How to reduce the poverty

According to David Schoumacher, correspondent from Economics, there have always been people left put of the American dream, the young, the old, the ill, the untrained. Today we take for granted that the government has a role to play in reducing poverty, and we argue only about how and how much. But what happened when the elderly faced the Great Depression? The Great Depression cut too deep for business as usual. The Depression demanded new answers to poverty. No group suffered more than the elderly. Savings accounts were wiped out. Pensions were rare, family resources gone. The needs of the elderly have always carried a special urgency. Not everyone will become unemployed or disable. We will all get old. How could Depression America protect its citizens from the hazards of old age? Americans looked to their president. FDR’s first 100 days were a whirlwind of industrial reorganization. But for those too old to swing a pick, the depression continued full force. Extreme trouble made people ready to listen to extreme solutions. 

Detroit priest Charles Coughlin preached a gospel of anti-semitism and easy money to millions of radio listeners. Louisiana Governor, later senator, Huey Long, wanted to soak the rich and give pensions to the elderly and every family a house, a car, a radio, and $5000 a year. A California doctor, Francis Townsend, wanted the Government to give everyone over 60 $200 a month. The Townsend, Long, and Coughlin schemes were wildly impractical. Astronomical taxes would have been needed. But FDR’s plan, social security, would pay for itself. Employers and employees would contribute to a pension fund. Social security would be a national insurance policy for future generations of senior citizens, payable upon retirement. Even FDR’s relatively modest social security, monthly benefits started at just $10, met powerful opposition. Senator Huey Long thought the benefits were too low, that employees should not have to contribute. Republican presidential candidate Alf Landon blasted social security as the biggest tax increase in history. FDR put all his prestige and popularity behind the social security bill. FDR was riding a crest of desperation and hope. Social security rolled through Congress to the White House. Why insurance plan? Why not a tax and paid benefits to the needy? 


As Schoumacher stated, social security has played a crucial part in guaranteeing a secure and dignified retirement for millions of older Americans. Being old is no longer synonymous with being poor.


According to economics analyst Richard Gill, our social security program is a bit like God, country, and Yale. You have to be all of them. Well, perhaps not Yale. The reason we are for social security is that it has achieved its central purpose, providing for the elderly. Poverty among our senior citizens has been substantially reduced in the present day. The reason social security seems mysterious is really twofold. First, the system does not work in the way we were taught to believe; the idea seemed to be that an average citizen, Peter, deposits his and his employer’s payroll tax in a fund which keeps growing over the years. At retirement, Peter lives on these accumulated funds. The way it works is that young Peter pays into a fund which is used to pay elderly Paul. The notion of a huge accumulating trust is largely a myth. The program is a classic case of what economists call a transfer program. The younger generation is transferring income to the older generation. The next group of young people will treat them the same way. The second mysterious thing is that its founders would have found it mysterious, is how the social security system got so huge. We get better medical care now. We live longer. We are retiring earlier. Before too long, there will be more of us to retire. To generalize, social security is a successful system. It is much bigger than was ever foreseen. It is different from what it appears to be. Similar to all transfer plans, it entails definite conflicts to everyone. 
