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THE T • SE PLAN OCI SECURITY 

By 
Dr. Abba Hillel Silver 

At 
The Temple 

On 
S'Wlday, lov--mber 24, 1935 



One of the great achievements of the Roosevelt Adminis tra tion 

is the enactment of the Federal Social Securities Bill in August of 

this yPar. This Socia l Securiti s Act is a notable landmark in the progre ss 

of our n,tion for greater economic security. This act is an expression 

both of tne idealism of our people and of t aeir sound, practical sense. 

The Social Securities ct is an omnibus bil l which covers many phases 

of social welfare in our country and vtlich is destined to affect close 

on to 30 millions of our people. It is not an emer ency measure to 

tide over a depres sion, but a continuin6 lon6-ranged program. This 

Social Securities Act is a continuing program for protecting our people 

against tne major hazards involved in our industrial organiza tions and 

a a.inst the conomic disabilities hich come it 1 unemployment and old 

age. It also aims to protect childhood by i mproving and extending 

child welfare and child healtn agencies tnroughout our country and 

by degrees to reli eve tne burden of mothers who have dependent chil1ren 

through mother's pensions. It aims to im~rove all of our nealth insti­

tutions in our c -Yu.ntry, to give added protection to the permanently 

blind, to encoura6e social renabilita tion of thP. cri~pled and disabled. 

Be ind all tne provisions of this Social Securities Act is the desire 
the 

to mitigate, a s f ar as possible, h-wnan suffering , to ive/cnildren 

of our country a better chance to live d be happy, to give tne disabled, 

the nandicapped better homes, to provide tne workingman with an anded 

mea sure of security and an insurance against -o riods of unemployment 

wh n sus tenance will be given to n .J.In a s a rignt, net as a matter of 

c · rity, out of insurance funds, not out of relief funds and to give 

the old folks in our country a better prospect in old age tia.n tnat of 



-2-

living in the poor house or that ) f bitter depende~cy. 

Much, of course, was done int is country before the Social 

Securities Act was passed, both by the States and by priva te a5 encies. 

In some fields of social welfare, we led t e world. In other fields 

e lagged uenind many of tne gredt countries of Europe, particularly 

in the fields of old age security, healt! and u employment insurance. 

There are today on the statutes of 35 Sta tes, old age pension 

laws but nearly all of them are quite inadequate. In all but three 

States, mothers are pensioned. In some 27 States thPr e are pensions 

for the blind. Before 1935, only one State in the Union had any 

unemployment insurance laws. This year, in anticip tion oft is 

Federal legisla tion, five other States have passed unemployment 

insurance measures. 

ow tne purpose of this Federal Securities Act is to 

stimulate social welfare agencies tnroughout the country by supplementing 

State appropriations tnrougn Federal appropriations. Federal agencies 

have been granted large ap9ropriations to carry on t eir work, and 

States nave been offered large annual appropriat i ons to oring up tneir 

services to a higher level. The tax provisions are such that will force 

every State in the Union to adopt unemployment insurance laws, and the 

promise of grants by the Federal Government for old age pensions will 

induce every State in tne U ion to pass old age pension laws. 

Briefly, tnis Act sets aside some $50,000,000 ar n1ally to be 

expended by the Government directly, or indirectly by States, for mother's 

pensions, for tne criopled, forte blind, for C! ild welfare work or 

public hP.alth worK. Tne Goverament ill match the contribution of the 
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in some instances 
State/dollar for dollar in a1 effort to urge t em to expend funds to 

improve and protect tne lives of the youtn and adults in the country. 

The ma.jar feature oft e ct • s to do with unemployment 

benefits and old age pensions and annuity. This Bill decrees t t 

beginning witr next year, 1936, tnere snall be a Feder 1 tax on t.ne 

payroll of tne nation e ual told in 1936, 2~ in 1937, 31 in 1938 

and tnereafter. This tax sna.11 go into an unemployment reserve fund 

which will be used for t.ae care of those people wno are against their 

will forced into idleness. Should a State adopt an unemployment law, 

it will receive a reb~te up to 9Cr; of the tax paid in byte State. 

In other words, tnrougn tne enactment of tnis bill, States will 

practically be forced to adopt unemploymen i.surance m asures subject 

to minimum benefits establis d by tne Federal law. A wor er wren he 

loses his job will tnen be entitled to receive a weekly benefi 
erlal_ 

an a.mount provided b the unemploJment insurance law 01 nis State. 

In io, where we· ve been orki 5 for an unemployment bill 

for ne· ly five y ars, the so-called Co.unission Bill v.nicn will oe 

introduced in tne Legisla ture t nis montn, calls for a weekly unemployment 

insrance benefit e ual to one/nalf tne wee ly wage of tne worker but 

not to exceed $15 for a period of 16 weeks be6 Li..; ·nr; after a waiting 

period of thr e e ks. 

~ow this unemployment insurance me~sure will not give the 

American working complete protection but it wi l l give nim a large 

measure of protection durin5 periods of depression. en e loses is 

job, he ill not be forced i r.1mediately to t e dole or to consume is 

savings and t e amount of money whicn will automa.ticall be poured into 



the community by the.unemployed receivin5 this compensation will keep a 

substantial sum of money in circulation even during depression. It will 

keep the line of tne depression sagging. It will maintain the mass buying 

power, in other words, for large portions of tne people for a considerable 

period of time after a depression sets in, keeping tne line of depre sio!l 

from sagging as low as it has in recent years. 

In this Act there are two provisions for old age. First of all 

there is ' measure for the impoverished, dependent old people. The Federal 

Government will pay to every State which has an old age pension law a sum 

equal to one-half of what the State pays out in pensions to the individual 

but not to exceed $30 a month. If a st~te as an old age pension which 

gives t.ue pensioner $30 a mont , tne Fe6.eral Government will add to this 

amount $15 a month so tnat a man er a woman will receive $45. If the 

State pays a smaller pension~ the Government's snare will be one-nalf 

the amount paid in by the State. If more, tne Government•s snare will 

still be $15. 

~ne age limit by 1940 will be 65 years. 

Inasmuch as the average pension in those States wilich already 

have pension laws amounts to less tilan $20 a montn, this Social Securities 

Act i :llTlediately boosts the benefit for every person at least SO,,, ra1sing 

it to 30. Tn re is the prospect tnat the States, wishing to get tne 

additional Federal ap:?ropriations, will be induced to increase tlleir 

own provisions - to raise tneir pensions at least to the level of 

$30 a montn, t11ereby making t e income $45 a mont . This is the first 

measure, a provision for indigent, dependent old people. 

The second of tl1ese old age enactments is an annuity, a retirement 

wage. This is to pay at the age of 65. Any worker may retire i"rom work 
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and will receive from tne Government an annuity based on a percentage of 

his wage and on the number of years he has been working since t e passage 

of ti is la • The percentage is one-nalf of l ;.- on any amount not to exceed 

an an1,ual income of $3,000. Thu.s for example, if a man has worked 25 years, 

oy tae time he is 65 years of age, and if his income has bPen $1200 a 

year, he will be entit ed at tne age of his retirement to receive an 

annuity amounting to $37.50 a month. If ne has worked 45 years and his 

annual wa6e is $1200 a year, he will bee titled to $53.?5. If his wages 

are higher, his annuity will be hi6 ner. However, tne maximum receivable 

is $85 a month. 

This is not a benefit. This is an annuity for wiich t~e worker 

pays. If tue worker dies before he reaches t e retirement age, his 

estate receives 3~ of tne total wage earned by tne worker since the 

act went into ef fect - in 1936. 

Now these annuities will be made possiole by a tax on tne worker 

whic will be paid by tne employee and tne employer, 11 beginning in 193? 

and increased ½'' every third year until 1938 when it will amount to 3f, 

forte employee and 3% for tne employer. Tn re~fter it will remain 

The advantage of this. law is tn~t it comoines a retirement plan 

with a sound principle of annuity. It is devised to retire people wnen 

they reacn an age when modern industry really has no more use for tnem. 

But it retires t4em wit di~ity and with protection. At tne same time 

it is an annuity actuarily srund, justified byte soundest principles 

of insurance, an annuity whicn tne worker .na.s earned by payin6 in premiums 

during his productive y ars. This plan, lik tne To used Plan, is not 



intended to solve tne depression or any economic plans. It is p ely an 

insurance u al aiming to stimulate sGvi son the part of tne worker in 

his productive years in order to nave p~otection during his non-productive 

years. 

Now this measure is a notacle advance in the field of caring for 

the aged of our people but it involves a tremendous outlay ofmoney and 

very neavy taxation. The old-age annuity measure will in 1948 involve 

a tax of &j; on tne payroll of tne nation, tnus adding Ge; to tne production 

cost of inuustry. 'nen you add to this another 3~ _for unemployment insura ce, 

you can understand t t tnis ~ct imposes a very heavy uurden on our economic 

structure. Th se taxes will amount to about $3,000,000,000 - a larger 

amount tnan the United States 1reasury receives i any one given year. 

It is not yet clear how event ese m asures wnic contemplate 

minimum benefits for old a6e - certainly not maxiIIIW11 benefits - it is not yet 

clear how tn se measures will operate, how mucn of astrain it will put on 

our economic structure. Tney have not yet been tried. Their success is 

yet to be demonstrated. Of course, tiey do not represent all of our numan 

neart•s desires. Tne premiums to be paid eekly and t e benefits to oe 

paid weeKly are small. It is noped, ho ever, tnat now that t ese laws 

are nacted, t ey will be tested over a period of yPars. and if found 
tnat 

practicable an feasible,7itmay oe possi le to increase tne percentages 

stPadily, as the finances of the nation arrant. But it is a part of 

economic sanity and political isdom to move carefully. Our counsels 

of perfection, while tneoretically m t co0 ent aid mo~t ap ealing, almost 
tne 

inevitaoly lead to disaster. All/dictatorships wnicr1 ve rought so 

much economic misfortune upon the people were made possible because the 



people were persuaded not to be satisfied wit1 a asiole or practical 

plan but to reach after a short-cut to Kin6dom Come. Tnere are o stort­

cuts to Ki dom Come. 

I am satis1ied t.a.t tie ation nas outlined a comprene sive a nd 

courageous pro am of human betterment in its S curity Act of 193. It 

marks a def in · te step for· :a rd for tL e well oeing of our ci tize s a d for 

our day, even if it is not adeauate today. It is ot tne last or best 

word on tne subject but til e~erience gai ed from its operation over 

a period o:f years na.s taught us greater wisdom, its ould oe allo ed 

to e tested. It should not now, • e tne laws are eing put in 
not only 

operation, ue tampered witn by any a 6itatio t.nc..t may destroy/t is 

program but wnich may destroy t e w ole economic ystem of wnicn t is 

program is to oe a part. It is this plan t.m.:. t I am referring to - the 

Townsend Plan. 

nat is t e Townsend Plan, or as it is better known, the 

Old ge Revolvin · Plan! It is very simple. It aims tot e care of 

old people and at tie same time to solve tne proolPm of the economic 

depression. And we can do ooth of tnese joos tnrough the simple way 

of giving every citizen in tne United States no reaches tne age of 

60, exclusive of course, of criminals or inmates of a sylums, $200 

per montn. If he has a wife, DD she, too, is to receive $200 

per montn. Tne only condition is t t t e money must oe spent within 

the iven montn - tne money mu toe spent wit in 30 days nd w~t int e 

confines and jurisdiction of tne United Stats. 

ere is tne money comin from? It is stimated tuat t ere are 

in tie United States, 10,000,000 mil lion people 10 would !'all into t is 
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category. 8,000,000 of tne 10,000 ,000 woul avail t 1emselve s of tne offer 

and r e tire from wor k and get $200 a mont.... . T11e Gover ent would be cc...lled 

upon to a?propriate $2,000,000,000 in order to make t he first pension 

payment. T ereafter, t n e money would come out of a revolving fund to 

be levied b y putting a t ax of 4% on every • usine s s trans ction in the 

United Stat es. Thi s sa les tax wnica is not a k ind o sales tax wnich we 

nave in Oni o now - a tax 01 r e t a il sa les a lone - but a t ax on every 

separate business t ransaction. It is estimated tna.t tis tax would 

realize close on to 20 tnousand millions of do l lars wh ic would be 

required to operated system. By tne way, 20,000,000,000 is a lar e 

swn of money. ·20, 000,000, 000 repr~sents exactly three times t e amount 

of all tne dividends and interest payments made in 1929. It is about 

equal to all tne s ~vin6s deposits in all t e oanks in t ne Uni ted Sta tes. 

20,000,000,000 is about three time s t e amount of all tne Federal, Sta te 

and 1unicipal truces received y~arly. 

ow, it is noued th~t oy giving $20, 000,000,000 to 8,000,000 

people w o wil l be forced to spend it, t • t tnis lUg e sum of money will 

immedia tely put into circul~tion much mo ey. Busine ss would boom, the 

unemuloyed woula fina joos botn us a consequence of t e improvement 

in business and because oft e millions of people over sixty no are 

now employed w o would make room for those under s ixty. Prosperity 

would i ~:rnedia tely come back. • tllen all our orrie s would ..i e over. 

~ne plan is so s i mple tl ~ t it is or e~th-taking. It takes 

a ay your r eason. .tlat m&ees it 1mpossiole to discus tis plan 

objectively a calmly is tne f. ct tnat it is tied up ~otionally 

with tne care of t e old. nen you criticize tie plan, you are in 

danger of oein criticized as oeing hostile to tne old folks or 
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cruelly indifferent to them. Here is a man Wll O wants to give tnem $200 

a monta and you say. ' o•. I venture to sa3 tnat following this lecture 

I will receive a flood of letters wn.ich will c.narge me with every crime 

in tne calendar. This plan ha s r eached the state of feverish propaganda.. 

W.na.t wi tn tae or t;anizations of thousands of Townsend Clubs in tne tield, 

and ore;.anizers, meetings and petitions and political organizations for 

political action and pressure tnat is going on, it is taking on the 

chQ,racter of a sort of iessianic starnpede so t hat it make s it difficult 

for many people to discuss the Plan objectively. 

The Towns en:l Plan is really a merger of two plans. And if the 

two Plans were sepa ra ted it would oe i:>asier to discuss both plans obj ectively. 

One plan is t o take care of old people. Tne ot er 1s to solve the denression. 

The two are not a t all essentially related and had there been no depression, 

such a plan would never have been evolved. It is clea r that a plan to give 

8 or 10 million people who are not producers a sum of money which is twice 

as much as the average producer receives annually, while ninety percent 

of the producers of the nation, many of whom have families to support, 

receive hardly half that amount in wages, tt is not only fantastic but 

uujust. Even in prosperous times the average earnings of an .American 

worker is from twelve to fourteen hundred dollars a year. And most of 

them have the a dded r esponsibility of rearing a family and educating 

chil ciren. If in normal times anyone had suggested that these v,orkers 

who are themselves struggling t o make ends meet, should be taxed an 

amount equal to some twenty to fifty percent of the total national 

ino:>me in order to enable a class of non-producers, sixty years and over, 

representing less than nine percent of t ne popula tion, to live on o. scale 

at 1 ~c1st twice as ni6h a.s their own. it woul d have bee_1 laughed out of 

court. :But we a re not in norraal times. We are in the midst of a depression. 
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During t e depres sion tne idea has been wiuelypopularized tnat 

if you c· but put a large amount of mo ey in circulat i o, t.ue wneels of 

industry woul d start moving a 6 ain • d prosperit , would r ~tu.rn. It is tnat 

idea which is being exploited bs tne Tmnsend Pla n to tne th degree. And 

that is what has c:, iven it such wide c .. r rency and appeal. You may recall 

t t every minority group wno h, s come to Congress to ~sk for grants 

nas capitalized on tnis argwnent. 11 If you will give us money, we will 

nelp business b:1 putting the :no ey into circulat ion. 11 The .American 

Legion tried it and was sa tisfied witn a pal try one or two billion dol ·.rs. 

ow, if we were to assume for a moment tnat the way to bring 

oack prosperity is to tax one pa.rt of t ne population in or er to give 

mo1ey to others to spend, I say, assu.~i 6 t t, I coul d make out a much 

grea ter case by giving mo ey to youn · married peopl e wno have a 

tremendous responsibility. Fr ma soci al point of view tn irresponsibility 

is mucn gr eater t an that of tae old people who are no lon6er producers. 

But 1,here is t is $20,000,000,000 coming f rom·? no is go ing 

to be taxed to pay it? By taxing incomes or tnrou inneritance taxes, 

t Q t mucn couldn't be raised. It is to be sales tax on tne consumer 

which will ultima tely fall with the greatest we i t upon the worrer, 

upon the rela tively poor of our people. It is not a 2% tax, my friPnds. 

It is a fifteen or t enty percent tax on eve ry s tage of p roduction 

and distribution and not 0 1 tne last r e tail sale. Tne rich are sp a red 

in the Townsend Plan. The bur en is pla ced upon those l east able to 

pay. Ad wit this large tax on consumption goods which tne worker 

will ·veto pay for, tne price of commodities will rise to a point 

hicn no one bas or c· stablish. Tne worKer will have to pay considerably 

more for • r t he buys. 
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·t nrovision n ~s been made to s ~e t nat ages will be 

correspondingly increa sed? -one! Furt1ermore, it is nd clear how 

tnis 2, on all business transactions will actually realize the 20,000,000, 000. 

The fi re most often quoted i s tn~t biven by the uirectors of the Federal 

Reserve Boo.rd. Business transa ct i ons in 1929 amounted to 1200 billion dolla. s. 

2//, oft · t would be 24 billion. That ould b e a dequate to cover old a 5e 

pensions. 

• It is eviaent t hat this figure includes oank transactions. 

Do the To nsend Plan a dvoca tes suggest t t every cieck issued shall cost 

2% in addition to t 1e tax on t rie sale it self? Imagine what an eff ect t · t 

would w.ve on the bank deposits and on tne whole b ing structure in the 

country. A man wouln · veto pay a 2 tax 0 1 ev ry $100 cneck he issued 

on top of the 2~-o t " x whi cn ne paid on tne sale it elf l 

A souni economist esti!'Ilci.ted t a t tne total business tr ct .i ons, 

exclusive of oaruc transact i O s during an avera6e depression year, such a s 

1933, would hardly be over $250,000, 000,000. If y ou a ssume t a ~ in a 

prosperous year tney would be ·500, 000, JOO, 000. 2;' of 500, 000,000, 000 

is 10,000,000, 000 not $20, JUO,OOO, 00. The amount availaue would $100 

a month per per son, not $200. 

But would t ere real ly be $100 a montn< ould t n scheme bring 

back prosperity? And, for now long? Do- st xing onP section of tne people 

provide weal t f or anotner? T e Townsend Plan i not an inflationist 

measure. It does not contemplate making or manufacturing money. Except 

for tne first $2,000 ,000,0uO, tne rest of tne money is to come out of 

the tax tion ev ry year. Do u stirnula.e business when you tax one 

1 ge relatively needy section of tne nation t urovide privileges for 

anotner smaller and less needy section? 
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It has been intended that out of this arrangement, some 

four or five million jobs wJuld e open for those not employed. There 

arem among the five to ten million people over 60 years, some four million 

employed. These people would give up their jobs and four to five million 

younger people would take tneir places. Jus t how can that help prosperity? 

How can you i ncrease t.tle weal th of a country uy excnunging one group of 

unemployed for another? Here is a class of four to five million people 

under sixty, receiving relief. You also have four to five million people 

over sixty wno are 6a infully employed. You make these men give up their 

jobs. When tney do tnat they cease to be nroducers. You give tneir 

joos to the four or five million younger men wno are unemployed. But 

you are giving these four or five million who are no longer producers 

$200 a month. Just whP-re is veal th being produced? Just where are you 

solving tne problem? 

You don't produce wealth by enforced idleness in large 

sections of our people. ·.,eal th is not increased by any artificial 

means. W..;,alth is produced by those wno work, not by those who are 

unemployed. Wealth is produced out of tne soil. Curtailing work, 

curtailin6 production, r e stricting output is to impoverish a country, 

not to enricn it. The Townsend Plan will not create new wealth but 

will only transfer the purc11asing power from a lar e clas s w ich 

needs it badly to a mucn smaller class wnose needs are not as great. 

Now t:ne danger in ti1e plan is that it is so very popular and 

so very appealing that it can actually be forced upon the American people. 

And t at would bring about an economic arrangement that one can hardly 

conceive of. $20,000 000,000, my friends, is almost 5cc; of tne total 

nat·onal income in 1933. Our national income then was only 46,000,000,000. 
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It is proposed to give $20,000,000,000 to a class which is only 'i1'/, of 

all tne population. Tney will,of course, have much more tnan they ever 

had to snend before. But the mas •c es will have f ar less. Such a measure ... 

if passed will mean a tremendous upheaval. When t.ne great masses of the 

people find tnemselves victimized by this Bill, tney will reach out for 

similar claims from tne Gov '='rnment because if tne principle is sound tnat you 

can giv 8,000,000,000 people $20,000,000,000 a year, why limit it to 

60 years of age, e tc. etc. 

It iswell to remember t hat tne $200 promised to an old person 

today may, if inflation sets in, be less t .o.an 200 pe ies. In Ger:nany, 

they sold postage s tamps in 1920 for five nu.ndred million mar~s a piece. 

Counsels of perrectionJ I ques tion even tne i uealism behind 

tL:i.e Townsen - Plan -- al l t1 e sincerety , a.L t the earnestness. All our old 

people who are begu.iled by this plan are just preparing t.aemselves for 

disillusio:nment a nd heartache. 

In tne days t o come all our energies snould be focussed on 

seeing to it tnc:..t tne t ne measures of the Social Secur ities Act are given 

a chance to q>era te as successfully as possi ul e and in tue course of time, 

if t r.ey operate successfully , t.neir oenefits will ten oe increased gradually 

and st-adily as dictated by sound principles anu good juu~ent. Tne e is 

no sho.rt cut to economic s tabilization. 
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One of the 5reat achievements of the Roosevelt Administration has 

been the e1actment of the Federal So ial Securities Bill in August of this 

year. Tlis Social Securities Act is a notable landmark in the progress of our 

nation towards greater economic security. It is an expression both of the 

idealism of our people and of its sound, practical sense. The Social Securities 

Act is an omnibus bill which covers many phases of social welfare in our 

country and which is destined to affect the lives of close unto 30 millions 

of our people. It is not an emergency measure to tide over a depression, but 

a ontinuing, long-range program for protecting our people against the major 

hazards involved in our industrial life and a6ainst thee anomic disabilities 

which come wit i unemployment and old ge . It 1 so aims to protect childhood 

by improving anQ extending cnild welfare and cnild hPalth a6encies t roughout 

the colli1try . It will relieve, tnrough mothers• pensions , the burdens of 

mothers wno have de1)endent Cti:i.ldren. It will improve our heal th ins ti tut ions 

m· d will give added l'rotection to the permanently blind, It will assist in 

the rehabilita tion of the crippled ~nd disabled. 

Behind all t1 e provisions of this Social Sccuri ties A t is the 

desire to mitigate , as far as possible, human suffering, to 6ive the children 

of our land a better c ance to live and to b happy, the dis · bl d and the 

handicu )ped better care, the workingman an added measure of security t1rough 

insurance, not relief, against periods of unem~loymcnt, and old folks in 

our country a prospect in their old age bet tcr thari tnat of the poor house 

and bitter dependency. 

uch, of course, was done in this country before the social Securities 

Act was passed, bot bv the States and by priv · te • ~encies. In some fields of 

social welfare, Am rica 1 d the world. In other fields Am rica lagged behind 



many of the great countries of ::Surope, particularly in the fields of old age 

security, heal ti1 and unemployment insurance, 

There are today on the statute books of 35 States, old age pension 

laws but ne ;:;,rly all of them are inadequate . In all but three States, mothers 

may receive pensions . In some 27 States there a re pensions for the blind. 

Before 1935, only one Sta te in the Union had any unemployment insurance laws . 

This year, in anticipation of Federal legisla tion, five other States have 

passed unemployment insurance laws, 

The purpose of the Federal Social Securiti Ps Act is to stimulate 

social welfare effort and agencies throughout the country by supplementing 

State appropriations with Federal aid. Federal agencies have been granted 

large appropriations to carry on their work , and States h1.i. ve been offered 

large annual a:ppropria tions to bring up their services to a desired leveL 

The tax provisions are such tha t Sta tes will be induced to a dopt unemployment 

insurance l aws , The promise of grants by the Federal Government for old age 

pensions will induce the St,,1,tes whicn as ye t i'ia ve i10 such laws to adopt them. 

Briefly, t h is Act sets a side some $50,000,000 annually to be expended 

by the Government directly, or indirectly througi1. tho States , for mothers 1 

pensions , for the crippled .:1nd the blind, for child welfare and public health 

work. The ::·eder.:11 Gov ernment will match the contributions of the States, in 

some instances, dollar for doll ar. 

The major features of the Act concern unemployment benefits and 

old age pensions and annuities . This Act provides tha t beginning with next 

year, 1936, there shall be a Federal tax on t 11e payroll of the nation equal 

to 1% in 1936, 2% in 1937, 3% in 1938 and thereafter. This tax shall go into 

an unemployment reserve fund wb.ich will be used for the ca re of workers who , 
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against their will, a re forced into idleness. Should a Sta te a dopt an 

unemployment insurance la~, it will receive a reba te up to 901}, of the t ax 

paid in by the State . In other ·1ords, throug:i. the enactm nt of this Bill, 

Sta tes \rill find it to their Li.dv ntage to adop t unemployment insurance me.:.i.surcs, 

subject to the minimum requirements established by tne Federal law. A worker, 

J ~ leaving his job, will then be entitled to receive a weekly benefit e ual to 

an amount and for a period provided for by the unemployment insurance law of 

his State. 

In Ohio, where we k~ve beez workin_ for an unemployment insuruncc 

l aw for nearly five y a rs, the so-called Ohio Commission Bill. which will again 

be introduced in the Legislature this coming montn, c.::i.11s for a weekly m1employ­

ment insur· 1ce benefit equal to one-half of the 'deeklJ w'-'-gc of t1 e v10rker but 

not to exceed $15 for a period of 16 weeks followi;ig '-i waiting p eriod of three 

weeks. 

Unemploy:-1cnt insurance, of course, iill not 6 i vc t e --ir.1eric.:.u1 working 

man complete .f:J rotection out it will give him a 1,, rge measure of protection. 

When he loses his job, 1e will not a t once be forced to ask for charity or a 

government.:il dole or see his m agre savings consumed in involuntary idleness. 

The amoUllt of r.10ney ,;;hie: ·1:ill au tomatic.:illy be poured into the trade channels 

of a commUlli ty by tt1e unem ,loyed who will receive a nd spend t.tieir unemployment 

benefits will put o. l ... rge su1n of money into circulc'. tion during ~n industrial 

depression. This wi l l keep t he line of the depression from sagging too low. 

It will maintain t e buyin6 power of the na tion. 

In the Soci· 1 Securities Act there ~~c two provisions for old age . 

First, the re is n measure for impoverished, dependent old people. Tne Federal 

Government will pay to every Ste. te wnich has an old ,· ge pension lL-W a sum eq 1 

to one-half of what the Stu te pays in pensions b t 1ot to exceed $15 ~r month 
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per beneficiary. If a State has an old age pension which gives the pensioner 

$30 L!. month, the Federal Government will add to this amount $15 ,._ month so 

tha t tie man or wom:.·.n will receive $45. If the Sto.te pays a smc!.ll8r pen~ion, 

the Gover11r.1en t 1 s share will be one-half of the amount paid by t he 0tat e . The 

universul ge limit, by 1940, will be 65 Y°'·.irs. 

L asmuch ,'J.S the aver age pens ion in St ,J. t es whicl al r ei..i.dy have pe1 sion 

laws D.mounts to less than $~0 a mm th, this Sociu.l Securiti • s Ac t immediately 

r c ises the be1 efit for eve ry pPrs o. :t t l eas t 5C~b, raisiag it to t30 . The r e 

is t e prospect t · t the St:1tes, v ishin6 to get t he mc..x imurn Federal appro­

priation, ·,ill ·1 cre.:se their own allotment s . 

The second of thPse old ·ge enactmeits is ai annuity - a r e tirement 

wnge . .r,.y \lo r ker mt"1.~' retire fro□ work a t the •• -::~ of 65 a1 d v, ill receive from 

-! 1f' Gove rn . ent an annuity based on a perce t ag of his ·,age [· ... d on the numb er 

of years he nas been workiJ0 followi11g t he as age of this l~w. The perceatage 

is or e-no.lf of 1% 01 a 1y .:...nou..:.1 t not to exceed nn ai nual i,· cot 1 of $3,000. Thus, 

for example, if a mm1 hc:~s worked 25 years, bJ tr e time h is 5 years of age , 

nnd if his 1 come n ·"s b .en $1200 n y eo.r, tie will be entit led to $53 . 75. If 

his wages u.r e high r, 1 i s nnnui ty will be higher . Howev6r, tr,.e max imum 

receivable is $85 per morith. 

This is ·11 aanuity for 1hich the worker pr ys . If the worker dies 

b fore ne reaches t ne r e tir ement nge , his esk1.te receives 3-~1, of tne tota l 

wagE.s eurned by the worker f r om the time the uc t v:e t in to effect - in 1936. 

These ai auities will be mo.de possi le by 3. t a x o 1 th nL!. tional 

p ayroll. It will b paid bJ tile employee L~ld. t he empl oyer, 1% beginning in 

1937 • d increased t1, every thirl. year until 1938 when the tax will be 3% for 

the employe d 3% fort~ e□ployer . Th r euft er it will r ma in a t 3%. 

Th • dvantage of this law is th:.- t it cor.1bi: s u retirement plan with 
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a sound principle of aru1uity. It is devised to retire people when they r a ch 

an age ~hen modern industry, by and large, no longer employs them. But it 

retires tnem 1ith dignity and ,ith protection. At the s~~e time it is~ 

t:.nnuity, actuarily sound, justified by sound principles of insurance, an n1nui ty 

·., ... ich the vrnrker has earned by :pnying in premiums durL1g his productive yeurs. 

This pl· n, u:il ike the Towi send Flan, is not i:1tended to solve t he probler.1 of 

economic depress ions. It is purely an insur.:., ·1ce pl:-i.n aiming to stimulate 

savings on tne part of the worker during his p roductive years in order to pro­

t ec t nim during his noii-prod ctive years. 

This measure is a ot~ble a dvance in c~ring for our nged but it in­

volves a tremendous outluy of money ai d very heavy t axati ori . The old-age 

a1u1uity measure will, L 1948, involve a tax of 6<1/, m1 the payroll of the nation, 

thus addilg 6% to t le production cost of industry. rnen you add to this 1other 

370 for unemployment i1 sur~. 1ce, :rou ca undercta d t ho.t t nis Act impose s a very 

heavy burden. on our econoL ic s true tu.re. Tnese t ..... xes will amour t to ab out 

$3,000, 000 ,000 annu·1lly - ;_ larger o.mou1t t1 ~n t ~1e United States Treasury 

normally r eceives i a ·• ive . .1. y ear. 

It is iot y • t cle;-1.r noH eve.· t· se □Pi.!.sures, which conter:1pln t e af t er 

all , cii1imur.1 benefits :for old age , will operate or how r.mcn of~ strain they 

will put 01 our e cono1.1ic structure. T ey • ave not yet b een tried. Their suc­

cess • yet to be deuonstrnted. Of cours e , they do not reprAsent al l of our 

harts' desires. The be efits to b e paid ar undeniably small. It is noped, 

tha t after these laws s a 11 • ve b ei.1 test ed over u p riod of y .::i.rs, and 

found practicable "nd f as ible, the oenef its to be paid will be steadily 

i 1cre,.sed s t finances of the ~1.:. tion will v,arrant. But it is part of 

economic s, 1i ty 0.1 d pol it ic~l wi sdo;:-i to r.1ove c:.refully. Counsels of perfect ion, 

while theoretic~ ly r:iost coge1 t ·tnd ppenling, .:..lnost in vitrbly 1 a d to disas t r. 

All tne dictators ips, whicn hn.v brought such . conomic .. isfortune upon th ir 
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peoples, cnme into power because people were persuaded not to be satisfied with 

tha t w 1ich ~ ... s feasible and practica l but to reach out after short-cuts to 

Kingdon Co!i"le. Th re ,. re i10 short- cuts to Kingdon CoraeJ ... 

I a::-. satisfied that t he na tion h:,_s outlined a cor.ipre ens iv e ~ d 

courageous progrDD for hur.nn betternent in its Security Act of 1935. It n~rks 

the first definite step forwn.rd, even if it is ~. ot o.l together adequate . It is 

:iot the last or b est Vlord on the subject, but u11til experie1 ce, gained from its 

operation over n period of yea rs, sh:-111 have t ,1u6 h t us greater wisdor.1, it 

should be perr.ii tted to oper a te. It should not .1m· be t u:Jper e d v:i th by a..iy 

agit ,..tioa th.:-:. t r.1ay destroy not m.1ly this program but the very econoDic syster.1 

of ·.;hich this prograr:t is :1. part . .And th.: t is why I a:.1 opposed to the Townsend 

Plan. 

WhD.t is the Tow .. send Flan It is quite sir1f)le . It air.1s to take care 

of old people L~ld a t the snr.1e ti□e to solve the proble.i:1 of tn - econo□ic d pressi01 . 

Both of these tni~gs l.re to be achieved thr Qu.gh the sinple device of 6 iving every 

citizen in the Fnittcd St:.tes wio r eaches the ,.ge of 60, exclusive of crir.inals 

or iI1J-:1D.t s of a,sylur.1s, cl su::1 ~10t to exceed $200 per ::ionth. If he has a wife, 

she, too, is to r ece ive a sun not to exceed $200 p er r.101 th. nile the 

dcGroarty Bill which i:- :boaic:s the Tow~1s e11d Fl:1.n speaks of a. sur:1 of 11 1 ot to 

exceed $20011 , for purposes of p ropagc"'..l da and il th~ ::1inds of the average 

devotee of the Flan, the sun of $200 is const,:.ntly pr .sent . The only condition 

is that the :-:10ney r:rust be sper.t within tne r.1onth whe.1. it is rece iv d and 1ithin 

the co:1fines a d juriGdictioa of the Ul i t ed St. tes . 

Where is the r:ior ey c or:dr 6 fror.1? It is es tir.1ated ti:1a t there ·1:ce in 

the United st.:~tes 10,000,000 peopl who woul u fc..11 into the cate6ory of be:. e­

ficiari e s under the plan. 8,000,000 of the 10,000,000 would avail the.:-.1selves 

of the offer G.nci r e tire fruiJ work if they n.r e jJ,ow e□ployed and receive $200 
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a r:1onth. The Gov ernr.1ent w'Juld b e called upon to appropriate $2,000,000.000 

i::. order to nake the first peasion payuent. Thereafter, the r1oney would cone 

out of n, revolving fu11d to be levied by putting a tux of 4% on every business 

trnnsc:::,ction in tht United States. This is not a tax on retail sales alone, 

but on eac:0. and every separate 0usiness transaction. It is esti,.n ted tna t 

this tax would realize close o:a to 20 thousand r.1illions of dolla rs annually 

which would be the anoU;1t r equired t0 oper:.1.te this p l an . $20,000,000,000 is 

a large sur..1 of raoney l $20,000,000,000 represe:1ts exnctly three tines the 

a::10U11t of all the dividends and in.teres t pay:.1e:1 ts ia the United States in 

1929. It is about equal to all the savings deposits in all the banks in the 

United Sta t es. $20,000,000,000 is ab out three tiue s the anount of n ll the 

Federal, St<'- t e i..:.nd ivil.li ic ipal t .:.1xes received y t:.'arly. 

It is hoped tk.1. t by 6 iving $20,000,000,000 to eight aillion people 

who will b e forced t o spend it, noney would be put int•) circulcltion , business 

would bO ·)L'.l, the ru e!1ployed r:'Juld find jobs , both n.s a consequence of this 

inprove .. 1e~. t in busi11ess c , ... ;::i.d bec~mse nill io:ns of people, ov r sixty, w110 n.re 

now er.1ployed W)Ulcl n.1ke rooo for those w"1der sixty now unei:1ployed. Prosperity 

would cone bc.ci.: , ai:d all our worries would be over for ever anQ aye. 

The pla:.i is so si1.1ple tnclt it not only take s av,ay your breatil but 

also your r c>as on ... Wha t nakt- s it i r:1possible to discuss this plan objectively 

an<l calmly is the f ct thnt it is tied up enotionc-. lly with the care of the 

aged . When you criticize t:O.is plan, y0u a re in d.an6er of being branded us n 

plutocra tic foe of poor old folics or £. t best D. r.1~n cruelly indifferent to 

them. Here is Dr. Townsend wno hns t'..l nice pla1 to give every :;:ian over sixty 

$200 a r.1onth and you, heartless nan, say •No 1 • I venture to s;:.iy thn. t following 

cy lecture this r.1oruing I shcll receive a flood of l t; tters which will charge 

me with every criue L.1 the calendr_r . This plan has unfortunately r a ched a 
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stn.ge of fev6rish propn.gai du . Whut with the orbanization of t housands of 

Townsend Clubs, or6anizers, r.1eetings, petitions and political pressure, the 

novc~ent is tcl<:ing on the character ~fa Messianic stanpede which nukes it 

difficult for .lcllly people t o discuss it objectively. 

The T0WiJ.send Plan is really a r.1erger of two plans , If the two plans 

were separated it would be easier to discuss each plan objectively. One plan 

is to tDke care of old people. The other is to solve the depression. The 

two are not a t al l essentially reln.t ed, and h~d there b een no depression, such 

a plan would never have beea seriously discussed. F or it is clertr th.:.... t a plan 

which proposes t,J give 8 or 10 r.1illio:n people who. are not ther:iselves producers 

a sur.1 of rJ Oj_ ey nonthly which is twice as :.1Uch a s the average producer receives 

in wages - ninety percent of the workers of the nn.tion, (.:n ny of whor.1 having 

fnnilies to support) receive less than a hui dred dolla rs a :.1onth in wages -

is not 01 ly fantastic but lli1just. Even in prosp · rous tir.1e s the average earnili.gs 

of an Auerican worker vms fro~_1 twelve t :) fourte en hundred dollars ;--. year . i~ost 

of the.:i. h:-~ve the r e sponsibility ')f rearing a f or.iily and e duca ting children on 

tha t inco□e. If i ·1 norual ti;:1es any-:Jne had sug6 ested thn. t these w"Jrkers, 

who are thense lves stru~6lin6 to r.1Dke e:1ds :-.1ee t, should be t axe d an ar:1ow1t 

equal to sor:ie twenty 1D fifty percent of the t-Jtal national inco□e in order to 

enable a class of no:n-producers, sixty y e,~rs and over, representing l e ss than 

11L1e percent of the popuL1ti rm, to live oa a scale a t lea st twice a s high a s 

the ir ow~:.:., it would hc1.ve b e-en l aughed out 0f court. But we a re not in norraal 

tir.ies, We are in the nidst of n. dep ressio11, During the depression the idea 

has b een widely popularized that if y~u can but put a large aoount of ~.:10ney in 

circul a tion, the wheels of industry would start novin6 a 6ain and prosperity 

would r e turn. It is this idea which is being exploited by the Townsend Plan 

to the utoost. It is this v,liich n:.s given it such wide currency nnd appeal . 
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You nay recall th~t every ninority group, which co□es to Congress for grants 

and un.nd-0uts has capitalized this n.rgu;.ent: "If y0u will only give us r:i::>n y, 

we will 1elp busL ess by puttin5 the r:ioney i:ito circul: .. ti'.)n. 11 

If v, c we r e t ·1 nssur:i.e for n r:1onen t tna t the wv.y to brin6 <.!.Ck prosperity 

is t j tax 012 uart of tne popula tion in order to give r.'.)ney t :> ano ther part t o 

spend, I could nnke )Ut ,'. ;:mch stron.;er CL,se for 6 ivi:.1g this :.1oney t '.:l ;,.-.:'ung 

narried people who have f3.r greu ter oblig..l.ti0ns , .~1d. r espr.nsibili ti cs t ') r.1ee t 

in that they have hont-s to build and f~riil i es t0 re c'.r, supJYJ rt natl educate. 

But where is this $20,00~ 1 000,000 c oo i ~ fron? Who is 60in6 to be 

taxed tJ pn.y it? By taxL1g inc0i:1e s or thr )U£!1 inherit,tnce t v.x s? Jo! So 

r:IUch suns of r:10ney c 1uld n0t b e rn.ist;d thr Jugh the se cha.nnels. It is t') be 

through an extended a:id universal sales tax which v1ill fc..l.l with the greatest 

v,e ight upon tne workers ;,nd upon the r Litively p-JJr [i..":lon6 '.)Ur people . It is 

not a 2% t a x, r1y friends, a t e adv'.)c n. tes cJn nd. It is :-~ fifte en 0r t\1enty 

p rcent tax, f0r it is a tax )ll eve ry sta6 e of pr ) uction ~~d di:tributi~n and 

n0t on the fin,.1,l c0nsuner 1 s st:.le oaly . The rich nre sp.:-.red in the Tmmsend 

Pl c'."'..n. The burden is placed up0:i triose 1 , .. st ·1ble to pay . This t:1.x o pr0ducti0n, 

its financinG, its distri vutio1 u d its ulti:.:t'l.te C'.)nsunpti .,n \'ltiich the YF)rke r 

will nave t ·) ·oay v ill force tn pr ice of c0r."t:.1odi ti e s up t •) a poi 1t which r o 

·:me has '- s yet e st 2.bli::;hed ··1r can establis11. 

~ t provisi rJn is ~de in the plan t ') see tn1.t wages will b c0rres-

pondingly incre~sed? ]urtner□or ~ ' it is not cl8...i.r h •:iw this ~ t ax on 
I 

all business transactions will actu~ily r ~n.li2e the ~20,000 , 000 ,000 needed. 

Th figure nost ~ft 1 quoted is til t 'J f ti1 t ) t :tl busi11css transactions Jf 

1929 - 1200 billion d)llars - 21 1f v~nich W')uld be 24 billion dollars . Thnt 

would be ad.equate t1 cover old :i6 e pc:>nsions Ul er the J:owns~~d Plan. But it is 

,vident tru.. t this fie;ure nu•-:t include ba ruc tr: nsn.cti :n1s. Do the Townse:id Pl.:.u1 
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advocates sug5est thnt every check issued sl1:-~11 cost '21, L1 addition t ::i the tax 

on the sale itself? Ir.1,..'lgine who.t .'.ll1 effect that would have on the bank deposits 

and 'Ja the whole banking structure of the cr)untryJ A r.1an would have to pay a 

$2 tnx on every $100 check he issued, on top of the 2% tax which he paid on 

L .e salt -:if itself J 

.A sound econor.1ist es ti;--1ated th::. t tne total business tr.::tnsactions, 

exclusive af bu.nk transactions, during an aver.:.t6c depression year, such as 

1933, would hardly be 0ver $250,000,000,000. If y·)u • ssuoe tht'. t in a pre>sperous 

year, the an •)un t w ()Ul d be \. 500, 000 , 000, 000, 2;~ of $ 500, 000 , 000, 000 is 

$10,000,000,000 not $20,000,000,000. The c11.1rJUilt ::1v~ilable W()uld be ;$100 a 

□onth p er person, not $200. 

nut w )Uld there really be even $100 a r.10nth? Would the scher;ie bring 

bac prosperity? And, for how lon5? Does tc:DCin5 one secti0n ·:)f the pe1ple 

t0 provi-i.e v1en.l th for another ·oring pr')speri ty? The Towns cad Plan is not an 

inflationist nea sure . It do--:-s not co 1tenplate r.1nkin6 '.)r ,·.tanufacturine; □oney . 

Except for the first $2 ,000 , 000 , 000 1 the rest of the noney is t •J cone out of 

taxes c:acl ye ;3,r . Do y'Ju stir.1ulate business 1.,hen you tax one l o.rge a nd needy 

section t1 provide c J1:1f0rts f )r ru10ther sr.nller and 1 ss n • edy section? 

It has been oaiatained thnt under the Townsend Flan so□e four or 

five r.1illion jobs W'JUld be )pen for thuse not now e□ployed . Th8te are ,"'.J_1ong 

the ten r:iilliJn pe.:>ple over 50 years, sone f -iur r.1illion wh0 are now e□ployed. 

These people w1uld give up their jobs nnd. f1ur to five r.1illion y0unger people, 

not now ~:.1ployed , would tclce their pla ces, Justh::>w ·will that help to rest •;re 

pr1speri ty? How can y-:,u incre;~se the weal th 'Jf a country by sub st i tu tin6 

one 6r oup of une□pl )yed f0r cU1f',>ther? Y -')U ,•,ill be si:.1ply L1creasin6 the size 

of the dole te> the Ui1c>Dployed who will now uelong to the •Jlder Townsend age 

6r Jup and will receive .~200 a □'1nth, in place of the r.ru.ch snaller c1r.1'.'Junt of 

relief which the you.n.:;er uae□ployed are receivin,:;: today. 
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You do not produce wealth by enforced idleness ar.10116 peoplt of 

twenty 0r anong people )f sixty. Weal th is n'!lt produce d by nJn-producersJ 

Weal th is pr')duced by those who vnrk. Curta ilin6 work, curtailing p raduction, 

curtc.ili:15 consu.-:1pti,Jn is ir:tpoverishing a country, not earichine; it. The 

Townsend Flan will not create new wealth but will only transfer t he purchasing 

powe r fr )r..1 a large class which needs it badly t o a nuch snal l er class whose 

needs are a0t as great. 

The danger of the pl nn is thc1. t it ls s J very appe.:,.l inc because of its 

6 ene rous pronises t o the elderly peaple of •)ur popuL~ti on which, by the way, 

are increasing steadily a s t he years g1 on, tha nks t o the a dvances of nedical 

science n.nd 6ener a l health conditi ons in 0ur country. The elderly people s ee 

in this p l an nothin6 but the prospect of confort in the ir old age to which 

they believe thenselves entitled. They do not r eal i z~ tha t while they nay, 

for a tir.1e , have ;:nr e than they ever ha d, the .;r e:.'. t mn.sse s 0f the people will 

have f , .. r less. I say, '.)nly f0r a tin e. Bec:...:.use the plan, if put intQ 

·.)p Er a ti Jn , Hill orin:~ .:1b0ut a colossal ec •)Il ')rJic upheaval whicn will result in 

desperate inflation ru a. wh ich wi ll nake t ne $200 p r ,'.)□ised t o t ne old people 

worth less t han 200 µem i es . In Ger;:i<'.:!ny, in the pos t war er a , they s old pasta5e 

stnnps f or five i undred 1~illion nar k s ~ piece J ...• 

No one ques ti )ns the sincerit.)' and ideuliso of Dr. Townsend and of 

nany of h is f ollowers. But the ald folks wh:> a r e bein6 b eguiled by the 

nillennial glonor of this p l ai1 a re sir:iply p repa rinJ thenselve s for disillusion­

nent and heartaches. 

CotrJon sei1se a s well a s s oc i a l visi Jn d ictate s th~t our energ i e s should 

be applied in the cor.iing yea rs t o the puttinb: into successful op er a tion of the 

Federal Socia l Security Act. This □easure should be anended a:i.1d r:iade □ ,.)re 

6enerous as futur e exp erienee '-nd the econor.iic prosress of ·Jur country will 

dictate. 




