Bush plan neither social nor secure

WHEN PRESIDENT Franklin
D. Roosevelt was asked in 1935
to defend his payroll contribu-
tions to Social Security, he said
that he wanted ““to give the
contributors a legal, moral, and
political right to collect their’
pensions and benefits.” “With
those taxes in there,” he tartly
emphasized, “no damn politic-
jan can ever scrap my social
security program.”

Seventy years later, President
George W: Bush is making a

destructive effort todo just that.

Insisting that the Social Securi-
ty system is in danger of bank-
ruptcy and that the only way to
avoid the crisis is privatization,
Mr. Bush is attempting to dis-
mantle the centerpiece of Roo-
sevelt’s New Deal policies.
Social Security isthe old-age
insurance system that was cre-
ated in 1935 in response to the
widespread suffering caused by
the Great Depression. Funding
for the pensions of those who

 reached the agee of 65 was to be
© raised entirely through taxes on
'employers and employees, not
‘tq be subsidized by general
public revenues asin other
countries. The size of individual
pensions would reflect the
amount of the worker’s contri- -
butions. Thus, the higher one’s
earnings, the higher on€’s pen-
sion.

Amendments enacted be-
tween 1939 and 1972 greatly
broadened coverage, substan-
tially increased the real value of
benefits, and indexed them
against future inflation. In so
doing, Social Security has
served to limit rather than exa-
cerbate social inequality in the
United States. Yet Mr. Bush still
seeks to eliminate the system’
entirely and is taking his case to
the nation’s most powerful busi-
ness lobbies in order to achieve
that goal.

Last week, as akey House
panel opened its first major
review of the Social Security
system in 20 years, the presi-

COMMENTARY

WILLIAM C.KASHATUS

dent addressed the National
Association of Realtors, the
largest political action commit-
tee measured by direct contribu-
tions to federal candidates.”

Asking for their support to
“fix the crisis,” Mr. Bush repeat-
ed his dismal forecast about the
future of the system. By 2018, he
argued, the system will begin to
pay out more in benefits thanit
receives in taxes and will thus
be forced to draw on the surplus
in the Social Security Trust
Fund. By 2052, he went on to
say, the Trust Fund will be ex-
hausted and only 70 percent of
benefits will be funded by pay-
roll tax revenues. Another 30
percent will have tobe cut or
funded by other sources.

In fact, the trustees of the -
Social Security system offer a
more optimistic assessment.
They claim that economic
growth in the United States will
average 1.8 percent throughout
the period 2015 to 2080, which
is about half the rate of growth
over the last century. Increase
the rate of growth slightly t0 2.5
percent, which is entirely pos-
sible, and there is no “crisis” in
Social Security.

Since President Bush recently
acknowledged that his priv-
atization plan would not help
‘the shortfall in revenue, he now
stresses that it would “introduce
greater fairness” into the system
by protecting the elderly and
the poor.

It’s difficult to imagine how
the current system is “unfair” to
those groups. Today, nearly 48
million people — 33 million
retirees and their dependents, 7
million survivors (mostly spous-
es), and 8 million disabled peo-
ple — receive Social Security
benefits. The benefits are the
only source of income for 20
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percent of the eldestly and for 38
percent of the Afri«can American
and Hispanic eldexly.

Together with Medicare,
which pays the maajority of med-
ical bills for the elederly, Social
Security is largely responsible
for limiting the pc»verty rate
among today’s eld erly to just 10
percent. Without ®he benefits,
the rate would be as high as 50
percent.

President Bush contends,
however, that the federal gov-
ernment should mo longer bear
that responsibilits7. He insists
that private retiresmnent accounts
would increase n=ational savings
and, in turn, boosst investment
and economic growth. Private
accounts would aa1so pay a high-
er rate of return £han the Social
Security Trust Fuand, which is
invested in Treasury notes.

In fact, a significant percent-
age of the payrol 1 tax would be
diverted to creating private
accounts. As a ressult, the federal
government wotald have to
borrow the money necessary to
keep mmaking berefit payments.
The borrowing wwould be done
by selling goverrament bonds.
Mr. Bush'’s plan amarks a sharp
departure from the New Deal,
which sought to preserve the
traditional Amewrican emphasis
on individualis and volun-
tarism by funditag pensions
entirely througha taxes on em-
ployers and employees.

Instead, priva tization only
enhances the prresident’s “own-
ership society” ~where tax cuts
are extended to the wealthiest
Americans and corporaticns and
where programs that help peo-
ple survive and ensure national
progress are cut rather than
strengthened. ‘

Were he alive today, FDR
would be wise to ploys like
privatization. S o, too, should we
be.
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