subject to income tax).

Improved transferability also means that more
years of work will result in pension credits. The
early years are especially valuable because of constantly
compounded earnings on (tax free) earnings. So,
$1 contributed to a plan when an employee is 45 years
old produces $5 at age ©5 (at 3 1/2% interest); but
the same $1 invested for him at ege 25 produces $20
at age ©5. Under the clearing house plan therefore
larger benefits can be produced at lower cost per
employee per year. Of course, larger aggregate amounts
are required -- but most of the increase would come
from tax free earnings. (There are also additional
advantages for older workers -- greater employability,
larger retirement benefits, and disability benefits

from the pension fund.) However, it would be several
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years before these improvements would be realized --
but the sooner we get started the better.

3. Burvivor benefits would be facilitated by
lowered unit costs for pensioner'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 optional basis. The purpose is so appealing
and the need so pressing that I think a special
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. Means of Promoting Pension Progress

(a) Mandatory Vesting and My Proposals

Employment-based private pension plans are encouraged
by federal tax law which provides deductibility of
employer contributions and tax free earnings of pension
trust funds and insurance company pension reserves.

Plans are "qualitfied" for such favorable treatment

(the tax free earnings are the more valuable despite

the popular notion that deductibility is the big thing)
if* they observe certain prescribed conditions, which,

I must say, provide very liitle protection to employees;

they are designed primarily to discourage tax avoidance.
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Some, includaing federal officials in Treasury,
Labor and HEW, would further condition qualified
treatment upon mandatory vesting of pension credits.
(The details are in the Cabinet Committee report,
vigorously opposed by some members of the Advisory
Committee on Labor-Management Helations, including
George Taylor). I vigorously recommend ageinst mandatory
vesting. In the first place, there is no political
demand for it, hence no foreseeable possibility of

achieving such legislation. The amorphous potentiality

of such legislation is likely to induce private action,

whereas the proposal and defeat of specific vesting

proposals would positively retard improvement. The

arguments against the merits also are pretty persuasive
at least at first blush, which is the only blush, if
any, that Congress usually sees. The basic argument
is that the cost of vesting varies enormously from
plan to plan, even within the same industries, because
of differing employee turnover. This is dead right,
although the differing costs can be equalized by
adjusting benefits accordingly (but that's the second
blush). Perhaps more importantly, it is fairly easy
to defeat mandatory vesting by forcing employees off
the job just before they achieve the conditions of
eligibility. Since my book came out I have been told

of several companies which already do that.
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My own strongly held view is that every means of
inducing plan improvement should be exhausted before
resorting to compulsion. If vesting were facilitated
by reducing its unit cost, I have little doubt that it
would become available on more liberal terms. The
process is familiar: a mejor union negotiates a
provision; another or several major unions follow suit;
before long the provision is close to universal even
in non-bargained plans which try to keep pace as a
means of fending off unionization.

The National Pension Clearing House with a
National Group Pension Plan (for separated employees
and workers in small companies) would facilitate
coverage, promote vesting, expand the ranks of those
achieving benefits and result in larger benefits.

The NPCH (very likely the Humphrey imagination
can generate a more appealing name, perhaps "National
Pension Rank") could be all private, all public or some
public-private combination. The advantages and
disadvantages of each are

(a) All private

advantages: probably most easily put together

and certainly the most acceptable to the banks
and insurance companies which already preside
over several tens of billions of dollars of

private plan assets.
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Disadvantages - qguestionable whether it would

achieve the requisite universality; it probably
would build in the least desirable and quite
expensive aspects of private plans - large
acguisition costs. Also, there is the problem of
public effective control. There is no state
agency or set of agencies to regulate the

new institution, a hybrid of banking and insurance.
Moreover, state regulation of insurance often has
been inadequate (especially on rates); most
importantly, a nationwide agency should not be
subjected to overlapping, possibly inconsistent,
state regulation. However, there is no federal
agency with the experience to regulate; a new
agency might be objectionable and, because of its

limited function, not very economical.

(b) All public

Advantages - universality and low cost

(especially because the collection and recording
facilities of the Social Security system would
be available)

Disadvantages - because it would be in direct

competition with private plans (especially in the
area of small employer plans where insurance

companies do so much of their pension business)
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the private financial community would oppose

with the vigor and tenacity insurance companies
have shown on Medicare. I think such a conflict
is both undesirable and unnecessary. Moreover,

a real question arises about the desirability and
feasibility of public:agency investment in private
stock and bond issues which would be necessary to
maximize investment income.

(c) Public-private

Advantages - greater acceptability to the

private financial interests; use of highly
efficient, low-cost contribution gathering and
record-keeping Social 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 arrangements I favor a
private corporation which would manage the federally
collected fund for an agreed fee. This arrangement

obviates the need of a public regulatory agency.

Disadvantages - In all candor I can not think

of any.

The reviewers of my book have been unanimous

in singling out my clearing house proposals as a
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proposal of major importance. Professor Dan McGill
of the Wharton School and Director of the Pension

Research Council (financed principally by insurance
companies) in a review to appear in the Fall issue

of the Industrial and Labor helations Review

was good enough to say that I not only identify but

successfully resolve the problems of its establishment.
The Cabinet Committee report recommends

exploration of national clearing house arrangements.

(Treasury, HEW and Labor had my chapters on the

subject in draft form.) It made no explicit

recommendations; it is my impression that many of

the departmental officials involved want an all

public arrangement but do not believe they can

say S0.

(b) Other Proposals

To meet the Packard-Studebaker kind of situation
the UAW has proposed (and Senator Hartke introduced
a bill providing) that as a further condition of
"qualification" for favorable tax treatment plans
"insure" that in the event of termination with
insufficient funds 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

depositor is insured for amounts he deposited,
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but under the proposed pension insurance he is
insured for amounts not deposited.

In a rather exhaustive report on this subject
which T did at the request of HEW two years ago
I concluded that this approach, although desirable,
does not seem feasible. Either the large plans
ol stable employers will be paying for the funding
deficiencies of the small unstable companies or
the latter, who already usually cen barely afford
pension plans, will have to pay prohibitively
high premiums because of the high risk they
present. In additions, the scheme is subject to
abuse by the institution of lavish plans which
cannot be funded and whose deficits would be paid
by the insurance plan. To offset this, a long
waiting period could be imposed before plan
liabilities would be eligible for insurance.

Obviously such a limitation is self-defeating.

Without doubt the Treasury Department shoud promulgate
minimum s=E® standards of funding &s a condition of
"qualification". At the least "level" funding should be

required.
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When Plants Close, Funds'
Are Often Inadequate

By ROBERT METZ
closing of the Stude-
Corporation's auto works}
th Bend, Ind., last Decem-
ashed away the accumu-
sion rights of practi-
'y man on the work|
r 60. |
Studebaker cannot be|
ed for failure to feed thel
1 kitty, The local of the!
td Auto Workers Urnion,
admits the company has!
d up to its obligations un-|
the contract, And the un-|

's contract provides that the’
2y availahle poes first to
tired and the ready-to-|
Tre fact that this will
ly all of the nioney,|
ousands in their 40's|
vithout benefits, is z|
but not a erime.
“ing employme.:t. the ren|
face a potential reduction .in|
Social-Security  benefits—when
they finally y2alify—the dreary|
prospeet of county relief in thel
mvintime, and probably des-
pair.

his is a serious problem—
pension plans were termi-
*d during a recent four-;.rear|
2d ani perhaps 150 men|
¢ involved in the average
. It happens all over' the|
hation. |

About 1,000 persans lnst thejr(:
jobs when Amcrican Ealkeries
Companies elosed its 103 lo-|:
cal Cushman bakeries. At this,
boint, it appears that Cushman
pension benefits will be paid outli

)

to the retired and those ready!
to ¢, leaving little for theil
othe

Cs:.{pany mergers frequentlyl

Continued on Page 11, Column 4 |

. |industrywide contracts in an at-

Contiiurd From, Page 1

result in plany closings, and de-
fense contracts awarded in one
part of the country often mean
loss 6f jobs in another locali-
Ly for the employes of the un-
successful bidder.

The unions have heen deeply

The Senator, who is up for
re-election, would be expected
Lo help the Administration with
its own pension Iegislation
blans, 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 report
on pensions.,

The report covers pension
“portability,” vesting angd oth-
er topics, It is belicved to be an
extensive study, but the specit-
ics are not generaily known.
Walter Reuther, president of the
U.AW., is one of the labor rep-

concerned over this problem for
some years. Where feasible, the
unions have sought regional and
wempt to offer some continuity
for displaced workers,

Eut the closing of 2 plant in
such a region or jindustry still
means hardship. Re-employ-
raent when the job market is
shrinking, as it often is, is not
casily accomplished.

The United Auto Workers is
seeking public “guarantees or|
insurance programs unday
which.  valid benefit claims|
would be paid when a termi-|
nated plan does not contain
enough money to guarantee all
vested rights. Ordinarjly, a man
aged 40 with 10 years of serv-
ice has vested rights.

Senator Vance Hartke, Dem-
ocrat of Indiana, has introduced
legislation to implement the
idea. Under his plan, a pacl,
financed from premiums paid
in by pension plans, would
“make good" payments that in-
dividual plans could not meet.

Hard Journey Seen

Congressional observers for-
see a long and arduous journey
through the legislative mill with
many pitfalls ahead. Senator
Hartke said when he introduced

1 Law Schoal, pub-

resentatives,
A few months ago, Merton|
C. Bernstein, a pension expert

lished a book on the technicali-
ties of pension plans and where,
in his opinion, they fail. The
boolk is called “The Future of
Private Pensjong*—v-—

2 ernsifin gives many
broposed solutions to the pen-
sion problem in an exhaustive
text. He concludes that the

|be overcome. This idea would
ihave particular benefits for the

By translating pension ecred-
its into mone value, the
problem of matching the myriad
types of pension plans would

older employes who have diffi-
culty in finding new jobs.

Mr, Bernstein says there is
some evidence that employers

would be substandard or would

[transfers for emploves leaving
.one job ang beginning another.

erage for small groups of em-

with plans do not hire older
workers because their pensions

cost too much to be made more
equal to those of long-term em-
ployes. A block of credits would
be a ticket to a new job for
many older workers, in Mr.
Bernstein's view.
Clearing House Discussed
Mr, Bernstein goes into exten-
sive detail about a clearing-
house arrangement to “bank"
credits while 2 man is between
Jobs. The clearing house would
malintain  records, facilitate

It could even provide basic cov-

ployes for whom regular-plan

solution lies in insurance for
lapsing plans and in transfera-
ble pension “credits.”

Monetary Value i

Mr. Bernstein writes that at
any given time it is possible for '
an actuary to place a mone-
tary value on the pension cred-
its of an employe. This can he
fairly routine.

thing is done in Norway, where
white-collar workers' private
pension credits are universally
transferable. He says: ]

“Experience under a transfer
scheme could develop more or
less standard criteria for valu-
ing the credits of existing and
incoming employes. This would
make possible continuity of
credits and participation in

the bill that more comprehen- fel;‘l’:’i;" plans presently denied
%‘%gfﬂ;‘ﬁg’;ﬁfyi&%gfﬁ who lose or leave jobs covered
the problem. by plans. -

coverage is impractical due to
high costs and the uncertain|-
longevity of the job, or “indecd,

Ontario in 1963, the Canadian
province set up a cempuisory
|brivate-pension scheme for em-
[ployers with 15 or more em-
‘ployes. Vesting is to be com-
|pulsory
He notes that this sort of|service after age 30,

‘rated employes and those earned
junder plans that become de-
funct, a Central Pension Agency
is to be available to vprovide
wage-related retirenica: bene-
fits
standards and benefits.

petus for the Ontario plan arose
out .of dissatisfaction with the
Canadian Social Security
thousands of émployes| [tem, which provides relatively
modest benefits,

of the employer.”
Mr. Bernstein notes that in

on a scaled basis for

To conserve credity of sepa-

with specified minimum

Incidentally, part of the im-

Sys-




The Push for Early Retirement

)

by Merton C. Bernstein. -

The UAW this summer will ask the auto companies for
optional “‘early retirement” with full benefits at age 60,
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 60 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
expensive than age 68. According to one union esti-
mate, reducing retirement age to 60 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 60 under Social Security might re-
quire a payroll tax increase of one full percent of cov-
ered payroll, in addition to the present nine and one-
quarter percent which is equally shared by employer
and employee, i.e., a boost of better than 10 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 $80 for men and $120 for couples —
which means that perhaps half of the 13 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--

L)
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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
shorter period of work.

Better use can be made of whatever amounts are won

for retirement programs in collective bargaining and
from Congress.
. 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 50’s and 60’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 long 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
$60 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 eGch 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 most 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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Sidelights

Retirement at 60
Is Disputed

Early retirement hag become
‘& subject of growing interest]
a5 negotiationg between the autg |
‘tompanies and the Uni ted-Auto- |
‘mobile Workers Progress, ' |

The company recently offered
ithe union new benefits to en-
¢ourage retirement at 60; in|
|line with the union jdea thatf
| #arly retirement heips open Jjobs;
(for younger workers, H
' Not all the experts agree |
|Wwith  this thinking, however.
| Merton (. Bernstein, labor|

of benefits for early retivement
is high, so high that costs: of
SOme pension plans might in-
'Crease as much as 50 per cent/
(it the retirement age ig dropped |
‘Lo &0. |
| In an article in The New Re-
publie, he is also concerned by
|the bad psychological effect on

[Tow the comfortable level, Sych
dncome is alse likely to pe.
‘eroded by inflation,

He also points out that most
employes lose their pension
| rights if they leave a company
| before retirement. “Plans should
|enable most separated employes
to take with them at least some’
| of the value represented by the
earned credits,” he says.

Hizher benefits under sogial
| security for widows of retireq

and children would make more
sense, he maintains, than lower-
ling the retirement age,
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KEY STATISTICS ON THE SOCIAL SECURITY PROGRAM

Coverage

More than 9 out of 10 people in paid Jobs are covered or eligiblelfor
coverage. About 76 million people had covered earnings during 1963.

Protection

Retirement--At the beginning of 1964, 82 percent of the population
age 05 or over were eligible for benefits; 91 percent of the people
reaching age 65 in 1964 are ‘eligible.

Survivors--Nine out of every 10 young children and their mothers can
count on monthly benefits if the family breadwinner dies. At the

beginning of 1964, the face value of this survivors insurance pro-
tection was $620 billion.

Disability--At the beginning 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 getting benefits
at a monthly rate of $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 1.6 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 benefits $ Th

Retired worker 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

Social Security Trust Funds--Fiscal Year 196k
(in millions)

OASI . DI OASI & DI

Income $ 16,044 $ 1,208 $ 17,253
Outgo 15,285 1,338 16,623
Assets June 30, 1964 19,699 2,264 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 funds combined are expected to increase dy 35 billion

during the lb-year period.

Social Security Administration .

Division of Program Evaluation and Planning
Program Planning Branch

August 1964
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WHY SOCIAL SECURITY CANNOT BE VOLUNTARY T,

If social security were 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 were 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, widows, 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 45 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 who 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.
Most 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.

9/2l/6k



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 30%
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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
wives 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 %ﬁi‘)
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 provided 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 illpess 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!
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!
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,
€.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' Compensation and private income substitute
and ﬁedical insurance; some 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 1n3titutions),
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.

For 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 arge.

Nor does it seem feasible to institute a separate but similar
national program of compulsory medical insurance, if for no other
reagson 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 say
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 140 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's 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 periodie
examinations. A fraction have dental care insurance.

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

only sbout one-quarter of the medical costs of those with insurance.
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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 chapges 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
purpcse 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 ignorancé 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 has such a requirement.

B. Existing Programs

Contrary to the popular impression and the usual terms 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 0ld 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 OASEI disability program).

Medical cost payments 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 become desperate or even irreparsble.,

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 govermnmental 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.
Hence the chosen method must be inducement (except that for low-paid
workers compulsion via FLSA may be possible, 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-Permanente, HIP, and GHI.
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 foreing 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 --



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: (1)
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 available). 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 commercials --
will have to be convinced that they will get a fair shake and not be
gobbled up by government. EHardest for them to swallow would be abandon-

ment of the indemnity (we don't care what the doctor charges) approach;
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what is needed is insurance for the entire cest of services, which
means doctors would agree to fee schedules.

(Parenthetically, but importantly, the Javits approach, recommended
by the blue ribbon Flemming Committee, is highly undesirable. It
would segment health care so that hospitalization (the presently most
expensive kind of care) would be taken care of by govermment 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.$

-

Some will object that this proposal to give individual optionsnpo
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've 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. wWhether, the private agencies (HIP was
represented and apparently embraced the notions presented here) will be
able to modify their distrust of a large govermnment 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 federsl 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 are
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:;ursing 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, 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 cencer
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, largely
attributable to fabulous advances in technology and drugq,have placed
non-profit institutions in a difficult position; they have increased
charges and yet they often experience deficits -- hence insufficient
funds are available for personnel compensation. Perhaps hospital
services can be analogized to certain public facilities such as canals,
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 prineciple, 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.

# i



5 /besilBeBBokERSE: gp-gocial Security

COPY

ma,m

Mr. Merton C, Bernstein
Yale Law School Association
LOlA Yale Station

New Haven, Connecticut

be made available. They will let us Jmow vhen this
report comes out. I wvish I could be more helpful.
Best wishes,
Sincerely,
John G, Stevart
Legislative Assistant to

Q Senator Hubert H, Humphrey
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“From the desk of MAX M. KAMPELMAN

1700 K Street, N. W.
Washington 6. D. C.

296-3300

9/8/64
John,

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?




YALE LAW SCHOOL ASSOCIATION
401A YALE STATION
NEW HAVEN, CONNECTICUT

NS

e

VY
Max M. Kampelman, Esq.
1700 K. Street, N. W. ;
Washington, D. C.
Dear Max:
Over the weekend I shall be working on the draft of brief pi'

position papers on social security, private pensions, medical care
and disability and man power -- employment problems and proposals.

September 3, 1964

It would be helpful if I had a copy of the report of the Presi-
dent's Committee on Corporate Pensions which was drafted almost a year
ago and redrafted but never issued. I was a consultant to Treasury
and H. E. W. in the course of the Committee'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,

7’? %

FoC
Merton C. Bernstein

MCB: joc

Dictated by telephone
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¥rom the desk of MAX M. KAMPELMAN

1700 K Street, N. W.
Washington 6, D. C.

296-3300

9/7/64

IOhn 1]

For your consideration.

MMK



807, Gage Street
Bennington, Vt.

September 3, 1964

Dear Max:

It just occured to me that a pointed phrase like
Goldwater's Unmodern Republicanism

might be helpful in our differentiation game concerning the
moderate Republicans. Eisenhower and the Eisenhower Republicans
have made a lot of hay with their "Modern Republicanism" in their
time. It might not only stick in the craw of the politically ac-
tive, but also remind the general public of something that ain't
anymore. Besides, it seems to me a quite precise description of
the actual content of Goldwater's - 1f you excuse tbe expression
-prilosophy.

All the best on the campaign trai],

P



. From the desk of MAX M. KAMPELMAN

1700 K Street, N. W.
Woashington 6, D. C.

296-3300

10/14/64

John,

Somebody on your staff might be interested
in the attached.

MMK
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Septem 2,

TO: Senatoy Hubert H. Humphrey'
William Connell

PROM: Jemes Cuff O'Erien
WHAT IS THE VOTER STRENGTH OF SENIOR CITIZENS

There are 18,000,000 people over age 65 in this country!

It 10 estimated that one cut of every five who will enter the voting
booth in November will be over age 65. ;

The University of Michigan reported that in 1958 the older voter =
was definitely leaning Repubilcan and conmsrvative, In that year £4,48
of those who ectually voted were over age €0. ’

The Republican Natiomal Committee reported that in the 1962 eles-
tions the "majority of older voters wers sticking with the Demeorats”.
S8am Iubell sald one in twenty Republican voters suwitched to Demgerats
because of the Medicars issue.

Nearly 16% of those vho are of voting ege 'm over ags 65. An
estimated 18.5% of those who ars reglstercd are over 65. About one out
of five, or 20% of those who actually vote are over 65.

One out of four (25%) will be over 60, &y |

- The percentags of those over 65 who vote ranges around 75% despits
« the fact that 5% are in hospitals or nurs , etc., and 123 have
disabilities which seriously limit thelir mobllity. )

: One~third of the senior citizens over 65 live in four states - lNew .
Yoriz, California, Pennsylvania and Illinois, with 130 Congressional seats, -

New Yorlk 1.9 million Texas .8 millien
Califormia 1.6 million Michigan .7 millieon
- Pennsylvania 1.2 million New Jeraey .6 million
Illinois 1.1 million Jassachusetts .6 millicn
Chio 1,0 million Florida ' 699,000

No incumbent Congressman or Senator who has actively cwm for
Modicare and has had senior citizen support hes lost, The defeated
the urray- er-Dingell bill in 1948+.51 by defeating key senate sup-
porters of this bill, Medlecare and senior citizens assisted in the big
1962 victories over incumbents of Senators Ribicoff, Bayh, Kelsen and
MeIntyre and Congressmen Fraser, Fulton, Pepper, Van Deerlin, Burkhalter,
1, Edwards, Crabowski and Staebler. Senators Carroll and Hickey b "
ducked the Medlcare issue and avoided Senior Citizens support effort and
we feel this was a factor in their defeat. 3



MEMORANDUM
TO: Cliff Carter
FROM: Jim 0'Briens Executive Director

- Cliff, yesterday Al Parkan asked me to join him in a meeting
with Roy Reuther to report on what I had observed in several weeks
of travel and though there were specific eituations he was
interested in regarding forthcoming House and Senate contests he
was primarily interested in an overview of the Senior situation as
I had observed it in stops at Milwaukee, Chicago, Phoenix, Los . .
Angeles, Oakland, San Francisco, Pittsburgh, Canton, Akron, Gary,
Buffalo and New York City. ~ '

: After we concluded an hour and one-half of discussion he

requested that I pummarigze it and submit it to you. This was b e
because, as I understand it, you had engaged last week in & review
of the situation with Al Barkaen end later John Fdelman end Nelson
Cruikshank, I have already touched on the subject with Dick Maguire
and am hopeful of meceting with him on Thursday for further explora-
tion. I have also read the report and evaluation prepared for you
by Col. Bill Hutton and submitted to you at the meeting with Nelson
Cruikshank and Al Barikan,

I an unhappy to have to indicate that the attitude of the
Seniors and the degree of their discontent and bitterness is the
worast that I have experienced in eight years of responsibility in
this area, PFrom one coast to the other, the militants who edit the -
newsletters, organige the clubs, furnish the leadership on political,
“social and legislative action are critical end discontent end they
do not spare any of us; the President, the Party,; the Trade Union
Movement and those representing them in Washington.

It is quite obvious that they cannot bring themselves to go for
Goldwater and in fact I doubt if we would have much difficulty on
this score with Scranton, but thank God we are spared competition in
this area with Rockefeller. The attitude of many of them is that
after their all-out effort in 1960 and again in 1962 and in spite of
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the commitments of President Kennedy and President Johnson, that with
two Chief Executives supposedly favorable end en overwhelmingly
Democratic domination of House and Senate, that to end up with the 84
in Sccianl Security increase and no Medicare is good and sufficient
reagson to it on thelr hands.

Prom an audience of 1,000 in San Francisco to one of less than

100 in Olean, K. Y, I received exactly the eame kind of static in
%zeation periods regardless of the defense that I drew for the

epident, Democratic Party and Lebor Movement. This kind of response
wag typical: a 67 year old retired Chemical Engineer; Chairman of &
Pederation of 14 Clubs in Los Angeles ~ "Vhy is it that we can find
ways to overcome the resistance of a man like Otto Passman to give
$3 billion plus abroad end cannot muster the stremgth to get Hospitel
Insurance for 18 million Americans; or this from a Retired Railroader
in Lackawanna, N, Y. - "How come people can work so hard on Mass '
Transit and Youth Opportunities and forget about thia legislation which
ha: seen 1/3 of the pecople die who were over 65 since it was first
introduced"”,

Now, obviously one tires to explain the difficulties wo all
encounter here and point out the effort the President has made with
Mr, Mills end the fantestic endeavors of Larry O'Brien and his tean es
well es many otheras, Unfortunately, however, this 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 conclusion just recently reached. This kind of negativiem 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, etc.

You can rest assured that we are trying to develop thirough every.
means available to us, the ability to counteract the misconception and
distortions that are disturbing the Seniora but as Al has asked me to
convey to you my conviction ~ the Job requires commitment end asals-
tance from the Summitv on down.
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MAMORANDUR

TO: Richard Donahue, Richard Maguire,
Kenneth O'Donnell, Lawrence O'Brien

FROLL: Jameg Cuff O'Brien

SUBJTCT: Address of Secretary of HTLW Celebrezze at.
the National Press Club

Having geen on & late news broadcast in Lancaster, Penna.
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
encloseds -

It does not seem to me that we can afford to have wvaluable
opportunities granted to Administration spokesmen with
maximum coverage available and then have them fail +o con-
sider in their presentation the politicel importance of
their performance and the need to dramatize issues and
promote effectively the politically necessary support for
gspecific pieces of legislation that 2re an integral part
of the President's progran. " _

-

While the President must freQuentJy'be above. party, there.
is no reason why with the OXCPDtIOﬂ of the Secretary of
State, the Secretary of the Treasury and the Attorney
General, the Cebinet must be. Tgsentially there wag little
in the Secretary s $2lk that could not have been delivered -°
with equal ineffectiveness by a Renmublican Secretary-.of HEW,
t is of wvital importance, 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 drives, have given of their time as volunteers, . .,




are helped to identify with the Prescident and the Perty
bj hearing at periodic intervals the kind of challenging
and st1mu}ating statements of convietion that renews
determination 2nd inspires. confidence.

It is difficu]t to go out to groups of seniors in Ga’;fp
ornin and New York, Florida and Tllinois, and hear 'them
quastion the tanrablc evidence of a demonstration of
tough ond “ng“épd lieutenants of the Prasident fulfllllng
the role of effective political leaderzhip; this was,
embarrassing throughout two ye=rs of Secretary R;bl“off’
tenurae Al H'J-—anq it he had been ag articulate in o g1y
wishington as he weas cemprigning back in Connecticut -:iv . ¢

parhiips we would huve been no closar to o bill, but we. .
cer*“*nly would have had more rank and file oartlcxpatzon
ond contributions throughout the country. it ,_-l~‘ 1‘4 *-;

Now 1 1like Anthony Celabreszze and this is noT meant a3 an’
ndictment of hin 28 en individusl,’ but eandor’ and & ‘desire .
to sea the job done requira thet i present these reflﬂctlons
frankly and fullys Not & month goes by that I dé not - ¥ ew
eddress. 2 minimum of half a dezen groups of geniors., In . o
1ight. of the recovd of the Democratic lDarty, it .is to be: - *
deplored that they arce not more appreciative and loyal; . 1
however, we ars making great inroads and improving our . -
percentage. among them and, of course, they are no mora
rorgutFul than thoge auts workers whe helped elett Romney
in HAichigan znd those steelworkers wio helped eleet Seranton -
in Fennsylvania. - The effort though to detach them from
their traditional RﬂpUDllCﬂn Joyalty 2nd tranefer them too
Demoeratic aWan*UnOA is dependen® on constant education
and OJerwnﬂlmlnv sevidence mmd reminders from me jor Demo-
eratic spokesmen of this fact of dLP eérence in navtf ;
 parilosophy and whit it means. P
I elose on the note on which I opened. @grﬂtary «elebrezzp.
at the Nationnl -Press Club could have 2nd should have ° ;
axpreased appreciation at the election raturns, concluding
that they represented en obvious digplay of sentiment in-*
behialf of legislation such ns MEDICARD, and gragned thie;riw? &
oupuhtunlty 4o thenk the 39n40r3 Lor their show of ¢ (e
confidenc?2 and to predict their future support of ther\, e
Pragident and his progrem. s : : ; 48 Frag,

faced with the unbalsnce in t?”'PrPO“ and the general - :
orposition of powerful groups to implementing domestic & <.
legislative items, timidity and moderation will esvaeil us- :

ve*j'11+tla. While tact and skill are necasgary in dealing. -
with Congressmwen And Committees from the White douse 'endy.=
“ Er“‘bﬂ“ con¢ern for miximizing political assets is ?
certainly necessary throughout the depsrtments, ' :
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2o swee  MEMORANDUM
New York 21, N. Y,

TO: Operating Committee :
National Council of Senior Citizens

FROM: Bill Hutton, Information Director

Secretary Celebrezze'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 - o 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 "planteqd”
some questions with members of the Press and submitted ques-
tions of our own on the cards provided at the luncheon,

Though the Secretary!s replies indicated his personal support
of the Medicare proposals, they failed %o 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 "jpevitable"
but he did not seem willing to commit himself further,

Secretary Celebrezze's speech ~ which he read laboriously =
was described by some old-time newsmen as "An HEW !'pot~boiler!?
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,)

D



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 Mulladv (International Labor Press Association):

"It was strlctly a run-of-the-mill HEW Department speech.
The Secretary's public relations advisors had not given much
thought to the p10v1g10n of interesting, newsworthy mater-
ial." 3
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oty ety VIHORANDUM: IMDTCART AND THT 88TH CONGRESS
O. L. GARRISON '
FROM: JAMES CUFP O'BRIEN

Y°stord1y I gecured the 1ullow1nw estimates of the over 65 popul;—
tion in the key industrial states based on the latest Census, -7 wilds2

Bureau ficures. These are projected for November, 1064¢ A
New York 1,311,000 Ohio 1,005,000 ]
California 1,514,000 iichigan 705,000
Pennsylvania 1,190,000 Indiana 475,000..
T1linois | 380,000

In the '58 elections the sontor vote; (here zntprprntud as those
‘over 60) accounted for 24.4% of the +otal vote; in '60, 18.5% and
incomplete figures for '62 indicate 25,1%. We know thut about 75%

y of seniors vote in all elections which is a much higher percentane

.- than that of younger voters.
In his post-election Jna1y51s of the '62 “ongr9331onal races, Sam |
Iubell, no great friend of the President, the Party or lledicare, -
said that it was the one comestic issue that really helped and that®’
one in‘'20 Republicans voted Democratic because of the Medicare 1ssue.‘

A11 of this leads us to the conclusion that it can do us Forl b s
damage in '64 if we don't pass lMedicare this year and, in fact, have.
some benefits paid out in '64 - contrary to present Administration.:
plans.

I was in California with Zalmen Lichtenstein four days 1ast weelk,
Cargtenson is now in Florida for a series of meetings. We had Blrch
Bayh address a major rally in Daytona in Herlong's territory last © "
sunday night. r

In general, howsver, we are uncertain about the Adﬂinistration's plans
~and timing, and DNC's intentions on grass-roots mobilization, efc.

The "Republican Senior Divisions are working fulltime trying to cut
into our effort and blame the lack of progress on Medicare on our
Poarty.

e feel that we had better get our pluns developed and timing agredd7'
upon soon. .



DEMOCRATIC NATIONAL COMMITTEE
1730 K STREET, N.W.
WASHINGTON &, D.C.

TELEPHONE
FEDERAL 3-87
-

October 16th

Bryce:

The enclosure includes on page thr
an item about social security for farmers
which I am sure John Stewart would like
see, if he hasn't seen it already.

Betty Binder
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This is only time
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vootlcoed Ly aooe. But they were included in the Conference Report,which passed
on August 20,1954, the day of adjournment. s
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COLanTent L, JUSmin WS L4 CaC Chol¥. genator Goldwater was not.
I Note the last paragraph on page three of the enclosed speech. Goldwater
says that he was zgzk presiding the day that the 1954 social security, amendments

were passed to include farmers. He does not say he was 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:

(2) Senator Goldwater missed two 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 in the chair at the moment

the 1954 social security amendments were, passed by voice vote

on the Conference Report, allowing farmers to be covered by

social security sm for the first time. )

(¢) I don't know where Senator Coldwater 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 GColdwatdr was not in the chair while the social-security-

. | 5 ;

for farmers amsad matter was being v/ /7 0 (T
_ ) \_[ v/ P k_/\-'“ ;‘{_‘_'_‘ P
voted on. 3 NN

~J)

(4) The relevant paragraph of Goldwater's speech today is as follows:
(=1

"I pledge, as I have pledged before, my unqualified support of the social
security system. Oa this, my record is clear. 1 have voted in favor of every
Soeisl Security Act since entering the Semate. I voted for the acts of 1954,

1955, 1956, 1958 and 1961. In fact, I had the opportunity of presiding over the
United States Senmate on the day the bill was approved bringing farmers under Social
Security for 'the first time. And that' bk change had my active support."”

(5) Please also note that he omitted from that paragraph 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 ''bhony
wmedicare" smendments. He of course now says he is for Kerr-Mills.



NEWS NEWS NEWS

FROM: REPUBLICAN NATIONAL COMMITTEE
1625 Eye Street, N.W.
Washington, D.C. 20006

AUTOMATIC RELEASE

PMs PRIDAY
October 16, 1964

CAMPATGN 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 each 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 seif~reliance, private initiative, reverence, and diligence are the
keys to a full and prosperous life. We believe that every citizen should
run his ;wn life and attend to his own business. We believe every one
should give humble thanks for the many blessings of Almighty God, including
our priceless constitutional heritage. A

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 must be such a change if progress
is 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 apportion our digtricts.

We are more concerned with the direction in which we are going than
the speed with which we get there. We know that undue haste makes trouble
and waste, and seldom gets us where we get out to go. We have learned the

lesson of the tortoise and the hare,

: < oy s
(= = L e, U By —
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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 direétion and far too fast.
We are headed straight 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 than you do. 1In 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 heiicopters over your land to check up on you.

I know you will agree with me and with the Republican ?arty 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 ffeed from the cost-price squeeze being imposed on themn.

You and I and all good Americans -- we all want a free and prosperous
American agriculture, with a minimum of federxral controls and intervention.
That is the direction in which we must move —-- forward, toward freedom
and progress.

Do you really want to keep going backward with my opponent and his

curious crew? Do you want to keep going backward into enslavement and

decline?

Hh

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 commitments already made by the federal government.

We must keep faith with those who have made plans and acquired
property on the basis of those commitments. We must have the good sense
to move.slowly in making changes so that the citizens of this nation —-
and indeed, the economy itself -- can make smooth adjustments, adjustments
that will cause nobody harm. Above all, we must not scrap existing programs

until we are sure we have something better to substitute for them.

(mozxze)
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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
wherever and whenever I speak —- whether in the midwest or the east, whether
before election or after. I do not carry around fifty different speeches
for the fifty different states.

My opponent has recently traveled through these parts, givihg to
you his midwestern, before-election message. You may have heard some
of the twisted things he said about me. Perhaps he has been S0 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 the electrification program. This is
not true, and he knows it.

He said that I want to destroy the sccial security syétem. This is
not true, and he knows it.

He said that I will cut farm income in half. This is not true, and

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 price support program until scmething better has been
developed that can be gradually substituted for it.

I pledge, as I have pledged before, my whole-hearted support for
ccoperatives owned and operated by farmers, including rural electric
and telephone facilities. I stand firmly with the Republican platform in
this pledge because I believe in a strong and healthy rural electrification
program.

f I pledge, as I have pledged before, my ungualified support of the \“%%%
1 3
| social.security system. On this, my recozd is clear. I have voted in ﬁ
.

ES%} i

(] - M » . !
 favor of every Social Security Act since entering the Senate. I voted for ‘ﬁqﬁ

. . g 3|
the acts of 1954, 1955, 1956, 1938, and 1961. 1In fact, I had the opportunit%ﬂay
A

bringing farmersz uander Sccilal Security for the first time. 2and that .

£ reasids % - : N - Y 3
of presiding over the United States Senste on the day the bill was approved i
¥

change had my active support. ' '
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T supported every section of 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 entire bill in
conference -- simply because Congress would not approve of his phony over-
burdening Medicare scheme.

So much for the slanders of my opponent.

Now, I am not like my opponent or his running mate. I don't claim
to be a farmer, successful or otherwise. And I don't approach 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
controls in agriculture. We must seek the best ways open to us to bridge
the gap between the controlled agriculture we now have and the free
agriculture we must move toward.

I will buiia that bridge with the aid of people who really 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 defunc% governor, trained as a city
lawyer and locking for a political handout.

And my secretary and I will seek out the advice of farmers and farm
organizations across the country, to find 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
away controls while keeping full faith with the farmer.

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 get away with having a farm'ﬁoss
who doesn't know anything about it. But just how much does he know about
farming?

Hé seems to think the way to handle the farm problem is to hire a
bureaucrat for every farm, cock up a different scheme for every crop,
and make a‘'different promise to every farmer.

Do you remember back four years ago when this Administration promised

vou 100 per cent of parity? 2And what have they delivered? A parity

level of 74 per cent, the lowest slince 1939 and 10 poilnts below the average
(moxe)
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in the Eisenhower Administration. Unkept promises are cheap -- and even
cheaper by the dozen,
What else have you been blessed with under this Administration?
wWell, they dumped feed grains on your markeﬁsf 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 19260 under this Adminis—

tration have more than doubled. As if this 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
massive wheat dumping Pprogram. 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 program. 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 million 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
that, over the last four wears, spending by that department has risen by
600 million dollars a year? Where has the money gone? Certainly not into
your pockets. Much of it has gone into the pockets of more and more
bureaucrats hired to control your farms and oversee you.

Are my opponent and his curicus crew the kind of pecple you call
your friends?

You know full well where they stand, and you know where I stand. I
am the friend of ali diligent Americans who want nothing more than an

equal break and a fair shake =-- who want parity of treatment.

(roxa)
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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 products. We will do this by
encouraging the expansion of markets throughout tﬁe free world. And
we will do this by freeing farmers from the arbitrary controls of bureaucrats.

Make no mistake about it. The farm programs conceived a geﬁeration
ago and made hopelessly oppressive by this Administration -- these programs
have not worked. You know that full well. Some farmers operat;ng 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 beyond 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 labor.

You and I know that a farmer can be helped 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 friends, you and I know that the very best reason for rejecting
the radical socialistic schemes of my opponent and his curious crew is just
that. The best reason is not that they'’re radical, not even that they're
socialistic. The best reason is that they haven't worked!

Well, thatfs the straigh£ and honest talk. Starting with this November
let'shget down to some straight and honest policies.

These Bill Miller amd I will give you when, with your help and with

] + : - - L% g =y e
God's blessing, wa lead you forward onca again on the proven path of progress
through f£reedonm. 3 (e




NATIONAL FEDERATION OF THE BLIND

Office of the President October 12, 1964
2341 Cortez Lane
Sacramento 25, California

SPECTAL DETIN

To the President, Officers, and Members of the
Minnesota Council of the Blind

Dear Friends:

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 Minnesota, 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
known 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 disd in confer-
ence.

But the Senate approval of our Disability Insurance bill, in spite of

HEV 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 weifare, 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 meke 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

id. 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-support and eco-
nomic independence under an approved rehabilitation plan.

H, R. 9393 was adopted by Congress, with our Federation "full 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.,

Now, I am sending you this particular bulletin, that you may know of the
help and cooperation we have received from Senator Humphrey, and the con-
tribution he has made toward our legislative accomplishments in Washington.

It is my hope that you will have this bulletin read at your chapter meet-
ings, that you will publish it in your newsletter, and that you will 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 Washington for the
benefit of all blind people in the Nation, that all may know of our grati-
tude and appreciation,

Russell Xletzing
President
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Stel:nlten A Slﬁngarn Friday, 0°/:1954 ;
1900 Que Streer. N. W.
Washington. D. C., 20009 s /
DUpont 7-0866
MEMORANDUM

Subject: LBJ versus BMG on Soclal Security---will the REAL
Supporter of Soclal Security Please Stand Up?

Item: From a news story on Barry Goldwater's campaign sctivities
in Indlana on October 1, 1964 (Washington Post, October 2, 1964, page 2):

"His Social Security 1ihe, volced 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 reference service and research organlzation on Congress) titled
"The Public Records of Barry M. Goldwater and Willism E. Miller" st page
15692

"Goldwater has been sternly critical of the Social Secupity system
and repeatedly urged that it be made 'voluntary'. He has expressed g
clear preference for private insurance plans and warned that Socisl
Security taxes will become prohibitively high by 1960. Goldwater hsas
never advocated repeal of the Social Security system. In fact, he was
with the majority when the Senate iug. 10 1958 passed a bill increasing
old age, survivors and disabllity payments by approximately 7 percent.
The vote was 79-0 in favor pf the bill. In 1956 Goldwater had voted to
make Soclal Security benefits avallable to women at age 62, instead of 85.
The afflrmative Senate vote was 86-7, On virtually every other occasion,
however, Goldwater hasvoted against proposed expansions in the Social
Security system."

Item: From a publication of Congressional Quarterly titled "The
Public Records of Lyndon B. Johnson and Fuoert H. Rumpidrey" at pagze 2074;

"Johnson has stated his full support of the Social Security insurance
concept and has consistently voted for increased coverage and benefit pay-
ments. He has committed his Administration to support,fihe medicare oro-
gram financed through Sacial Security. Johnson has been a strong supp-

orter of federal financing of major medical research programs."
ltem: From a Song popular in the 1940s:

"How could you believe me when I told you that ¥ loved you
When you know I've heen & liar all my life?"

Stoe Sioirpare

Stephen J. Spingarn
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December 17, 1964

Professor Merton C. Bernstein
Yale Law School
New Haven, Comnecticut 06520

Dear Mert:

Thanks so much for your letter and the memorandum
on our Social Security problems. There to
be a certain de, ofvillingmutommor
these problems before pushing ahead with the Medicare
Bill. So this is very timely and hopefully can be
brought to bear in the process.

I will give Bob Nathan a call and get his thoughts
on the initial use of general revenues. It seems
like a very suggestive proposal.

Best wishes.

Sincerely,

John G. Stewart



YALE LAW SCHOOL
NEW HAVEN, CONNECTICUT 06520

December L4, 1964

Mr. John G. Stewart

Assistant to Senator Humphrey
United States Senate
Washington, D.C.

Dear John:

I enjoyed meeting you and chatting. As you suggested I am sending
you a memo on the Social Security dilemma 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 13+% 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 Specilal 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,
Merton C. Bernstein

MCB/pt



The Social Security Argument

A disenmibodhed pair of hands 1ips @
social security card i hall as a televi-
sion voice confides: “On af Jeast seven
oceastons, . Senator Barry Goldwater
said that he would chunge the present
social secunity svstem But even his run-
ning mate, William Muller, adupts that
Senater Goldwater's  voluntary  plan
would destroy the social seeurity sys
tem. President Johmson s working to
strengthen social security,”

Fhat Democratic TV compciaal s
evidence of the fact that the U.S' <o-
cial securitv system, se long aceepted by
so many, has become a red-hot ssue in
a prestdential campaign for the finst
tune aa 28 years. And it has badlv hst
Republican’ Candidate Goldwater, even
though he went out of his wav 1o bring
up the argument,

A Turkey in New Hempshire. Last
November, in a New Yark Lines Sun
duy  Magazine interview, {anldwaer
sl ] think social security ought
be voluatary. This is the only defin.te
position 1 have on it. It a man wants
it, fine. If he does not waunt i1, he cun
provide his own,”

During the early weeks ot thiy year's
Republican presidential priniery in New
Hampshire, Guoldwater  reiterated  thin
stand. It did not go over very well. pur-
ticulurly with the larze segment of the
New Hampshire population that depends
on social security. Rival Nelson Rocke-
feller jumped on the Goldwater argu-
ment, charged that 10 make social se-
cunty voluntary would be te make the
ststens actuarially  unsound, bankrupt
i and turn 1 inte a “personal disasier
to mullions of senior citizens and their
tamrihies ™ Semehow sensing«that he had
sojd the wrong thing, Barry bucked
ayay, started replying 1o those who
asked him about his seatiments for vol-
untury social security: ¥l don't know
where you ever got the idea. You must
hive bieen listening to the Governor of
New York.” :

Domaging Cues. After New Hump-
shire. Goliwater camne our with a paper
insisting that he not only wanted “a
sound socma] security system™ but in-
deed hoped o see the system “strength-
encd.™ Bul right up to the time of the
San Fruncisco convention, Rocky kept
hammering away at Goldwater vn so-
cia] security, and so did Pennsvlvania's
Governor  Willlam  Secranton.  who
terined Barry's voluntary scheme “the
worst Kind of fiscal irresponsibility.”
Since Goldwater's nomination, Demo-
crats huve picked vp the issue, and
President Johnson mentions social se-
curity in almost the same breath with
“Peuce and Prosperity.” Said he 10 a
Harrisburg, Pa., audience last monih:
“We do have a choice this year. IUis the
choice butween the mighty veice of
the American majority saying yes aml
the fading echo of the few who still sav
no. The majority said yes long ago 1o
sociul sccurity. The echo still suys no,”

As often as not, the Democrats take

their cue from Rocky anmd Sceranton,
and  Clofiwiarer  recently  complained:
“Rovkeivller and soranton have done
e guore (limage than the Democtats
ever ol

Aoldwater has charged that Johnson
wona friend of soctal security. since the
Piosdent insisted that medicare be at-
tiched o wlreads pussed budl expand-
ing the social secunity svstem and in-
crvasing s bepetits, The whole hill
Galdwaier savs with some justification,
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“On il least seven occosions.”

dicd in conference commiltee because
ul the medicare rider.

The Controversy Roges. Just what
are the meris of Goldwdter’s aotion of
votuntary social security? Most authori-
ties, wheiher iberal or conservative. ur
whether in or out of government, dgroe
that o s totally imipractical. According
foodat duast one expert estimate, if the
siatem weie W be made voluntary and
only 150 ot todav's covered workery
uneder 30 elected 1o drop-out, the 1965
s e contributions would smount W
3T ibon: by 1968 the loss to the re-
trement benefit fund weuld amount o
$8.5 hillion, and by 1988 the social se-
curity program would be bankrupt,

Almost beyorad argument, the social
securiy aystem could be improved, As
of now. improvement is all that Ciold-
waler has made clear he wants; and it
s plaply gailing o him, as 10 many an
othdr, Amedican, o see the system mis-
tsedd an a vote catcher, ‘as in the case
of the medicare debacle, But Birry is
not about o get well on this issue, es-
pecually so long as he fails 10 ‘come
up with a specific program of his own
—a program that would Keep the so-
cial securttv svstem going in one form
or another.

Even though, since New Hampshire,
Goldwuter has  virtually purged the
word “voluntary™ from his vocabuiary,
it has not done much good. Still the
controversy rages, and the vncertainties
over his frue position abound, In Fort
Dadge. Towa, recently, a 500-signature
netitionn was  sent 1o the state’s two
L' 5. Senators, asking that social se-
curity not be made voluntary, Like it
of oot it seems that Barry is going to
have 4 tough time convincing volers
that he did not mean what he said be-
fure he was sorry he said it
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