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OLD-AGE PENSIONS

MONDAY, DECEMBER 1, 1941

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Wvaghington, D. V.
The committee met at 10: 30 a. m., pursuant to call, in room 310,

Senate Office Building, Senator Walter F. George (chairman)
presiding.
The CIrAIRMAN. The committee will come to order please.
Oil account of other committees and the death of one of the most

useful men in the country, Senator Alva Adams, it is difficult to have
a large attendance this morning, Mr. Downey. I presume that we
might begin the hearing anyway and as a basis of this hearing the
committee will have before it 8. 1932 by Senator Downey, a bill
to amend the Social Security Act to provide for general pensions,
and for other purposes.

During consideration of the 1941 Revenue Act an understand-
ing was reached that hearing would be had on the general subject
covered by this bill and related matter so that the committee might
be in position to act directly, or by way of considering amendments
to any revenue bill that might consequently come before the com-
mittee.

(S. 1932 is as follows:)

[S. 1932, 77th Cong., 1st sees.]

A BILL To amend the Social Security Act to provide for general pensions, and for other
purposes

le it enacted by the Senate and House of Representatives of the United
States of A4nerica in Congress a8senbled, That title I of the Social Security
Act, as amended, is amended to read as follows:

"TITLE: I---GRANTS TO STATES FOR GENERAL PENSIONS

"APPROPRIATION

"SECTION 1. (a) For the purpose of providing general pensions to citizens
of the United States who are sixty years of age or over, there is hereby
authorized to be appropriated for each fiscal year, beginning with the fiscal
year commencing July 1, 1942, such sums as may be necessary to carry out
such purpose in accordance with the provisions of this title. The sums made,,
available under this section shall be used for making payments to States
which have submitted, and had approved by the Social Security Board estab-
lished by title VII (hereinafter referred to as the Board), State plans to
administer such payments.

"(b) Any money appropriated pursuant to the authorization contained in this
section shall, insofar as practicable, be borrowed from the Federal Old-Age and
Survivors Insurance Trust Fund. Special obligations shall be issued to such
trust fund, in accordance with the provisions of section 201 (c), In an amount
equal to the amount so borrowed.
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"STATE PLANS FOR ADMINISTRATION

"SEc. 2. (a) A State plan for the administration of general pensions must (1)
either provide for the establishment or designation of a single State agency to
adninlster the plan, or provide for the establishment or designation of a single
State agency to supervise the administration of the plan; (2) provide for grant-
ing to any individual, whose claim for pension Is denied, an opportunity for a fair
hearing before such State agency; (3) provide such methods of administration
(including methods relating to the establishment and maintenance of personnel
standards on a merit basis, except that the Board shall exercise no authority with
respect to the selection, tenure of office, and compensation of any individual
employed in accordance with such methods) as are found by the Board to be
necessary for the proper and efficient operation of the plan; (4) provide that the
State agency will make such reports, in such form and containing such informa-
tion, as the Board may from time to time require, and comply with such provi-
sons as the Board may from time to time find necessary to assure the correctness
and verification of such reports; (5) provide safeguards which restrict the use
or disclosure of information concerning applicants and pensioners to purposes
directly connected with the administration of such pension; (t) beginning with
the period commencing July 1, 1942, provide for the payment of general pensions
of not less than $20 per month, and with the period commencing January 1, 1944,
provide for the payment of general pensions of not less than $30 per month, to
each United States citizen who has made application for such pension and who,
at the time of such payment, is a resident of such State, is sixty years of age or
older, and Is not an inmate of a public institution; (7) provide that ally such
citizen who for any nonth receives a Federal Old-Age and Survivors Insurance
Bencfl' Payment under title II of the Social Security Act or an annuity under
the Railroad Retirement Act of 1935 or 193T shall not be entitled to receive such
pension for such month; and (8) provide that if any such citizen or his or her
spouse, if such citizen Is dependent upon and supported by said spouse, during any
month engages In any occupation, trade, business, profession, or other activity
from which a profit, wage, compensation, or other remuneration is realized or
expected (other than the performance of services in a private home for room
and board and other than the collection of interest, rents, or other revenues from
his or her own investments), such citizen shall not be entitled to receive such
pension for such month.

"(b) The Board shall approve any plan which fulfills the conditions specified
in subsection (a).

"PAYMENTS TO STATES

"SFc. 3. (a) From the sums appropriated therefor, the Secretary of the
Treasury shall pay to each State which has nit approved plan for the adminis-
tration of general pensions, for each quarter, beginning with the quarter com-
mencing July 1, 1942, (1) an amount, which shall he used exclusively to pay
general pensions, equal to the product of $20 multiplied by the total number of
pensions paid during such quarter, and (2) an amount equal to one-half of the
total of the sums expended (luring such quarter as found necessary by the
Board for the proper and efficient administration of the State plan, which
amount shall be used for paying the costs of administering the State plan or for
general pensions, or both, and for no other purpose: Provided, That for each
quarter beginning with the quarter commencing January 1, 1944, the amount
provided for in clause (1) shall be increased to an amount equal to the product
of $30 multiplied by the total number of pensions paid during such quarter.

"(b) The method of computing and paying such amounts shall lie as follows:
"(1) The Board shall, prior to the beginning of each quarter, estimate

the amount to be paid to the State for such quarter under the provisions of
subsection (a), such estimate to be based on (A) a report filed by the State
containing Its estimate of the total sum to be expended in such quarter in
accordance with the provisions of such subsection, (B) records showing the
number of United States citizens in the State who are sixty years of ago
or older, and (C) such other Investigation as the Board may find necessary.

"(2) The Boerd shall then certify to the Secretary of the Treasury the
amount so estimated by the Board, reduced or increased, as the case may
be, by any sum by which it finds that its estimate for any prior quarter
was greater or less than the amount which should have been paid to the
State under subsection (a) for such quarter, or by any sum by which it finds
that Its estimate for any quarter prior to July 1, 1942, was greater or less
than the amount which should have been paid to the State for such quarter
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under tile provision of law in effect prior to such date, except to the extent
that such sum has been applied to make the amount certified for any prior
quarter greater or less than the amount estimated by the Board for such
prior quarter.

"(8) The Secretary of the Treasury shall thereupon, through the Division
of Disbursement of the Treasury Department and prior to audit or settle-
ment by the General Accounting Office, pay to the State, at the time or times
fixed by the Board, the amount so certified.

"OPERATION OF STATE PLANS

"SEc. 4. In the case of any State plan for the administration of general pen-
sions which has been approved by the Board, if the Board, after reasonable
notice and opportunity for hearing to the State agency administering or super-
vising the administration of such plan, finds-

"(1) that the plan has been so changed as to include any requirement
not provided for in'section 2 (a) or

"(2) that in the administration of the plan there Is a failure to comply
substantially with any provision required by section 2 (a) to be included in
the plan;

the Board shall notify such State agency that further payments will not be made
to the State until the Board is satisfied that such additional requirement Is
no longer so Imposed, and that there is no longer any such failure to comply.
Until it Is so satisfied it shall make no further certification to the Secretary of
the Treasury with respect to such State."

SEe. 2. (a) Subsections (a), (b) (1), (d) (1), and (f) (1) of section 202
of such Act are amended by striking out "sixty-five" and inserting in lieu thereof
"sixty."

(b) Section 202 (in) (1) of such Act is amended by striking out "one-half of"
wherever it appears therein.

(c) Section 202 (b) (2) of such Act is amended by striking out the words
"one-half of a prhmai'y insurance benefit of her husband" and inserting in lieu
thereof "a primary insurance benefit of her husband."

(d) Section 202 (d) (1) Is amended by striking out "three-fourths of" wherever
it appears therein.

(e) Section 202 (d) (2) of such Act is amended by striking out the words
"three-fourths of a primary insurance benefit of her deceased husband" and in-
serting in lieu thereof "a primary insurance benefit of her deceased husband."

(f) Section 202 (f) (2) of such Act is amended by adding after the words
"one-half of a primary Insurance benefit of such deceased individual" the words
"or $30. whichever is greater."

SEc. 3. (a) Subsection (a) of section 203 of such Act is amended by striking
out "$20" wherever It appears therein and inserting in lieu thereof "$60."
(b) Subqection (b) of such section is hereby repealed.
SFc. 4. The last sentence of section 209 (e) (2) is amended to read as follows:

"Where the primary insurance benefit thus computed is less than $30. such benefit
shall be $30."

Sc. 5. Subsection (g) of section 209 of such Act is amended by striking out
"sixty-five" and Inserting in lieu thereof "sixty."

SEe. 6. (a) Subsections (i) and (k) of section 209 of such Act are amended
by striking out "sixty" wherever it appears herein and Inserting in lieu thereof
"fifty-five."

(b) The amendments made by this section shall not be applicable to a wife
or child who became entitled to an insurance benefit prior to tile effective date
of this section.

SFo. 7. The last sentence of section 209 (g) of such Act is amended to read
as follows: "In any case where an individual has received in a calendar year
$200 or more in wages, each quarter of such year shall be deemed a quarter of
coverage, excepting any quarter In such year In which such Individual dies or
becomes entitled to a primary insurance benefit and any quarter succeeding such
quarter in which he died or became so entitled."

SEc. 8. Section 1400 of the Internal Revenue Code is amended to read as
follows:

"SEC. 1400. Rate of Tax.
"In addition to other taxes. there shall be levied, collected, and paid upon

the Income of every Individual a tax equal to the following percentages of the
wages (as defined In section 1426 (a)) received by him after December 31,
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1936, with respect to employment (as defined in section 1420 (b)) after Such
late:

"(1) With respect to wages received during the calendar years 1939, 1940,
1941, and 1942, the rate shall be 1 per centum.

"(2) With respect to wages received during the calendar year 1943, the
rate shall be 2 per centum.

"(3) With respect to wages received after December 31, 1943, the rate shall
be 3 per centum".

SEc. 9. Section 1410 of the Internal Revenue Code is amended to read as
follows:

"SEC. 1410. Rate of Tax.
"(a) In addition to olher taxes, every employer shall pay an excise tax,

with respect to having individuals in Is employ, equal to the following per-
centages of the wages (its defined in section 1426 (a)) paid by him after
December 31, 1036, with respect to employment (its defined in section 1426 (b))
after such date:

"(1) With respect to wages paid during the calendar years 1939, 1940, 1041,
and 1142, the rate shall be 1 per centum.

"(2) With respect to wages paid during the calendar year 1943, the rate shall
be 2 per centum.

"(3) With respect to wages paid after December 31, 1943, the rate shall be
8 per centum."

Sfc. 10. The amendments made by sections 2, 3, 4, 5, 6, and 7 shall be appli-
cable with respect to the individuals receiving Old-Age and Survivors Insurance
benefit payments on July 1, 1942, but shall not be construed to increase any
such benefit payments which became due prior to such date.

Stcc. 11. Sections 1 to 7, inclusive, shall take effect on July 1, 1942; and sections
8 and 9 shall take effect on January 1, 1942.

STATEMENT OF HON. SHERIDAN DOWNEY, UNITED STATES SENA-
TOR FROM THE STATE OF CALIFORNIA

The CHAIRMAN. Senator Downey, will you proceed with such state-
ment as you wish to make at this time?

Senator DOWNEY. Mr. Chairman, I am very grateful to have an
opportunity to appear before the Finance Committee to present the
report and the hearings of our subcommittee to investigate the old-
age pension system in support of the bill that is now pending before
this committee, as well as to make a very brief statement concerning
the data that have been introduced.

I, myself, Mr. Chairman, if you will permit me to say so, am very
much distressed by the death of Senator Adams. I had a very deep
affection for him. I had a very high admiration for his industry,
courage, and intelligence, and partly because of the news of the Sen-
ator's death I am shortening the statement. I would otherwise make.

I realize, Mr. Chairman, likewise, that in this time of tragic ten-
sion between the Government of this country and the governments
of countries, both on the Atlantic side and Pacific side of us, there
is a disposition to concentrate all our faculties on international issues,
however, I am only urging the Finance Committee to give the most
solemn and serious consideration to this issue of pensions.

Now, that might be a somewhat surprising statement to some of
the Senators here, and I want to impress upon the members of this
Finance Committee that from recent personal investigation I have
made in the State of California I am convinced that there are tens
of thousands of our citizens in that State either starving or on the
border line of starvation, and I am convinced that in the United
States, this empire of boundless farm wealth, we have hundreds of
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thousands of elderly people without savings, no longer able to work,
who lack sufficient food.

I have recently returned from California, where I personally
investigated many of these cases myself, and the conditions are so
tragic and horrible that I have no desire to lacerate the hearts of any
of the members of the coinmittee by a l)articular description. Since
I have been in the Senate, over a period of about 3 years, I have re-
ceived on an average of about 100 letters a day from elderly people
in this Nation telling of their condition, probably an aggregate of
100,000 people, largely from California, but representing every other
State in the Union. I have here in my possession just two recently
received, and, if the committee wants, they can be duplicated by the
thousands, reciting at first hand the conditions under which some of
our people are living.

This first letter I want to read to the committee concerns a man
approaching his sixtieth year-written by his wife. Up to a very
recent time we have been allowing to a couple such as this, under
our general relief laws, the sum of $30 a month, approximately.
Due to certain local conditions existing in California that relief
has been cut to $20; and I want to read to the members of this
committee a description of what it means for a husband and wife to
try to exist on $20 a month, and then to ask them to realize that we
now have 2,000,000 people in the United States above 65 years of age
who, upon a showing of extreme need-that is, that they have no other
means of support, are receiving an average pension of this same $20
a month, which is the average amount being paid to people over 65
years, under the old-age pension system and the old-age insurance
system.

The letter I first desire to insert in the record is dated at Los
Angeles, with an address, and was sent to me. It starts with a
reference to some of my own activities in connection with pensions,
and I ask the pardon of the committee for that, but most of those
letters addressed to me do have some personal reference to me, and
they are introduced not for that reason, but in spite of it.

DmrAR Sm: I read in the Los Angeles Examiner a publication by Mr. Joseph
T. Tinmons, In which lie states that you will sponsor an initiative measure for
the next November ballot for a $60 per month pension for persons 60 years
old or more not gainfully employed. I am glad to know that you are interested
in the aged. My husband, for one, would appreciate knowing that he can get
help. Ils name is Patrick Henry. He was injured on a Work Projects Admin-
Istration project In 1939; has not been able to work since.

Ile is eligible for the pension now, and would be very grateful for it.

Now, if I may depart from my letter; one thing that sadly impresses
me is the meek spirit in which these elderly people write these letters.
Seldom is there any abuse of social conditions; nothing but most polite
and considerate language used by these elderly people who are now
slowly decaying and starving in this Nation.

Returning now to the letter, Mr. Reporter:
He gets some help, but his check for the month of October was cut $9.27, and

we don't have food in the house. I am not able to go out to work, as there is
no one to care for him, and it is hard on me to have his check cut. He had to
carry the water hose on his right shoulder when at work, which paralyzed his
right side. Our President says that nobody should go hungry, but we are. Will
thank you kindly for a reply.

Respectfully,
BLANCHED PENNERY.
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And then:
Mr. DOWNEY: All they give us is $20.6S, and $9.27 was taken out of that, so

all I had left was $2.15 to buy food with after I paid my rent, which was $15,
and gas and light was $3.27, and all they sent me was $20 October 17; the check
was due on the 15th. So you see, Mr. Downey, what I had left out of $20: Rent,
$15; gas and light, $3.27; total, $18.27; only $2.15 to take care of my sick hus-
band with, so I thought I would write you, Mr. Downey, because I knew you
are over them at the relief office, and they have to do what you say. For I am
really in need. I have no food in the house for almost 3 weeks and no money
to buy food with. I thank you again, Senator Downey.

I know there is not a Senator here who could face the misery and
destitution of these poor elderly people without giving, them some
relief, and yet statistically and by actual investigation we know the
condition described in that letter is duplicated hundreds of thousands
of times in the United States, but we haven't been preparing to do
anything about it.

Here is another letter, and both of these letters, I think, were written
on Thanksgiving Pay. which was the reason I picked them out.
This is from a man vho is receiving the California pension. I judge
it is a case in which the pension was cut from the California amount
of $40 to $25 or $20, probably because of expected support from
children; that is my deduction. The letter will speak for itself. I
take it from this letter that the recipient was receiving about $25
a month.

My DEAR MR. DOWNEY: Just a few lines this Thanksgiving Day. Most every
one around here seems to be gone to dinner somewhere, all but poor me. I am
here all alone out of money, out of everything to eat again. I pay my house
rent, $15 a month, and water bill and gas bill and other little expenses. It
doesn't leave me enough to live on until the first of the next month.

I am 72 years old. My right leg has been broken twice and almost every rib
has been broken in a wreck. I am not able to work any. I make a loaf of bread
do me a week. A small sack of potatoes a month. The last of the month, the
last 2 weeks, I live on one meal a day. If I -want to go to town I have to walk
2 miles as I haven't got the 10 cents to pay the bus fare. I am out of money,
out of things to eat, and 10 more days to go.

This morning I thought someone maybe would bring me something to eat,
but haven't as yet, and it is 2 o'clock. I worked hard to help elect you and
Governor Olson. Now, will you give us old people a pension.

I am satisfied there are thousands of old people all over this United States
that need your help. In the Townsend plan. Give it a trial and see if it will
work.

Give this letter to the one where it will do the most good.

And then the name, signature, and address.
Mr. Chairman, if those letters were isolated cases that I could

relieve by a check from my own funds or which could be relieved by
a call from the relief authorities they would not be very important,
because they would be taken care of, but I have just received a report
here from the Social Security Board indicating that we have some-
thing over 2,000,000 people past 65 years of age in the same terrible
condition as these, and the average pension we are now paying those
2 ,000,000 people, who have no other means of support, is $20 a month
and, Mr. Chairman, I would like to emphasize that that is the aver-
age. Fifty percent of them are getting less than that $20 a month.

Senator VANDENBERG. What is the e eral share?
Senator DowNEY. Half, but let me say the payment under old-age

subsistence and insurance are almost, identically the same in both
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maximum and minimum amounts. Of course, in California, the origin
of these letters, we are paying the maximum paid in the United
States. We are taking full advantage of the Federal offer, matching
the State up to $40 a month. One of these letters comes from a man
60 years who cannot qualify under the present law and who is relegated
to our brutal relief system for actual subsistence to keep him alive.

Now, I have already stated that the Social Security Board figures
show that there are over 2,000,000 )eol)]e who are getting a miserable
meager pension--$10, $15, $20 a month-tlhat by some decree we believe
we can make it possible for them to exist on. But we have a class
of elderly people between 60 and 65 caught in that dreadful period
between the time when they are too old to work; too old for W. P. A.-
60 to 65-and too young for a pension-who are not getting any
l)ension at all.

I have gone into their lomes where I was an honored guest and
have been struck by their humiliation when they lavc been tinable to
serve me anything" for dinner except tea and dry bread. The condi-
tion that is described in these letters is not extraordinary, but typical
of many of our people.

At my request the Social Security Board has made a report
showing that we now have in the United States about 1,000,000 of
people between 60 and 65 who are unable to work, have no children to
sul)l)ort them and no savings upon which to live. They are, as I say,
relegated to the unhappy relief system which is slowly starving them
to death.""

In the bill presented here, which I introduced as a recommendation
of our committee to investigate old-age pension, we call for an amount,
not one which we thought was sufficient or decent or adequate, but the
highest amount that we felt it would be possible to get from Congress
at this time. The bill that is now before this committee calls for a
Federal contribution to everyone past 60 who is retired from gainful
employment in the stim of $30 a month with the expectation that
every State would then add whatever it desired to that amount; and
I might say that in the State of California I hope that the $30 will be
raised to the sum of $60.

Mr. Chairman, as you and the committee know, a Gallup poll was
recently completed oil tle subject of old-age pensions. It shows a
great desire on the part of practically all the American people for
an adequate Federal pension. In addition to polling upon the gen-
eral subject of pensions, our citizens were asked to state what amount
of money they believed should be disbursed as a pension. The average
amount fixed in the United States by our citizens on this poll was the
sum of $42. The New England States declared for the highest amount,
about $50; the Southern States declared for the lowest amount, an
average of $32. In California, taken as a State alone, we declared for
about $56 or $58. We fixed the pension figure tit $30 which was ap-
proximately the amount that the people in the South wanted to give
as pensions under this poll, with the expectation that in the other
States, the New England States, the Middle West, and the States along
the Atlantic and Pacific seaboards, the people in those States would
add to that whatever they desired. We departed in one respect in our
bill and report from this Gallu) poll. The Gallup poll indicates 77
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percent of the American people believe that pensions should be given
only in the case of and on the basis of actual need, and should not be
given under what we term social dividends regardless of the financial
condition of the people, provided only they are retired from gainful
employment.

We estimate that if a general pension was granted all those who
had reached the age of 60 and were retired from gainful employ-
ment-that out of the estimated 15,000,000 of our population who
will reach that age in 1945, 10,000,000 would claim the pension.
That would amount to $3,600,000,000.

We point out in our report that if the present pay-roll tax, which,
under the present act will not reach 6 percent until January 1, 1949,
be raised to 6 percent, effective January 1, 1944, and that if that
tax were universally applied, that is, extended to all self-employed
groups, farmers, farm workers, employees of the Federal Govern-
ment, of State, counties, and municipalities, and all other employed
individuals who are not now covered by the system, such a 6-percent
tax would be levied against a pay roll of about 70 billions and
would produce more than enough money to make this payment from
the Federal Government of $30 a month.

Some of my committee members suggested to me after we had
filed our report that it might be well to secure from the Social
Security Board a statement of what would be the cost to the Fed-
eral Government and to the State if a pension was given to people
past 60, on the basis of actual need. Under the standard set up
in the present law, and from the figures developed by the Social
Security Board, it would appear that the cost of the plan upon
which I based my questions, in interrogating the Board, would cost
the Federal Government something in the neighborhood of a billion
dollarss. At the suggestion of my committee, as I have said, I asked
the Social Security Board to let us know what would be the cost of
an old-age assistance program paid to needy persons 60 years or
over. Where there is only one recipient in the family such 'husband
or wife would receive $40 a month from the combined payment by
the State and Federal Governments but where there were two
recipients in the family each of such persons would receive $25 a
month or a total between them of $50.

The plan further prescribes that the Federal Government should
reimburse the State up to 80 percent-

Senator VANDENBERG (interposing). What would be the need test
under your bill?

Senator DOwNEY. It would be the same as prescribed at present
under the old-age assistance system, that is, the recipient should have
no savings, employment, or children sufficient to support him. Now,
under those standards, the data of the Social Security Board indi-
cates there would be somewhere around a million persons between 60
and 65 entitled to receive such a pension at a cost to the Federal
Government of about a billion dollars a year.

I will now ask permission of the chairman to introduce for the
record the letter relating to this data dated November 28, 1941,
addressed to me and containing all this data.
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The CHAIRMAN. It will be incorporated in the record.
Hon. SHERIDAN DOWNEY,

United States S eate, Washington, D. C.
DEAR SENATOR DOwNEY: In accordance with the requests you made by tele-

phone on November 22, we have compiled some tentative cost estimates which
might reasonably apply to the series of old-age assistance specifications you gave
me. I recapitulate these specifications as follows:

(ia) Old-age assistance to be paid to needy persons aged 63 years and over.
(1b) In the alternative, old-age assistance to be paid to needy persons aged

60 years and over.
(2) For each such recipient, whether single, married, widowed, or divorced,

who Is the only recipient in the family or household, the assistance payment is
to be uniformly $40 per month.

(3) For each such recipient who Is one of a married couple each of whom is a
recipient, ti assistance payment is to be uniformly $25 per month.

(4) Federal reimbursement to be 80 percent; State (and local) funds to provide
20 percent.

(5) FederIal reimbursement to be applicable under the present $40 maximum
monthly payment per recipient.

(6) For needy recipients aged 65 years and over, assume the current percent
eligible; for those aged 60 to U4, inclusive, assume, alternatively, 15, 17.5, 20, and
24.6 percent eligible (the last being the current percentage of persons aged 65
and over who are old-age assistance recipients).

For the purposes of the calculation it was necessary to derive estimates of
the proportion of recipients who, it is assumed, would receive the $40 payments
and the proportion who would receive the $25 payments. Such estimates were
based upon available data concerning persons aged 65 or over, namely data
on (a) the characteristics of recipients accepted for old-age assistance during the
fiscal year 1939 to 40, and (b) the proportion of married persons aged 65 or over
living with a spouse 65 or over, us found in ou- Family Composition Study.
Thn results were then arbitrarily applied to persons aged 60 to 64 inclusive.

From such estimates it appears that the combined average monthly pay-
ments, for persons aged 65 or over or aged 60 or over, eligible for Federal re-
imbursement under the stated series of specifications would be about $36 per
recipient. This, I may emphasize, is a tentative figure, subject to review.
Total annual expenditures for the stated series of specifications were then
calculated by applying this estimated average monthly payment to specified
monthly case loads. The results are shown in the tabulation included here-
with. The corresponding figures front the actual experience of the old-age
assistance program during the calendar year 1940 are included for convenient
comparison.

As you will recall from our telephone conversations, we have used the
alternative percentages (15, 17.5, 20, and 24.6) as arbitrarily assumed propor-
tions of those aged 60 to 64 years, inclusive, who would qualify as needy re-
cipients. I would emphasize the point that these percentages are arbitrary; It
should not necessarily be assumed, from these alternative, percentages used,
that tihe percentage of persons aged 60 to 64, inclusive, who might be eligible
needy recipients will necessarily be less than tle average percentage of persons
aged 65 and over who are recipients under the current old-age assistance
programs.

It will be evident from the tabulation that the stated series of specifications,
with the indicated supplementary assumptions, imply a monthly case load of
2.2 million recipients 65 years of age or over and a total annual empenditlure
of $952,000,000 of which $762,000,000 would be a cost to the Federal Govern-
ment. If the age limit were lowered to 60 years, the monthly case load would
range from 2.9 to 3.4 million, the total annual expenditure from $1,258,000,000
to $1,453,000,000, and the annual cost to the Federal Government from $1,006,-
000,000 to $1,162,000,000--depending upon the assumed proportion of eligibles
among those aged 60 to 64, Inclusive. These figures may be compared with an
average monthly case load of 2,000,000 persons aged 65 or over In the calendar
year 1940, a total annual expenditure for them of $473,000,000, and an annual
Federal cost of $235,000,000 for this program.
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I hope these notes and estimnate.4 give you the information you wished to
have when you first started the inquiry and to which you again referred in our
telephone conversation yesterday morning.

Sincerely yours, I. S. FALK, Director.

Coverage Monthly Total annual AnnualState Annual Fed-Crse load expenditures expenditures eral expendi-
tures

Iteclpients 05 years or over In September l41. 1 2,204,000 $952,000,000 $100,000,000 $762,000,000
Recipients GO or over, on alternative assump-

tions:
(a) It 15 percent of persons 60 to 04 are

eligible ------- ---------------- - 2,911,000 1,258,000.000 262,000,000 1,006,000,000
(b) If 17.5 percent of persons CO to CI are

eligible .. ................-- - - - 3,029,000 309,000,000 262,000,000 1,047,000,000
(c) If 2o percent of persons 60 to 04 are

eligible ..---------_-_--- ------ - 3,147,000 1,360,000,000 272,000,000 1,OA8,000,000
(d) If 24.6 percent 2 of persons 60 to 04 are

eligible --------------_--------------- 3,361, OW 1,4 53,000, OW 291,000.000 1,162,000,000
Actual experience tinder present provisions of

Social Security Act: Experience for calendar
year .......................................... 1,086,000 473,000.000 3 238, 000,000 235,000,000

I Excludes recipients 60 to 64 in Colorado.
I The proportion of persons 65 and over receiving old-age assistance In September 1941.
3 Includes $3,000,000 of nonmatchable expenditures.

Senator VANDENBERG. I am not very clear about your figures. Do
these figures refer only to those from 60 to 65 and not from 65 on?

Senator DOWNEY. No; the figures here give the results in alterna-
tive forms for the groups of old-age assistance recipients, including
those aged 65 and over.

Senator VANDENBERG. Is your compilation fromn 60 to 65 or from
60 all the way up?

Senator DOWNEY. From 60 all the way up, and it is assumed that
the Federal Government would give 80 percent and the State govern-
ment would pay 20 percent of the alnounts paid.

The CHAIRMAN. How many recipients are estimated, representing
two people for each family? Does the Social Security Board give
anything on which that could be estimated?

Senator DowNEY. I am not sure they do, but I can give that to
the chairman. Of men above 60, about 75 percent are married men,
and of those men above 60 who are married about one-half of them
have wives over 60, and about 6ne-half have wives under 60. Per-
haps I can give the Chairman what he wants in another form; in the
form stated in this letter. As I have already stated, under the
plan covered by the data in this letter, a married person whose hus-
band or wife is receiving the pension would only get $25, together
a couple would receive $50, while a single recipient in a family would
get $40. Averaging all payments, both those made to married couples
and single recipients, the pensions would average $36, which would
indicate substantially more individuals receiving $40 than would be
receiving $25.

The CHAIRMAN. The average would be $36? That is $36 from the
Federal- Government?

Senator DOWNEY. No; a total of $36 of which the Federal Gov-
ernment would pay 80 percent and the State 20 percent.

The CHAIRMAN. I see; all right.
Senator VANDENBERG. If the inflationary spiral is not controlled

that would disappear overnight, wouldn't it?
Senator DOWNEY. Yes; and I am glad you asked that question.

And I want to say that the impact of this present inflation upon the
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pensioners of this Nation is already tragic. I have already received
hundreds of letters indicating tile unhappy results to pensioners of
the present inflation. A ti'pical couple are residing in a little town
in a defense area where tley have been paying $20 a month rent.
Now, they have been forced out of that house because the rent has
been raised to $35, which they just can't pay; likewise, of course, the
food these pensioners are buying is continually going up in price,
so this inflation is strangling them. More fortunate people may give
u ) 70, 80, or 90 percent of their incomes in taxes, but they (to have
left at least enough to buy food, but pensioners did not have enough
to buy the essentials of life even before this inflation started.

I want to point out that under this plan which I have been discuss-
ing, on which the Social Security Board gave the figures, it would
cost the Federal Government maybe seven or eight hundred million
dollars more than it is now paying out in pensions. As the committee
knows, the present old-age insurance tax is 2 percent on pay rolls in
covered occupations. This year those pay rolls are about 40,000,000,-
000, and the 2 percent will bring ;n about 800,000,000. The conclusion
I arrive at is that the l)resent pay-roll tax primarily levied for pension
purposes would be more than enough, added to the money the Federal
Government is already spending, to take care of this situation.

Senator VANDENBERG. You mean it would still pay that and preserve
the actuarial basis?

Senator DOWNEY. No; I cannot say that, Senator Vandenberg, be-
cause the more I investigate actuarial )lans of the present system the
less I know of it. I would say it would provide money for this plan
and supply the money that would go out in old-age assistance for the
next 10 years, an(l while I am on that subject, if I may express this
idea to tle committee, in our report we suggest that the age limit under
this plan should be 60 years. I want to emphasize this view; look-
ing ahead 10 years, most all recipients would then be under the old-
age insurance system, and not under the old-age assistance system.

Senator VANDENBERO. And you contend that can be done under the
2-percent pay-roll tax?

Senator DowNEY. Yes; for the next several years.
Mr. Chairman, I realize that the receipts from the present 2-per-

cent pay-roll tax, which this year will amount to about $800,000,000,
are being used for general expenses of Government and for military
purposes. I understand that Secretary Morgenthau wants to increase
that pay-roll tax to a very substantial figure--I don't know how
nmuch-with the expectation that this money shall be used to support
our military expenditures.

The pay-roll tax was provided for social-security purposes. Inso-
* far as the employer's tax is concerned it is a tax on the general con-
suming public, upon all of us, because the employer adds the amount. of
that tax to the cost of his goods. It is, therefore, a general tax on all
of society, and if the committee will allow me to express my own opin-
ion, I think it would be much more humane and decent and fair to
use its receipts to alleviate the present miserable condition of our own
people than to continue to utilize it for our military purposes.

Senator VANDENBERG. I think you can go further than that and say
for me that I consider such use and diversion of that money as a fla-
grant and clear breach of trust.
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Senator DowNEY. I am gratified to hear the distinguished Senator
from Michigan say that.

The CHAIRMAN. It should be said a permanent diversion is not
contemplated; it may be contemplated to be used, but to be replaced
by the bonds of the Government.

Senator DOWNEY. Yes. I feel that the distinguished Senator from
Michigan could express my viewpoint on that more aptly than 1,
but permit me to say that while it is true the Government is giving
its bonds for the money it takes out; nevertheless, in 10 or 15 years
from now, when that money is needed, the Government will again
have to tax our people to get it and in all probability the tax levied
will fall on labor or the consuming public. But I realize this could
lead to an indefinite discussion and I don't want to open that.

Mr. Chairman, I started out to make this point: I understand
that our 0. P. M., our military, and our administration atre actu-
ally hoping and planning on sl)ending $2 000,000,000 a. month next year
for military purposes, or approximately $25,000,000,000. I under-
stand that the 0. P. M. hopes that in the following year we can get
out military production up to $35,000,000,000 or $40,000,000,000 a year.
Now, I think that the leaders of our Government, if they take the
position that it is a wise policy for the American Government to
spend $25,000,000,000 to $50,000,000,000 a year for military purposes
while allowing our own people to exist in their present miserable and
distressed condition for want of the expenditure of a billion or two
billion dollars a year, for them, are guilty of a lack of foresight
that cannot be condoned.

While I am on this subject, Mr. Chairman, I cannot help but say,
I cannot see how any government that makes pretension to moral
leadership of this worldis justified in doing it when great segments
of its own people are existing in poverty and degradation almost
equal to the most extreme poverty and degradation found in any
place in the world.

Now, I realize the attention of our leaders is so forcefully con-
centrated on war problems that they have largely become oblivious
to anything else. Perhaps that is natural, but 1nmust continue to
raise my voice against it. To me charity should begin at home.
To me the direful distress of our own people should be put ahead, at
least to a reasonable degree, of the military. I cannot justify expendi-
tures running from $25,000,000,000 to $50,000,000,000 a year for mili-
tary l)urposes by a government that is unable to find a billion or two
billions to save'its own people from starving; and, Mr. Chairman, I
would like to place in the record while I am on this line of thought this
fact: These people who are now in need of food and other things are
largely the people who built the capital resources of this country; made
it possible for the rest of us here in Washington to live safely and
easily. It is the people past 60 years who in the tail end of the pioneer
period largely built this Nation. cleared and planted farms, and built
the factories'and railroads. Now, I know what the extreme con-
servatist and the callous mind says: "Yes; but they had the oppor-
tunity to save and did not save, and because they lid not save they
must be condemned to the condition in which they now exist"

Mir. Chairman, let me point this out to this committee: One-half of
the people of the United States, or more, have never received sufficient
wages or salaries or income from which they could save one single cent.
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The average wage under old-age insurance before the present boom
was $75 a month, or $900 a year. The great majority of our families
bave never had over $1,500 a year, and men and women cannot raise
their families and feed them and clothe and shelter them and have
one dollar left for savings out of that amount. Now, these people
were not responsible for the social conditions that fixed their wages;
they were held inexoriably in a vice from which they could not escape.
Mr. Chairman, it is true that perhaps a half of our people with some-
what higher incomes have had an opportunity from time to time to
save, but I should like to tell this committee some of the tragic facts
that were brought out in the hearing before our committee relating
to that group.

Mr. Chairman, it seems to me almost by a law of nature that 9 out
of 10 families, the middle class of America, have had some major
disaster strike at them, over a period of years, which has wiped out
their savings; families with an income of $250 or $300 a month who
might, during the past 10 or 20 years, have been able to save some of
their income, almost without exception, have been met with unem-
ployment, sickness, failure of a bank or insurance company, failure
or disability of some relative. The patient hoarding of years has
thus been wiped out by conditions almost always and entirely beyond
the control of those people. Prominent in this sorry list is that sad
and dreary record of lapsed insurance policies; the dreary record of
families who have faithfully and diligently maintained policies for
5, 10, 15, 2C- years and then had to borrow on them because of unem-
ployment, sickness or some other terrible disaster.

Of course, Mr. Chairman. the one event which has been the climax
of these very conditions was he l)anic of 1929. That one panic,
and the 10 or 12 years of depression that followed it, wiped out
the accumulations and savings of tens of millions of our peol)le,
and no one can ascribe any fault to those individuals whose savings
were thus ruthlessly cut away by the depression. I would like to
give to the chairman just one extreme case in that connection which
might be especially interesting to the distinguished Senator from
Michigan. I had a client who had been a school teacher for over
40 years and during that period of time, by most laborious and
frugal savings she had accumulated $20,000, aid in a rather too(lest
way she used to boast to me about her sagacity and prudence. She
refused to go into debt for one dollar and she had her $20,000 in
Government bonds in a safe-deposit box. Now, one would have
thought that that woman was absolutely safe. She came into my
office in 1926 or 1927, happy, and advised me that an uncle whom
she hardly knew had died in Cleveland or Detroit and left her
$20,000 in bank stock which she then placed in her safe-deposit box
along with the $20,000 in Government bonds and she was therefore
content in the knowledge that she had $40,000 until about 1930,
when the bank in which she owned her stock failed. The Govern-
ment came upon her for a stockholder's liability and took her
$20.000 in bonds.

Mr. Chairman. this is an extreme case, but millions of people who
are past 60 and in dire want are the finest citizens America has
ever known, coming from pioneer stock whose labor and toil built
this Nation. They were stripped by the depression of 1929 of the

66064--41-2
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patient savings they had accumulated and I, for one, cannot under-
stand how any American citizen can enjoy his food or his soft bed
while other people-his fellow citizens-slieep cold and hungry.

Mr. Chairman, I think that is all I have to say except I wish
formally to introduce into the record parts 1 and 2 of the hearings
before the Special Senate Committee to Investigate the Old Age Pen-
sion System; the letter which I received from the Social Security
Board dated November 28, the letters from two citizens of California
that I read, the preliminary report of our committee on the old-age
pension system, and the bill S. 1932.

(Tle letters referred to appear on pp. 9, 5, and 6, respectively, of
this record. Parts 1 and 2 mentioned above are in print as separate
documents, as is the preliminary report entitled "Old Age Pensions,"
Report No. 666, of the 77th Cong., 1st sess.)

The CHAIR-NIAN. Has your report been )rinted?
Senator DOWNFY. Yes; it has. Mr. Chairman, I want to further

say that Dr. Townsend was hoping to be here today and wanted an
opportunity to testify before this committee. His airplane was
grounded at Omaha; whether he can be here tomorrow or not I
don't know; also Artlur Johnson of the General Welfare Group
has expressed a desire to be heard by this committee; likewise our
special pension committee has been in receipt of letters in the last
month or two from several groups and individuals desiring to be
heard by the Finance Committee, and I understand your clerk has
numerous requests from individuals to be heard. Now, Senator
Green was a member of our old-age pension committee and Senator
Green has filed a minority report. He is here to speak for himself
and can do it more eloquently than I.

Senator VANDENBERO. I would like to ask you, Senator Downey,
this question: Does the bill that you recommend establish a pension
as a matter of right rather than a matter of need?

Senator DOWNEY. Yes.
Senator VANDENBERG. That principle is completely sound so far as

I am concerned, but we are confronted with a condition and not a
theory, and I notice you spent a great deal of time in a discussion
on the needs basis by way of initiating this plan. Do I understand
that you would consider that we had substantially stepped forward
if we attempted the legislation on a needs basis at the present time?

Mr. DowNEY. Yes, Senator Vandenberg; I think that such legisla-
tion at this time would be a very valuable thing for society, but, ifyou will permit me to interpolate this, I have found in my discus-

sions wit i Senators in the last 3 or 4 months quite a substantial
number who believe that because of this tense condition that hangs
over us, this legislation should be considered on a basis of need rather
than right, and that is the reason for the language of the majority
reports. It doesn't express my own viewpoint; I want to make that
clear; but it apparently is the thought or judgment of a substantial
number of the Members of the Senate that that is the approach which
we should utilize at this time in view of the other pressing problems
before the country.

Mr. JOHnSON. Mr. Chairman, just how extensive are the hearings
going to be?

The CHAIRMAN. I can't say; we will go on long enough to get into
the record all the pertinent facts.
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Mr. .JoiNsoN. I testified before Senator Downey's committee and
my testimony which is in the record already, a copy of which is before
your committee, would be substantially the same if repeated here.
Of course, I would be glad to reiterate our views I have expressed and
to be heard further if further testimony is to be taken.
The CHAIIMAN. It is before the committee in this record here and

it wouldn't seem profitable to reiterate it unless there is something
new someone would want to produce.

Mr. JOHNSO.. There isn't anything new in the field of which we
are aware that has transpired since the hearing held by Senator
Downey, but if other organizations are going to appear formally by
representation we would ask, as representatives of the General Wel-
fare Federation, on behalf of the steering committee of 160 Members
of Congress, a nonpartisan steering committee all the members of
which have signed a resolution in full supl)ort of the General Welfare
Act of General Welfare Act amendment to the Social Security Act
embraced in H. R. 1410, pending before your committee as S.'1178,
which I understand is the only general pension measure before the
committee except Senator Downey's, to be heard.

In addition, there are 180 Co;gressmen who have signed the dis-
charge petition to have this measure heard on the floor of Congress,
so that it is the leading general pension measure before the Nation
today, and I would like to have the opportunity of being heard on
it if other testimony is to be had in add ition to what already ap pears
in the record. I realize, of course, that Senator Downey introd ned
into the record the testimony given before his committee.

STATEMENT OF HON. THEODORE FRANCIS GREEN, UNITED STATES
SENATOR FROM THE STATE OF RHODE ISLAND

The CHAIRMAN. If you desire to be heard we will hear you. It is
impossible at this stage to indicate how long we may be going on it.

1 may make an inquiry and ask you, Senator Green, do you want
to be heard as to your views?

Senator GiREEN. Yes; I won't take much time. I want to say this at
the outset, so I will not be misunderstood, that I am heartily in accord
with most of what Senator Downey has said, and I want to congratu-
late him on the way he conducted these hearings before the committee
to which this matter was referred. Full opportunity was afforded to
go into all phases of the matter, and he was very fair' in dealing with
those who disagreed with him as to details, including itself. I greatly
regretted I could not join in the report of the majority, for that rea-
son, but there were some phases of it on which I felt I could not agree
with the majority. For one thing, I thought it was impracticable
at the present time to go as far as the majority proposed going. A
substantial reason why I could not go along is that it calls for an
expenditure for old-age pensions of over $3,000,000,000 in addition
to.what the Federal Government is now providing; it is nearer 4
billions. It seems to me that such an increase at any time would be
certain to disturb the social and economical life of the country; such
additional expense, with the strain on the people generally for na-
tional-defense purposes is, in my ol)inion, unreasonable. Therefore,
I propose an increased appropriation of not nearly so large as the
majority report recommended, and which is included in the bill Sena-
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tor Downey introduced. Furthermore, while not unsympathetic with
the dire distress of many aged people, I feel that it is but one class
of needy who need help, and I don't want to see undue emphasis placed
on the needs of that class at the expense of other deserving groups.
There are at present more persons under 65 than over 65 needing such
aid. These include the totally disabled, those now on State general
relief, dependent children, and recipients of relief having medical
care in addition. It seems to me that much more can be accomplished
at the present time by maintaining the present social-security law, sup-
leme.ntinlg its provisions by appropriate legislation, extending the

classes which benefit under it than by throwing it overboard and
starting fresh with an entirely niew system.

* I hope that the members of the committee will be good enough to
read my views as set forth in the minority report. It begins on page
23 of this report, printed copies of which you have. I have in-
corporated in the report my views on the bill but not a draft because
I understood this committee would give only preliminary considera-
tion thereto; other matters would require their exclusive attention.
If at any time I am called upon by the committee I will be very glad
to furnish the amendments which I suggest and which I think come
nearer meeting the problem than those set forth and recommended
in the majority report.

The CHAIRMAN. Thank you very much, Senator Green; we will be
glad to call upon you in the future at some appropriate time.

Is there anyone else?
I understand, Senator Downey, that Dr. Townsend desires to ap-

pear and perhaps there will he present three or four witnesses, but you
are not able to say whether he will reach here by tomorrow morning?

Senator DownEY. It is hoped that lie will be here, but it is not
certain.

A SPECrATOR. Yes; lie will be here.
The CHAIRMAN. Mr. Johnson, is there anything you want to put in

the record at this time?
Mr. JOHNsON. How long do we have?
The CHAIRM-AN. Well, 25 minutes, 20 minutes. We will have to

get. over to the floor.
Mr. JoHNsoN. I haven't prepared anythin to resent at this time.
The CHAIRA NM.;. That is all right, I just thought if there was any-

thing you desired to put in the record you might do so; or do you
]prefer to wait until Dr. Townsend arrives and then if anything new
is.brought out you may be heard?

Mr. JOHNSON. I think that is advisable, Mr. Chairman.
At that time I would like to have my observations included in the

record.
The CHAIRMAN. Is there anybody else present who wishes to be

heard?
I think it would be wise to recess until 10 o'clock tomorrow morning,

at which time if Dr. Townsend is here with his witnesses we will be
glad to hear from him, Senator Downey.

Senator Vandenberg, anything you wish to present?
(No response.)
The CHAIRMAN. We will recess until tomorrow morning.
(Thereupon, at the hour of 11: 30 a. m. a recess was taken until

10 a. m., Tuesday, December 2, 1941.)
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TUESDAY, DECEMBER 2, 1941

UNITED STATES SENATE,
COMiMITrEE ON FINANCE,

Vashington, D. C.
The committee met at 10 a. m., pursuant to adjournment, in room

310, Senate Office Building, Senator Walter F. George (chairman)
presiding.

The CHAIRMAN. The committee will come to order, please.
Senator Thomas, do you wish to sit down?
Senator THOMzAs. No; I would like very briefly to make a state-

ment for the record.
The CHAIRMAN. That is perfectly all right.

STATEMENT OF HON. ELMER THOMAS, A UNITED STATES SENATOR
FROM THE STATE OF OKLAHOMA

Senator TIMAS. I appear before your committee as a Member of
the Senate. I appear here to show my interest in the subject matter.
Personally I am convinced that the present law should be amended
in at least two particulars: That is not all enibracive, but in at least
two particulars. First, I think the system should be made wholly
Federal for various reasons, I will outline only one. Under the l)res-
ent law the Federal Government contributes a certain amount to the
respective States on condition that the States raise a like amount. In
many of the States we have no difficulty in raising funds to meet the
Federal contribution, so that the aged people in those States receive
the full benefit of the intent of the Federal law. In less populous,
and what might be termed the poorer States, they are unable, because
of well-known reasons, to raise the full amount to meet the Federal
contribution.

As I understand, this system means that in the larger and richer
States the elderly people receive the full benefits of the Federal law
while in other States they receive only a meager amount; and an all-
too-small amount for their care and well being.

If the system should be made wholly Federal, then the Government
could provide a plan for raising the funds, and then make payment
to ill citizens irrespective of their location, in like amount; and I
think the citizen, irrespective of his location, is entitled to that con-
sideration at the hands of the Federal Government.

That is reason No. 1.
Reason No. 2, why I appear here specially, is the conviction that I

have that the age limit should be reduced from 65 to 60 years. It
17
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seems to be obvious that we cannot provide work for all who desire
to work, and who must have income to support themselves.

Under the present economic set-up it seems necessary to provide
relief for youngsters, too young to work, or for reasons it is not
necessary to go into here, that they can not find work; and because
of this condition the Federal Government has provided the C. C. C.
to take care of a certain class of our youngsters who are not able to
find employment to support themselves at times when they should
be able to support themselves; also, we provide relief for some of our
youngsters in the National Youth Administration to take care of
those under 20 or 21 years of age.

Under the present economic set-up, when a man reaches 45 it seems
that lie is pass, especially if he undertakes to get work in industry;
industry doesn't want a man over 45 years of age. Most recently
industry apparently wants men of ages around 20, 21, or 22, and not
more than 25; that's especially true, as I understand, in the airplane
industry; so it seems that men from the ages of 45 to 65 do not fare
very well in our present economic set-up, so from what I know about
the matter it seems to me that the committee could give consideration
to the proposal to reduce the age limit from 65 to 60, but make certain
requirements that men of that age, if they should make application
for relief under existing law, or laws to be passed, would waive their
right to compete in industry with others who may be younger.

Now, I make this request: If it be agreeable to the committee that
in the event some of the witnesses who desire to appear before you
on this subject if they be unable to appear, that, they be afforded an
opportunity of filing their statements, and if the statement is filed,
that such statement be incorporated and made part of the record as if
they had appeared; that would give those who may find it incon-
venient to be here at the time the committee is in session an opportunity
to have their viewpoint and recommendation made a part of the record.

The CHAIRMAN. That is quite agreeable, Senator Thomas, and any
witness who has not an opportunity to appear here may file a state-
ment of his views with the committee and we will be glad to have
them entered in the record.

Senator THOMAS Of Oklahoma. Sometime ago a voluntary unofficial
committee was gotten together, representing a few Members of the
Senate, and a few Members of the House. This unofficial committee
has gone over the scope of possible testimony and, as chairman of
that unofficial committee, I have placed in the hands of your Secretary
a sort of an agenda giving the names of certain witnesses whom we
hope might appear here and testify; and, without objection, I would
like to file that agenda in the record at this time in connection with
my remarks.

The CHAIRMAN. You may do so.
(The statement referred to follows:)

NovEMBt 27, 1041.

PROPOSED SCHEDULE OF WITNESSES TESTIFYING ON THE ECONOMIC PHASE OF OLD-
AGE PENSIONS, SENATE FINANCE COMMInrF

Under the present circumstances where nany important national Issues are
Involved, we have attempted to keep the testImony of our witnesses limited to
15 minutes.each. These testimonies will all be accompanied by over 50 charts to
illustrate the facts presented.
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The total time of the prepared statements should not exceed 3 hours.
On the necessity of a universal old-age pension:

1. The monthly amount necessary for a initum of decency and health for
a single aged person over 60 and a couple over 60, at present price
levels.

Illustrated by three charts.
2. Economic status of persons 60 years of age and over. Percentage of

persons over 60 and persons from 60 to 65 receiving the above inininin
from any source; pensions, work, relative, etc.

Illustrated by two charts.
Dr. Marjorie Shearon, social science analyst.

3. Fluctuations In the purchasing power of fixed pensions.
Illustrated by 11 charts.

Senator Elmer Thomas.
4. America's capacity to produce a decent pension.

Illustrated by three charts.
Witness to be named.

On the economic effect of spending pensions:
1. Relation of money and production in the United States in the past

decades. (This presentation will show that production can be in-
creased either by more money or more velocity.)

Illustrated by six charts.
2. The importance of old-age pensions in making up the deficiency of pur-

chasing power, when defense spending is withdrawn.
Illustrated by two charts.

Congressman Jerry Voorhis.
On the Townsend plan, H. R. 1036 (answers to four questions on the Townsend

plan) :
1. Why a universal and equitable old-age pension after 60 years of age,

geared to our national Income?
Illustrated by seven charts.

Congressman Martin Smith.
2. Will the Townsend plan replace present pensions paid from public

funds?
Illustrated by one chart.

Congressman James F. O'Connor.
3. Where will the money come from?

Illustrated by 10 charts.
Ivan Tarnowsky, consulting statistician.

4. How does the Townsend plan fit into the defense picture?
Illustrated by four charts.

Congressman Homer Angell.
Unofficial Economic Committee on Pensions: Chairman. Senator Elmer

Thomas; Congressman Homer Angell; Congressman Martin Smith; Ivan Tar-
nowsky, consulting statistician.

Senator THOMAS of Oklahoma. At the present time we have before
the committee a lady who desires to be heard, Dr. Marjorie Shearon,
who is a social science analyst, and without taking the time of the
committee I would like to file a statement in the nature of an intro-
duction of Dr. Shearon, and with the consent of the committee I
would like to present her for a statement at this time.

The CHAIRMAN. Very well, Senator Thomas, you may have that
inserted in the record.

(The statement referred to follows:)
Dr. MarJorle Shearon Is a social science analyst on the research staff of the

National Institute of Health. For the past 5 years she has been a member of
the staff of the Bureau of Research and Statistics of the Social Security Board,
where her principal work was the study of social and economic conditions
leading to old-age dependency. In 1937, she wrote the economic brief In defense
of the Social Security Act, the document being entitled "Economic Insecurity in
Old Age." The brief was published by the board and was used by Robert H.
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Jackson, then Assistant Attorney General, when lie defended and won the case
before the Supreme Court. The material presented at that time by Dr. Shearon
was summarized by Mr. Jackson it his legal brief and her tirguuments were used
and cited by the late Justice Cardozo when he gave the majority ruling of the
Supreme Court in a 7-to-2 decision on May 25, 1937, upholding the old-age benefits
titles of the Social Security Act.

Since that time Dr. Shearon has published a paper entitled "Economic Status
of the Aged" and has, during the past year, carried on her researches in this
field. These are embodied in a paper bearing the title "Economic Status of
the Aged in 1940 and 1941" which is to be published as a special Senate document.

Before coming to the Federal Government In 1935, Dr. Shearon was a re-
search assistant in the New York State Department of Social Welfare, where
she studied the administration of old-age assistance in New York ('ity, and
later she was assistant director of statistics in the emergency relief bureau in,
New York City.
The CHAIRMIAN. Dr. Shearon. You may be seated at that chair

if you wish to.
Dr. SimomoN. Thank you.

STATEMENT OF DR. MARJORIE SHEARON, SOCIAL SCIENCE ANA-
LYST, NATIONAL INSTITUTE OF PUBLIC HEALTH, BETHESDA, MD.

Dr. SITFARON. Mr. Chairman, in introducing myself, I should say
that I am a social science analyst of the Public Health Service but 'I
have for the past 5 years been a member of the staff of the Bureau
of ]Research and Staitistics of the Social Security Board, where my
principal work has been the study of social and economic conditions
and the problems of our aging population. I have a prepared state-
mnwt.

The following testimony is presented in answer to certain questions
submitted to me by Senator Elmer Thomas. I wish to make it plain
that I am speaking as an individual, that my views are at variance
with those of some members of the Social Security Board. but that I
have tle permission of Mr. McNutt, the Director of the Federal
Security Agency, to make this statement with the understanding
that I speak not for the Agency but for myself alone.

The first question that the Senator asked me is this:
What, approximately, Is the percentage of persons 60 years of age and over

receiving less than a minimum of decency and health?

I had hoped that some of the experts in the field of cost-of-living
studies either in the Department of Labor or in the Department of
Agriculture would testify before me as to the amount which is needed
by a single aged person and by an aged couple as a mininmm of
decency and health. There is no published material on this subject,
so far as I know, but I believe studies now being made by the Social
Security Board should throw some light on the question at a future
date. I would recommend to the committee, if I may, that you re-
quest such studies, which are now in preparation. I believe they
would be of great value for you to have, relating to the aged indi-
vidual and the aged couple, both for subsistence and decency, but
lacking that information I have gone ahead with what data are on
hand.

It is to be noted that the provisions of nearly all State laws for
old-age assistance call for payment to the aged person of an amount
sufficient to provide a minimum of health and decency. How that
minimum is to be determined is not made clear, but in practice the
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amount given to aged persons receiving old-age assistance is limited
by administrative practices and by the size of appropriations and
has little, if any, relation to health and decency.

In the welfare field it has been customary to think in terms of a
minimum of subsistence rather than in terms of health and decency,
and today, in spite of the great advances that have been made dur-
ing the past decade in providing greater security for a considerable
part of the population, we still hew to the line of the old poor-law
practices which have been handed down from the days of Queen
Elizabeth.

We still think of general assistance to the unemployed and of old-
age assistance and other forms of public assistance as some niggardly
amount just sufficient to keel) the person alive-and not always that.
The i)resent average monthly payment of about $20 per re il)ient of
old-age assistance is, I surmise, seldom computed witli any idea that
it approaches a decent standard of living. While the argument is
sometimes made that the aged have other fornis of income and that
old-age assistance is intended only to eke out the budgetary deficiency,
the fact remains that nearly three-fourths of the persons accepted for
old-age assistance in 1939-40 had no other type of income, and over
half of them were living alone or with relatives other than a spouse.
In many instances married couples were compelled to live on a single
grant of old-age assistance because while the husband might be eligible
the wife, being usually under 65, would be ineligible. The grants
have been inadequate not only for food, shelter, and clothing. but
have generally included little or no provision for medical care and
the preservation of health.

We cannot, therefore, hope to find the measure of a standard of
health and decency in our present welfare practices. However, fln-
inerous studies have been made by the U. S. Department of Labor,
the Heller Committee in Californla, the National Industrial Confer-
ence Board, and various social agencies which have been interested in
standard budgets for working-class families above the relief level.
Not only do we know the approximate amount needed for an inde-
pendent family of four or five in cities of varying sizes, but we also
know from recent analyses 1)ublished by tle National Resources
Planning Board, based on cost-of-living studies made by the Depart-
ment of Labor and the Department of Agriculture, how families
actually spend incomes of varying sizes,

From all of this information it. would appear that a single aged
person, living in a large city like New York or Washington, might
have a reasonably adequate stan(lard of living which could be classi-
fied as one of health and decency if lie had an income of about $50
a month. This vould provide what we cutomarily refer to as an
American standard of living which calls for adequate food, decent
housing, comfortable clothing, and a modest allowance for insurance,
health, recreation, and sundries. It is true that some ol persons in
urban areas might survive on less. Many single persons are somehow
managing to live on from $30 to $40 a month by doing without even
the bare necessaries of life. They have a minimum of subsistence
which permits living in frugal and uncomfortable surroundings;
they have little or nothing for the replacement of clothing which is
supposed to be obtained in some miraculous way by squeezing a few
cents a month out of the food budget; they "must use clinics for
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medical care, or, if physically unable to reach a clinic, they must go
without care or depend on the private charity of some physician
whose services can be obtained gratis. But if we are to provide
health and decency then we must see to it that the aged person has
a reasonable amotint for his ordinary needs, and I believe it would
be generally conceded that $50 a month is a conservative amount in
our large cities. The range in cost of living in the cities from north
to south and east to west is about 21 percent, according to the Bureau
of Labor Statistics, so that we arrive at a figure of from $10 to $50
for a single aged person. Similarly, it would seem reasonable to
assume that a married couple would require about $85 a month in
a large city, the intercity range being from $67 to $85. Again, this
is for a budget of health and decency.

GEOGRAPIIC.AL
DIFFERENCES

IN COST OF LIVING
(For a Couple) .

Sources: Drfarjo'rie Shar
Social Sciece A./yaIY.
&"eau of IamrSa/g/i./e, gt,-oseS
At Cost a 1'v/f9,' (aAe 7) Sep. , 194.

CHART 4
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Dr. SHEARON. May I refer to chart 4 (see p. 22), which gives you
the material in regard to the range from New York down to Ala-
bama, Mobile, Ala ;and I think you will find it interesting to know
that the amount in Portland, Maine, and in Portland, Oreg., happens
to be the same.

Senator VANDENBERG. As of what date?
Dr. SHEARON. September 15, 1940.
Senator VANDENBERG. Well, these figures would vary completely

from the applicable figures today.
Dr. SHEARON. Yes; they have gone awav up since that time.
Senator VANDENBERG. And if you don't have adequate price con-

trol of some sort, none of your arithmetic is worth anythifig at all,
is it?

Dr. SHEARON That is correct, and that is a matter of concern to
social workers all over the country. A )aper has just been published
in the November survey showing the problems occasioned by the rising
cost of living, which is going up so much faster than the means of sub-
sistence is being provided for these people on public assistance.

These figures may be compared with those given in a recent Gallup
poll (August 8, 1941). In answer to the question "What do you think
is the smallest income per month that a single person over 60 needs for
a decent living in your community?" the replies ranged from $32 in
the South to $50 in the East, the national average being $42. And I
suppose a great many persons in the South, particularly the Negroes,
wouldn't even know what a decent living was because they have never
known it.

A similar question for a couple brought replies ranging from $59
in the South and West to $78 in the East, the national average being
$73. These are the smallest amounts that the people of this country
thought an aged person or couple could get along on decently-$42
and $73 a month, respectively, and that is shown in chart 2 (see l). 24),
according to what people themselves thought, without any statistics
or studies as to health and decency, what they thought a married
couple would need in their community, and I am citing these figures
to show that the figures I am giving here are in line with our general
thinking about what you would need for a reasonable mode of living,
nothing fancy.

Dr. SHEARON. If we assume $85 a month for an aged couple living in
New York or Washington, we find that this sum will be distributed
in the following manner according to the findings of the National
Resources Planning Board.'

Then turning to chart 3 (see p. 24), which shows the distribution
for food, clothing, and so forth, for a couple receiving $85 a month,
you will see $35 for shelter (rent, utilities, and household operation),
and if you know anything about rents in Washington-this estimate
is for cities where we have high cost of living, like New York and
Chicago--you will know the difficulty of getting along on that
amount; the food, $1 a day, is very conservative; 50 cents a person.
It isn't very much, but one could keep alive on it, and in health if we
were not in a terrible emergency.

'Family Expenditures in the United States, National Resources Planning Board, 1941,
209 pp., p. 22, table 66.
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GAL LUPPOIL
on OLD-AGE PENSIONS

Average Monthly Sums

Soure: 681up Pol,
Rrle*Ted AuK 8,0941

CHART 2

(Chart 3, referred to, is as follows:)

CHART 3

Monthly minimum for decency and health for a. couple orcr 60
Food -------------------------------------------------------- $30.00
Shelter ------------------------------------------------------------ 35. 00
Clothing ---------------.------------------------------------------- 0. W0T ransportation ------------------------------------------------------ 5. 00
Medical care --------------------------------------------------- 3.00
Recreation --------------------------------------------------------- . 50
Personal care --------------------------------------------------- 1.50
Tobacco ------------------------------------------------------------ 2. 00
Reading ------------------------------------------------------------ 1.00

Total per month ---------------------------------------------- 85. 00
Sources: Dr. Marjorle Shearon, social science analyst, and National Resources Planning

Board, "Family Expenditures in the United States" (table 66), June 1941.

Dr. SHE,ON. In answering the question how many persons 60 and
over have sufficient income to enjoy a standard of living that means
health and decency, I submit this table (see p. 25) on the means of
support of persons in this age group on January 1, 1941. This is a
revision of the table I submitted before the special Senate committee
in July. I have now included the latest census figures and current
data up to November 30, 1941. And I might say that the proportions
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are virtually the same as I had in my previous testimony, but the
figures are a little higher than our estimates of the aged a few
months ago.

(Chart 5, referred to, is as follows:)

CHART 5

Means of support of persons 60 years of age and over, 19/tl

Number Percentage
distribution

Total number of persons in the United States ...............------------- 13,900.000 100.0

A. Self-dependent ------------------------------------------------------------- 6,264,000 45.

By reason of:
1. Current earnings ----------------------------------------------- 2,700,000 19.4
2. Savings, resl estate or securities --------------------------------- 2,325, 000 16.8
3. Federal, State and municipal pensions, or insurance payments - 708,000 5.1
4. Industrial and other private pensions ------------------------ 142,000 1.0
5. Insurance annuities -------------------------------------------- 364,000 2.6
6. Other resources ----------------------------------------------- 25.000 .2

B. Dependent ---------------------------------------------------------------- 7,636,000 54..9

I. Supported wholly or partially by public or private social agencies ---- 2,986,000 21.5
2. Dependent on children, other relatives (including spouse In some

instances), and friends, (wholly or almost wholly) ................. 4, 50, 000 33.4

Source: Marjorie Shearon, data submitted at hearings before the Special Committee to Investigate the
Old-Age Pension System, U. S. Senate, 77th Cong., 1st sess., 1941, p. 215, revised as of Nov. 30,1941, to in-
clude data from 1940 census.

Dr. SHEAROw. I have divided the 13.9 million persons in the 60-and-
over group into those who are essentially self-dependent by reason of
earnings, savings, or pensions and annuities, and those who are essen-
tially dependent either on social agencies or on family and friends.

I have assumed that a person with a monthly income of less than
$25 is presumably, in most instances, not dependent on his own re-
sources. We know from observation that most persons during their
active working years depend on wages, salary, and entrepreneurial
withdrawals. The vast majority of persons 60 and over stlll depend
upon earnings as their primary, and usually their sole, source of inde-
pendent income. And I want to stress that point because practically
everyone in the community, ourselves not excepted, depends on his
monthly pay check. Whether we have a large or small income, we
are watching for our monthly pay check, and, as a rule, have very little
to fall back on other than it, so earnings are the important thing for
everyone when they stop the means of subsistence usually stops. The
person, therefore, who earns less than $25 a month usually has no other
form of income and must depend on some subsidy either from society
or from family and friends. Such persons are to be found in my
dependent classification. And I refer again to chart 5.

It must be recognized that the economic status of the aged is one of
flux. A man at 60 may have savings that will last several years, lie
may have a job and own his home. Five years later his savings may
be exhausted, he may have lost his job, and lie may have mortgaged
his home or lost it through foreclosure. But if on' any particular day
we take a cross section of our entire aged population I believe the eco-
nomic status would look about as I have given it in chart 5.

Unfortunately, there has never been a door-to-door canvass of the
aged that would reveal their means of support. Some surveys were
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made years ago, but they are out of date, and even at the time they
did not give a complete cross section of the means of support of all
the aged. And the reason for that is they were generally made in
connection with approaching State legislation when they were con-
sidering only persons who were qualifying under a means test, and
it is therefore not accurate for our purposes.

Senator VANDENBERG. Again, if you don't control the inflationary
spiral the class of independents will disintegrate into a class of de-
pendents very rapidly, will it not?

Dr. SHEARION. Most certainly.
Senator TAFT. That applies, however, to about half the wage

earners.
The CHAIRMA-;. That applies pretty nearly to everybody.
Dr. SnErtoNq. I (loubt, as a matter of fact, whether it would be

possible to obtain the necessary information about sources of income
and amount thereof by a door-to-door canvass because persons not on
relief and not seeking it would probably object to giving such de-
tailed personal information. The 1940 census did include some income
questions but failed to obtain separate data on independent sources
of income, such as pensions, annuities, and income from investments.
Persons receiving income of $50 or more from sources other than
wages and salaries were simply asked to state that fact; and for that
reason the 1940 figures have been 'very disappointing to those of us
who hoped to get some reliable information as to the economic status
of the aged. Persons over 60 and 65 who had any incomewould be
deriving it ordinarily from sources other than from wages and those
sources were not included; they were simply asked to state the facts
that they had nonwage income exceeding $50.

Thus, the man with a $50,000 income from securities would be
classified with the man who received $250 a year from old-age assist-
ance, since both had an income of $50 or more from a nonwage source.
The only other recent canvass that might possibly have yielded some
direct information about economic status of the aged was the National
Health Survey made in the winter of 1935-36. The schedule for
that survey contained a question on family income, but nothing about
the size or source of income of aged persons in those families, and.
therefore, provides no direct in formation in regard to the economic
status of the aged.

For these reasons I have been compelled to develop this indirect
method, which I have shown on chart 5, which I have been using for
the past 5 years. It indicates that roughly 55 percent of all persons
60 and over had an independent income of less than $25 a month.
If we step up the income to $50 a month. I believe it would be con-*
servative to say that probably at least 80 percent of the persons in
this age group'do not have that much, and I am inclined to believe-
that the percentage is even higher. I refer to chart 7 (see p. 37), which
gives in pictorial form what we have given in figures in chart 5. It
would require a capital investment of $30,000 at 2 percent, or $20,090 at
3 percent, to have an income of $50 a month. And how mtmv persons
in this country have a capital investment of $20,000 or $30 000? As
to earnings, we know that one-third of the workers in the 60- to 61-year
group who had taxable wages in 1937 earned less than $600 that year,
and that there were fewer than 500,000 workers in that age group who
bad taxable wages over $600. That is, in this group 60 to 64.
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We also know that earnings decline with age except for certain
skilled workers and for professional workers, and even these are not
exempt from income loss after the age of 60 or 65. The number of
aged workers in the labor force has declined markedly over the past
decade, so that there are relatively and absolutely fewer workers in
the 65-and-over group than there were in 1930. That is one of the
most important points I want to bring out. We have an expanding
aged group and a static or declining working nucleus in that group.
It is a very serious matter. That was foreshadowed in the census of
1937, the unemployment census, where we saw there was a shrinkage
in the actual and proportionate number of workers over 65. It came
out much more clearly in the 1940 census where it became evident
that there had been a decline in the number of male workers over 65
in the decade of 17 percent; an enormous shrinkage. Those people
not workiug to support themselves; and there was a proportionate
decline in the age group 45 to 64, ages which we have always felt in
the past were the prime of life.

Senator TAFr. Do you know whether the defense program has cor-
rected that at all?

Dr. SHEARON. It has, to a certain extent, but the number is insig-
nificant. The Social Security Board reports that 27,000 over 65 have
given up their pensions and gone back to work; 27,000 is just nothing,
under the circumstances.

Senator TAFT. Just tends to delay the retirement.
Dr. SHEARON. Yes; however, the'WPA is making a very careful

and close analysis of this situation. It is the best thing that has
been published. They are making a thorough study, and they are
showing that although a few of the older workers have gone back to
work, and some who would have retired have stayed on, that the num-
ber is small. During the past year some 600,000 over 55 did get em-
ployment. Well, it is such a small number as to be insignificant in the
total population 55 and over. Reemployment is only in those fields
where special skills are needed; it is very spotty.. No employer seeks
the older worker unless a younger one is not available.

Senator VANDENBERG. Well, we are not going to be at war forever,
I hope, I hope.

Dr. SHEARON. No; and it is that crucial postwar period that we must
think of now.

Much of the evidence I have used in drawing conclusions about
the proportion of persons 60 and over who have an independent
income of $50 a month is of necessity indirect. And, I might say,
that I have had direct and intimate experience in this field for

many ,years, and it is my primary interest, both professionally and in
my privatee time.

I have drawn not only upon studies of income and wealth and
studies of family expenditures, but also upon my direct knowledge
of economic conditions in our middle-aged an(I aged population.
The more I study this whole problem, the more impressed I am
with the lack of security that exists even among persons with com-
fortable incomes. The 35 to 40 years which workers normally have
for the accumulation of savings for old age are marked by three or
four severe depressions which may result in loss of employment, loss
of home, loss of insurance, and loss of cash savings. Sickniess, acci-
dent, and death make further inroads on savings, so that by the
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time old-age is reached there is little or nothing left for the final
years when income from wages or salaries ceases. It is not pos-
sible to give exact figures, but possibly two-thirds of the persons in
the 60- to 64-year group have incomes of. less than $50 a month.
Married women in this age group are in a peculiarly precarious
position, because they are likely to be married to men who are, on
the average, 5 years older than they are. (See chart 6.)

ChART 6

Estimated marital status of persons 60 an4 over, Jan. 1, 1940

Marital status Total Male Female

Total ------------------------------------ - - .... 13,200,000 6,e6o, 61,00,000

Unmarried ------------------------------------------- 5,900,000 2, 100,00 3,800,000
Married --------------------------------------------------------- 7,00,o000 4,00, 000 2,800,000

Spouse under 60 .......... ----------------- --- :,. 2,100,000 1,0 00,000 200,C00
Spouse over 60 ------------------ ------------------ -5,200,000 2 ,000 2,00,000

Source: Esthnate by Robert J. Myers of the Social Security Board.
Memorandum dated Feb. 14. 1829.

Dr. SFiOEAo. This is an extremely important ihing. I don't think
we have stressed it nearly enough, the precarious condition of women
in the 60-to-64 age group whose husbands are 5 years older than they,
and most of those men are not working. Such men may have re-
tired on pensions or may be in receipt of old-age assistance for which
the wives are ineligible or they may be working at small wages.
Widows in this age group are often forced into an unreceptive labor
market and unmarried women who have always worked find them-
selves jobless because of age. These dependent women are fre-
qiently reduced to dire poverty and are compelled to seek work as

omestic servants or to live upon charity grudgingly given by friends
and relatives who are themselves hard-pressed.

I would like to give you this tablW on chart 6 and to explain it just
a little; it is very significant. This shows the marital status of per-
sons 60 and over. It was prepared by one of the actuaries of the
Social Security Board and has been of great use to us in all these
studies. You will see that while the distribution between male and
female is about equal for the, total, there is a big difference between
male and female when we come to the marital status. You will note
that there are nearly 4,000,000 unmarried females as compared to
about 2,000,000 males. Now, the unmarried include not only the sin-
gle but also the widowed and divorced. I think that this reflects, to
some extent, the fact that the old man whose wife dies is more likely
to remarry than the elderly woman who either doesn't care to or
does not have the same opportunity, but there is a marked differential
there between the sexes.

When we come to the married group of 7,000,000 persons, we again
note for the spouses under 60 that many of the males, a goodly pro-
portion of the males, do have a spouse under 60; that the females,
because of our marital custom, there are only 200,000 that have a
spouse under 60, and this leads, of course to a disparity in the eco-
nolmic condition and independence of the female.



OLD-AGE PENSIONS 29

Now, for the spouses over 60, both male and female, they are about
equally divided. That table is very significant and in our thinking it
shows that while the older women are-

Senator TAFT (interposing). Do you have the exact average differ-
ence of the ages of wives, the statistical data?

Dr. SHEARoN. There is about 5 years' difference; it is very close to
that. We do have actuarial tables, but we say there is about a 5-
year differential. Now, take the woman 65 married to a man of
70, the precariousness of her condition is great, and I might by using
table 6 and comparing it again with my table 5, this dependent group,
dependent on children or relatives, point out that we have 41/2 million
dependents, most of whom are single women and widows; there are
some wives. It is that large group of the widows and single who are
just left stranded. The little bit of insurance usually doesn't last
long. The insurance most of these people have is the industrial insur-
ance which barely pays the funeral expenses. We are so inclined to
think of the amount of insurance we carry and what it will provide
that we fail to consider that the major part of our population carries
industrial insurance averaging about $200 per policy.

In closing my testimony, I should like to point out that much of
this problem of ol-age dependency is of our own making. We have
a population that is aging rapidly. The absolute and relative num-
ber of middle-aged and old persons is increasing rapidly, while the
number of workers 60 and over is declining and job opportunities
in middle life are shrinking. As a result of unemployment or under-
employment in middle life many workers exhaust their life's savings
before reaching old age. If, on the other hand, we had full employ-
mient as we should have and as we could have, if we planned as well
and worked as hard to increase )roduction for peace as we do for
defense and war, such full employment would keep workers from
exhausting their savings in middle life and in addition would pro-
duce a national income of 100 or 110 billion dollars which would more
than take care of adequate pensions for workers when they did re-
tire. Full employment, which means full utilization of our human
resources, will provide the goods and services needed by all parts
of the population.

And I refer here to my final chart, which is numbered 1, which
is taken from the recent publication by the National Resources Plan-
ning Board, entitled "After Defense-What?," which shows what
we might have in the way of full employment if we put all our workers
to work and the national income that m eight be ours if we chose to have
it.

Tnder such a system we should not be thinking in terms of $25
or $50 a month, nor in terms of minimum budgets, whether minimum
of subsistence or minimum of health and decency, but rather in terms
of what we can produce. As the National Resources Planning Board
.pointed out in their recent report:

When we organize for maximum production on the basis of full employment,
without being stopped by the costs, we discover, as have other nations, that In-
creased production pays the real costs involved. Doing the Job pays the bill.
In othed words, the central problem Is not money, it is manpower, resources,
and organization.

The CHAInMAN. Thank you very much.
66064-41-3
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Senator VANDENBERG. I would like to ask you one question, referring
to your chart No. 3. Of course, in the final analysis these problems
come down to finding revenue to pay the bill and there are various
sources of revenue available. We constantly hear that a general manu-
facturer's sales tax is unfair because it is a burden upon the lower
income groups. I have never been able to understand that and I am,
therefore, particularly interested in your chart. If we had a general
manufacturer's sales tax with food, clothing, and medicine exempted,
I don't find any who would have to pay a sales tax on your budget.

Dr. SHEARON. No; those would be the primary things This I might
say, is a distribution as given by the National Resources Planing
Board where they show how families getting $75 a month actually did
spend that amount and they show the various items of expenditure.

The CHAIRMAN. Any other questions from any member of the com-
mittee?

(No response.)
The CHAIRMAN. Thank you very much. Congressman Smith, do you

wish to be heard at this time?
Senator DowNEY. I don't think Mr. Smith is here.
The CHAIRMAN. Dr. Townsend, will you come and sit down here, if

you desire?
Dr. 'TowNSEND. I prefer to stand, if I may.
The CHAIRMAN. You may make any statement you care to. The

committee has under consideration the bill presented by Senator
Downey, but we are not confining ourselves to any particular proposal.

STATEMENT OF DR. FRANCIS E. TOWNSEND, PRESIDENT, TOWN-
SEND NATIONAL RECOVERY PLAN, WASHINGTON, D. C.

Dr. TOWNSEND. Mr. Chairman and gentleman of the committee, my
talk to you this morning will not be along the lines of statistics; I
am not going to try to advocate any particular phase of legislation that
I think should be enacted to meet the exigencies of the times; I am
going to present my argument in the form of an ordinary, logical
argument. I believe if there is anything needed in this world today
more. than any other it is the unity of the people in the face of the
national and international crisis before us; it is essential that the
American people be r cited . As you know very well, there is evidence
right here in Congress every day there is anything but unity of opinion
in America today. There is only one way to bring that about, in my
estimation, and that is for the Government of the United States to
demonstrate to the people at large that the common John Does of this
country are as munch under consideration, their welfare just as much
of importance in the eyes of the Government as the welfare of any
other people on earth.

I travel about over this country and I travel a great deal; I know
John Doe and his wife intimately: I have dealt with him all my life
and I can tell you that the expressions of opinion I get from the com-
mon people of this country are anything but conducive to loyalty to

this country. John Doe is saying'to himself, and I hear it on every
hand, everywhere I go I hear this expression of opinion:

"Why should I fight for a government that gives so little con-
sideration to my welfare? Here I have been tramping the country
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for 12 years trying to obtain a job for myself, and it has not been
possible for me to get one. I have had to go on relief; I have had
to become a pauper; my children and my wife have had to go
hungry, pleading with the Government for an opportunity to work
and it has done nothing for me. Why should I be willing to sacrifice
my life to fight for a Government that gives me so little considera-
tion ?"

Gentlemen, the industrial revolution has been on in this country
for niny years; it is progressing with ever-accelerated rapidity.
The political revolution is starting, but it is away behind the in-
dustrial revolution. Now, the time is shortly coining when we are
going to face a real crisis in America. As soon as this war ends,
we are going to dump millions of men back on our labor market
that cannot be absorbed; they cannot get jobs. When hungry men
go rioting up and down the streets of our cities, what attitude is
this Government going to take? Are we going to call out the mili-
tia and mow them down? I don't believe our Army would respond
to an order to do that; I believe we would have a political r-volu-
tion in this country if we attempted it. I talk to soldiers all the
time, have recently; I meet them everywhere, and this is their
attitude:

"What sort of a Government have we that compels us to get into
a uniform and )repare ourselves for targets for Army guns at the
remuneration of $21 a month, when millions of workers in defense
industries are drawing down $i0 and $15 ala d'y? Why should I
feel any great loyalty to that Government that makes that discrinii-
nation between men?"

You take the situation throughout the country generally: Poverty
is rampant. I have been making several trips through the South
of late. Gentlemen, the condition of life in the South is appalling;
it is as bad as it is in the slum areas of our great cities. How in
the world can this Government survive any great length of time
with half of its citizenship becoming more degraded continually,
more cursed with poverty and ignorance and disease? We are not
going to be able to survive as a Nation unless the Government im-
inediately takes into consideration the general welfare of all the
people. *No government is worth l)erpetuation that does not take it
into consideration; we have not done it in America. We have been
as negligent as any nation ever has been in all the history of the
world so far as takin g care of the general population is concerned.

Now, the people are in a mood to revolt, and they are going to
revolt; you are not going to find partisanship holding the people in
line any longer. Party politics has been the curse of this country
for the past 10 or 15 years, longer than that, but becoming worse
with time. If partisanship is going to hill the people and keel) them
quiescent, if that is the hope, then that hope better be abandoned be-
cause it is not going to accomplish that. Today you will find more
l)eople who are paying no attention to party lies than ever before.
I believe one of the most salutary things that could happen to this
country would be to wipe out party politics; do away with the so-
called party politics and have the people united on'a program of
progrssive advancement for all types of citizens.
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Of what use it is for medical science to attempt to control great
diseases in this country which depend entirely, practically entirely,
upon poverty; poverty is what makes for these diseases; poverty and
ignorance together, and ignorance is a direct result of poverty.

If we are going to advance this country in proportion to our ac-
complished ability to go forward, we must of necessity find some way
of making use of all our population in the matter of this advancement.
The thing that has ailed this country for the last 12 years is a lack of
markets, and if we just stopped and paid attention to the staple
markets for goods, everybody contributing to that demand for goods
by having cash in their hands with which to buy, there is no limitation
whatsoever on the progress this country could make; there could be
no limitation to it. You can not, however, build an America and
create more wealth with a continually increased number of people who
are unable to buy. There is no use advertising goods for sale to people
who have not the money to buy them. The important thing for the
Government to do at this time is to ascertain how to build the chain
of distribution; there is one link badly out of 'line, broken; that is the
money link; and if we can not devise some way whereby money can be
equitably distributed throughout the population in such an abundance
that it will permit everybody to find employment, create new in-
dustries, then this type of capitalization that we know is doomed;
it is not going to last. It has already destroyed itself. The advent of
the machine in this country has permitted all those who can buy and
put in manufacturing devices of a machine nature to do so in hopes of
increased prices for themselves, but in the process they have destroyed
their own markets by laying off men. Machines cannot buy goods;
men only can.

Why isn't it perfectly possible for this great rich country with the
finest resources in the world, the best equipment for producing
wealth-why isn't it possible for us to equitably distribute money?
Instead of carrying a great percentage of our population on the backs
of the producing element as a hindrance and encumbrance, why can't
we set them aside and say, "If you can't produce directly, do so
indirectly; create and maintain the markets for goods so that all of
our people who work may find employment."

It would be infinitely cheaper for the Government to employ the
elderly people of this country to act as their distributing agents and
to carry them as a charity load; they would be doing some good then
if we could give them a liberal pension geared to the economic
picture.

I think the social security law as it exists today is one of the
greatest farces in the world, a ridiculous thing. It leaves out one-
half of the population entirely and fixes a status of poverty for the
rest beyond which they will not be able to go. Now, if we are
capable of substantially reducing the output of wealth in this coun-
try, we are certainly capable of some system of distributing it, and
there is only one way unless we abandon the use of money; we must
distribute money, and I say it would be infinitely cheaper to put
everybody unable to work, the old, the sick, the blind, on a liberal
pay roll, with the understanding that that pay roll was merely a
monthly loan to them; that they would be obligated under the pro-
visions of the law to spend that money within 30 days, thereby creat-



OLD-AGE PENSIONS 3

ing additional wealth, because nothing does increase wealth excepting
the passage of money from hand to band.

Now, gentlemen, are we going to abandon our form of government?
Let it go by default? Are we, simply because we have been so able
to produce that we cannot distribute? What a ridiculous attitude
it is for us to assume. I want to talk frankly to you gentlemen. This
Government is under heav y indictment by the people of the United
States at the present time. For 12 years now we have suffered from
a depression; not a single idea has emanated from either branch of
the Congress to indicate that there was any effort to correct this sort
of thing; any logical, sensible effort. Of course, we have the social
security law which nobody likes, which is totally inadequate.

Now, I would deplore the loss of our concept; I do deplore it,
the loss of our concept of an equitable, fair government. As that
(oes, America goes and all it stands for, and the hope of the world
because if America goes into a tail spin, the tail spin which we
anticipate when this war ends and we have it in order to control
the great forces that will be turned loose for evil at that time; if we
have to resort to a dictatorship to put revolution down; if that day
comes we are never going to be able to pick up our hope of a fair
and decent concept of a government of the people, for the people,
and by the people again.

Now is the important time, if this Government is to act; if this
Government could immediately demonstrate to the people, the people
in distress, that it is thinking of their welfare, while thinking of
the welfare of the rest of the world, there is nothing that this Gov-
ernlnent could do that would so inspire loyalty and confidence-in
the heart of everyone as to say that we are going to take adequate
care of our aged, as well as our widows and children; that we are not
going to permit anyone to suffer the pangs of hunger or distress or
poverty in this rich and marvelous country of ours.

Gentlemen, if this is not done, look out. We will all of us have to
dig our concrete cellars, deep and strong, when this thing is over,
because disaster is going to overtake all ofus. This proposal that we
have had before the Congress for the last 6 or 7 years, trying to get
it under consideration, is one which would bring about an entirely
new state of mind on the part of the people. You can't expect
loyalty from people who have nothing. Loyalty to a government.
Positions are the essential things to fortify loyalty. If you have no
home; if you have no position, you don't care much what sort of a
government you have. I have heard the expression innumerable
times, "Well, -itler has done one thing for the common people; le
has put them to work; he has fed them and sheltered them. That
is more than our Government does."

That is a terrible indictment for the American form of govern-
ment. Let us see if we cannot bring about a new era in the world.
It is being forced upon us anyway; the industrial revolution is near.
We have completely revolutionized our ways of producing goods;
now let's revolutionize our ways of distributing goods. There is
enough in America, an abundance for everybody, and there is no
limitation to our ability to produce wealth, but we cannot produce
wealth continuously and destroy the uses from which wealth comes-
the labor of America. You cannot do that. So let us see if we can-
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not now, at this time of crisis, bring about a new era that the world
has been looking for for thousands of years, an era of peace and
prosperity available to every country. All of the industrial countries
of the World have the same possibilities we have of distributing their
wealth, if they go about it intelligently. The trouble seems to be
that those in a position of security are fearful of letting loose of any
of their special privileges; they seem to be the withholding sort, but
I want to point out there is nothing in the world that could so secure
the people of wealth and importance in this country, in their posses-
sions, as to build this America for plenty for the entire population;
build up the demand for goods; the cash demand.

What else is money good for if it isn't to produce wealth? A
eimlple distribution of money, as we have proposed for old folks
would produce in every community of this country the equivalent of
a factory pay roll in that community which could be depended upon
from month to month. Now, that is not an iml)ossibility, to give
every community that. sort of thing. The money distributed would
turn over three or four times in the course of a month, so that for
every thousand dollars of money distributed four to five thousand
dollars of new business would be produced.

We propose to tax the business of this country; tax all gross in-
comes of this country. A small percentage of their monthly intake,
and use that as a distributed lot of money ; money to be distributed in
every community in proportion to the population of the aged, and
they are about the same everywhere, about 10 percent of the popula-
tion is old and helpless. Let us put them on the pay roll; let. them
live decently and well, conscious of the fact that in so doing we will
be producing an infinite amount of business.

You need not tell me it is unfair to tax one portion of the people
and not apply that same tax to other similar portiomis of the people.
That is what we have been doing. We have contended for years that
if a gross income tax were applied to all incomes in this country,
corporate business individual incomes, and the nioney utilized for
taking care of the aged alone, we could reestablish prosperity at, once
in this country. but the contention has been on the part of the Gov-
ernment heads that to do this would be unfair; unfair to the pur-
chaser, the manufacturer, the distributor, but the Government turns
right, around and applies that tax to the lowest income group; the
group least able to bear it. The little wage earner at the bottom of
the heap is to pay a gross income tax, and it. promises to be very
heavy on him, 3 percent. Secretary Morgenthau has advocated even
a 15-percent tax on the expenditures of the little man. If it is fair
to tax the little man on his gross income, why isn't. it fair to tax the
manufacturer and distributor; lie has an opportunity to pass it on.
The little fellow has no such opportunity; there is nobody to pass it
on to.

Let us have a universal form of taxation. I believe once it is tried
out that it will supersede all other forms of taxation. Make every-
body pay for the use they make of the public markets. It takes the
effort of all of us to create and maintain that market; let's call it public
property and tell everybody who makes use of it-and that would
embrace all of us who make a living-let us say, "You have to pay for
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the use you make of this market a small percentage of what you
take in."

If we could have that in operation every 30 days this Government
would know exactly what business was being done throughout the
Nation, and who is doing it, and that would be mighty important.
If we can't have some -quitable distribution of this sort in America
the machine is going to destroy not only itself but is going to destroy
our civilization. Labor need not think'that they can cure the evils of
the wage system by shoving salaries up or wages up, for every time
they do so the employer puts in a labor-saving device to enable him
to throw a goodly percentage of his men off the job. That tendency
is growing faster and faster; with every new device we find this army
increasing. We are in this defense l)rogram, but this defense pro-
grant is not going to last forever, and it is going to plunge us headlong
into debt; the )rice of goods is going to be so high as a result of our
enormous l)ublic debt that, the peol)le cannot buy these goods; hunger
is bound to ensue; (estitution is bound to grow unless we forestall
that evil day by acting now and establishing a logical form of dis-
tribut ion inl America. It is upl to the Congress. Thle common people
are helpless just now; they won't be when millions of them go hungry.

I pray every day that this disaster may be averted; it is the prayer
of all humnity, seemingly, except the prayer of those who make the
laWS.

I think, gentlemen, that is all.
h'le CiMAM. 1. Mr. Sinith?

STATEMENT OF HON. MARTIN F. SMITH, A MEMBER OF CONGRESS
FROM THE STATE OF WASHINGTON

1fr. SMITI1. f1'. Chairman and gentlemen of tile committee. I con-
sider it a real privilege and pleasure to appear before the great Finance
(7onmmittee of the Selate on this occasion, and may I compliment the
members of the committee on holding these hearings relating to one
of the great social problems facing our Nation at a time when some
)eol)ie in this country are contending that we should devote our at-

tention and our energies exclusively the international questions and
the so-called nationaf-defense program. I am not one of these, and
aplarentl tie members of this committee are not, who believe we
should entirely neglect the social and domestic problems facing our
Nation (espite the fact we have this other emergency confronting us.
I think that we can profit somewhat from the experienice of some of the
nations in EuI'ol)e, and particularly France. It. is generally recognized
that the failure to consider the social welfare of a large segment of the
p~eop~le of France had considerable to (d0 with undermining thle morale
of the French people and contributed much to thle debacle and collapse
of France. Certainly we in our beloved country do not want to make
the same kind of a mistake and therefore I think that as ve go along
with our national-defense, program and do everything humanly pos-
sible to make it a success, we should also be considering questions such
as you have before your great committee this morning; and I am just
a little bit envious that these hearings are being held here on this
side rather than on the House side, because I think the glory is going
to be yours.
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I have been interested in this question for quite a number of
years. Before I came to Congress I served on the Washington State
Eagles' old-age-pension committee, with our senior Senator, Homer
T. Bone; the Moose lodges of our State were also very active in the
fight to secure the first oTd-age pension in our State. I le Eagles and
the Moose-I don't want to claim all the credit for the Eagles because
the Moose were in the fight from the very beginning and rendered
incalculable help.

Senator DAvIs. No; don't do that.
Mr. SMITH 'No Senator Davis; I am, as all of us are, deeply con-

scious of the leadership of that great fraternal order and yourself
personally in that connection. While the Social Security Act has
fallen far short of the expectations and anticipations that we had in
regard to it, nevertheless, I am not quite as pessimistic as Dr. Town-
send has expressed himself to be with regard to it, although I am in
hearty accord with him. I cannot very well overlook the fact as
an humble Member of Congress, and I do not think the American
people are overlooking this fact, that in 1935 when we embarked on
the social-security program, despite the fact that 42 nations in the
world already had some system of old-age pensions-the United
States, India, and China were the only powers in the world that did
not provide any form of old-age pension. In other words the citi-
zens of the great Republic of the United States were in the same
category as the Hindus of India and the coolies of China. I there-
fore say that both the Members of the Senate and the House of Rep-
resentatives are entitled to some credit for the attention and study
we have given to this problem during the past 6 years; we have
made a start and are trying to improve the legislation as evidenced
by these hearings.

I have been interested in the Townsend movement since its incep-
tion; have addressed its national conventions and meetings throughout
the country, and I think it provides a working basis for legislation
which would provide a more suitable plan than the present system;
that is why I am here this morning. Senator Thomas of Oklahoma,
and Congressman Homer Angell, of Oregon, and I have been meeting
for the past 2 months with consulting economists, and we have been
trying to assemble facts, because my brief experience in public life
convinces me that after all what our lawmakers are interested in are
facts. We are influenced by sentiment and by ideals, and properly
so, and it will be a sad day for America when we cease to be, but after
all we have to adhere to facts and we have to legislate on basic facts.

In our discussions, Senator Thomas, Congressman Angell, and my-
self have allotted to each of our group certain phases of this problem,
and it was decided that I should attempt to answer here this morning
this question: "Why a universal and equitable old-age pension after
60 years of age, geared to the national income?"

It is our opinion that we need a universal pension because (1) the
testimony of Dr. Marjorie Shearon has proved conclusively that as a
group persons 60 years of age and over cannot provide for themselves.
I think there is nothing particularly new or startling about that. The
leading life-insurance companies for years through their actuaries have
made studies of this phase of the problem. I think their studies have
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shown that over 85 percent of those who attain the age of 60 have no
visible means of support, so certainly that is a fact which cannot be
questioned. The committee have been provided, I believe, with chart
No. 7, which shows that of all persons 60 years of age and over, four-
fifths have less than the minimum for decency and health; that would
be 80 percent; and I believe the studies of the life-insurance companies
are 85 l)ercent, a very slight discrepancy there.

(Chart 7, referred to, is as follows:)
OF ALL PERSONS 60 YEARS OF AGE

AND OVER
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Soci/l e,,ie Adt..

CHART 7

Mr. S-1iT. (2) It is a financial impossibility for this group as
a whole to save enough for old age through investment. If someone
saves and invests, someone else goes into debt. If all our 13,000,000
senior citizens had been able to save enough to assure themselves
only $30 a month after 60 years of age, it would mean more than
the doubling of our total public and private debt. That is shown
by chart No. 8, and that to me is revealing and emphasizes a point
of which I am frank to say, I had never grasped the full sig-
nificance.

Mr. SMITH. In other words, in order to have a capital investment to
yield $360 a year at a rate of 21/ percent (see chart 8 on p. 38), you
would have to invest $14,400, and if we have thirteen and a half mil-
lion peol)le 60 years old and over who would have to make that kind
of an investment in order to yield an income of $360 a year, or $30 a
month, it would mean an increase in our national debt of $204,000,-
000,000. In other words, it is utterly impossible; it is beyond the
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realm of possibility to make the people of this country save and be
frugal and thrifty enough to lay away and have an investment at the
age of 60 so that they could have an income of $30 a month, and to
try to eke out an existence on that amount, which I think is impossi-

IMPOSSIBILITY FOR EVERYONE TO
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Source: Survey o/Curref tBus/Mess (Pf 15),Ae, /940
CHART 8

ble also, because that doesn't provide a minimum of decency, food,
clothing, and shelter such as we would like to have in this country.

As Dr. Townsend has so well pointed out, we have the greatest
natural resources; we have the manufacturing capacity; we have
the managerial ability; we have the skilled labor; the climatic condi-



OLD-AGE PENSIONS 3U

tions; we have the hydroelectric power; we have the intelligence; we
have the genius, we have everything that it requires to provide, not
a mere pittance, but an abundance and even a luxury for every man,
woman, and child in the United states. It is a serious reflection on
us, and on every man in public life, that we have the appalling condi-
tions of poverty, an(d want and destitution which have prevailed in
our grand country. We have no alibi; we cannot make an adequate
apology for it. It is a serious indictment to which we will have to
answer an(l should be properly answerable; we cannot escape it.

(3) If all the present 13,000,000 senior citizens had saved enough
to assure then about $30 a month during their 12 years of life ex-
pectancy, they would have diverted from the flow of money $65,000,-
000,0001 which is nearly three times as much as all the active money
we have in circulation today. 'See chart 9.)

IMPOSSIBILITY TO SAVE CASH
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That is an important point and a point I believe that Senator
Downey elaborated on in a speech before the Senate last year. It
is a fact that we are suffering in our country not only from idle
labor but idle capital. We have had this rapidly accumulating
fund of money which is seeking investment and could not find in-
vestment. ThIerefore, we should at the source siphon away some of
these funds through taxation and distribute them through old-age
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pensions and other means in order to get that money working and
make it a blessing instead of a curse to the people of our country.

If we were to try to follow Benjamin Franklin's 1hilosoph3 and
say to the people they should be thrifty and frugal, we have just
seen it cannot be done on account of the increase in the national
debt which would be necessary, but it would also take and divert
from the flow of money $65,000,000,000, which is three times nearly
as much as all the active bank deposits--not the time deposits, but
the active bank deposits and active accounts, commercial funds de-
posited in the banks of our country and the amount of currency
and coin and every other medium of exchange that we have in the
United States. It would be very" disastrous on account of that fact,
and that is a fact which we have to take into account, it seems to me.

(4)It will equalize income over the United States where some
States have twice as much income per capita as others. Thi., dif-
ference of income per capita is far from being compensated by a
difference in the cost of living. We see by chart 23 (see p. 41) that,
taking New York as a basis, the pricing of a monthly minimum
budget is $85, and the income per capita is $814. In Mobile, Ala.,
the same budget would cost 20 percent less but the increase per capita
is 68 percent less than in New York. A pension financed by a gross
income tax would fluctuate according to the volume of business trans-
acted in the Nation. With increased volume and rising prices, the
tax revenue would necessarily increase and cause an increase in the
amount of pensions paid therefrom. Consequently, the pensioners
could better meet the higher cost of living. Of course, falling volume
and lower prices would reduce the pensions, but there would be
neither privation nor gain from changes in the cost of living as at
present.

I ll'. SMITIi. We can afford an equitable old-age pension because,
first, we have the necessary production facilities. (See chart 1 p. 42.)
In 1940 we used only a fraction of our excess capacity. The Rational
Resources Board have recently completed a study entitled "After
1)efense-What?" with which you Senators are undoubtedly familiar.
It is a very illuminating stu]y indicating we have the productive
capacity whereby 'we can increase the national income, geared to
production in this country, to $110,000,000,000 a year instead of
$70,000,000,000, which is the highest we have had recently.

"Mr. SMITH. We may go up to $80,000.000,000 or $85,000,009,000,
perhaps higher this year-it is estimated because of national-defense
production. We have been depriving our people of the benefits which
would accrue from increased production. It is generally becoming

has not been produced. Isn't it a paradox, and worse than that: Isn'tit a crime that ossessing the facilities in this country to produce this
oreaty t Store of wealth and make it available to our people, yet we
ail and refuse to do it? Who can justify that Is it sanity Is it

reason? Is it logical or civilized? Authorities and the experts who
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have studied this question have come to the conclusion-and it is not
the mere ranting and dreams of visionaries, but hard-headed, practical
men who have devoted a lifetime to the study of these problems. Last
May my attention was called to a little pamphlet issued by the National
Association of Manufacturers. A seminar held in New York on
May 21, 1941, in which Senator O'Mahoney of Wyoming participated,
and it was my privilege to be there from the House side. Other
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members of the panel were Mr. Stuart Chase, economist and author;
Dr. Noel Sargent, secretary of the National Association of Manufac-
turers; Dr. Murray Shields, economist for the Irving Trust Com-
pany; Dr. Bradford Smith, Economist for the United States Steel
Corporation and Prof. Ray Westerfield of Yale University. Refer-
ence was made at that meeting to a pamphlet compiled by the National
Association of Manufacturers, in which they stated we could easily
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increase the production of this Nation to the extent of 10,000,000,000
a year without any trouble at all, and that solely in order to modern-
ize and bring up to date the structure of our industrial plant due to
inventions and discoveries of the past 10 years in order to take ad-
vantage of new improvements in machinery and equipment.
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Wouldn't it be wiser to increase to the maximum our produc-
tion, put all the able-bodied people to work and through a simple
system of taxation take some of the money and newly created wealth
and distribute it to the aged senior citizens of this Republic and
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provide them with purchasing powel? Is there anything wrong about
that? Is it fallacious; is it unreasonable; illogical, un-American?
Does it interfere with free enterprise? It is some such program as
this that is the only thing in God's world that will save free enterprise
in America; otherwise it will go down and down until it will exist
no longer. You have to judge it by its fruits. If the fruits are to be
vast unemployment, unutilized productive capacity, malnutrition,
distress and want, so that the Govermnent has to feed millions of our
citizens out of the Public Treasury, then free enterprise deserves to go
(town. If those who are interested in its perpetuation have not the
intelligence, foresight, and courage to solve these social and economic
problems and to realize that is just as important as lend-lease to
Britain or Russia, they alone will be responsible for the consequences.
I voted for every lend-lease measure, because I believe it is in the
interest of our own national defense, and I do not underestimate the
menace of Hitlerism to the United States, but these internal, domestic
problems are also menacing-

Senator DAvis (interposing). In normal times in 6 months with
all this machinery you could give us all the food we consume; in about
7 months all the coal we have been using; and you could produce all
the steel in about 8 months. Now, if you could get consumer power
for the rest of it, your regular annual income ought to be a hundred
billion dollars or more a year.

Mr. SM ITH. I think that is absolutely so, Senator I)avis; and why
shouldn't we do that in normal times? Is there any reason why we
shouldn't? Yes; we have to provide more of our people with adequate
purchasing power so they can purchase more pairs of shoes; more
suits of clothes, and have better furniture in their homes and purchase
tll the products of the factories and the mines and the forests of
this country.

Senator DAVIS. I remember the last war Labor Secretary saying
that the prosperity of this country was in labor and being criticized
by nearly all the newspapers in this country.

Mr. SMITiH. You made that statement when you were Secretary of
Labor, many times, I know, Senator. I think you made it in my part
of the country, in Seattle; and, of course, if we could put that 'money
in' the pockets of the old people and retire more of the people who
attain the age of 60, making jobs for perhaps, it is estimated, three to
four million of our younger citizens, the raising of the standards of
living all along the line would produce an improved standard of living
with its consequent increased and additional purchasing power that
,vould spell the end of most of our' problems and produce a real
prosperity.

Senator DAvIs. I recall one of the great New York newspapers
criticizing the Secretary of Labor at that time, and they got out a
special edition, probably the greatest edition of their 'paper ever
-published, and I took tlem up as to who would buy the advertising
if there wasn't funds in the pay envelope of labor to buy the products.

Mr. SMITI. I think that you had vision, Senator, and you saw the
real conditions away back there.

Senator DAvis. And you recall, too, that we had 40 billions of debt
in 1921; when it came to 1929, 20 billions of it was paid off.
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Mr. SMITH. And the only way to pay it off-and I am not alarmed
about our national debt, although it is something that we should cer-
tainly think about, but certainly in a country IIere we can l)roduce
$120,000,000,000 of wealth in 1 year-we do not have to get panicky
about a national debt of 50 or 60 billion dollars when we can produce
the equivalent of that in new wealth in 6 months if we utilize the
entire productive capacity of this country. The only way to pay off
the national debt is through production, and distribution.

Senator VANDENBERG. Well, Congressman, you were referring a
while ago to your support of various appropriations for lend-lease,
all of which are undoubtedly unavoidable but what do you think of
this recent promise of out' Government tiat in the post-war period
we are going to feed and clothe and make everybody happy in the
world? You rather impressed me with the idea we have quite a job
to do at home.

Mr. SMtITR. Senaor Vandenberg, I think we will have to give that
a great deal of thought and study, and certainly our first allegiance,
first loyalty, is to the people of America; and I think that. in our own
country we will have plenty of problems to deal with. If we can
help the rest of the world, I am for it; I know that we are all for it,
but certainly we will have to look out for the interests of America
first.

Senator VANDENnERG. That is a dangerous phrase, "America first."
Mr. SMITH. Well, I will say "America foremost."
The ratio of unemployment is nearly twice as much between 65 and

60 years of age as between 30 and 40 years; and this ratio goes on
increasing after 60 years of age. Dr. Marjorie Shearon testified that
about two-thirds of the persons between 60 and 65 years of age have
less than a minimum of decency and health.

Pensioners should be protected against fluctuations in the cost of
living. As the cost of living goes up, they would receive a higher
pension; as it goes down, a smaller pension. Thus, there would be
neither privation nor profit from the changes in the cost of living,
as I stated a moment ago.

That is shown by chart No. 10 (see p. 45) and shows it, it seems to
me, very graphically; if we increase the gross income from 440 billion
to 484 billion-prices or production up 10 percent-we would increase
the pension in accordance therewith, and that is a fact that cannot be
seriously disputed.

Mr. Simrx. Senators, that just about concludes my testimony ex-
cept that I do want to call your attention to a recent book, anld I hope
that it will receive a wide circulation. I have no interest in the
book; I don't know the author or publisher; never corresponded
with the author or never had heard of her until I read this book
which was passed on to me by Mr. Beecher Hess, the national repre-
sentative of the Townsend organization on Capitol Hill. The title
of it is "Years Are So Long," by Josephine Lawrence; and it
seems to ime that it is the Uncle Tom's Cabin of the old-age pension
movement in this country. I don't believe that any person can
read this book and not be deeply stirred and deeply moved.

Senator DAVIs. What is the title of it?
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Mr. SMITI. Years Are So Long, by Josephine Lawrence, and there
is a brief review of it, and I am going to ask the committee to permit
me to read it and have it incorporated in the record in that way.

Years Are So Long.
Honor thy father and thy mother-

Around this theme, the author has written a poignant story touch-
ing the life of every man and every woman.

High or low, rich or poor, everyone must some (lay face these
questions:

What do I owe my parents?
What do my parents owe me?

GROSS INCOME UP...
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Should my children or my parents come first?
Have parents the right to interfere with the lives of their children?
Do I have to support my parents?
Can my children be compelled to support me?
This Is the story of Barkley and Lucy Cooper, their children and their

children's children. It is the story of parents, old and without income and
without a job, who believed that their four children were morally bound to
support them. It is the story of the four children, who were not sure that
the responsibility was theirs but who had to face the problem.

Years Are So Long will make you laugh and cry, but it will also make you
'pause and face these great human questions.

I agree with every word of that review. I think it is one of the
most appealing books that I have read in a long time and it is based
on facts and I hope that many of our people will get it and read
this book. I hope that many of the members of the Senate and
House will read this book because, though in fictional form, it is

66064-41-4
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base(] on actual facts which exist in every community ill America
and presents a picture that we have all around us.

Senator D,,vis. Is the author of the opinion that the children owe
no responsibility at all to their parents?

Mr. SMITH. Well, in the course of the story of the experience of
this family, of this aged couple and their four children, and with their
grandchildren, it shows how extremely difficult it is, Senator, for the
children to discharge their obligation to their l)arents under the present
social and economic Conditionis prevailing in our country. While
soome of them are disposed to (10 it-they want to help-immediately
there rises early in the story the problem as to which of these four
hom,,s these aged people should go and whether it would be better for
some of the children to make a contribution toward their support.
and have them live in a little private apartment or home of their
own. Finally it comes down where they have to go to an institution
when they are separate(] and one goes to an institution and one
remains with one of the children. In the very beginning what grips
you the most is the disillusionment of the old couple. ihey thought,
Senator, that there would be rivalry, a contest almost, between the
four children as to which of them would want their parents to live
with them. That is really what the old people thought. They had
talked this over between themselves and they were undecided as to
whom of the children they would really favor, and then when they
come to have the family conference--and that is one of the most
dramatic incidents in the book and wrings tears from your eyes-
the children just felt that there wasn't anyone who could take them
in, because they had their own children to rear and financial obli-
gations. One was paying on a house, another on furniture; one
had been out of employment, and had just gotten back to work; and
it presents the real picture, not overdrawn a bit, which exists in
millions of families today, and I know myself and I can venture
that every one of you on this committee knows of scores of cases
in your own community where that same condition exists among the
families in the lower financial brackets.

Senator DAvIS. I will just say this: That the Moose doesn't believe in
the separation of the aged; they take both of them and let them live
to gether; one is not left one place and the otter another; they provide
for both of them. Our local lodges have local autonomy. They can
participate in the discussion of old-age )ensions if they desire.

Mr. SMITH. Yes; they provide for both. You know, one of the things
that is most disappointing is that in practically all of these public
institutions they have dormitories-you knov, separate dormitories for
the women and for the men-and for the first time in their lives they
separate there aged couples. That is cruel and it is inhuman, it is
unchristian, and it is uncivilized, and it is a blot and stain upon the
fair name of America.

Senator DAvIs. You would do well if you would get a report of the
survey of the l)oorhouses of the country. If you A'ant to read about
the housing conditions in some of the poorhouses, you will shed a tear
as you rea.

Mr. SMITH. Yes; and I have gone to some of these institutions, as
you undoubtedly have, and have seen with my own eyes conditions
tuder which these people live: Six or seven weeks ago I went out to
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Blue Plains, this monstrosity, tits terrible hell hole-and that is all
it is-conducted by our Govermnent for the aged who live almost
in the shadow of the dome of the Capitol of the United States.

Senator DAVIS. I have tried to get a mnunber of Congressmen and
Senators to go out and look at it.

Mr. SMITH. Why, the most heart-rending spectacle you could ever
see in your life, and I haven't the figures, hiut I would like to l)ut a
statement in the record of the meager l)roviion made for food and
clothing, and situation there generally. I think the average is only
about $8 or $9 a year per ca)ita for clothing, and for food it is about
26 cents per day, or about $8 per month.

The CII1MAN. You (an put it in the record.
(The statement referred to is as follows:)

"TIlE , A'lEfI(cAN WAY" IN TIlE NATION.\L CAI'ITAL

Blue Plains Home for Ihe Aged and Irlirn : Wlite Iaea, 142; white w\'omen, 55;
(olored Ilne, 238; colored women, 155; total innate s, 5110.

Per 40apita budget, 24 cents to 26 cents per day ; clolluing budget, $5,00) per year,
or $8 to $9 per capita; average age, (4 years; equipment is that which has been
cast off by other instinitions as unfit for use; dises Pre o( and broken; kitcheu
appears dirty a1(d titiy, all old cast-off equipment. 'rh refrigerator is a "hole
in tile wail." unpainted, (irty, and nrot a fit 1)aice for food.

Annual approlriatiti for personnel, salaries, e... $89,101) ($2,001 temporal ry
labor) ; sulerinte(lent, clerks, general eniployees; staff of 70 to care for 500
innates.

Annal appropriation for inalteraace purposes, $0,060 (for food, $44,000 out
(if $90,000).

One doctorr and one registered nurrsp on (ity.
Inniates housed In dormitories, separatineg buildings for men arid woniet,

couple are divided.
Ol iron beds that were used (Iurirg the World Wa' inl a Government hotel or

(ortailry [low ill rise here.
Location of home, odor of sewage treatment pairt on that side of river.

Mr. SnTH. Thank you. The figures are so low it is appalling and
disgraceful. The filtl, dirt, and unsanitary conditions are terrible to
behold. I recall thit practically all the equipment they have out
there was donated to them and came out of old dormitories that we
had for service men during the World War; and their cast-off dishes,
everything that has been discarded as junk from other institutions.
They have old, broken, cracked dishes they are using there. I was
there and saw the hole in the wall where'they kept food, supposed
to be a kind of refrigerator or ice box-a hole in the wall white-
washed and they had some food there, foodstuffs, meats. To think
that these conditions can prevail here almost in the shadow of the
dome of the Capitol! Furthermore, it is located where all the fumes
from the garbage at Anacostia is wafted there into the nostrils of
these unfortunates. I could smell it. What a disgrace it is; what
a disgrace, and yet wye are responsible for it; we permit these con-
ditions to exist; and, Senator Davis, as you well said, they have ex-
tisted in every part of the United States, and some of our great
fraternal orders have done so much to focus attention on those con-
ditions. I was the first dictator in Hoquiam, Wash., of Lodge 910,
of the Loyal Order of Moose, 29 years ago, and am familiar with the
grand work of our great fraternity is doing at Moosehaven for the
aged, just as you have done for the children at Mooseheart.
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Senator DAVis. They changed that; they don't call them dictators
any more.

Mr. SIMITH. They don't, call them dictators any more. Senator.
no; that might be misunderstood. They are called governors now,
I believe.

Senator George and Senators, I want to thank you very nmch, the
chairman and the members of this great committee, for the hearing
you have granted us on this legislation, and your courtesy to me. I
Lave no misgivings as to what your committee is going to do; I

know you are going to give this whole problem very earnest and
serious consideration and that you realize this is one of the most im-
portant problems facing this country. I repeat again, in all our
eagerness to help other nations, let us not forget the interests of
our own aged people in this country who have for 4 decades, most
of them, and some of them longer, toiled to produce the. America that
we have today; they have. contributed their toil;. they have given of
their lifeblood to build the America that we have today. They have
develop led our countryside, cities, constructed our highways and im-
prove(d our waterwvs, built our homes and factories. In their old
ago they should be without any financial worries; they should have
a decent provision of food and shelter and clothing and they should
be able to enjoy reading good periodicals and books, radio, and they
should enjoy all the comnforts of our modern civilization which the'
have substantially aided in creating.

The ("mIxmnAN.. Mr. McMasters, (o you wish to be heard?
Mr. MCMAsTERS. I (1o, Mr. Chairman. I note with regret the itti-

avoidable absence of two gentlemen from my State, Mr. Walsh aml
Mr. Lodge.
The CHAIRMAN. I think perhal)s Senator Walsh is engaged in an-

other hearing, and I believe that Senator Lodge is in the military
service right at this time.

-Mr. MCMASTmS. So I understand, Mr. Chairman.

STATEMENT OF WILLIAM H. McMASTERS, CHAIRMAN, NATIONAL
PENSION COMMITTEE, BOSTON, MASS.

Mr. iMNICASTERS. Gentlemen of the committee, if I am to be of
any assistance to this committee, it will be along the line of com-
l)riliensive proposals rather than in the discussion of social theories.
I shall, therefore. direct myself at once to those concrete sugges-
tions with which I have identified myself during the past, few years.

I favor the immediate rel)eal of practically the entire Social e-
curitv Act. If we establish a National Pension Act embracing all
citizens who reach the age of 60, and make the amount of their
monthly allotment sufficient on which to live in American com-
fort, we will no longer need the intricate machinery that now is
necessary to carry out the complex l)rovisions of the Social Security
Act. A'uniforn national pension of $60 minimum per month and1
a ceiling of $75 per month for every citizen reaching the age of
60 years will settle the whole problem of pension legislation. If the
maximum of $75 per month makes ami appeal to your committee,
as adequate, the next question comes on.how this amount may be
raised without interference with our financial structure. I feel
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that there is a safe and sane method of financing that has yet to
be tried, nationally. I refer to the idea of levying a straight 2-
percent tax on all business transactions consummated for profit
within the United States. You will readily see that every transac-
tion that ought not to be taxed is eliminated in these words "Con-
summated for profit." Ri ght here we require mathematics in order
to establish the ainount that may be raised under this provision.

Two years ago, when I appeared before the Ways and Means
Committee of the House on this same subject matter'of legislation,
the gross dollar value of business turn-over in the Nation was esti-
mated at 600 billions of dollars. Today, due almost entirely to the
acceleration of business resulting fromn defense spending, ve have
mounted to 800 billions of dollars in annual business turn-over. In
that enormous figure is included wages, salaries, wholesale and retail
sales, transportation, building construction, manufactures, in fact,
every one of the transactions that make up our national business
economy. A universal tax levy of 2 percent would produce 16 bil-
lions of dollars annually, if applied against an 800-billion-dollar
turn-over.

I desire to call to the attention of the committee the fact that
this tax is to be collected monthly and distributed monthly. There
is a wide difference in the effect of a monthly tax collection and a
yearly tax collection, even though the same gross amount is involved.
Once we have set in motion a monthly collection and distribution me
balance our national economy.

While it is equally true thiat we do this in anl annual tax )ro1-ram.
it is safe to say that a monthly readjustment is more easily made
than an annual'effort. It is imi)ortant that we give serious thought
to the monthly collection and distribution in my proposal. We now
advance one step further and estimate the amounts needed to estalb-
lish the system of pensions that will meet with general ap)prov'1

If we are correct in our estimate of applicants, there will be
approximately 8,000,000 citizens who will come under the provisions
of the bill filed by Colgressman Casey of Massachusetts on my behalf
and others, H. 1. 4013. The full requirements of this act call for
$600,000,000 per month; 2 percent on our l)resent turn-over will pro-
duce 11/3 billions monthly.

As the requirements of our National Pension Act call for only
$600,000,000 per month, there will be a revenue surplus of about 700
millions per month. I 1do not need to inform this Committee on
Finance that this amount can readily be absorbed in any one of
several current programs of the Goiver-ment. I am so definitelyy
committed to the soundness and the equity of the tran.saction-tax
idea that I am surprised that it was not a(lopted long ago for all
governmental financing. I base my conclusion on the proposition
that our national economy is elastic and always solvent. We can
just as readily do business on 98 percent of capital as we can on 100
percent. But when we consider that we are not actually consuming
this capital but merely transferring the amount collected from one
source to another through the established medium of money, I am
convinced that once this method of taxation is put into effect, there
will be no dislocation of any sort in our economic structure because
of it.
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I am rather surprised to find the administration and the Treasury
Department worried over the present trend toward rapid circulation
of funds among the people of the Nation. Only 2 years ago the lack
of money in certain quarters was cause for worriment. Now, because
of vast spending programs, we have the worries in reverse. I heartily
agreed with the former expressions of concern. I wanted to see more
prosperity in circulation. I certainly am not much concerned over
the present widening of our business turn-over. And I would not
favor trying to stop it by taxation. Taxation should be used for
acceleration, if possible, aiid not for retardation of wealth distribu-
tion. I am positive that it can be used most advantageously, espe-
cially when its machinery is applied directly to the distribution of a
reasonable amount per month among 8,000.000 of men and 'Women
citizens who do not now receive enough on which to live according to
the accepted standards of American comfort.

Every recent suggestion along tie lines of legislation of any nature
has generally carried with it the idea that it would aid in the de-
fense of the country. It has become almost, axiomatic. Along that
line, I now suggest a straight National Pension Act, to be financed
by a monthly collection of 2 percent of the business turn-over of
the Nation, will do more for national defense than all of the other
defense measures so far brought to the attention of this committee.

I feel that I cannot overstress the value of this pension proposal.
No stronger arm of defense can be envisioned than a prosperous and
contented people. If democracy is to become something more than
abstract theory, it must do in i1ractice those things that totalitarian
governments fail to do for their people. If we can finance the democ-
racies of the world, we surely can finance our own.

If our vast, resourceful economy can be used as an instrument
that will better distribute the wealth of this great Republic. then
we should not hesitate to use it for that laudable purpose.

To levy a tax of 2 percent on every transaction will not disturb
the economy of the country, even though it may disturb the theories
of those economic fallacists who do not yet know the elasticity and
strength of our Federal Reserve System or the power of the 130,-
000,000 of present and potential citizens on whose loyalty to our
Government it rests.

A bountiful nature has been lavish with us. We should no longer
delay improving the methods of better distribution of this vast
bounty. A national pension such as I have suggested, in amount
and effective at the age of 60, together with the repeal of all State
assistance acts and most of t he provisions of the Social Security
Act, will do wonders for the morale of our entire society and even
more wonders for the balancing of our national economy.

In conclusion, I would like to call to the special attention of the
committee the very significant fact that in the conservative State of
Massachusetts, only 1 month ago, the veto of our Governor on the
broadening of the laws on old-age assistance was overridden by a
legislature made up of large majorities of his vown party in both
branches. The whole tren in the Nation is in the direction of a
wider spread of democracy in practice. I thank you.

The CHAIR3&AN. Any questions? (No response.)
Thank you very much.
Mr. Howell, you are of Keyser, W. Va.?
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Mr. HowiEL. Yes.
The CHAIRMAN. You may make such statement as you wish.
Mr. Howuji.. Well, I had nothing prepared, but I want to tell

you I am a pensioned railroad conductor, put in 41 years on the
railroad, and I receive $44.05 a month pension, and my neighbor
next door to me with 2 years less experience gets $113.20; and I
just wanted to show you the inequality that exists, not only in thfis
one instance but all over the country.

The CHAIRMAN. How long were you on the road?
Mr. HowELL. 41 years.
The CHAIRMAN. Continiwat¢y4+-
Mr. HowEmL. Yes.
The CHAIRMAN iid you retired on a pension ok$44.05?
Mr. HowELL es.
The CHAIR N. How did that coiin,.aobut?
Mr. How . I was ret zed 12"years agg before the IPtv went into

effect. A hat time i~t.a voluataryi;nothing compul,*y at thattime. 4-' , 19 4, %ir

The AIRMAN. j see; you were-veitred un~er"he company system
before e enactilt'fof -th'aiRoad 3eti meni Act?

Mr. owxuL. Yes. j R. _11,
The HAIRMAN. And that gct eludess h# efits of it fr(i thosereceivi pension -om com nPan$ W loyee~]ans?
_ Sena or-LA FO ,.m ha- d o ! $jn employment at certain

date sp ified int e act to eligib-'

The OHAIRMN. Wha..k yoht,,v, uc for bringing tlg to the
attention If the committee. It. hbeen boughtfto the aontion of
the comm tee, and we know jo iaa.resultd iw great itl uality on
the part of .ose who went~out just iniPediaty before t (@ enactment
of the 1ailroJ RetiremenIt Act. ....,

Any other w!tlesses who desire to be heard? .
Mr. JoHisoN. ..

-The CHAIRMAN. "Wbere are any other ssjtfass who desire tofile a paper with the con"itt ,4h so by passing it to the
clerk of the committee, who in turn will give it to the reporter.

All right, Mr. Johnson.

STATEMENT OF ARTHUR L. JOHNSON, NATIONAL EXECUTIVE
SECRETARY, GENERAL WELFARE FEDERATION OF AMERICA,
WASHINGTON, D. C.

Mr. JOHNSON. Mr. Chairman and gentlemen of the committee,
my name iN Arthur L. Johnson; I am national , executive secretary
of the General Welfare Federation of America, with offices at 945,
Pennsylvania Avenue NW., Washington. I have been here for 5
years in Washington devoting my time exclusively to this matter,
and I speak on behalf of a steering committee of 160 Congressmen
who have signed the steering resolution in full support of the Gen-
eral Welfare Act, otherwise known as the General Welfare Act
amendments to the Social Security Act. It is before your com-
mittee in Senate bill 1178, and it is the only other general pension
measure before your committee except Sen'ator Downey's measure
N.o 1193. In the House it is known as H. R. 1410.
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There are seven sheets of congressional signatures here to show
a widespread interest on the House side in this matter, and on the
Senate side there are six Senators who have indicated support, so
this mieatsure has real strength and is the leading pension measure
before the Nation, with many Congressmen advocating its enact-
ment and organizations passing resolutions in support of it. We are
getting them all the time. The Farmers Union was the last to sup-
port the measure. At its national convention in Topeka a resolu-
tion was passed just 2 weeks ago in support of this measure.

Now I am not going to take up the time of this committee to go
over and rel)eat the statements which I made last August before the
special Senate committee to investigate the old-age pension system;
it is part of the record, and I hope you gentlemen will take the time
to read it. I devoted a great deal of time to the preparation of that
testimony and to the tables therein, and they are the result not only
of my own endeavors, but the endeavors of everyone I have con-
tacted within the past 5 years who appeared to have particular qual-
ifications to speak on this subject, and the figures there are figures
I tried to get from Federal departments in most cases, and the tables
set forth therein contain data which I hope will be of benefit to this
committee. The comparison of the various pension measures are also
there and I believe valuable because I know you gentlemen do not
have the time to sit down and analyze all the various pension meas-
ures that will come before you and I know you want to have their
essentials at your fingertips.

Now, I have no quarrel with the advocates of other pension plans.
I do take issue, however, with some of them whose contention it is
that the transfer or passage of money from one pocket to another
will create prosperity. 1 noted with interest Dr. Townsend's state-
ment that "Nothing except the passage of money from hand to hand"
will create this prosperity.

Well now that, of course, is a fallacy; that doesn't produce wealth.
The mere transfer of purchasing )ower doesn't produce wealth, and
I want to try to guide the members of this .committee away from this
fallacy. Money is a mere medium of exchange and it does not
multiply or increase by being transferred from hand to hand. When
you take from one and give to another no new wealth is created.

We should look at the thing from the pension angle. The pension
problem would be on our doorstep today with 9,000,000 needing
pensions and only 2,000,000 getting pensions-and those 2,000,000
getting on an average of only ;20 a month, Federal and State-I say
the pension problem would be at our doorstep today if we had not
had any pension agitation whatever.

Congressman Smith said he was working on legislation in the
State of Washington that the Eagles introduced or sponsored. Well,
the Eagles introduced similar legislation in the various States and
the pension measures adopted were based on need and were State
measures until the Social Security Act took the matter over some 6
years ago and contributed 50 percent of the money paid to these
people in need.

Now, there have been various charges made about the Social Se-
curity Act. I am not here to criticize. The gentleman who spoke
a few moments ago, Mr. McMasters, said he would like to see the
essential portions of that legislation repealed. I think it is a marvel-
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ous thing: I believe that this act has within its four corners the
greatest instrument for extending aid to our population of any legis-
lation passed. It gives real social security to one-half of our people
today; the only trouble with it is that the other half is without it.
Let's not take away that half, but extend the act's coverage to all of
our people. In a nation founded on the proposition that all men are
created equal, I don't see how we can justify giving it to certain
groups and not others. I therefore say the Social Security Act is a,
marvelous piece of work; that if it is not adequate now, it can be
made so; it will gradually become so. Our social gains must be pre-
served. We must not move backward in our attempt at social re-
form; we must move ever forward. The Social Security Act stands
out as the greatest stride in "the progress of mankind toward real
economic security in the history of the world. I am covered under
that act now as an office worker and I take it that many of those here
are likewise covered. Those receiving benefits under the act, those
groups are gradually being extended.

First we had civil-service people getting pensions; then the rail-
road people, and the office and industry personnel. They are getting
pensions and in some cases they are those who may least need it. The
best paid of certain groups have gotten pensions through one means
or another, and now we are here to plead with you gentlemen to
extend the system of pensions under this contributory annuity system
to others. I don't think that America can exist half slave and half
free in this field. There are some 14 large groups--set forth on page
247 of the report that Senator Downey referred to yesterday-
who constitute the "haves" and a like number who are being denied
the benefit of this legislation. You have before the Senate now two
bills that will extend the veterans' pension benefits and give the recip-
ients a flat $40 a month; and yesterday the House passed a bill put-
ting you gentlemen under the pension system if you care to take
advantage of it. I am under it, as I said, as an office worker, and
the thing I consider inequitable is the matter of the tax. I am only
paying one-fifth of the present pay-roll tax of 5 percent; my em-
ployer pays the other four-fifths; one-fifth for social security and
three-fifths for unemployment compensation. In other words, we
have a 5 percent pay-roll tax, and Senator Downey has brought out a
thing that I have contended for for all these 5 years I have been
here; namely, that the part of that tax paid by the employer is a
consumer's tax and is passed on by and large to the general public,
as was conceded by all the experts who testified before the Ways and
Mkfeans Committee'at the extended hearings 21/2 years ago, which hear-
ings consumed some 2 months. Everyone who testified there conceded
that by and large the 4 percent pay-roll tax paid by the employer is
passed on to the general public, so that the general public pays that
tax, and so when Senator Downey included general pension benefits
in his bill, which is in the record, that is something we ask this com-
mittee to give attention to. In other words, I am covered; I have
quadruple benefits. P have a temporary pension awaiting me if I
lose my job. At my age I can go over to the unemployment office
here in the District and collect compensation for some 21 weeks.
That is a temporary pension, and it is within the four corners of
the Social Security Act, title III.
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Under that act f have a pension at 65, a permanent one ; and my wife
has a pension at 69, and there is a fourth benefit. If I should happen
to pass away, there is a survivorship that goes to my widow and two
little children, and my widow would draw a pension of $70 a month
right now; although I have been covered for but 5 years and paid
$200 or $250 into the fund, they would draw that payment for 15
years, until Arthur, Jr., arrived at the age of 18 set in the act. In
other words, they would draw about $14,000 and I have paid in about
$201) to $250. Now, I get qutadruple benefits; the only benefit I don't
get is if I should happen to step out in front of an automobile or
become sick with some chronic disease, tuberculosis or some such
affiction, my family in that event is not covered. There are about
3,000,000 sick people and cripples, the blind, who are unable to sup-
port themselves, that the Social Security Board is giving attention
to, which is a fine thing. But we do feel that there should be some
semblance of fairness and consistency in extending the benefits of
the act and that farmers, housewives, domestics, nurses, students,
church employees, institutional employees, many Government em-
ployees, businessmen, professional ien, the self-employed, and the
unemployed should be covered.

Now the fact is the unemployed are even helping to pay that four-
fifths of my social-security tax, and they get no benefits while I get
quadruple benefits, as I have stated. Now, until we come to a flat gen-
eral pension, we think there should be no arbitrary denial of the belie-
fits to these groups I have mentioned.

I notice that Dr. Marjorie Shearon made this statement:
Under such a system we should nt be thinking In terais of $25 or $50 a month,

nor In teris of niluinium Iudget, whether imml1inAumo( of subsislence or Imliillnm
of health aid decency, but rather in terms of what we van produce-

and then she added-
The essential problem is not money.

1 disagree with that. We do not get the money out of Ihi air;
every cent copies out of the l)ockets of tie people in one way or motlier,
and iCongressman Smith made the statement when Senator Davis asked
him about. the statement which lie had made while Secretary of Labor,
to the effect that. the prosperity of the Nation is in the pay envelope of
the worker; the more income, the more prosperity there is, Congress-
man Smith said:

If we (oild but put it the hands of the old people this sime money too, vP
wouhl have the same thing.

Well, that little word "too" refutes the whole argument and exposes
the fallacy of the plan. You cannot have your cake and eat it. It is
suggested under the Townsend plan that a payment of $50 be made to
each annuitant, which would be $7,000,000,000 per year; under the
McMasters plan that amount is $75, which would require $12,150,-
000,000. Of course, at $200 a month it would be about $36,000,000,000
a year. All those amounts have been given and it is proposed that
there be a guaranty even of $60 a month, or $9,600,000,000 per year.

Now, you gentlemen know that this Congress is not going to raise
$9,000,000,000 by taxes when it has only raised by taxes three billion
and a half for national defense. That is about three times as much
for pensions as for defense. Well, they say, "you are raising billions
for defense," but remember when it comes to the raising of money by
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taxes that is a different thing from a pprol)riating the money. We
are not trying to ask anything unreasonable. I think Senator
Downey's bill is within reason and we are )ack of that bill if we can-
not get the General Welfare Act amendment which provides for a
$30 a month minnmmn ; if we cannot get that we are certainly interested
in seeing Senator Downey's bill go through, which would give $20 to
our senior citizens and step it up to $30 l)er month 2 years from now.
He has taken a sound anl logical approach, one that deserves com-
mendation. It was said here we shouldn't be thinking in terms of
$25 or $50 a month. I say we should be thinking in terms of the
best we can do in view of the fact that we are in an international
emergency; that should be taken into consideration, and if we can get
$30 or even $20 as a starter that would be fine, and I don't think it is
going up to any fanciful figure. because the tax loads cannot be carried.
Now, every cent, as I said tlmt goes to the old people las to come from
the consuming public, out of the pockets of our farmers and workers.

In his testimnony, Dr. Townsend says he wants to tax business, but
he said that business has the opportunity to pass this tax on. Tlat
is just it ; do you realize the full importance of that statement? It
will be passed on by and large and the workers will pay it. He men-
tioned the soldiers and workers, but you cannot take it away from
them and give it to the old people anl still not take away from their
buying power. They will have less to spend, as pointe(l out in tlhe
Townsend Weekly; they do have less to spend for shoes, automobiles,
radios, gas and oil, by'reason of the ledlctions made for Social Se-
curity; to that extent the pmmclmsing power of the worker las already
been reduced. The same applies to the Townsend bill or any of these
measures which is going to take it from the workers and l)ut it some
place else, there is no magic in that. and when Dr. Townsend tells you
that nothing produces wealth except the passage of money from one
hand to another. that shows the fallacy of that plan, and I hope you
gentlemen will waste no time in considering this cruel hoax om the
aged. As Senator Downev has so ablv stated. we have to tild the
proper tax to sil)l)ort a system of general plensions. Semntor )owney
hasn't worked that out fully; it has to be left to tile future. Tempo-
rarily, lie wants to utilize the pay-roll tax on the theory that one-half
of itis now paid by" the public. I'would go a little fm'tri and say that
fouir-fifths of it is paid by the general pul)lic, because lie didn't con-
sider uenemploymnelit'com sensation. He wants to utilize the pay-roll
tax temporarily. Well. if that is done. the system is in effect. It
will be a simple matter later to switch over to a proper tax basis. As
Senator Vandenberg l)ointed out yesterday, you couldn't have ovn-
etal pensions financed that way and'still keep) the actuarial basis sound,
so it would only 1(old its over imt il we could arrive at wbat was found
to be the best way of handling it.

"Now, I was very much interested in reading a statement in the
paper by yourself, Mr. Chairman. about 2 weeks ago wherein you
stated that before the committee went into the last revenue bill you
recognized that we would have to come to a withholding tax in order
to raise the money we need, but that you did not want to have it apply
to wages alone; it should apply to all personal income. That is
coming. I don't agree with the transaction tax; I think it is a vicious
thing. I stayed up late last night until early this morning and pre-
pared some figures that I want to present to you, which will con-
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vince you that the transaction tax is the most vicious tax that could
be devised. Hlere is what it does: You take a lawyer earning $4,000
a year and you levy a 2 percent tax on his income, that is $80 he would
pay. Take a grocer-and I am stating these figures in order to show
that to have a sound basis von must take out the cost of the material
sold-if you don't, you will have a vicious tax-

Senator rArr (iuterliosing The lawyer wo id have to charge a
little more to his client.

Mr. JoiINsON. Yes lie would. Now, you take a grocer. lIe sells
$10,000 Worth of goods and assume he ils $0,00 for thore goods,
he clears then as a gross profit $4,000. Now. that is all lie gets. le is
on the same basis as this lawyer theoretically being charged 2 percent,
yet you charge him a total )f 5 percent because lie is paying on the
full $10,000, and he has to pay $120 more than the lawyer, sO you
have the lawyer paying $80 and the grocer $200.

Now, let's come to the Townsend plan, which takes out the first
$3,000 and see how that works. The attorney would draw $4,000 and
with the $3,000 exemption his tax would be $20. Take the grocer, 1e
would have a deduction of $3,000, so as to leave $7,000. Now, lie would
have to pay a tax, assuming he took in a gross income of $10,000, he
would have to pay a tax of 2 per('ent on $7,000, or $140. Ile would
pay $140 and the attorney who was making the same gross profit
would pay only $20. In other words, the grocer would pay seven
times as much as the lawyer.

Now, take another tra(le or business, the jeweler..and these three
illustrations will show how this thing works in cases where a party
has to pay a large price for anything he sells. Take the jeweler.
Say lie pays $9,000 for the jewelry lie sells for $10.000. In Some ovu-
pations there is about a 10 percent margin, as gross profit. If he
pays L9.000 for the jewelry lie sells for $10.000, lie has just $1,000 left
ats his gross profit. Now,'his tax on that would be $20, but lie would
also he taxed on the $9,000, $180, so he pays $200 as against the lawyer
who pays $20. In other words, he pays a 20-1iercent tax and the lawyer
a 2-percent tax.

Senator TArr. It sem. to me the analysis is wrong; that the trans-
action tax simply accumulates and puts everything on the ultimate
consumer. If you have a 2 percent tax. I would think it wonl turn
over at least five times anyway and the lawyer would pay it in his
food and clothing bills just'the same as the grocer. The lawyer would
pass the tax on the same as the grocer. As far as the imiimediate tax
is concerned, both will pay the same tax.

Mrl. JOHNSON. But they actually have to pay that 2 percent on their
gross and that would drive many businesses out because it would
amount to 20 percent.

Senator TArr. It is assumed that would be passed on.
Mr. JoHNsoN. Well, of course, if it was to be paIssed on. that would

be anotlier matter lut that is simply a pyrainiding of taxes which
makes the transaction or gross income tax in our opinion the most
vicious tax that could be devised to sustain a pension system, as it
would be a tax upon tax on the same product, a tax which the con-
sunmer or common man would very largely have to pay out of his
meager purchasing power. Dr. Paul Studenski, called by Jerry
Cooper of the Ways and Means Committee. stated that if .you took
out the cost of the material, goods, or property sold, you eliminate
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the vice of this tax. Now, we immediately dropped our bill at that
time and put in a new bill adopting that idea, In other words, we
are trying to get sound ideas and incorporate them in the bill we
present. Now, you tak3 in the case of Jewelry, a jeweler that would
Ue taking in, say $100,000, under the Townsend tax, or gross income or
transaction tax-there isn't any difference between thein-he would
pay out $90,000 for the jewelry he sold. If the amount of the jewelry
sold was not de(hcte( lie would' pay ia tax of $1,9-10, whereas the lawyer
would pay $140 on the same real income, or 194/io percent as against
11 percent.

Now, take the case of a broker, a broker selling stock to the extent
of a million dollars a year. Suppose he would pay $990,000 for that
and clear as his gross'profit just $10,000. The lawyer would pay a
tax on $10,000 at 2 percent or $200. So that oil the same basis this
broker would be paying on a million dollars and he would pay a tax
of 200 percent instead of 2 l)ercent, and it would drive him out of
business, lie would have to quit. When you tax under the plan Mr.
MeMasters presented, there isn't any exemption, you would tax
everybody, even the man who would pay 11 or 12 cents, you would
have some fifty or sixty million taxpayers.

We propose to take out first, the cost of the material, the cost of the
goods sold, and then take out the $960 a year exemption. We believe
there should be an exeml)tion of the first $80 a month so as not to tax
the low-income group; in that way you would have just $180.80 on
$10,000 gross profit or "value added"'as a tax for the lawyer. and the
same tax for the businessman. In other words, yoll wouldn't )e taxing
him on the material that goes through his hands; there isn't any money
in that, that is merely something he has to lay out, to buy that material.
So these are figures'which provide illustrations where you get a 200
percent tax for one person and a 2 l)ercent tax for another person. It
is so inequitable that that form of tax camnot be considered sound in
any sense. I think you gentlemen will find as you go into the problem,
you will find that you must take out first the cost of the material. Con-
gressman Larrabee, who introduced our measure in tle House, and I,
when we appeared before the Ways and Means Committee on May 12,
reconnendedl a 5 l)ercenmt gross i)rofits tax, the first 3 percent to be
allocated to defense and the balance to Federal annuities. We believe
that is sound and that we are coming to it. I think your statement was
very appropriate and that we are coming to that form of taxation. I
think that when you come to consider a withholding tax and attempt
to a)ply it to manufacturing and sales, 'vou must take out the cost of
the material or property sold or manufacture(, that is the essential
difference between our plan and these other propositions you have
listened to. We tire trying to get a tax basis that will not pyramid as
these others will. It will pyramid to a certain extent, but if you tax
the full value of the materials every time they change hands, you have
a very vicious proposition that no tax expert has ever advocated.

Senator TAFr. You certainly do not get a fair result from the plan
you describe. In one industry you might have 90 percent in material;
mi another industry 50, and in another 10 percent; I can't see any
equity or equality in that set-ip.

Mr. JoiNsoN. Of course, there would be some inequalities; they are
bound to appear in any phmn.
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Senator TAr. In one industry there may be 80 percent material
while in another only 20 percent. You certainly have never heard of
a gross-l)rofits tax that varies with every kind of business and opera-
tion.

Mr. JOHNSON. Well, we have a net-profit tax.
Senator Tkr. Yes, of course; but you are not deducting the cost

of material which might in one instance amount to practically nothing
and in another a very substantial amount.
Ml'. JOHNSON. Of course, there will be. some inequalities, but if you

don't lake out the cost of material you have the most inequitable form
of taxation. I realize it is not perfect, but I also assume that it is con-
tenplated that the tax will only be paid, or should only be paid on the
gross s proit and not on. the sale price, yet unless,: the cost of the good'
is deducted the inequalities wbich I have described will occur.

Senator TAF-. The ordinary grocery has a mark-up of 20 percent
a jeweler of 100 percent. The difference in the cost of doing business
in the different fields might be very substantial.

Mr. JoHisoN. If the jeweler has only a 10-percent margin, as some
of thet tell me-

Senator TAr. No; ordinarily a jeweler works on a 100-percent
mark-up.

Mr. JoHNSOX. There are some that have just a 10-percent mark-up
in some liies, I am informed.

Senator (LARuK. It is not gross profit at all unless you take into
consideration the cost of the material and the cost of (ldoing business.
How (all there be any such thing as taxable profitt unless you permit
the cot of doing business to be deducted; that is not proit that goe"
to individuals. or a profit that the individual can dispose of. It seems
to me that the teri "gross profit" is a contradiction in tern.

Mr. JOHNSON. It is the gross )rofit over and above the cost of mate-
terial goes that goes through tlie man's hands. The lawyer is taxed
on his gross lprofit-

Senator Tr'Ar. Oil, io; the lawyer is not taxed on his gross )rofit, not
at all ; he takes other deductions for the cost of doing business.

Senator CLARK. For his books, desks, and telephones, rent, and
so 01.

Mr. ,JohxsoN. Yes; that is on the net, but if it is on the gross-and
the proposal here was a 2-percent gross profit or "value added" tax
which the lawyer would pay on the entire amount that goes through
his hands, an(d not his net i'ncome-that would be different . Now. if
you tax the net income, then, of course, you have to have a much higher
rate and therefore, a graduated income tax, but that could not be
brought to cover enough persons to pay the senior citizen $30 a month
as a flat annuity. You would have to(double the present income tax.
especially the lower brackets, to get. enough money. You can't double
tile 74 percent in the top brackets. Nor is it fair not to tax the unsuc-
cessful businessman, who gets just as much l)rotecti.on from Govern-
ment its the successful man.

Senator CLARK. Aside from the rate, isn't there some basis in equity
in taxing what people actually receive rather than taxing on some
basis that doesn't have any relation to what they receive?

Mr. JoiNsoN. That is undoubtedly true.
Senator CLARK. Then the assumption of the transaction tax would

be that they didn't pay it but passed it on.
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Mr. ,JOHISON. That would be true. In som eases they could and
ill some cases they could not, but then it becomes a pyramiding propo-
sition, ia snowballing, a repeated tax omi the san1le goods. BV taking out
the cost of materials we (do avoid that pyramiding process, and we feel
that is a stel) forward in the taxation field. I)r. Studenski calls it a4ivallue a(lded tax. Yo take a straight transaction, say a real estate
man that hlys a house for $9,500 and sells that house for 19,0i0; $9,(J00
)asses throligh his hands and he has a loss of $500: yet lie has to I y

$180 tax oi that, although lihe sustains a $500 loss. Noww, we (don' t
tax that at all; w v would tax him, however, if he bought that house.
for $),500 and sold it for $10,000, and that tax would ie oil the $,500,
and that would b1e $10 instead of $180. That, of course, would be a
more equitable proposition. I don't say it is perfect, but it is tihe near-
est al)proa('h ilider our coilmlicate(d system, and the tax experts I
have talked to are commending that form of raising revenue; and the
Ways and Means Committee eXlerts commended that tax as an equit-
able proposition, but I am glad to give thought to sonie of those in-
stanlces v'll mention as n ot being equitable because we don't want to
have anyN provision in the bill which cali be iml)roved on before
enactment.

Senator T,F'r. I think your statement contel)lated 1a genera l re-
tail sales tax.

Mr. JoHIsoN. Of course, that was mentioned this morning, but
doesn't that fall on the ultimate consunier and the little i mmn who
would have to pay that tax? In other words, if three of mis went in
to Imy some goods an(d one of us was a Iiiillioniaire--

Senatoir TAFT (interp)osing). I am only suggesting tourl tax would
be the sae; the effect would he it would finally alnnlt to a sales tax
except it is likelyN to he pyranided a little as it goes o,

Senator V,\Ni)ENIBsi(. W'e were talking abolut a mnaniufactuiirer's sales
tax, that is a totally different proposition from the retail sales tax.

Mr. Jo iJ oN. Yes; I understand. We feel that this tax does have
the making of a sound tax base so far as it can be made equitable
under onr present taxation systeill. Of course, it is just like Tops-
it has just grown-the same as the State pension, and there hasn't been
any revision of the tax system to conform with what tile States are
doillmg. We will have to get to that sooner or later, but pending that
time we (1o feel that a great deal more equity would be had by elimi-
nating the tax oii the materials which merely piass through the hands
of the seller than if vou taxed all the material, with consequient pyra-
miling, which woul;l not result in anything hut the consumer paying
that tax. We believe that should le all brought into our aninuty sys-
tem. We are not asking that the workers be exemlpted from plarticipa-
tiol iii these paVments. We ask that everyone pay a little, directly or
indire('tly, luringg their producing year., which will automatically
entitle them to these benefits at the retirement age. We further feel
that if it is good for one-half of tile population to have these benefits
it is likewise good for the remaining half of the population and, there-
fore, we commend to you for eonsi(Terat ion this bill.

As I said, if you can get started on any other basis, we are not
wedded to this form of tax, and if you try out Sniator Downey's
proflosit ion of diverting some of this money collected from the general
public, aind to which everyone contributes, then later on a system of
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taxation which is more desirable and which better meets the needs of
this particular problem can be worked out.

The CuHAIAN. You have elaborat':d your whole proposal in the
testimony taken by the subcommittee?

Mr. JOHNSON. Yes; I think I have covered the subject very thor-
oughly there. I want to reiterate that we are not wedded 'to any
feature lere. I am here to answer questions, and I have tried to
follow the suggestion made by the experts over there, and if there are
any bugs in the measure we want to have them taken out before they
come up for consideration in either the House or the Senate.

I t" ank you, and ask the privilege of here inserting two additional
exhibit , into the record, marked "Exhibits I and II."

GENERAL WELFARE FEDERATION OF AMERICA

EXHTIBIT I.-Tax table showing inequities in taxing materials in addition to
gross profit or "value added"

IlBasis: In each case it is assumed that the man paying the tax has earned $10,000 per year over and above
the cost of any goods or property he sold]

Nature of tax .......... Labor only taxed:
'Fax where no
goods or materi-
als Involved. as
In the case of an
attorney; added
value $10.000

General Welfare Act $180.80.or l$Ioper-
tax: Tax of 2 percent cent of added
oil "added vale" or value or real in-
gross Drofit (gross in- conic.
come less cost of ma-
terials, goods or prop-
Vcrty sold). less first
$600 per year.

Townsend plan tax:
Tax of 2 percent on
gorm or total Income,
including cost of ma-
terials or goods sold,
less first $3,000 per
year.

Full gross income tax:
Tax of 2 percent on

os or total income,
neluding cost of ma-
terials or goods sold.

$140, or Ifo per-
ceit of added
value or real in-
come.

$200. or 2 percent
of added value
or real income.

Inequity illustrations in cases where labor plus materials
taxed

Case No. 1: (lods
sol cost $15,000.
or 6O percent of
total gross in-
conic of $25,000;
added value
$10.000.

$180.8O, or l to per-
cent of added
value or real in-
come.

Case No. 2: Onods
sold cost $90,000,
or 90 percent of
total grosq in-
conic of $100,000;
added value
MtO.000.

$10.80, or Ilo per-
cent of added
value or real in-
come.

Case No. 3: Goods
sold cost $900,000,
or 99 percent of
total gross in-
come of $1,000,-
000; added value
$10,000.

$10.80, or llo per-
cent of added
value or real in-
come.

$440, or 4o per- $1,940,orletloper- $1,40, or 199io
cent of added cent of ad(led percent of added
value or real in! value or real in- value or real In-
come. come. comie.

$500, or 5 percent $2,000, or 20 per-
ot added vatue cent of added
or real Income. value or real In-

come.

$20,000, or 200 per.
cent of added
value or real in-
come.

EXIItI II.-Table sltoting hotv a gross income-teax levy would tax a 1088

jBasis: A real-estate man buys a house for $9,500 and sells it at the prices Indicated below]

General Welfare Act tax-2 percent ........... ..... None $10 2
Townsend-plan tax-2 percent ............ __ ---. $180 ----------- 200 20
Full gross-income tax-2 percent ............ ....... .. 180 . 200 20

NoTE.-It Is unsound and grossly Inequitable to tax a loss In any case. An "added value" tax never
taxes a loss, as there Is no added value in the case of a loss. It is true that a man may be taxed under it
whether he makes a net profit or not (after paying his operating exlenses), but it must be remembered
that he has had just as much protection and service from the Oovernment as has the mal who makes a
net profit. It Is but fair that lie be taxed. otherwise he gets the services of the Government free of charge
ani the successful huMinesman pays the tax for his unsuccessful competitor, who may have sustained the
loss through chiseling tactics or unfair trade practices of the worst sort. A net income tax puts a double
load on the successful businessman, whereas a tax on valee added" taxes al. In proportion to the use
made of the public market.

I



OLD-AGE PENSIONS 61

The CHAIRMAN. If there are any other statements to be inserted in
the record, I repeat again you may hand them to the clerk. I see here
a representative of the Social Security Board; I presume you would
not have anything for the record at this time?

A SPECTATOR. None at this time, Mr. Chairman.
Senator DOWNEY. May I ask this: Do I understand that this now

concludes the hearings in this matter?
The CHAIRMAN. Yes. Wd will recess until Wednesday, December

10, 1941, at 10 o'clock, to take up other matters.
(Whereupon, at 1: 45 p. in., the committee adjourned until 10 a. in.,

December 10, 1941.)
(The following statements were ordered entered into the record:)

STATEMENT BY HoN. ELMER THOMAS, UNITFI) STATES SENATOR FaOM OKLAHOMA

1. Since the beginning of this year, people receiving fixed Incomes such as the
present social-security pension, have seen their pension cut 10 percent through
a decrease in the purchasing power of the dollar, without any comparable de-
crease in their needs. If we bad a stable valued dollar, this situation would
not occur. (See chart 13.)

COST OF LIVING G0ES UP.....
THE PENSION GOES DOWN

JUNU0o NE,

100%

$50

042.50
CHART 13

The stability of the value of the dollar Is a most desirable condition, not only
for pensioners but for all citizens. In the following we will show the desirability
*of stabilizing the dollar value without going Into any specific recommendations.

2. A dollar can buy more or less wheat. (See chart 14, p. 62.)
A dollar can buy more or less goods and services, sold at wholesale (sold In

the first transaction). The purchasing power of the dollar or the value of the
dollar can be measured in any terms. It Is generally valued or measured In terms
of an aggregate of the wholesale prices of 900 commodities set up In an index
called the wholesale price index. (See chart 15, p. 62.)

3. The dollar value as indicated in this chart Is ,le inverse of the wholesale
commodities price index, taking 1926 as a base year. Therefore, in 1926. ex-

66004-41-5
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A DOLLAR BILL...
IS A DOLLAR BILL...

Bu t d buys M4ORE or LESS...

CHART 14

A DOLLAR BILL...
IS A DOLLAR BILL...

But ds Exchanqe Value
luduates in terms oh..

WHOLESALE PRICE INDEX io%

ioooW

9O1

CHART 15
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change value of the dollar as valued in properties, was $1. (See chart 16.) In
the past century and a half, we have had about 13 extreme ups and downs of the
dollar value. In the past three decades we have had four extreme ups and downs.

DOLLAR EXCHANGE VALUE
GOES UP AND DOWN

1800 1o 20 ,o 4o #o

WHO'S IIURT?

Praclcally el
z1S. people

6o io do 0o oo io iO 0 40

WHO CA NS?
The few Speculators
In, control o' large
,aunds and itside
t form#attof

source: Srapk exhibited At I/S. serrate
by Se,/Wor /fmeTI/ots, Ai- 25,193 7

CUMM 16

In other words, there has not been a decade In which we have not had an extreme
up and down In the purchasing power of the dollar. These ups and downs hurt
everyone except the very few speculators In control of large funds and Inside
information. (See chart 16 and chart 17, on p. 64.)

. C6 ti ^/ *.67

01.5s
81.00
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UNSTABLE DOLLAR
DURING LAST THREE DECADE5

1910 920 1930 1
So-Ace: d,th exh/b//ed /, £(. 5.v'a4

4. 5e, 'u.. f/mar Thoms, Afar 2,1937

CHAir 17
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4. When the value of the dollar goes violently up, as In the period 1929-33, It

hurts the debtors, the farmers, and the producers of raw materials, such as oil,
lumber, and coal. (See chart 18.)

PURCHASING POWER GOES UP
PRICES DOWN

#1.70

1.60

1.50 l

1.40. /

1.20-

19 29 30 31 52 33

WHO'S Nt/A'TP WHO GAINS ?
Debtors Crediors
Farmers wage e.n iwers (,>'sa/ar/Pk

are /tot reduced
Pvdauces rwmater,;/s Savit/gs Accounts

:e.:oi,/ lumbr, coa/) Peusiottrs.

Source:. 6rah exAlhite' /n Z/$ Senate
JySen . £/' fi'.a" , . Afr 2 1 837

Cnsarr 18



60 OLD-AGE PENSIONS

5. When the value of the dollar goes violently down, as in the period of 1938-36,
it hurts the creditors, the wage earners if their wages are not raised, the owners of
savings accounts, life insurance, and the pensioners. (See chart 19.)

PURCHASING POWER GOES DOWN
PRICES UP

$1.70

1.60
1.50

t.40 -

1.30

1. 20

t19. 1934 i98 t936

wflo /-/Iug ?Wr Ios i/fT
Ceiars

affron, (Icv"#7r6

WA/O OAIN ?
Deb/ v

o/4, coa/)

. re . 6r4a ex/,4idMC0d.' 15 sea/le

CuAnr 19
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6. If It were not for our great amount of long-term debt (debt over a year's time
and longer), the dollar could be stabilized at any level or value. This total long-
term debt, public and private, has varied little In the past decade. The per capita
debt from 1929-39 has only varied from $1,300 to $1,400. (See chart 20.)

TOTAL PUBLIC AND PRIVATE DEBT

$170 B M **I
160 B ;;Too

150B 
000

. .uco ?ruip of C?/ttonL' Buin

o -,CIlw 0I
Cu nT 20
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7. Pending a stable valued dollar, various corporations have a clause whereby
their wages fluctuate with tile cost of living. For instance, the cost of living
varies 5 percent, a $30 a week wage would become $31.50. (See chart 21, p. 68.)
Among these corporations are:

Electric Storage Battery Co., Detroit, Cleveland, Philadelphia, and San
Francisco.

New York Shipbuilding Corporation, Camden, N. J.
Great Lakes Engineering Corporation, River Rouge, Mich.
Associated Cloak and Suit Manufacturers, San Francisco, Calif.

The Pension bill, H. R. 1036, now before the House of Representatives, provides
the same safeguard for pensioners by having their pensions fluctuate with the gross
national income. This gross national Income fluctuates in the same direction as
the cost of living, and the cost of living fluctuates directly in harmony with the
changes in the value on purchasing power of the dollar. (See chart 10, p. 69.)

PENDING STABLE DOLLAR
INCOME FLUCTUATING
WIT//COST OF LIVING

005%

{oo% /

#30

CHA T 21

OUTLINE OF TESTIMONY BY REPRESENTATIVE JEIRY VOORHIS OF CALIFORNIA

QUESTION: WHY 15 THE ESTABLISHMENT OF A NATIONAL SYSTEM OF OLD-AGE PENSIONS
IMPORTANT IN PREPARING TO MEET TilE POST-WAR ECONOMIC PROBLEM?

In a short time our Government will be expending in the neighborhood of
$25,000,000,000 or $30,000,000,000 a year on armament. For a time and for
a part of our people, this will bring about prosperity and employment.

But what happens to those with fixed incomes who are beyond the age where
they can expect employment in high-speed industry? They are going to be
even worse off economically during this boom than they were before--due to
rising prices, unless some provision is made for increasing their incomes. As a
matter of simple Justice, therefore, we should proceed now to establish a
national system of old-age pensions.
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Whereas Justice and fairness dictate the importance of doing this now, the
very economic welfare of the Nation as a whole and even the preservation of
our constitutional democracy will absolutely require it when peace returns.

If we are to avoid the most terrible economic collapse in history, if we are
to keep our people employed and our farms and industries busy and prosperous,
we shall have to make up by developing other sources of consumer buying power
for the loss of the $25,000,000,000 or $30,000,000,000 of Government defense
expenditures. Otherwise, our markets will fail utterly to provide outlets for our
production, which by that time will have been expanded to the greatest possible
extent.

Unless these means of sustaining our consumer demand are formed and
applied farm prices will collapse, our industries will languish for want of a
market, and, worst of all, It Wl, W vildst . that though we could put our
men and resources to f4 ,lse in producing W hpons of war we could not do
-so in order to provI0:the necessities of life for our people in peacetijae nor

M3ROSS IN COME V .
PENSION U..

oil.!44081..,

f ,5, ,.. I

85 8Peision 93j' VoM

PRICES OR PRODUCTION UPIOZ
CHAn'T 10

to help rehabilitate a war-torn world. Let us resolve that that will never be
said of America again.

Our task, in a sentence, will be to provide a flow of peacetime consumer buy-
ing power large enough to make up for the decline of Government spending
on armament. Either we will do this or we will face a very likelihood that,
for all our effort to save democracy on the International front, we shall lose
It In the misery and confusion of the aftermath.

How shall we do this?
The method of a huge public-works program has 6een suggested. Indeed

it is about the only thing that has, so far, been talked about very much. No
-doubt to some extent this method can and should be used, but it cannot by
any stretch of the imagination meet the situation.

However, we need a method that we can live with from year to year, which
will furnish a constant core of sustained consumer buying power on which
our producers can always depend, and a method that will benefit all parts
of the Nation and all groups of our people equally.
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What method other than an old-age pension fulfills all these conditions? I do
not know of one. A national system of old-age pensions will provide a flow
of purchasing power in every State and every community of the Nation. It
will not cause a part of the people to become dependent on relief and thus to
become an outcast group devoid of hope, and gradually losing their grip on
life. Instead It will provide a decent retirement system for the whole Nation,
with all groups of people and geographical regions treated alike.

The objection, of course, that will be raised is that It will cost too much, but
from the standpoint of the whole national economy, It will cost nothing, since
every dollar of the pension payments is quite certain to be immediately spent in
the markets of our own country. If the tax that is used to support the pension
system be a sound one, It can be used to channel otherwise idle money into the
stream of active buying power. It Is most important that this be so.

What better answer is there to this problem of poverty In the midst of possible
plenty, to the ridiculous dilemma of modern man-possession of a productive
machine that exceeds the wildest dreams of past ages, but being unable or
unwilling to put into effect the means of decently distributing this abundance?
In it not true that part of the people can produce enough for all? Since this
is true, is there any other group except those in the later year of life who can
be given an Income without being employed, without bad social results ensuing?
I believe not.

Nor can the problem of need in old age be solved In any other way. For even
if all our old people were able to save and invest enough to maintain themselves
at $30 a month In their declining years, it would require an addition to our
public and private debt of $204,000,000,000 to satisfy this investment demand.
(See chart 8, p. 71.)

Because of time age of potential abundance in which we live, because of the
necessity for bold measures to meet the economic problem that we will face with
the return of peace, and for the sake of simple justice, we should go forward to
establish a national system of old-age pensions in America.

And we should do It now.

STATEMENT OF REPRESENTATIVE HOMER D. ANGEL, OF OREGON, FEDERAL RESPONSI-
BILITY TO OUR SENIOR CITIZENS

Mr. Chairman and gentlemen of the committee, I appreciate this opportunity to
appear before you and to make some observations on the proposed legislation
making financial provision for our elder citizens. As a Member of the House, I
would not presume to do this except for the very great interest I have in trying
to help In any way possible to find a solution for this serious problem confronting
as, and except for the further fact that I have been a member of a group of the
House which has been studying this problem for more than 2 years and we have
arrived at some conclusions which I believe may be of interest to you in the study
of this problem.

It is not my purpose to discuss all phases of this problem, but I would like, with
your permission, to make some general observations and to discuss the question as
to how the Townsend proposal fits into the national-defense program and our
post-war economy.

At the outset, I am firmly convinced, based upon the study to which I have
referred, that there should be enacted a Federal law providing reasonable assist-
ance to all of our elder citizens over the age of 60 years who otherwise would
he in want, financed on a payas.you-go basis, which in broad outline is the
Townsend proposal, H. R. 1030, introduced in the House by Representative O'Con-
nor January 3, 1041.

In seeking a solution there are two objectives: First, providing adequately for
the aged: and secondly,* maintaining our national economy unimpaired. In ap-
proaching this problem it is essential to consider the number of persons falling
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IMPOSSIBIL ITY FOR EVERYONE TO
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within the age limits of (0 years and over. I call attention to the following table
giving this data:

Means of support of persons 60 year of age and over, 191

Percent
Number ave dis.

tribution

Total number of persons In the United States................................ 13,00,000 100.0
A. Self-dependent ................................................................. 0,24,000 45.1

By reason of:
I. Current earnings .................................................... 2,700,000 ..........2. Ravints, real estate, or securities ..................... 2,325,000.
SFederal State, and m cnicipal pensions or insurance payments ........ 708, 000.

4. Industrial and other-private pensions ................................ 142.000.
5. Insurance annuities .................................................. 34,000 ..........
0. Other resources ...................................................... 25, 000 ........

B. Dependent ..................................................................... 7,630,000 54.9
1. Supported wholly or partially by puhileor private social agencies..... 2,986,000 21.5
2. Dependent on children, other relatives (including spouse in some in.

stances), and friends (Ovholly or almost wholly) ........................ 4,650,000 33.4

Source: Marjorie Shearon, data submitted at hearings before the Speelal Committee to Investigate the
Old.Age Pension System, U. S. Senate, 77th Cong., 1st seas., 1941, p. 215, revised as of Nov. 30, 1041, to
include data from 1940 census.

According to this compilation, while there are 13,900,000 persons in the United
States 60 years of age and over, there are 7,036,000, or 54.9 percent, who are
supported wholly or partially by public or private social agencies, or are de-
pendent on children or other relatives and friends wholly for their support.
Furthermore, there is a considerable group of approximately a million persons
classified as self-dependents who derive their support In whole or In part from
pensions of various sorts. It follows from an examination of these and other
statistics showing the means of support of persons 00 years of age or over,
that the major portion of the group are now being supported by society or
relatives or friends.

Dr. Marjorie Shearon, In her studies, concludes that of all persons 60 years
of age and over, four-fifths get less than a minimum for decency and health.
(See chart 7, p. 73.)

Dr. Shearon is an outstanding social-science analyst In the United States
Public Health Service. She was formerly on the staff of the Social Security
Board and prepared the economic brief for the defense of the Social Security
Act In 1937. Her experience qualifies her to speak with authority on this
subject. In considering this problem the marital status of the persons involved
Is desirable. The following table gives this information:

Estimated marital status of persons 60 and over, Jan. 1, 1940

Marital status Total Male Female

Total ............................................................... 13,200,000 6,600,000 0, 6(00,000
Unmarried ........................................................ 5, 900. 0 2, 10,000 3,800,000
Married ....................................................... 7,300.000 4,00,000 2,800,000

Spouse under 60 ................................................ 2,100,000 1,000.000 200,000
Spouse over 60 .................................................. 5,200,000 2,600,000 2, O0,000

Source: Estimate by Robert 1. Myers, of the Social Security Board, memo dated Feb. 14, 1939.
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MONTHLY MINIMUM FOR DECENCY AND HEALTH

What is the amount required for a minimum for decency and health of the
persons falling within the provisions of the proposed law? It has been deter-
mined by a number of investigators considering this subject that a minimum
requirement for a couple over 60 years of age is $85 per month. This is the
amount arrived at by Dr. Shearon In her analysis of the problem, as shown by

OF ALL PERSONS 60 YEARS OF AGE
AND OVER#5~ tez LESS

for DECENCY
and HEALTH...

SaAv es. A ,./ ar e o ar ,

CHART 7

the following table, and I understand Is the minimum requirement given by
the National Resources Planning Board in Its release Family Expenditures in
the United States, table 60, of June 1941:

CIART 3

Monthly minimum for decency and health, for a couple over 60

Food ----------------------------------------------------------- $30. 00
Shelter ------------------------------------------------------ 35. 00
Clotiiig --------------------------- ----------------------- 6.00
Transportation ------------------------------------------------- 5. 00
Medical care --------------------------------------------------- 3. 00
Recreation ------------------------------------------------------ 1.60
Personal care ----------------------.. ----------------.. ------- 1.50
Tobacco ------------------------------ ------------------------ 2. 00
Reading ------------------------------------------------------- 1. 00

Total per month ------------------------------------------- 85. 00
Sources: Dr. MarJorie Shearon, Social Science Anal)st, National Resources Planning Board, "Fanily

Expenditures In the U. 5.," (table 60) Juno 1941.
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It is of interest to note in this connection that the recent Gallup poll on old-age
pensions shows that the American public in response to the question, "What do
you think is the smallest income per month that a couple over 60 years of age
needs for a decent living in your community?" answered, $73. This is arrived at
by averaging the answers throughout the United States. The South obviously
was considerably lower, namely, $59. The West Central States gave a similar
sum as the South. The West and the New England and East Central States gave
the higher sums of $74 and $78. The following chart shows the results of the
poll by geographical sections:

G ALtUPPOLL
on OLD-AGE PENSIONS

s wthat 01 pr ken fr NATIONALMe smallest i. .me per AVERAGE:
M ngthat a coupover 060 #ea, fat" a d ve
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$oure, 6411160 P04l

CurAuT 2

This poll shows that 01 percent favor Government old-age pensions and the
majority approved lowering the age to qualify to 60 years.

The American Institute of Public Opinion on December 4 released the following
survey, showing that 4 out of every 10 families In the United States lack sufficient
purchasing power to provide proper food:

"The fact that nearly one-half of all young men called up by the draft are
rejected or deferred from full military service because of physical defects raises
the question of just how fit the American people are. Shocked by the high ratio
of physical defects among draft registrants, President Roosevelt has said that
national health is one of the most pressing domestic problems facing the country
today.

"Since medical authorities trace a definite relationship between diet and phy-
sical fitness, the institute has conducted a survey among American families to
determine how many believe their health suffers for lack of money to buy healthful
foods. The results reveal three disturbing facts:

"1. Throughout the Nation as a whole, approximately 4 out of every 10
families-or a total of about 12,000,000 families-say the health of their families
is suffering because of insufficient money for proper food.

"2. This situation shows virtually no Improvement over a year ago, despite the
increase in national income. In a similar survey in December 1040, 40 percent of
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all families reported lack of money for food necessary for the highest health
standards, while today the proportion is 39 percent.

"3. The situation In the lower-Income levels of the population-famIlies earning
less than $25 to $30 a week-is particularly acute. Of all families below that
level, 57 percent are conscious of diet deficiencies Impairing their health.

"The following question was put to a carefully selected sample of adults
throughout the Nation:

"'Would the health of your family be better If you had more money to spend on
food?'

Today Year
ago

Health would be better ------------------------ percent.. 89 40
Health would be no better ------------------------------- do-.... 01 0

"The results In the Income groups under $25 to $30 a week are as follows:
Peroent

Health would be better --------------- .----------------------------- 57
Health would be no better ------------------------------------------ 43

"The Institute survey asked next:
"'If you had more money, what foods would you spend it on?'
"Following Is the list of foods which those families who say their health suffered

from lack of money would buy If they had more money:

Families
National, earning be-low $28 to

$30 a week

Percent Percent
"Meat," with beef mentioned first .......................................... 45 46
"Vegetables," with small number mentioning potatoes .......................... 33 84
1Dairy prodcts," with two-thirds mentioning milk and the rest eggs ........... 33 841" ruits ........................................................................ 30 so
"llread cereals ................................................................. 5 4"Sugar content foods" ........................................................... 2 2
Miscellaneous ................................................................... 22 22
Didn't know .................................................................... 8 T

"Some persons named more than one item, hence the total Is more than 100 percent."

Not only is one-third of our people underfed, underclothed, and Ill-housed, but
two-thirds of them are unable, with their present Income-an average of $69
per month per family-to supply the necessities of life. A study made of the In-
come of the United States during 1035 and 1930 by the Government ' discloses these
startling facts with reference to our national colsumlnig power and the deplorable
economic condition of our people; 4,000,000 families, or 14 percent, had an average
Income of $312 a year; 8,000,000, or 27.5 percent, had an average income of $758;
and 7,000,000 families, or 23 percent, has an income of $1,224. Two-thirds of
our families had an average Income of only $820 a year, or $09 a month for an
entire family. These disclosures show not only a lack of purchasing power but
underconsumptIon so critical as to threaten the health and welfare of a large
portion of our population. The Americasn family Is still the keystone of American
democracy. If the American way is to endure, we must preserve at all costs
the economic and social security and independence of the American family. If
It falls, the whole structure falls. This study further shows that In the lowest
Income families 14 percent received only 0 percent of the food, and 42 percent of
the families received only 26 percent of the food. Tite low-income group spent
approximately a dollar a week per person for food-about 5 cents a meal-
whereas the families receiving $100 a month spent more than twice as much, or
$2.18 per person a week for food.

If families in the age groups participating In Industry are unmble properly to
provide food for their own families, they cannot be expected to furnish mainte-
nance for their elders who are denied the opportunity to receive any Income. If
these workers are in such a plight what may we expect the condition of the unem-
ployed over 60 years of age to be?

'This survey was made by the Bureau of Labor Statistics and the Bureau of ITome
E':conomics with the collaboration of the national resources committee, covering incomes
In the United States during 1035-8.
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AERnttIVA'S GOAL IAS BEEN MAXIMUM OF PRODUOTION WI'rt MINIMUM OF EMPLOYMENT

We In America are proud of our achievements in the development of our pro-
duetive enterprise and tihe processes perfected under mass inachine production
which enable us to produce the essentials necessary for the maintenance of our
people oil a scale of living never obtained by any other organized society. By
the development of technological processes nnd mass machine production we not
only are able to provide for the needs of all of our people, but we can do so and
are doing so with the utilization of only u portion of our population who are
able and willing to work In productive activities. It Is reported that production
in 1931 approximately equaled that of 1921), but 1,000,000 less workers were
employed in Industry. The United Mine Workers of America recently reported
that within it 5-year period 25,000 men and wonen were relh'ised from the steel
industry alone, due to improved methods and labor-saving devices requiring less

employees, and that much larger numibers would thereafter be released by the
adoption of improved labor-saving machinery. I an informed that 19 men in
the automobile Industry are now making tile same nnler of blocks that were
made by 250 men 10 years ago.

Recently I inspected te Grnd Coulee reclamation and hydroelectric power
project in tile Kate of Washington. This is tile greatest iuan-ilide structure
ever conceived and built. . When comllieted it will be iliret, tlnies ihe size of
the B gypilan pyramids which 36l0,0WR) slaves took 20 years to luld. The Inmense
concrete daim being constructed across the ('olumblih itiver, the sl'coild largest
river in the United Stites, is netariig colmliletionl. It will provide 1,980,ototo
kilowatt-hours of electrical energy and , ater for reclhillllg 1,2t5J,(5)O acres of
land. Tie sand and gravel going into the iltii1 Is taken front the hills several
miles distant by huge electric shivels. The illltelilal is reotiived by itehililcll
belt conveyors to the sizing and walshling points, a1d from there to the storage bins.
One mail Inl the control tower by ilaans of mechanical devices transfers the st1nd,
four sizes of gravel, cement, and water to the mixing bins which are weighed
attoniath ally li correct proportims to form the concrete pursualnt to Federal
spec:fleatIons. The concrete mixture is theit carried by Itichlines to lhe ilimni
where huge cranies mechnicilly dump It Into tie, srutuire. Through the per.
fected machines and mechanical devices used lin tills process, One nitit Is able to
do the work which without tile ithinclies would require *)00 or imlore Iiiborer4.
This Is a typical example of what is taking place throughout Industrial Anterica
today.

As a result of our Ingenluity and accomplishments Il adapting sclentlfl'
processes and power machinery for mass productim, otr workers have not only
been able to produce a much greater volume aind virlety of goods than heretofore
to provide food, clothing, and shelter, as well as a higher standard of living
for our people, but In the process we have eliniited at large segment of our"
pol)pulatlon froil participation ii tile processes. As a result, and (1410 to other
con~trlbutlng factors, fronl 1029 to the beginning of our 11ltlOnl-defellnse program,
5O1 10,000,000 or more of our workers were uinable to find eniploynient il
productive enterprise, and even now with the Inereased deninnd for nlanpower
in natlonal-defense production, we still have 4,00t0lU00 or wtore uteniloyell
workers. These calculations In the main do not take Into consideration that
larger group of uniemnployed who are 04) years of age or over, mUost of whom
are diel'd the right to participate lit productive enterprise. It is interesting
to note that the United States census for 1890 shows that at Mitit time 75 il'cent
of all our people over 05 years of age were gainfully emnploycd. At the preselit
thne, its I have already pointed out, 80 percent of our citizens 00 yelrs of age
or over are uinible to obtaitn tite iilininull for decency lund heallth.

The science of production its submerged tIle science of dlstrlmih)1n. The very
achievement of our goal, nmiximum of productllu with mlnlillinlt of 'itnlllll(iit,
has undermiled our economy hy reason of our falhur'e to provide that (listribution
shall keep patce with production. Production his filled our stores, our graleriles,
our warehouses with foods, clothing, ilind other necessities of life, bit Il so dohll.g
has robbed the eustomrei' of the power to hurchnse. As a result, we lve hld tilt'
spectacle of our Government buying lip lilgi. 4hullil ties of th' ileecessites of
life or paying the farmers and producers to destroy them, or not to prodclie
then, at the sante time millions of our people liwk food and thing to mahtitaln
a bare minimum of decency and health.
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I call attention to an observation of the United States Supreme Court in a
decision written by the late Mr. Justice Cardozo (Jlc'rering! v. Datvis, 301 U. S.
61--(141), which sheds much light upon this distressing probehm confronting us:

"Spreading from State to State, unemployment Is an ill not particular but
general, which may be checked, If Congress so determines, by the resources of
the Nation. If this can have been doubtful until now, our ruling today in tile

-Case of the Stciard Machit, Co., smtiro, has set tie doubt it rest. But tile
ill is all one, or at least not greatly different, whether men are thrown out
of work because there Is no longer work to (1t or because the disabilities of
age make them incaimable of doing it. Itescue becomes necessary irreslective
of the cause. The hope behind this statute Is to save men and women from
the rigors of the poor house as well as from the haunting fear that such a lot
awaits them when journey's end Is near.

"Congress did not improvise a judgment when it found that tile award of old-
age beellts would be conducive to the general welfare. The President's Com-
mittee of Economic Security made tin Investigation and report, ildcd by a
research stai of Government officers and employees, and by an Advisory Council
mnd seven other advisory groul)s. Extensive hearings followed before the
house Committee on Ways aini Means, and the Senate Committee oi Finance.,
A great mass of evidence was brought together supporting the policy which
finds expression li time act. Among the relevant facts are these: Tile number
of persons iln the United States (15 years of age or over is Increasing propor-
tionately as well as absolutely. What is even miiore important the number of
smuch persons unable to take (,are of themselves is growing at ia threatening
pace. More and more our population Is becoming urban and Industril Instead
of rural find agricultural. The evidence Is impressive that among industrial
workers te younger men and women tire preferred over the older. In times
of retrenchment the older fire conmnonly tie first to go, andi( even if retained,
their wages tire likely to be lowered. The plight of men amid women at so
low an age its 40 is hard, almost hopeless, when they are driven to seek for
reemploynient. Statistics tire in the brief. A few illustrations will be chosen
from many there collected. In 1930, out of 224 American factories investigated,
71, or almost one-third, liad fixed iiaxinni hiring age limits: in 4 plants the
limit was under 40; in 41 it was under 40. In the other 153 plants there were
no fixed limits, but in practice few were hhled if they were over 50 years of
age. With the loss of savings Inevitable in periods of idleness, the fate of
workers over O5, when thrown out of work, is little less than desperate. A
recent study of the Social Security Board informs us that 'one-fifth of the aged
In the United States were receiving old-age assistance, envorgency relief, In.3#-
tuttonal care, employment under the works program, or sore other form of nit]
from public or private funds; two-fifth to one-half were dependent cn friends
or relatives, one-elghth had some Income from earnings; and possibly one-sixth
had some savings or property. Approximately 3 out of 4 persons 65 or over
were probably dependent wholly or partially oi others for support.' We sum-
imarize in the margin the results of other studies by State and National
commissions. They point the same way.

"The prlobhlet is plainly natiomil in area and dimenslous. Moreover, laws of
the separate States cannot deal with It effectively. Congress, ut least, had a
basis for that elief. States and local governments fire often lacking in tile
resotrtces that are necessary to finance til ailequate program of security for
the aged. This Is brought out with a wealth of Illustration lit recent studies
of tie lprol'em. Apart from tihe failure of resources, State aid local govern-
ments ire it times reluctant to Inicreaise so heavily tie burdent of taxat ion to be
born, by their residents for fear of placing themselves in iI Isition of economic
dlsadvllitage a1s conlilllared with neilghliors oi comlpetitors. We have seen this
In our study of the problem of unemploynieit compensation (Steard Morhinc
Co. v. Dars, supra). A system of old-age pensions has special dangers of Its

.Own, if put ill force ill One State find rejeeld in another. The existence of
such it system Is a bait to tite needy and dependent elsewhere. encouraging
theii to migrate illt( seek it ltven (if repose. Only a swer that Is national can
serve the interests of till."

To summarize, in the United States today, through the use of the physical
sciences alid mneclhunical arts, the major part of the goods ind services con-
sitned are provided by scientific processes tind power machinery. Our workers

66084-41----
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are able to produce a much gieater volume and variety of goods than heretofore
to provide food, clothing, and shelter, as well as a higher standard of life to our
people. Our productive capacity per man has multiplied manyfold. In supplant-
ing handicrafts by scientific process ald mechanical devices a maladjustment
has taken place In manpower or labor, resulting In unemployment and loss in
purchasing power. The loss of purchasing power in the workers displaced has
thrown the industrial machine out of balance. To restore this balance, pur-
chasing power must be recovered. Fewer workers being required in productive
enterprise to supply our wants, it follows a portion of the. body of workers must
be retired.

If any group must be retired to save our industrial structure and the profit
system as well as our economy, it follows those citizens 60 years of age and
over, four-fifths of whom are without means to maintain themselves in de-
cency and health, should be retired.' Their past services entitle them to such
recognition. Our industrial system which is responsible for their plight should
be charged with the responsibility to provide the purchasing power to meet
their needs.

ELDER CITIZENS AND NATIONAL DEFENSE

It has been suggested that it is inopportune now to adopt and put into effect
a program providing for adequate care for our elder citizens when we are
engaged in an all-out national-defense effort. I concede that no new program
should be adopted which will limit or curtail our productive activities in carry-
ing forward national defense unless absolutely necessary. We will win a
hollow victory if in the winning we deprive four-fifths of our 14,000,000 senior
citizens of tile means to maintain themselves in decency and health. However,
at the outset I feel that the premise that this program will not fit In with our
national-defense efforts is untenable. The contention has been made that with
the demand for manpower in war production many of our citizens falling
within the 60 years and over-age group will be absorbed in industrial employ.
ment. It is true that preliminary studies already wade disclose that some of
the men between 60 and 65 who are skilled workmen who had been released
prior to the national-defense program, owing to the demands for skilled work-
men, have been put to work. This reemployment, however, is so small as com-
pared with the total number of approximately 14,000,000 of the age under
consideration, that such relief is of minor importance in finding a solution for
the whole problem. Furthermore, it is obvious that the peak 'of such employ-
ment of these older men has now been reached, as the number available of such
skilled workmen has already been exhausted. As the younger workers acquire
the necessary skill the older men will be relieved.

We should note also that the reemployment of these elder citizens is limited
to a few definitely defined acres contiguous to centers of defense production
and therefore affords no relief to the great stretches of our territory reaching
from coast to coast where no defense activity is in progress.

On the other hand, the relief granted through a sound old-age annuity program
will be fairly uniformly distributed throughout all areas of the United States
in proportion to population. It follows that the major portion of these citizens 60
years of age or over will continue to remain unemployed and without a minimum
income for decency and health and will continue to be an obligation resting upon
our national economy, regardless of where the burden may be placed. If a plan
is to be adopted.whereby this burden resting upon our society is to be provided for
by Federal enactment, providing minimums of support to all older citizens regard-
less of State lines, financed in full by the Federal Government, we are in a better
position under our national-defense economy to initiate it now than we have been
since 1929.

Our national income Is now at least $80,000,000 000 due to our war efforts. It is
predicted it will pass the 100 billion mark. The Secretary of tile Treasury,
Mr. Morgenthau, has, on several occasions, informed Congress through Its com-
mittees that it is desirable to capture through taxation or otherwise a larger
portion of this increased national income in order to prevent Inflation. If that
is true, it seems reasonable to assume that a Federal tax such as proposed in the
Townsend program, or some comparable tax formula, will meet the problem
suggested by the Secretary of the Treasury and at the same time inaugurate
a long overdue program providing decent care for those of our citizens who

2 See Chart 7. Source: Dr. Marjorie Shearon, social science analyst.
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have been discarded by industry. This indeed Is a most opportune time to initiate
this program. Furthermore, at a time when we are bending every effort to free
the entire world of want and suffering and are pouring out billions of American
dollars to the four corners of the earth for that purpose, we must not completely
ignore the 14,000,000 of our own elder citizens who, under our economy, are denied
the right to work when able to do so and are in dire need, while we are passing
out these billions to the unfortunate peoples beyond the Americas. Let us rot
overlook the folks at home, ill-clothed, ill-housed, and ill-fed. I have voted for
these expenditures but I still believe that charity begins at home. However, the
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obligation that we owe to these elder citizens Is not charity-it is a social dividend
which they have earned through the years by their sacrifices and work in building
this America as we have it now to enjoy, and in preserving our American way of
life.

These facts demonstrate that Federal legislation as proposed, providing a mini.
mum for decency and health for our citizens over 60 years of age, does fit into our
national-defense program. The great majority of our senior citizens will neither
profit directly nor indirectly from the defense program. Only a negligible num-
ber have been reemployed. On the contrary, they may lose through the present
rising cost of living. The benefits of defense spending seem to be largely localized
in less than half of all the States. (See chart 11.) In contrast the proportion
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of about one-tenth of the population who would receive a pension is very con-
stant throughout the Nation. (See chart 12.) The production demanded by
our senior citizens will be mostly food, shelter, clothing, medical care. This will
not interfere with defense production, except temporarily for clothing. We
still have about 4,000,000 to 7,000,000 unemployed, according to the various
estimates available.

OLD-AGE ANNUITIES AND POST-WAR PLANS

We are gearing our industrial machinery to war production. In doing so we
are draining off from nonwar production hundreds of thousands of workers.
Small business is being crushed in the process. Many of these worthy enterprises
built up through the years are being forced to the wvall, and many of their em-
ployees are added to the unemployed. They are scattered throughout the Nation
where no war activities are in progress and they cannot be absorbed therein.

The widespread increased purchasing power provided by the inauguration of
this Federal pension plan would prevent this destruction of small business. It
would also provide a cushion to absorb the shock from post-war dislocations when
it will become necessary to transfer the war-production workers to peacetime
activities. It will provide purchasing power at this critical time when our economy
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will be strained to the breaking point. It may he an important factor in prevent-
lg complete collapse.

If we are to preserve the American way of life and protect our own democracy
from disintegration and collapse, we must find a solution for our unemployment
problems as well as providing a decent living for those of our citizens who under
our economy are unable to be provided with rmunerative employment in our
system of production. The severest indictment that has been lodged against us
is that while we are the richest and most favored nation on earth and while we
have developed the greatest and most effective productive enterprise the world
has ever known for providing the necessities of life--more than sufficient for all-
we have failed miserably to provide a method by which the fruits of our industry
may be shared equitably by all groups of our people.

While it is true the social-security program was an approach to this problem,
it bus completely failed to bring about a solution. Instead of preventing inflation,
it has only added thereto. It has sucked out of industry huge blocks of pur-
chasing power and frozen It in idleness, and has used the funds contributed for
relief in meeting the ordinary obligations of the Government. It is now clearly
demonstrated that these taxes, while ostensibly being a tax upon the wages of
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these annuitants and their employers, are in practice passed on to the general public
as an additional charge entering into the cost of the goods produced. It follows
that this tax burden in the main rests upon the general public, but the general
public does not have an opportunity to share in the annuities paid therefrom.
It is restricted to the few favored individuals coming within the protection of
the Social Security Act. Furthermore, the larger the income of the annuitant
through the years the larger his monthly payment, notwithstanding the fact that
with the larger income annuitants are in less need than those receiving smaller
incomes. It reverses the needs test. Under it the less the need the greater the
annuity,

Mr. Chairman, I hope your committee will recommend a Federal old-age
annuity plan fashioned along the lines of the proposal we have discussed. In
concluding my remarks, I present for your consideration the following brief
outline report of the voluntary nonpartisan committee of the House on social
security, old-age pensions, and unemployment to which I referred in my opening
remarks:

National recovery In the United States is entirely dependent upon an adequate
and sustained purchasing power iii the hands of the American people. If bust-
ness and industry are to be assured of opportunity for the steady production of
goods, with reasonable profits, and If labor is to be assured stable and sufficient
employment, with living wages, purchasing power must keep pace with production.
Economic stability depends today almost entirely upon the expansion of demand.
With adequate purchasing power available, demand for commodities and services
will come naturally, an(l this demand will force increased production and in turn
stabilize employment and make more work available.

Annually about 15 to 20 percent of currently received Income is neither spent
nor invested, but is saved. This means that thiN amount is taken out of cir-
culation, reducing the volume of active purchasing jjo, %r and causing more un-
employment. The main question Is, How, under the circumstances, are we going
to consume all we can produce? Part of our people can produce enough for all
of the people. It is necessary that some group be enabled to consume without
taking part in production. There are it considerable number of persons in the
country who, through no fault of their own, cannot take part in production.
In this "age" it is almost impossible for a man to get a Job after lie reaches the
age of 60. This group over 60 years of age, who have tolled the longest, should
not be deprived of taking part in the consumption of goods. They are the victims
of an industrial system for which they are not responsible.

We owe a duty to our old folks and we can perform this duty by establishing
a national annuity system on a pay-as-you-go basis, drawing upon some of the
idle savings as means of financing it. This plan would take care of all groups
that are American citizens over time age of 60. They would he paid by the Federal
Government an amount determined by prorating the tax revenue derived from
the special taxes levied for this purpose. The revenue will be derived from a
broad general tax plus taxes which will operate to reduce the volume of idle
savings and make more funds available for active consumer buying power.

Probably the central reason for unemployment today is failure of consumer
buying power to keep pace with the production of goods and services. If we are
to have a full employment, it is necessary for production of goods to be continu-
cusly balanced by an equivalent flow of consumer demand.

Certain facts in recent experience have important bearing on this question.
These facts are as follows:

(1) Production tends to increase faster than employment.
(2) Under modern scientific methods of production, part of time people are able

to produce enough for all the people.
(3) If, however, all the people'do not consume their reasonable share of

national production, Inventories increase, production must be reduced, and
even those currently employed will be in danger of losing their jobs.

(4) In the closing months of 1939, the Federal Reserve Index of industrial
liroduction stood at the highest figure on record and in the whole year 1939 the
production of goods and services equaled that of 1929. This, however, was accom-
plished with the employment of 1,000,000 less people than were employed in 1929.
It was inevitable under these circumstances for inventories to increase and for
production itself to be curtailed so thlat today the index of production is once
again falling.

(5) Various methods have been employed to try to keep consumer demand in
line with production. Between 1922 mind 1929 time consumers of the country had
contracted a debt of between $9,000,000,000 and $11,000,000,000 for purchases
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which they had made on the installment plan. That is, they had attempted to
purchase goods in an amount of $9,000,000,000 in excess of their incomes. This
could not go on and it was one of the causes of the crash of 1929. It would have
come much sooner had it not been for people buying goods beyond their incomes.
They tried to stretch consumer demand to equal production. It couldn't be done.

(6) We find that persons 60 years of age and older, once they have become
unemployed, find it almost impossible to get back to work again. There are
various factors which cause this, among them those connected with industrial
insurance and retirement systems. It is a fact, however, which must be taken
practically Into account.

(7) In various ways an attempt has been made to bring about better adjustment
between production and consumer demand by enabling certain groups to consume
even though they do not take part in production. Relief, retirement systems for
Government employees, and certain. categories of social security are examples
of this.

If it is necessary for some group in society to be enabled to consume its share
of national production without contributing to that production, then obviously
this group should be those people who have worked the longest and contributed
most in the past to our national wealth and to the building up of our very efficient
productive machine. This evidently Indicates an old-age annuity system.

It Is agreed by most economists that the central cause of unemployment today
is that too large a proportion of our national income is saved and set aside in
idle pools of money which are neither spent nor promptly invested by their
owners. This would Indicate the importance not only of stimulating investment
but accomplishing a transfer of a portion of the funds now held out of use
in surplus savings into the stream of active consumer buying power. The best
way to do this is by a system of taxation on the one hand, and the payment, of
old-age annuities on the other. In our opinion such a measure would contribute
as much to a restoration of confidence as anything that could be done. For all
these reasons, we believe there should be a national system of pensions estab-
lished in this country for those people who have passed the age where they can
reasonably be expected to secure employment In industry. The particular features
of such an old-age annuity system, we believe, should be as follows:

(1) It should be pay-as-you-go system. That is to say all money collected in
taxes for the purpose of providing such pensions should be promptly dis-
bursed to those eligible to receive it.

Principal criticism of the present social security contributory system (title
2) is its serious deflationary influence. In the fiscal year 1940 both the un-
employment insurance system and the old-age annuity system will be taking
money out of circulation at a net rate of $50,000,000 a month. That is over
the whole year those two programs will collect in tax $1,200,000,000 more than
they pay out In benefits. This literally means that $1,200,000,000 worth of
goods produced In 1940 will not be able to be sold unless the Government un-
balances its budget by $1,200,000,000 to compensate for this deflationary
influence.

Furthermore those population groups, such as farmers, farm laborers, do-
mestle servants, and others who do not participate in any way in the benefits
from either the unemployment insurance or old-age annuity systems, must con-
stantly pay a portion of the pay-roll taxes (indirectly through higher prices) to
make possible the payments to the special groups which are covered. There-
fore, our next point is:

(2) Pensions should be paid to all American citizens over 60 years of age
who are retired from industry. (If desired to deny the pension to persons
who clearly do not need it, it could be required that persons who are liable to
the payment of a Federal income tax must return, at the time the tax is paid,
any money received as pension payments during the previous year. This would
leave the pension system as simple as possible, requiring no investigator staff
or individual records.)

(3) There should be no difference in the amount of payments made by the
Federal Government to people In different States. The States may, of course, sup-
plement Federal payments as they see fit, but the basic pension system should
be a straight Federal system supported by Federal taxes and with payments
made directly by the Federal Government.

(4) The revenue for such a system should be derived first from broad general
taxes whereby practically everyone in the population will pay at least a small
amount to support this national system of old-age security. Another portion
of the revenue should come from such taxes as will operate to reduce the
volume of hoarded funds and to accomplish the necessary shift out of those
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holdings into active consuming buying power. The gross income tax is an
example of the first kind of tax, whereas, income taxes, inheritance, estate, and
gift taxes are examples of the second kind.

(5) The size of the pension should be determined by prorating the tax revenue
derived from tho special taxes levied for this purpose among all those eligible
to receive the pension. But the policy should be to fix the tax rates at such a
point as to yield to each pension recipient his proportionate share of the national
Income.

Such a system as we have outlined would avoid the complicated system of
bookkeeping now required both on the part of the Individual employers and
on the part of the Social Security Board itself. It would make possible elimina-
tion of the pay-roll taxes and of the attempt to maintain individual records on
upward of 40,000,000 workers. It would make possible the Inclusion of all
occupational groups of citizens, and it would bring to an end the serious defla-
tionary Influefice of the current attempt to accumulate reserve funds.

LETTER FaOM LOVELL H. PARHER, WASHINGTOx, D. C.

GuY & BROOKS,
Washington, D. C., December 12, 1911.

HOn. EDWIN C. JOHNSON,
United States enatee, Washington, D. 0.

MY DEAR SENAToR: I am In receipt of your letter of December 10, and will
answer this to the best of my ability.

You ask my views on the necessity of a broad base tax such as a gross Income
tax to finance the various needs of the Federal Government. With respect to
this question, I submit the following propositions:

I. The ordinary nceds of the Government plus the extraordinary defense and
war needs cannot be met by our present system of financing much longer. Our
present system of financing Is, of course, based upon two operations-(1) bor-
rowing, and (2) a system of taxation In which a graduated tax upon Income Is
the keystone; plus luxury taxes.

II. If debt repudiation is to be discarded as a possibility, our present system
of financing Government necessities will still be inadequate, even after the
present emergency ends.

III. If we wish to retain the important social phase of our present system
which Is based upon the principle of affording encouragement to progress and
incentive to all we must come to some broader base tax which will secure very
substantial revenue, tend to prevent the inflation of prices, and eventually
bring the Government out of Its present precarious financial position.

IV. The gross income tax, or the sales tax, in some form, offers the best solu.
tion of this problem. It is not based on the principle of "ability to pay." but
It Is based on the principle of "ability to spend."

I have no hesitation in saying that under present conditions, in my judgment,
we must have some such tax. In 1938, the last year in which we have complete
statistics, there were only 172,614 persons in the United States who had incomes
of over $10,000. These persons paid nearly 82 percent of the total incomes taxes
paid by all individuals in the United States, although there were over 0.100,000
returns filed. One hundred and seventy-two thousand persons caimot, from their
regular incomes supply any such proportion of the needs of the Government if
these needs are to be substantially increased, as everything indicates. It Is true
that the income tax is not the only source of revenue, but it has been increased
to a point where, corporate and individual, It produces over one-half of the
governmental revenue.

Our present tax system is estimated to produce about $14,000 000,000 annually.
Our expenditures, due to the present war and emergency conditions, may reach
$50.000,000.000 annually. I see no opportunity for increasing the Federal revenue
substantially without completely disrupting our economy except by the adoption
-of some new taxing medium such as a gross income tax, a sales tax, or a purchase
tax.

All of the taxes above mentioned are, of course, in the nature of sales taxes
and somewhat increase the price to the consumer. However, high officials in the
Government have stated that consumer purchasing power should be reduced.
I know of no better way to reduce consumer purchasing power than by some
broad base tax like the gross income tax or the sales tax which has been
mentioned.

For many years Great Britain did not Impose a sales tax. They trusted to
taxes based on the principle of ability to pay. This principle has been over-
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worked, and Great Britain now admits it. They have adopted a tax which they
state is based on the principle of "ability to spend." This tax is called a purchase
tax. It is a sales tax at high rates on practically everything but the absolute
necessities of life. It has proved a very substantial revenue producer. In fact,
a similar tax in this country would probably produce between two and three
Million dollars.

We should also look to the experience of the State of Indiana and the Territory
of Hawaii with respect to the gross inome tax. These taxes were somewhat
unpopular at first, but have become satisfactory. The receipts from these taxes
have exceeded time original estimates and have been very substantial.

It w uid be my suggestion that you contact the actual administrators of the
law in Indiana and Hawaii in order to ascertain all the actual facts in connection
With the application of the gross income -tax.

In regard to your second question as to what would be the probable amount
absorbed if the rate of a gross income tax was 1 or 2 percent, I would state that
this is a matter of judgment, but that my personal opinion is that about 35 percent
of such a tax would be absorbed, because, after all, businesses have to limit
price so as not to kill sales volume.

With sincere regards,
Very respectfully,

LOVF.LL H. PARKERt.

STATEMENT OF RALPH HETZEL, JR., DIRECTOR, ECONOmIc DIvIsIoN, CONGRESS OF
INDUSTRIAL ORGANIZATIONS, WASHINGTON, D. 0.

CONGRESS OF INDUSTRIAL ORGANIZATIONS,
Washington, D. C., December 12, 1911.

Hon. ELmEa THOMAS,
United States Senate, Washington, D. C.

DEAR SENATOR THoMAs: In response to the courteous invitation contained In
your letter of December 10, Mr. Murray has asked me to send you the attached
statement of the Congress of Industrial Organizations' position on old-age and
survivors' Insurance.

Sincerely yours,
RALPH HETZEL, JR.,

Director, Economic Division.

STATEMENT ON OLD AGE AND SURVIVORS INSURANCE

The Congress of Industrial Organizations at its third constitutional conven-
tion held in November 1940 unanimously adopted a resolution calling for a fiat
pension of $60 per month with supplementary allowance to wives up to a
maximum of $90 per month for each married couple with an age limit of 60
years and eligibility to all persons and administered through a single Federal
system. The complete text of this resolution follows:

"Whereas (1) the American people are entitled to a system of real security
for aged people. The present dual system of State old-age pensions and Federal
old-age insurance does not take care of our needs In any satisfactory way and
does not exhaust the limit of our resources, and on the contrary, is now piling
up an excess of taxes over benefits paid out;

"(2) A program of security for our aged must rest upon the expansion of
our economic system and the distribution of social-security benefits will con-
tribute to an expanding national income by increasing mass purchasing power
and correcting the present maldistribution of income; now, therefore be it

"Resolved, (1) That the Congress of Industrial Organizations endorses an
old-age pension program in cooperation with all progressive and old-age groups
based upon a flat pension of $60 per month with supplementary allowance to
wives up to a maximum of $90 per month for each married couple with an age
limit of 60 years and eligibility to all persons and adminlstered through a single
Federal system, and the additional funds for this program should be secured
by taxes upon aggregates of wealth and income;

"(2) Time Congress of Industrial Organizations insists that the adoption of a
sound universal pension system should in no way diminish the benefits or In-
crease the costs to Individuals under various private, State, and local pension
plans, but that the Federal pension plan serve as a minimum level assuring
all aged citizens a decent standard of living."

This C. I. 0. "$60 at 60 years of age" program recognizes the need of taking
care of all people after they reach the age of 00. There are today over
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10,000,000 people above 60 years of age, half of whom have little or no other source
of income to support themselves. These people must be rewarded in their old age
for the services which they have given their country during the prime of their
lives. The present old-age and survivors' insurance, as operated under the Social
Security Act, admittedly does not adequately handle the problem. At the pres-
ent time only 200,000 individuals are securing a direct monthly benefit under the
present old-age and survivors' insurance. An additional 200.(0 dependents are
covered under the present program. There are almost 9,000,000 people above the
age of 65, the age at which people are able to qualify for the present old-age
benefits under the Social Security Act. Thus, only approximately 21/3 percent of
those people above the age of 65 are now being taken care of under the present
program and they are being inadequately cared for, receiving only $15 to $25 a
nrnth. This amount Is not sufficient to enable these old people to maintain a
standard of living of health and decency.

The Federal Government has collected over $2,500,000,000 from workers and
employers on the basis of 1 percent a month 1,'om both employers and employees
since the inception of this social-security program in 1936. Only $114,840,000
had been paid out In benefits up through August 1941.

The present social-security program excludes a large number of our aged popu-
lation, such as farmers and agricultural workers, domestics, those who are
self-employed, employees of nonprofit organizations and a miscellaneous group of
low-income wage and salaried workers. In addition the eligibility requirements,
even for those who are covered by the present act, are so complicated that a large
number of individuals who are now paying taxes on their wages will not be able
to qualify when they reach the age of 65. Consequently, for many years to come
thor will be much more money collected in taxes than will be paid out in the form
of bci.flts. Therefore, from the immediate point of view, the system operates to
withdraw large sums of money from current consumer purchasing power, while
in the lo.,g run it fails to set i1 , amc adequate old-age pension program.

A sound ponslon program would abolish both the old-age-assistance program
with its antlqrj.rtc: rwe.s test and the complicated F(eeral old-ag?-inumrance
system. In their place, a single national system should be established providing
for universal eligibility and flat pension payments to all aged individuals over 60
with adequate provision for widows and dependent children and for protection
in the case of permanent and total disability. This Is the Congress of Industrial
Organizations 00-60 old-age program.

IIeretofore this progress toward a sound pension system has been blocked by
the fact that we did not have a sufficient national income to sustain the cost-
But as national income increases, and particularly in view of the huge expend-
Iture.s being wade on national defense, this obstacle is rapidly disappearing.

Moreover, one of the best ways to increase national income is to change the
existing maldistribution of income and bring about a redistribution of savings
into purchasing through adequate old-age pensions.

The coming year will bring wage-tax proposals presented in connection with
extended social-security benefits and revision of the social-security system. Such
proposals will probably take the form of a Federal wage tax for unemployment
compensation and additions to the present wage taxes for old age and other
benefits. Increased benefits would substantially improve the economic situation
of the lower income groups by increasing and making more secure their Incomes
during periods of unemployment, old-age, and other hazards. If, however, such
increased benefits are offset by heavy wage taxes, the net effect will probably
be to reduce during the emergency the income of the very working people whose
incomes need to be increased during this period.

An expanded social-security program financed by heavy wage taxes would be a
form of forced savings. Workers would be paying high percentages of their
incomes to the Government, which would then be repaid in the form of social-
security benefits in most cases after the present emergency.

B Back of the general proposal is the idea also that this war period will be used
for building up large reserves, rather than for the payment of extensive benefits.

It is the Congress of Industrial Organizations' view that a substantial part
of this increase(] social-security program should be financed by general Federal
income taxes, that Is. from progressive income and business taxes which are
levied according to ability to pay.

This view of the Congress of Industrial Organizations was reaffirmed at its
most recent convention held In the latter part of November of this year. There
follows the text of the resolution as unanimously adopted by that convention:

"Whereas (1) total defense includes the defense of the welfare of tie Amehican
people; and
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"(2) The extension of social security to protect our people against the loss of
livelihood due to unemployment, ill health, and old age is essential to their
welfare; and

"(3) Substantial improvements of our social-security system can be made with-
out any loss to defense production and, on the contrary, such improvements will
effectively contribute to the increased efficiency and morale of the Nation: Now,
therefore, be it

"Resolved, (1) That the coverage of the social-security laws be extended to
include all sections of the population, agricultural workers, Government em-
ployees, farmers, employees of nonprofit organizations, and self-employed middle
class and professional people; and

"(2) That a single old-age security system be established providing for a
minimum guaranteed monthly income to all aged individuals and couples over
60 years of age, adjusted to the level of our national income, and directed to the
goal of $60 a month for a single individual and $90 a month for a couple; and

"(3) That similar provision be made for surviving widows and dependent
children and for loss of earning power due to permanent and total disability; and

"(4) That the unemployment compensation system be placed on a uniform
Federal basis providing adequate minimum benefits of 26 weeks' duration each
year for total and partial unemployment, including unemployment due to tem-
porary disability; and

"(5) That the programs of aid to blind, dependent children, and maternal and
child care be expanded to guarantee a minimum security for the American
family; and

"(6) That social security must be viewed as a measure for the redistribution
of national income and the taxes therefor should come from progressive income
taxes and not from regressive pay-roll. taxes; and the Congress of Industrial
Organizations expressly condemns any effort to make social security a vehicle
for financing defense production."

DECEMBFR 12, 1941.

STATEMENT BY IVAN TARNOWSKY, CONSULTING STATISTICIAN, WASHINGTON, D. 0.

INTRODUCTION

I should like to precede my testimony with a few remarks.
We have had the privilege of hearing the testimony of experts and authenti-

cated statements showing without a doubt that today all persons under 60 have
4 chances'out of 5 to receive less than a minimum of decency and health when
they reach the age of 60. This means for many right down to rank starvation
regardless of what has been their contribution to the material and spiritual
wealth of this Nation. No small wonder that the scientific and accurate Gallup
poll disclosed that 90 percent of the citizens of this democracy are solidly be-
hind a Federal old-age pension. One amazing point revealed in the poll was
the overwhelming percentage of young people under 30 in favor of Federal
old-age pensions.

The war program will alter very little this ratio of 4 to 5 mentioned above,
as only those with skills will be reemployed while all the others will suffer more
and more from increased cost of living. Therefore, the few having a minimum
of decency and health today will be below this minimum very soon.

There has also been shown that even given the proper wages and income
during their normal working years it would be financially impossible for our
population, as a whole, to save and invest for old age. There are not that much
investment opportunities available.

It has also been shown that we could have produced goods and services way
beyond a decent living for those of us who have reached the retirement age,
and still have left enough for a substantial increase in the income of the rest
of the population. (See chart 29, p. 87.)

Now, coming to the subject of my testimony, how are we to distribute this
production, or, in everyday language, how are we to finance these pensions?

I wish to say that I am not a money expert; that when I started off about a
year ago to delve into the financing of the Townsend plan I was as prejudiced as
anyone else, but Dr. Townsend generously gave me complete carte blanche.

Before I started these studies, if someone had asked me when I bought a $50
suit by how much I had increased the national income that year I probably
would have said about $50. I believed that income and money were the same.
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I had always believed that money spent was money gone forever; that money
was wealth; that one should save everything possible; that one should never go
into debt, and should get out of debt as quickly as possible.

I believed that a business should be conducted on the same basis; a minimum of
spending, a maximum of saving, a minimum of debt, and that a business should,
as soon as possible, stand on its own feet, using its own money.

I believed that taxes paid by business was money gone forever, and that busi-
ness never saw that tax money again. I believed that any sales tax, any transac-
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tion tax, any gross-income tax, would be completely passed on to the ultimate
consumer.

I believed that the same thing was true in our Federal Government; that
spending was squandering; that going Into debt would be ruinous for my children
and grandchildren; that balancing the Budget was at all times our Immediate
goal.

SI LLI(
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I thought that increashig the velocity of money or increasing the money in cir.
culation meant only increased prices and disastrous inflation. I was a firm
believer of the old quantitative theory of money.

I thought that money spent on investment was money "tied up" in the invest.
ment. I was also convinced that what we needed was more investment for our
savings, more investment in capital goods, for did not all the (harts show con.
elusively that depressions occur when investments in capital goods decline? Fol-
lowing more modern thinking, I thought that all we needed to do was to reinvest
our savings, regardless of the time It took.

Well, after months of untiring help from Government and private experts, after
being privileged to follow a seminar on money and Income under the chairman.
ship of Senator O'Mahoney, and a seminar on the incidence of a gross income tax
under the chairmanship of Senator Edwin Johnson I want to say humbly that all
my beliefs were shattered.

The minute I was able to consider the whole picture, all of us in America earn-
ing salaries and dividends, all businesses, all farmers, the services performed by
the Federal, State, and local governments, then all the "sound beliefs" on which
I had been brought up vanished.

May I remind you that the Townsend plan translated into bill H. R. 1036 pro-
vides for the payment of a pension to all unemployed citizens except those in
public institutions. This pension is to come from a 2-percent gross income tax
collected monthly and levied on all gross Incomes over $250 a month. The pro-
ceeds of the tax are to be allocated to the estimated 11,000,000 eligible annuitants
on a monthly basis. In other words, the monthly proceeds of the tax are to he
divided by 11,000,000 and a check of an equal amount sent to each of the annui-
tants.

The term "gross income" as used in H, R. 1036 Is not the same as the one used by
the Bureau of Internal Revenue. It means gross receipts, received monthly or
annually by all persons, businesses, and corporations with no deductions other
than $250 per month or $3,000 per year.

In our testimony we have used the economic conditions of 1940 and as a base
for our calculations we have used $80,000,00,000 as the national income. If some-
thing really fundamental is not done--such as the adoption of the Townsend
plan-we will again go back into a 1940 limited production, for Prof. Alvin
Hansen, special advisor to the Governor of the Federal Reserve Board in a recent
book,' has shown conclusively that our economy cannot maintain itself. There
are forces at work which will not be stopped by the war program, but rather ae -
celerated to prevent our economy from maintaining itself at a full employment
level of at least $110,000,000,000 at 1940 prices.

It is with the sincerest thanks to those who have given me some Insight on the
function of money that I have prepared the following testimony in answer to the
question on the Townsend plan asked me by Senator Elmer Thomas:

"WHERE IS THE MONEY COMING FROM?"

The money to pay the pensions under the Townsend plan comes from five dif-
ferent sources as shown in table 1.

TABLE I
1. Money hot needed for old age ------------------------------- 2$1.5 billions.
2. Money not needed for aged relatives ----------------------- ' '1. 0 billions.
3. Net Increase cost of living, 2/2 percent --------------------- 1. 5 billions.

Tax passed on, gross increase cost of living ------------- '4. 0 billions,
4. Tax absorbed by persons with incomes over $3,000 ------------ '.3 billions.
5. Tax absorbed by business ------------------------------- 2.3 billions.

Total tax --------------------------------------------- 0. 6 billions,
1 Townsend National Recovery Plan, New Ready Reference Book, Second Edition, p. 93,

Appendix 0.
2 Townsand National Recovery Plan, New Ready Reference Book, Second Edition, p. 87,

Appendix H.
We will first see how the total tax of 0.6 billion dollars was estimated and we

will then analyze each one of the five items in table 1.
Yield of two percent gross income tax.-The Department of Commerce an-

nually makes an estimate of the net national income. This net national-income

1 Fiscal Policy and Business Cycles, Alvin H. Hansen, 1941.
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figure Is the best index available of the total value of all goods and services -

produced during a year's time. In other words, if we added together the sales
value of all shoes sold, all doctors' bills, all roads built over a year's time, we
would arrive at something close to the net national income.

There is no agency of the Federal Government empowered to calculate the
national gross income. Nevertheless an estimate was made by the Department
of Commerce for the years 1929, 1936, and 1939 (table II).

TABLE II.---Gross tiational income

1029 1634 1039

Income payments to individuals ----------------------------------------- 82 54 70
Retail sales: ------------------------------------------------------------ 48 29 42
Sales by wholesalers ..................------------ _------------- 34 17 24
Imports ...............................................----- - -------------- 5 2 3
Parm products ----------------------------------------------- ----------- 10 6 9
Seevice.transactions ------------------------------------------------------ 30 21 27
Rent and royalty payments ............................... -------------- 12 5 8
Contract construction ---------------------------------------------------- 13 4 9
Real-estate sales --------------------------------------------------------- 18 6 12
Manufactured products -------------------------------------------------- 70 32 57
Mineral products -------------------------------------------------------- 6 3 5
Commodity and security exchanges -------------------------------------- 148 32 21
Over-the-counter and new security issues ................................. 100 29 32
(overnment tax collections ---------------------------------------------- 1 0 10 12
Miscellaneous ------------------------------------------------------------ 58 25 33

Total --------------------------------------------------------------- 644 275 364

Source: Department of Commerce, memorandum to the, Honorable James F. O'Connor, Feb. 21, 1941.

TABLEa Ill.-Ratio of gross income to national inconie

Gross income Net income Ratio

In billions In biUons In billions
1929 ............------------------------------------------ ----- $644 (S396) $83 8 (4.8)
1934------------------------------------------------------ 275 (214) 50 5 5.5
1939 .......................................---------------------- 34 (308) 69 5.2

Figures between parentheses are gross income minus commodity and security exchanges and over-the-
counter and new security issues.

If we compare the national gross income with the national net Income, we see
that the gross income is about 5.5 times the national net income (table III).
Thus, using a national net income of $80,000,000,000, which is somewhat close
to the 1940 estimate of the Department of Commerce, we are able to estimate
the gross Income to be somewhere In the neighborhood of $440,000,000,000 (chart
28, on p. 80). Since the ratio would be the same regardless of whatever
national-income figure we use In this particular case, we are using $80,000,-
,000,000 so that computations can be made more clearly.

With shrinkage and exemptions, the taxable income is about $330,000,000,000.
Two percent of this amount is $U,600,000,000 or $550,000,000 per month (table
IV).

TABcE IV.-Yield 2 percent gross income tax

Estimated gross income, 1941 --------------------------- $440,000,000,000

Exemptions, 20 percent -------------------------------- 88,000,000,000
Shrinkage, 5 percent --------------------------------- 22,000, 000, 000

110,000,000,000

Taxable . . . ..------------------------------------ 330,000,000,000
Yield $330,000,000,OOOXO.02-$0,600,000,O0.
Ioarce: The Townsend Plan-New Ready Reference Book, p. 87, appendix G.
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The five sources of the pension fund.-Item 1: Table I Is money which persons
will not attempt to save for old age as soon as the Townsend plan is in opera-
tion. It is estimated at $1.500,000,000, or for 50,000,000 persons in the labor force
at about $2.50 per month per person.

Item 2 Is an estimate of the amount now being spent privately on aged rela-
tives. It would not be paid as soon as the plan is in operation. It Is estimated
at $1,000,000,000 or about $1.50 for each person in the labor force.

Item 3: One and five-tenths billion dollars is the difference between item 1
plus item 2 and $4,000,000,000. This $4,000,000,000 is the part of the tax passed
on in increased cotst of living. Per person this amounts to about $6.50.

The average monthly expenditures of each person in the labor force being
$110,3 this would amount to a gross increase in the cost of living of 6 percent. But

GR05S INCOME
VS.

NET INCOME
dROff 4W

6Off 27f

A1i750

1934 1939 Estnzn;aed

fgh. ZA, 1941

CHART 28

item 1 and Item 2 are released purchasing power, so we may deduct them from
$6.50, leaving $2.50, the net increase in living eosts.

Two dollars and fifty cents for an average expenditure of $110 Is less than
2/2 percent net increase In the cost of living.

Table V indicates that the tax does not pyramid to fantastic sums; less than
5 percent on a loaf of bread, if it is assumed that all the tax Is passed on.

2 For a national Income of $80 000,000,000, consumer expenditures are about $65,000,.
000,000 (studies of the National Resources Planning Board). For 50,000,000 persons Inthe labor force this makes an average of $1,800 a year or $110 a month.
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TABLE V.-Effect of a 2-percent gross income tax on a loaf of bread

Sale price 2 percenttax

First sale-Farmer to wheat merchant.................................. . $0.79 $0. 016
Second sale-Wheat merchant to flour miller ..................................... 87 .017
Third sale--Flour miller to wholesale baker .................................... 1.46 .029
Fourth sale-Wholesaler to retailer .............................................. 4.62 .012
Fifth sale-Retailer to consumer ................................................. 5. 73 .115

Total tax on 65 loaves of bread ........................................................ - 29

Price of a loaf of bread 9 cents. Tax per loaf flo of a cent.
This is an increase of less than 5 percent.
Source: Report of the Federal Trade Commission on Agricultural Income Inquiry, P. L Principal Farm

Products, p. 130,
19 3 8

.

At this point It Is worth while recalling that a Gallup poll taken August 1941
showed that 76 percent of the voting population of the United Su tes is willing
to set aside $3 out of every $100 of their Income to assure themselves of a $50
pension at the age of 60.

This part of the cost can be considered as insurance. It Is the simple
"in and out" method of payment. Those under 60 would be paying collectively
through a slight increase in living cost for all those over 60; and, in turn, when
they reach that age, those below the retirement age would pay in the same
manner. Under our specialized economy today we must do collectively many
things which in former decades was done individually or by the family.

Item 4 is self-explanatory.
The $300,000,000 paid out of personal incomes is only 5 percent of the total

tax, therefore 05 percent of the tax comes from business.
Item 5: Two and three tenths billion dollars is the amount of the tax estimated

absorbed by business. Mr. Lovell H. Parker estimates that 35 percent of the
tax would be absorbed.' In all our calculations we have assumed 33% percent.
If it can be shown that business can pay for the amount of the tax absorbed
through increased sales, then the tax will not be a burden on business.

I want to apoligize here for going into some preliminary background to see
if some of our b.Nliefs about money are always justified by the facts.

Money and debt.-Pirst we learn from table VI, that practically all money Is
debt, money being defined as those figures either on bank balances, checks,
pspcpr bills, or coins that are used as a medium of exchange for goods and
servit.es.

TAuLE VI..-Balance sheet-HMoney, loans, and investment'of commercial banks-
Gold and silver purchases (as of June 80, 1941)

Money : Bilions

Demand deposits ------------------------------------------------- $37. 3
Currency outside banks ------------------------------------------ 8.2

Total ------.-------------------------------------------------- 45.5
"Stored" money: Time deposits ----

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 
17. 3

Total ----------------------------------------------------- 62.8

Loans and investments, commercial banks ---------------------------- 47.6
Gold purchases ' ----------------------------------------------------- 20.3
Silver purchases ----------------------------------------------------- 2. 0

Total --------------------------------------------------------- 6 19.9

Stock capital banks ------------------------------------------------- 6. 8
Net difference .------------------ .3

T otal ---------------------------------------------------------- - 7.1

Grand total --------------------------------------------------- 62. 8
1$13,700,000,000 are savings deposits-the turn-over of time deposits is less than I

a year as compared to about 20 for demand desonits.
Excluding inactive gold amounting to $1,000,000,000 In June 1930. as well as $$2,500,-

000.000 of gold increment In stabilization fund through devaluation of the dollar.
I Less than 0.5 percent of money plus "stored" money.

Source: Federal Reserve Bulletin.

' Letter to Senator Edwin Johnson, December 11. 1941.
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Currency outside banks is only the small change of demand deposits. For
every $100 of currency issued there is $100 less demand deposits. In other words,
demand deposits and currency are interchangeable.

Time deposits which turn over not even once a year as compared to approxi-
mately 20 times for demand deposits may be considered as "stored money." Time
deposits have very little Influence on our production of goods and services. Dur-
ing the course of a year they might be considered in the same class as "excess
reserves" of banks-in other words, as potential money.

Table V shows that if all loans and investments owned by commercial banks
had to be repayed there would be only about $20.2 billion of money and "stored"
money left.

Assuming that half of the currency and half of the time deposits are In the
hands of persons not owing to the banks we might get the following picture:

Money: Billions
Demand deposits -------------------------------------------- $7. 5
Currency outside banks ------------------------------------------- 4. 1

Total ---------------------------------------------------------- 116
"Stored" money: Time deposits ------------------------------------- 8.6

Total -------------------------.-.----.............--------- 20.2

Our circulating money would be reduced to $11.0 billions or reduced by three-
fourths. All our money would be reduced by two-thirds. Therefore two-thirds
of our money is debt.

We may here answer the belief: "One must stand on his own feet, get out of
debt as soon as possible, do business with his own money." We have Just seen
that if all individuals, businesses, and corporations and the Federal Govern-
meat paid back their loans to the commercial banks we would only have a third
of our money left.

This conclusion is extremely important In view of the fact that four-fifths of
our citizens depend solely on money to exist; only a small fraction being able to
exist without money (see chart 27, p. 93).

Could we reach full employment with only 20 billions of money? The follow-
Ing should provide the answer.

Relation of moncy an income.-For a given amount of production we need
proportionately a given amount of money. Chart 45 (see p. 94) shows the ratio
between the national income, the Index of our production, and the amount of
money In the past two decades.

This ratio was relatively constant, around 3, for the period 1918-29; then
a break occurred and the ratio today is (Iown to 2. This ratio is called income
velocity of money by Prof. James W. Angell in his remarkable treatise, Invest.
meat and Business Cycles.

The yearly turn-over of all demand deposits, called the velocity of money,
averages around 20, as compared with 2 for the Income velocity.

The belief that money and Income are one and the same thing Is not proved
by the facts, for In the course of a year's time, there Is a definite ratio between
money an(d income.

Chart 43 (see p. 95) shows the period 1922-29 when the cost of living was
very stable.

Though the ratio does not vary much from 3, it is a very sensitive number.
A variation of only 0.05 means a variation in the national income of over
$1,000,000,000.'

The ratio varied from a high of 3.2 to a low of 2.9. Its fluctuations were
Independent of the cost of living. Therefore tihe belief that greater velocity
means higher cost of living, or Inflation, is not borne out by the facts.

I)u-ing the period under consideration the national income rose from $60,-
000,000.000 to $83,000,000,000, and money rose from $20,000,000,000 to $28,-
000,000,000. During the same perlo(t we always bad an excess capacity to
produce of around $8,000,000,000. Again the belief that more money in our
economic system means only higher living costs or inflation is not borne out

'25 billion dollars of moneyX3 -75-blllon-dollar income. 25 billion dollars of moneyX
8.05=76.2-billion-dollar Income.
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by the facts. The old quantitative theory of money certainly needs to be
qualified.

Analyzing further the chart: If In 1927, the low ratio point, we could have
Increased the Income velocity by some fiscal policy to the 1923 level, the na-
tional income would have been $84,000,000,0005 instead of $76,000,000,000, or
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an increase of $8,000,000,000, which is Just about what we could have pro-
.duced by utilizing all our productive capacity. Of course, beyond that point
we would then run into Increased prices. Up to the point of full utilization
of capacity, if business is willing to produce, we should stimulate production

5 At exactly the same cost of living.

66064-41-7
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by increased velocity and without increasing prices. This is where the quanti.
tative theory of money has to be qualified.

From 1923 to 1924 the velocity went down. Our national income was the
same but our money went up $1,000,000,000 therefore business had to go into
debt nearly $1,000,000,000, without Increased production.

From 1928 to 1929 we had the same amount of money, but our national
income went up $3,000,000,000 because the income velocity increased. We gained
$3,000,000,000 additional wealth without the need of additional debt. Here is
again conclusive proof that more production can be obtained with the same amount
of money, if the income velocity is increased.

At this point we may well quote from the recent book by Dr. Alvin H. Hansen,
economic adviser to the Governor of the Federal Reserve System: "* * * the
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possibilities under modern conditions * * * of utilizing any given quantity
of money more efficiently through changes in turn-over or velocity are so great
that it may, within broad limits, safely be said, that there are no serious limits,
from the side of money supply, to movements of money income." '

Now let's take the period 192D-39 (see chart 44, p. 96) : We find here an
amazing change in the income velocity of money. The lowest ratio ever reached
up until 1929 since the turn of the century was 2.72 in 1005. In 1939 we were
down to 2.

This is not an exaggerated picture, for a difference in the ratio of 0.05 repre-
sents a difference In the national income of up to 1.5 billion dollars.

Again we see that there is definitely no constant relation between the cost
of living and the velocity of money, though they do move in the same direction

* Fiscal Policy and Business Cycles, Alvin H. Hansen, 1941, p. 37.
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when there is a violent change. We find this was true during World War I,
but even then the ratio did not go higher than 3.2 nor lower than 2.8.

The national income in 1929 was $83,000,000,000, and at 1940 prices this would
have been equivalent to $70,000,000,000. To stimulate the production of $70,000,-
000,000 at the 1939 ratio of 2, we needed $8,000,000,000 more money than In
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CHART 43

1929. As two-thirds of all money is debt we needed in 1939, about $6,000,000,000
of permanent additional debt to produce the same amount of goods and service
as In 1929.

Active money.-Is all the money we have on demand deposits and currency
used during the course of a year for the exchange of new goods and services?
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Prof. James W. Angell estimates that, In the course of a year's time, about 15percent of all money does not go Into the flow during the year when the income
velocity reaches its peaks.' He infers'that the habits of payments are rather
constant due to the fact that In the three decades 1900-30 the ratio fluctuated
closely around 3I He believes that the decreases or Increases In the ratio are
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CrAAr 44
produced primarily by a certain percent of the money being hoarded during the
course of a year.

IInvestment and Business Cycles, James W. Angell, 1941, p. 339.
$Ch. IX, supra.
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For example in the year 1939, the amount of money was $35,000,000,000, of
which 42 percent, or $14,000,000,00, was hoarded or did not go into the flow
that year, leaving for what lie defines as "active money" only $20,500,000,000.
His income velocity of active money Is then a constant for the years 1933-39
of 8.42 (see chart 46 below). Front this we nmy infer that for every $100 of
active money about $350 of goods and services are produced in a year's time.

Increasing the nati5nal inom.--There are two ways of Increasing the na
tionat income.

The first way of increasing the national income from $75,000,000,000 to
$110,000,000,000 at full enmployiae:t, is to Increase the amount of active money
from $21,000,000,000 to $32,000.000,000 at the same 3.5 income velocity of active
money (chart 31, p. 98). This means increasing the amount of money from
$32,000,000,000 to $55,000,000,000, or an increase of $23,000,000,000, if the income

RATIO OF NATIONAL INCOME
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velocity of money stays around 2. Two-thirds of the $23,000,000,000, or $16,000,-
000,000, will have to be increased debt. This means that to reach full employ-
ment either the Federal Government or private industry, or both, must go into
permanent debt to the extent of about $16,000,000,000.

The second way is to make the same amount of active money, $21,000,000,000, go
around faster, increasing by some kind of fiscal policy the ratio of active money
from 3.5 to 0.2 (chart 32, p. 99). This should increase prices no more than the
addition of new money (see chart 43, p. 95). What generally Increases all prices
Is lack of time to produce and to deliver the goods and/or the lack of desire of
industry to produce more or to expand plant facilities (chart 30, p. 98).

OP. 338, supra.



98 OLD-AGE PENSIONS

CHART 30

WHAT GENERALLY INCREASES ALL PRIMCS?

Lack of time: Production can only be increased about $8,000,000,000 a year
(1940 prices) (sources: National Resources Planning Board, After Defense,
What, p. 5).

Monopoly: Curtailment of production to increase prices and insure profits
(source: Temporary National Economic Committee final report, March 31. 1941,
p. 23).

Ultimate consumption.-It would be difficult to find in our economy one article
produced or one service rendered which is not ultimately consumed by individuals;
the word "consumed" being used in the broader sense (chart 38, p. 100).

INCREASING NATIONAL INCOME
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In 1940 about five-sixths of our national production (national income) was
consumed and paid for directly and about one-sixth was consumed and paid for
collectively. However remote a product or service may be from the ultimate
consumer, it will finally reach him and this will be the ultimate exchange.
Business cannot thrive if there is not an ultimate consumer of its products. All
the intermediaries merely pass the product on.

Spending of $100 on -ew consumer goods and 8ervices.--Chart 39 (see p. 101)
shows that there is not a product or service in our economy that is not a com-
posite of wages, interests, dividends, and surplus." Materials have no use for
money. A tree or a domestic animal does not need money.

1 Taxes are, of course, in turn used to pay salaries and to buy goods. Depreciation is
used to buy capital goods.
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One hundred dollars spent by a consumer goes down the line from retailer
to manufacturer to raw-material producers (chart 33, p. 101).

Duri g the past 5 years, out of every $100 of goods and services produced
abaut $60 went to wages and $40 to interest, dividends, depreciation, and surplus
cartt 34).

CHART 34

Distribution national income
Spent ----------------------------------------------------------------- $100

Wages ------------------------------------------------------------ 0
Interest dividends, depreciation and surplus ------------------------- 40

Source: Average Ratio Wages and Salaries to Gross National Income 1035-39, De.
partment of Commerce. Temporary National Economic Committee, Lauchln Currie, May
16, 1939.

INCREASING NATIONAL INCOME
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When $100 is spent, the retailer, the manufacturer, and the raw-material pro-
ducer pay out wages totaling on the average $60, and they retain $40 for interest,
dividends, depreciation, and surplus (chart 35, p. 101).

Wages will be respent in about a week's time. Let us call fast money money
spent on new goods and services in a week's time.

The money retained by business will take many weeks and even months to be
respent on new goods and services, let us call it slow money.

When the $60 is repent, in turn it splits itself Into fast money and slow money
(chart 36, p. 102).

By the end of the second week with our initial $1.00 we have stimulated the
production of $160, or added $160 to the national Income.



• The slowing-down process of money had been increasing until 1940. We flid
definite evidence of this in the tremendous declining rate of income velocity.
(See chart 44, p. 96.) Furthermore, when the average business organization
needs $100,000 for expansion today it requires only $8,000 of outside capital as
against $28,000 required in the twenties." Therefore, large corporations con-
tinue to pay interest and dividends which find limited investment opportunity.

The spending of $100, in our economy, stmnulntes about $250 of income during
the first 2 months (chart 37, p. 102). Then the money Is all back in the hands of
business, its stock holders and interest holders. From there on it slows down
considerably. If by some fiscal policy we could tax the money out of slow-spend-
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CHART 38

lng hands and transfer it into fast-spending hands, then a new stimulation of
$250 income would ensue.

The belief that "it does not matter how long it takes for savings to be rein-
vested as long as they are reinvested" does not seem to be borne by the facts.
Wages and salaries are practically all respent in the course of a week, the fluc-
tuating element is the money retained for interest, dividends, etc. Part of it is
spent on consumer goods, but the greater part is seeking investment. In 1928 and

11 Temporary National Economic Committee Hearings, pt. 9, Savings and Investments,
May 1939. Testimony of Dr. Oscar L. Altman, pp. 3684 and 3692.
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1929 savings apparently were reinvested more rapidly; they took less time to be
reinvested into the flow and thereby stimulated a higher national income. (See
chart 43, on p. 965.)

Conversely, let these savings idle along awhile and manufacturers will cease
piling up Inventories and producers of goods and services will discharge their
personnel, with a resulting decliiie in the national income. There is a limit to
manufacturers' patience in accumulating inventories and producers of services in
maintaining an idle personnel.

Taxing busnes8.-Generally business people consider tax moneys as lost, as
if hidden away out of use in an old "sugar bowl" (chart 25 below).

Here is $2, taxed out of $100 of sales (a 2-percent gross-income tax). This $2
of slow money takes on the average 6 months .to be respent by business and its
stockholders. If the $2 went into the "sugar bowl," the businessmen not only
would lose it but would have no increase in his business.

Now let's take the same $2 and respend it promptly (chart 26, p. 104). In the
course of about 2 months the money is back in the coffers of business. (See
chart 37, p. 102). It is back in business channels before business or its stock-

TAXING BUSINESS
TAKES NOT RESPENT

" LOSS ofProfi
* NO Increased Business

CnaT 25

holders would have had time to spend it and meanwhile $5 in income would
have been produced.

Let us see what amount of slow money is converted under the Townsend
plan? Dollars

Tax absorbed by employers -------------------------------------- $2.3 billion
Not saved for old age ---------------------------------- 1. 5 billion
From individual incomes over $3,000 ---------------------------- . 8 billion .

Total ---------------------------------------------------- 4.1 billion

This makes about $330,000,000 of slow money converted every month into fast
money.

The yearly $4,000,000,000 of slow money converted into fast money will increase
the national income by the second year of operation of the Townsend plan by about
$4,000,000,000 multiplied by 2.5 or $10,000,000,000 of income.

Increa8ed busine8s.-An increase of $10,000,000,000 over $80,000,000,000 ia
an increase of 12 percent and this means, of course, an increase in business of
12 percent.

We are now coming to the point where we may see if through increased pro-
duction business can cover the amount of the tax which it cannot pass on to its
customers.
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Let us take an Illustrative case:
Monthly sales before the Townsend plan ---------------------- $100,000
Gross Income tax absorbed 0.7 percent ----- - - - - - - - - - - - - - - - - - - - - - - - - -  700
Increased sales 12 percent ------------ ---------------------- 12,000
0 percent net Income ---------------------------------------- 7201

2percentx .30.7percent.0.6 0. r * .

This would point to the fact that a net income of only 0 percent would cover
the amounts of the tax that business has to absorb. In 1937 a study of 288 differ-
ent corporations showed g net income of 9.2 percent.

3

Here again the belief that taxation injures business is shown conclusively not
to be true, so long, of course, as there is excess capacity. Up to the point of full
employment and full productive capacity, the higher the tax and the greater
the amount absorbed, the greater the amount of business.

So I hope to have at last shown that under item 4 of table I the amount of the
tax paid out of business' coffers can practically all be financed through increased
production.

TAXING BUSINESS
TAXES IMMEDIATELY RESPEAIT

NO L oss ofProi
*INCRA$SID Busi/ess

CHART 26

From year to year the Increase will go on, for an increase of $10,000,000,000 of
national income will mean an increase of about $55,000,000,000 of national gross
income, which at 2 percent will increase the tax yield by over $1,000,000,000.

This yield will In turn allow for a greater pension, which will In turn provide
for greater spending and greater production. There is naturally a limit to this
proceRs, the limit being full employment and full utilization of our capacity to
increase our output per man-hour. The continuing Increased output per man-hour
would then be a blessing instead of a curse (chart 40, p. 105).

THE NET COST OF THE TOWNSEND PLAN

Chart 42 (see p. 105) is another way of showing where the money comes from.
As we may see, a great amount of the pension money would come from cancela-
tlon of present expenses. We are now paying a bill for Federal, State, and local
pensions of about $1,000,000,000 annually and friends and relatives of aged
people are paying for their support another estimated $1,000,000,000 a year.

1
2 Old-age pension, S. lies. 129, pt. 1, p. 161.
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2Yet cost, Townsend plan

Pension phase:
Federal and State taxes already paid -------------------- $1,000, 000, 000
Aid from friends and relatives -------------------------- 1,000, 0c0, 000

2, 000,000,000

105
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Employment phase:
Keeps Work Projects Administration reduced ------------- $1, 500,000, 000
Crime bill reduced (estimated 10 percent) ---------------- 1, 500, 000, 000

3,000, COO, 000

In lieu:
Pension phase ----------------------------------------- 2, 000, 000. 000
Employment phase ------------------------------------ 3, 000, 000, COO

5, 000,000,000

Cost of tax ------------------------------------------ , 600, OCO, 000
In lieu ------------------------------------------------- 5,000, 000,000

Net cost ------------------------------------------ 1,600,000,000

The reemployment of about 4,000,000 people under the plan " should reduce
the need for Work Projects Administration funds and we may conservatively
estimate that it should reduce the crime bill at least 10 percent.' These two
sums total $5,000,000,000. In other words, if the Townsend plan came into
being, these amounts would not have to be paid by our citizens. Therefore the
net cost of the Townsend plan may be estimated at $1,600.009,000. We may
therefore conclude that three-fourths of the cost of the pensions would replace
sums now spent otherwise, as we show in chart 42 under "in lieu."

THE TOWNSEND PLAN AS INSURANCE

Chart 48 (see p. 107) shows that each person of the labor force would pay
monthly a premium of $2.50," or less than 2.5 percent of his income whereas the
Gallup poll showed that the overwhelming majority of American citizens Is
willing to pay a premium of 3 percent.

The total amount paid by each person in the labor force would be about
$1,200 during the average 40 years of his productive life, and the amount
received, if he lives the average length of 15 years after 60, would be $9,000.

POST DEFENSE

The 1937-38 slump.-If the Townsend plan had been in operation during 1937
we would have avoided the 1938 slump and business would have practically
maintained its profits."6

Keeping up the flow of money.-Chart 41 (see p. 108) shows three ways of
reintroducing money into the flow.

One hundred dollars can be spent on investment in building new industrial
facilities. This money is paid out in wages, interest, dividends, depreciation,
surplus, and because there is less paid out in wages In Industrial machinery "
than the national average only about $200 in income is stimulated; or, $100
can be spent on defense. Here again the money continues on and is paid out
in wages, interest, dividends, etc., stimulating about $200 in income; or, $100
can be paid out in pensions and spent down Main Street. It goes back imme-
diately to wages, interest, dividends, etc., but stimulates about $250 of income,
because it is directly spent on consumer purchases. (See chart 37, p. 102.)

The belief that when we invest money in a plant it some way stays there,
Is not borne out by the facts. The $100 spent on investment after the creation
of the factory, goes Into the hands of wage earners, stockholders, etc.

In discussions on post-defense economic readjustment, the following question
is often heard:

"Why worry about increasing production through old-age pensions? All we
need to do to maintain full employment is a 'shelf' of good public works and a
'bank' of private industrial projects."

'3The Townsend Plan New Ready Reference Book. p. 59.
'4 Letter from J. Edgar Hoover, Director of the Federal Bureau of Investigation, to Ilon.

Elmer Thomas, U. S. Senate, November 28, 1941.
'3 See p. 2.
Is Old-age pension hearings, S. Res. 129, pt. 1. p. 161.
"?Letter of Herman 11. Byer, Department of Labor, to I. Tarnowsky, August 8, 1940.
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The answer to this question may be:
1. It does not seem reasonable to invest money In new instruments of pro-

duction when those that we have are not functioning at full capacity.
2. If the Federal Government has to make an investment to stimulate $10,000,-

000,000 or $20,000,000,000 of income a year to maintain our economy of $110,000,-
000,000, it would mean adding a permanent debt of some $3,500,000,000 or $6,500,-
000,000. Under the Townsend plan, there would be no addition to public debt,
but the income velocity of money would be Increased. We saw that the probable
increase of income the second year would be $10,000,000,000. For a national
Income of $80,000,00U,000 and an income velocity of 2, we need $40,000,000,000
of money. With the same alnount of money under the Townsend plan system
we would stimulate $90,000,000,000 In income. Therefore, the ratio of money
would be brought up to 2.25 and at some time we might reach again the average
ratio 3 found in the twenties, or even higher. (See chart 46, p. 97.)

THE TOWNSEND PLAN
INSURANCE FOR OLD AGE
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3. Spending by the Federal Government or private Industry is reintroducing
money Into our economy in a very uneven way. Spending through old-age
pensions reaches every rural and urban community of the country in about the
same relative proportion (chart 12, p. 109).

4. For every $100 spent on pensions, we get a greater and a more rapid
'Increase in income in our economy than for every $100 spent through Investment.
(See chart 41, p. 108.)

5. We can regulate more effectively the spending of money through old-age
pensions than through public works because it reaches the whole economy, for
which we have enough statistical information. It Is difficult to determine the
effect on the national income of a particular spending in a particular localIty
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6. The spending of money for adequate pensions is a mandate of the people, as
shown conclusively by the Gallup poll. Why not use these pensions to help at
least In good part to maintain full employment?

CONCLUSIONS

In conclusion chart 47 (see p. 117) answers in a simple way the question
"Where does the money come from?" Five persons in the labor force under 60
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contribute $6.50 a month and the 2,000,000 employers as a group $17 a month to
the $50 pension of one of our senior citizens.

The net contribution of the persons In the labor force is $2.50, amounting to
only a 21/-percent net increase in the cost of living. The $17 paid by the em-
ployers would practically all come out of Increased production.

060
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PERCENTAGE DISTRIBUTION OF PERSONS
60YEARS AND OVER IN THE U. S.

12i2 1911

lisre A'-ett of Gr* e 1

CHART 12

STATEMENT OF (MIss) ALMA L. BINzEL, BEAVER DAM, WIS., PRESIDENT, UNITED
OLD AGE PENSION GROUPS OF WISCONSIN, INC.; 1EMBSN, WISCONSIN STATE CON-
FERENCE ON SOCIAL LEoISLATION

Senator WALTER F. GEORGE,
Chairman, Scnate Finance Committee.

GENTLEMEN: The United Old Age Pension Groups of Wisconsin, Inc., and the
Wisconsin State Conference on Social Legislation wish to be recorded as sup-
porters of the provisions in H. R. 1036 introduced by Representative O'Connor.

These organizations represent a membership of more than 200,000 Wisconsin
citizens.' They are a cross-section of those citizens with the possible exceptions
of those in the highest income brackets. The occupational range of those past
60 years (now mostly unemployed) and of those under 60 (most of them steadily
employed) is as varied as are the openings for work in homes, schools, and
churches; in agriculture, Industry, and transportation; in the professions and
civil service.

The members of these organizations accept the more elaborate analyses of the
flaws in the sections on old-age assistance and on old-age insurance already made
by various congressional colleagues of yours. They were especially impressed by
the criticisms so carefully made and documented by Senator Sheridan Downey.

The members of these organizations wish, however, to have recorded a few of
the liabilities that they have discovered in these sections of the Social Security
Act since the act went into operation.

I. OLD-AOE-.ASSISTANCE SECTION

1. It does nothing to recognize nor to remove the causes, inherent in the finance
aspects of our economy, that periodically destroy the savings of millions of citi-

i The conference alone represents 175 farm, labor, fraternal, national, and civic organi-
zations with a membership of 200.000. See the resolutions passed on pensions, exhibits
1A and lB.

660064---41-8
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zens about the time when such savings are needed for purchasing power In the
years past 60.

2. It makes possible the doling out, in a spirit that is almost punitive, of assist-
ance grants that are too woefully meager to meet even on a decency level, the
body and personality needs Incident to advancing years.

3. It makes it possible for States (and, alas, Wisconsin does so) to make
claims against the estates of the recipients after their deaths for the total
amounts of the grants. Thus the children and/or other relatives of tie aged
poor are treated very differently from the kin of those who have had the privi-
leges of Federal pensions (outright grants) or of Federal, State, or other retire-
ment systems In which the pension part (in distinction from the annuity part)
also comes out of tax funds.

II. OLD-AGE-INSURANCE SECTION

1. It perpetuates the "privilege" pattern established in private corporation
annuity systems whereby those who have been paid most while they worked are
also paid most after they retire.

2. It misleads countless seasonal workers to anticipate annuities at 65 and
thereafter because social-security deductions are made by their employers without
any explanations as to the arbitrary stipulations concerning quarters, years, and
niininium earnings.

3. It also contiscates the payments made by the multitudes of women who work
less than the stipulated time before entering the "uncovered" occupation of
marriage.

4. It also penalizes all those who are directly or indirectly engaged in provid-
ing consumers' goods and services for sale. It does so by removing that enor-
mous but widely distributed amount of purchasing power which, used currently
and more or less locally, would sustain marketss

2 
stabilize employment, and

protect little business and industrial concerns.
Because there are no assets that offset these and other liabilities In these two

sections of the Social Security Act, the members of these organizations urge their
speedy repeal and urge the speedy adoption of the provision of II. R. 1036.
Among these assets in the provisions the members list the following Important
ones:

1. Deferred payments " via a flexible pension that is geared to the national In-
come and to the changes In the cost of living for those workers of the past who
were too Inadequately paid at the time to live decent, comfortable lives hence
couldn't possibly have saved for old age.

2. Indemnity, a gradual and at least partial redress via said pensions for those
arithmetically' unsound financial aspects of our economy that permitted the bor-
rowing of billions of dollars of savings from millions of workers, self-employed or
otherwise, in all fields essential to the development of this country. Such bor-
rowings were made with pledges to pay interest for the use of those savings and
with pledges to return amounts equivalent to those savings on specific dates.
Unfortunately the repudiation 5 of these pledges all too frequently coincided with
the very years when retirement from work made the loss of those savings a bitter
burden to be borne.

3. And, finally, the memberships of these organizations see In the provisions of
H. R. 1036 one important positive approach to unity for which so many appeals
are being made now. This unity, it is the conviction of our memberships, cannot
be commanded from citizens in a democracy. Genuine unity can only be won.

Fortunately, one great aid toward winning this unity lies in the exercise of
the democratic processes in the field of old-age security. These will avoid the
privilege annuities, the penalizing liens against the estates only of the aged poor,
and the outright grants (pensions) for special groups (usually small compared
to the total number of aged citizens) that are able to bring their pressures to
bear upon national or other law-making bodies.

2 See exhibits 2A and 2B: Thp Cleveland Trust Co. Business Activity Chart and the
Cleveland Trust Po. Business Bulletin.

3 See exhibit 3 for evidence that enormous numbers of families in United States of
America still have suich incomes.

' "Remember. 0 Stranaer. arithmetic Is the first of the sciences and the mother of
safety." In 1914 the late Justice Brandeis closed a letter to Norman ltapgood. editor,
![arper's Weekly, with that ouotation. (Pxi. Other People's Money and flow the Bank-
ers t'se It. Jackson Library Edition.)

See exhibits 5A and 5B: Dwight Morrow as qimoted by Garet Garrett In A Bubble
That Broker the World (pp. 13--19, Little. Brown Co.. 19.32). SB. see especially state-
ments by Metropolitan Life Insurance Co. 0 (2) and 6 (3) re losses before the age of 45, etc.
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In conclusion, may I personally say that in my judgment no finer tribute could
be.paid to the 1111 of Rights this December than the speedy enactment of 11. R.
1036. Such au enactment would ennoble tile few remaining years of those who
helped to create the wealth that is the United States of America. It would also
be a promise to those who will be retiring soon.

And for those age groups that will carry the tragically heavy burdens of the
war now and of the peace afterwards it would be a pledge the like of which no
other generations carried with them into the war services to which their Govern-
ment called them.

It is because the provisions of H. R. 1030 are "deferred payments" for some,
"Indemnity" for others, and a "pledge" for the peace period that the meieibers of
the United Old Age Pension Groups of Wisconsin, Inc., and the Wiscoisin State
Conference on Social Legislation urge your committee's active service in the
prompt enactment of the provisions embodied in H. R. 1036.

(ExHIBIT 1-A)

WISCONSIN STATE CONklJRENCE ON SOCIAL LEMiISLATION,
Milwaukee, lVis.

MEMORANDUM ON 11. H. 1036

The Wisconsin State Conference on Social Legislation, at its State Conference
held at Madison, February 22 and 23, 1941, adopted a resolution endorsing H1. R.
1036, which would provide for old-age pensions for persons over 60 years of age,
based on a 2-percent gross income tax on all Incomes over $250 per month.

At a conference oil the Rising Cost of Living and 'axation, held June 15,
1941, in Milwaukee, the following resolution was adopted on old-age pensions:

Whereas there lilts been for the citizens of the United States for years, way
back to the Civil War, the question of the lack of income for large numbers
of senior citizens; and

Whereas there have been before the Congress of the United States at prac-
tically every session. proposals to answer tlt question with 111 adequate
Federal pension for all senior citizens lit tie age of Q0 or 65 years; and

Whereas this rich country lilts only achieved pensions of greatly varying
amounts for tile very few small groups able to bring pressure to bear upon
city, county, State, an( Federal legislative bodies; and

Whereas tile inadequacy of the Social Security Act and its amendments is
recognized by 1ll economic groups (as expressed in this editorial from time
Chicago Journal of Conunerce: "The amounts of retirement income provided
b)y the social security law are entirely inadequate for employees in tile medium
and lrge income groups and it Is to supplenleut these Incomes tlt (private
corporations) pension plans have been devised." And in a postscript by Editor
Slerman J. Bainbridge, of the Townsend National Weekly (p. 12, Saturday,
June 14, 1941) (people from low income groups also find tile Social Security
allotments inadequate) : Therefore be it

Resolved, Tlat this session of the Wisconsin State Conference on Social Legis-
lation record its hearty approval of H. R. 1036, Representative O'Connor's National
Recovery Act, which has been pigeonholed i the House Ways and Means Com-
mittee, Representative Doughton, chairman; and be it further

Resolved, That the conference ask for the early and prompt passage of H. R.
1036 in order that-

1. Recovery be promoted in the markets of consumer's goods and services; and
2. Justice be done to the senior citizens whose jobs and savings have been

wiped out periodically by depressions not of their making; and
3. Unity be fostered between labor, management, and tile Government by

the removal of the fears of insecurity after the 60th birthday Is passed; and
be it further

Resolved, That copies of this resolution le sent to the President of the United
States, Senators La Follette and Wiley, and Wisconsin Representatives, and the
Chairman of the National Defense Mediation Board.

The conference, at its State conferences, has consistently gone on record for
adequate old-age pensions, supporting ol legislation that would help to acheive
this aib until a really equitable and liberal old-age pension system would be
adopted by the Congress of the United States.

(Exhibit 1-B)

In accordance with this position, the Wisconsin State Conference on Social
Legislation has also supported the liberalizing and Improvement of social security,
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so as to allow a minimum of $60 per month, with a supplementary allowance
for wives up to a maximum of $90 per month for each married couple, with an
age limit of 60 years.

(Exhibit 2-A)

The soldiers' bonus created the 1936 boomlet.

(Exhibit 2-B)

THE CLEVELAND TRUST CO. BUSINESS BULLETIN, DECEMBER 15, 1940

Back in 1936 the soldiers' bonus was paid to the veterans of the World War,
and tatpayment stimulated an upturn in the demand for consumers goods
which developed for a time into a very plausible imitation of a real prosperity.
It proved not to be a self-sustaining recovery, and the boom into which we are
now moving will not be self-sustaining either, for it rests on a foundation of
deficit financing, and its products are the implements of war which are In no
sense income-producing.

Nevertheless this period can develop into a real industrial boom, and it can
last for a long time. Our expenditures for munitions, coupled with those of
Great Britain, are going to be so huge that their economic effect will be similar
to that which would develop if we were to pay out a soldiers' bonus each month
over a long series of months. There will be the difference that under those
circumstances we should have a boom in the consumers goods industries first,
and one in the heavy industries later on, while, as things are, the order will be
reversed. The fact remains, however, that we are going to have a boom because
so much money is going to be spent so fast that the boom is inevitable.
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(Exhibit 3)

NATIONAL RESOURCES COMMITTEE REPORT ON CONSUMER INCOMES IN THE UNITED
STATES (1935-36)

Chart Tells Who Has Money in the United States

This chart is a major exhibit in the report of the National Resources Com-
mittee to President Roosevelt. The study points out that family incomes from
$10,000 up are received by less than 1 percent of the people, while the lower
one-third averages a family income of about $471 annually.

This comprehensive study of income distribution, the first since the Brookings
Institution estimates for 1929, revealed further:

More than 4,000,000 families, or 14 percent of the total, had incomes less
than $500.

Nearly 8,000,000 families, or 27 percent, had incomes less than $750.
Over 12,250,000 families, or about 42 percent, had incomes less than $1,000.
Over 19,000,000 families, or about 65 percent, had incomes less than $1,500.
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Over 23,240,000 families, or 79 percent, had incomes less than $2,000.
Over 25,700,000 families, or 87 percent, had Incomes less than $2,500.
Only about 793,000 families, or less than 3 percent, had incomes In excess

of $5,000.
About 294,000 families, or less than 1 percent, had Incomes in excess of

$10,000.

DISTRIBUTION OF FAMILY INCOME IN THE UNITED STATES
BY INCOME LEVEL 1935-1936

FAMILES INCOME LEVEL - AGGRMATE INCOI-
". oo" OVER
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So- 1000 ,,,,,,

I , .............fll UNDER 5o0 ,
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At the very top was a little group of 75 families each having in 1935-36 an
income of $1,000.000 and over.

(Wisconsin State Conference on Social Legislation, Milwaukee, Wis.)

(Exhibit 5-A)

[From A Bubble That Broke the World]

The holder of a foreign bond must have bought It on faith. There was no
other way. How could the individual investor examine for himself the economic
resources of a foreign country and analyze its budget, or enter into the private
accounts of a foreign corporation, try Its balance sheet, and form a Judgment,
besides, of Its prospects in the field?

On the science, wonder, and romance of American investments abroad, on the
individual investor's perilous position in faith, and on the moral responsibility
of the banker, a very beautiful essay was written by the late.Dwight W. Morrow,
who had been a member of the house of J. P. Morgan & Co., international
bankers, then Ambassador to Mexico, later United States Senator. It was
printed in Foreign Affairs, an American quarterly of international vision,
in the year 1927 (a year in which our loans to foreign countries exceeded the
total borrowings of all American States, counties, townships, districts, towns,
boroughs, and cities). This essay became at once a classic of the kind, referred
to continuously by all who wanted a theory or a philosophy of what we were
doing. Ile was On a train, reading a Chicago newspaper, and he counted the
foreign bonds listed in its daily bond table. The number was 128, where 10
years before, as he learned by inquiry, there had been only 6. He wrote:

"Examining that long list of 128 bonds, I discovered that government, niunici-
palities, or corporations of some 30 different countries were represented--coun-
tries scattered all over the world. The list included the countries of our own
hemisphere-Canada, Cuba, Brazil, Argentina, Chile, Peru, Bolivia, Uruguay-
nations abroad with whom we fought and against whom we fought; govern-
ments In the Far East, such as Japan and the Dutch East Indies; and cities
as widely separated as Copenhagen and Montevideo, Toklo and Marseilles.

"The contemplation of the extent and variety of America's investments in
foreign bonds gives rise to three questions: Who buys these bonds? Why do
they buy them? What do they get when they have bought them?"
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These questions he set himself to answer. From statistical evidence he
concluded that more than four buyers In every five were small investors, and
bought them in amounts from $100 up to $5,000. On this, he said :

"Tile Investment in these foreign loans represents the savings of the person
who spends less than he produces and thus creates a fund which he is able to
turn over either to a domestic or to a foreign borrower. * * * When we talk
about the person who is investing in foreign bonds we are not talking about
a great Institution In New York or Chicago or Boston. We are talking about
thousands of people living in all parts of the United States. We ar' talking
about school teachers and( Army officers and country doctors and stenographers
and clerks."

Then the second question : Why do they buy foreign bonds? "Here," lie wrote.
"statistics are of little value * * *. The considerations in the minds of
most of most investors tire, first, the safety of the principal, and, second, the
size of the interest yield. It should be borne In mind that the investor Is the
man who has done without something. Ile has done without something that
he might presently have enjoyed In order that, In the future, his family may
have some protection when he Is gone, or in order, perhaps, that a son or a
daughter may go to college. This Investor wants to bt- certain that he will
continue to receive Income on the bo:d which he buys. He wants that income
as large as is consistent with safety. Above till, he wants the principal returned
to him on the day of time maturity of the bond. It cannot be asserted, however,
that sentiment plays no part In our investments. It does. Many men in this
country bought Germnan bonds, after the successful launching of the Dawes plan,
not only because the rate of Interest was attractive and the principal seemed
secure, but because they felt that they were thus associating themselves iii a fine
venture to help Europe back on her feet." Sentiment allowed its due weight,
yet Mr. Morrow supposed safety was always the first consideration. And he
asked: "If that he true, how is time investor to form ai intelligent judgment -is
to the safety of his Investment? If lie should be asked this qestiom, I think
that he would put in the very forefront of Juis reasons for making the invest-
ment the fact that had confidence in the banker whi offered him the investment.
This throws a heavy responsibility upon tile banker."

Thirdly, the question: What does the buyer of a foreign bond get? Oil that
he continued: "In 1924, 40 persons In a western city put $100 apiece Into a Japa-
nese bond maturing In 1954. What did those people get for their money? They
got it promise. And, mark you, that promise was the promise of a group of
people associated together oii the other side of the earth. Moreover, so far as
the promise relates to the payment of the principal of the bond, the promise does
not mature in time to be kept by the particular members of the group who origi-
nally made it. It is a promise designed to be kept by the children of men now
living. Yet somehow or other, the banker who offers that bond ald the Investor
who buys that bond rely on the people of Japan taxing themselves a generation
from now in order to pay the principal of that bond to the children of the person
who Invests in the bonds today. At first blush It is a startling Idea. It is
particularly startling at this time when so many people are saying that the
various nations of the earth have lost faith in each other. Here we have printed
in a middle western newspaper the record of the day's dealings in 128 foreign
bond issues. Individuals In America are taking their own money, with Its present
command over goods and services, and surrendering that conmmnind to nations
on the other side of the earth, and they receive In exchange for it a promise.
The question may be asked : Nothing more than mt promise? To which the answer
may be made: Nothing less than a promise * * *. Those nations who are
borrowing in America because they actually need the money for a constnmtlve
purpose, who have a solidarity of national feeling and a sense of the meaning
and value of national credit, who are not incurring obligations beyond what may
fairly be considered their capacity to handle them-all those nations may be
expected to pay their debts. Here again the responsibility rests heavily upon
the investment banker recommending investment. The banker must never be
lured, either by the desire for profit or the desire for reputation, to recommend
an Investment which he does not believe to be good."

Two years later the crystal burst. Within 4 years the loss upon American
investments abroad was Incalculable.
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(Exhibit 5-B)

DISCUSSION AT WISCONSIN STATE CONFERENCE ON SPECIAL LEGISLATION, MADISON,
FEBRUARY 22-23, 1941, ON SOCIAL SECURITY ACT VERSUS TOWNSEND NATIONAL
RECOVERY PLAN

1. "What has been said of the Social Security Act?"
1935.-Dr. Paul H. Douglas (University of Chicago): "If unemployment

should maintain its present level for a long period, then it is quite clear that we
will have to use methods very different from those laid down in the present act."

1935.-Mr. Alfred M. Landon: "Tile Social SeCurilty Act is a fraud upon the
working man."

1936.-The New Republic (June 10) Balance Sheet of New Deal: "If 4C on-
gress had tried to pass a poor bill it could not have succeeded any better."

1939.-Senator Sheridan Downey In Pensions or Penury: "The act may not be
a wholesale embezzlement of the public funds; but it is certainly a gallant
attempt to fool all the people all of the time * * *"

1940.-Senator Sheridan Downey in Highways to Prosperity: "* * * its
central, shameful sin Is that it has failed to fulfill its very reason for being:
It has made no one secure."

1940.-The Cleveland Trust Co. Bulletin: "We are going to have a highly
specialized and definitely localized boom-industrial-munition regions--ship-
building communities, etc., will be prosperous. At same time real or near
depression can be expected in agricultural regions * * *. In 1936 the
soldiers' bonus created a small boom in consumers' goods-If we were to pay
out a soldiers' bonus every month-the boom into which we are, however, mov-
Ing will not be self-sustaining-It rests on deficit financing and its products
(war implements) are not income producing."

2. "What have you said of the Townsend national recovery plan?
* * * * * . * *

3. "What did Dr. Isador Lubin, tell the Senate committee about our losses in
national income?"

"Lost from 1930 to 1939 $133,100,000,000 in farm income--labor wages and
salaries, interest and dividend payments !" so Dr. Isador Lubin told us in Decem-
ber 1938. He is Commissioner of Labor Statistics in the United States Depart-
ment of Labor. He used the national income for 1929 as his yardstick. That was
about $80,000,000,000. (It could easily have been 100,000,000,000 had our eco-
nomic-financIal machinery been properly managed.)

His figures, as indicated by his chart of December 1938, are about as follows:
1930 income lost about $11,500,000,000.
1931 income lost about $21,500,000,000.
1932 income lost about $30,000,000,000.
1933 income lost about $25,000,000,000.
1934 income lost about $18,000,000,000.
1935 income lost about $14,500,000,000.
1936 lucome lost about $5,000,000,000.
1937 income lost about $500,000,000.
1938 income lost about $8,100,000,000.

These unproduced billions add up to $133,100,000,000 and average $14,788,-
888,888 per year that could not be used as buying power.

That is why there are now piled up in storage places millions of tons of food-
stuffs, clothing, building materials that are costing us untold misery in unemploy-
ment, in makeshift work and relief ! And money, too, for rent on storage place.
and ever larger debts, both national and local.

4. "What did Dr. Lubin tell the committee was needed by almost 17,000,000
United States of America families?"

"* * * needed from now on more than $13,300,600,000 every year by
10,200,000 families in the richest country in the world." And Dr. Lubin also
told us In December 1938 that 54 percent of the United States families have
less than $1,250 a year with which to buy consumers' goods. He figured that if
every one of these 16.200,000 families could spend Just $2.25 more a day, their
buying power with $36,440,000 daily would be about as follows:

$461,000,000 more for clothing per year.
$800,000,000 more for foods per year.
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$613,000,000 more for rent per year.
$213,000,000 more for fuel per year.
$385,000,000 more for recreation per year.
$208,000,000 more for medical care per year.
$13,500,000 more for cosmetics per year.
$45,000,000 more for movies per year.
$47,000,000 more for electric refrigeration per year.
$224,000,000 more for house furnishings per year.
$73,000,000 more for personal care per year.

"The American Federation of Labor said 11,470,000 men and women are now
out of employment. * * * In February 1939, 7,278,000 households were
receiving relief, Work Projects Administration or other Federal aid." (Milwau-
kee Sentinel, April 9, 1939.)

5. "Who found the invention for reaching and then exceeding the 1929 na-
tional income and improving its distribution?"

No, Dr. Lubin did not tell us from where that increased buying power is to
come.

No, the Social Security Board has not found a way of distributing this buying
power needed now.

Yes, Dr. Francis E. Townsend has offered to us that necessary economic-
financial invention--calling it the Townsend National Recovery Plan.

6. "What Is the social invention proposed by such men as Berger, McGroarty
Hendricks, Pepper, Downey, O'Connor for the distribution of purchasing power?"

Yes; in the present session of Congress it is H. R. 1036; introduced by Rep-
resentative O'Connor, of Montana.

This act faces honestly these three facts:
1. Many United States workers were never paid enough to allow for sufficient

funds and property for old-age security.
2. Many employees did save carefully only to have their old-age property

and funds disappear between 1929 and 1939 (the Metropolitan Life Insurance
Co. told us recently that 97 percent of all men have lost their money, their
business, and their property by the age of 45 years.)

3. Many others have tried for the past 10 years on farms, in shops, and
elsewhere to earn enough for a decent standard of living now and for old-age
security but without success. (The Metropolitan Insurance Co. also told us
that only 1 man in 5,000 men recovers his financial footing after the age of
50 years. And that only 5 men out of every hundred are financially independ-
ent at the age of 65.)

The invention Is the enlistment of 10,000,000 retired and retirable workers--
elder eitivens in an army of buyers of consumers' goods and services financing
the same with a Federal 2 percent tax on gross incomes of more than $250 per
month or $3,000 per year.

7. "How do the Social Security Act and H. R. 1036 differ as to--"
(1) Who are covered?
(2) Whose incomes are taxed?
(3) How long purchasing power Is tied up?
(4) Which calls for more poverty-sharing gadgets?
8. "What should be done about the act and H. R. 1036 now?"
(1) Indorse Resolution IA.
(2) Write your representatives.
(3) Write your Senators (Wiley and La Follette).
(4) Subiscribe for Townsend Weekly.
(5) Organize a Townsend club.
(6) Read the Downey books.
(Alma L. Binzel, Beaver Dam, Wis.)
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THE TOWNSEND PLAN-
WHERE DOES THE MONEY COME FROM,?

Monthly Receipts and Payments

Paid by Labor Force out oF lOOmoNtfrexdites #6.50
ts$e now paid Mfrlvatives ff50iO

Less' ow saved for old age 2.50 -3.50

Ner PA ID BY AsOR FORCE - '2.50
CHART 47
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MONDAY, DECEMBER 15, 1941

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. 0.
The committee met, pursuant to call, at 10: 30 a. in., in room 312,

Senate Office Building, Senator Walter F. George (chairman) pre-
siding.

The CHAIRMAN. The committee will come to order, please.
Who is the first witness that desires to appear this morning be-

fore the committee?
Mr. LEET. My name is Glen Leet; I am State administrator of

public assistance for the State of Rhode Island. I would like to in-
troduce the list of persons who will appear, and to state first of all
that with one exception all of these people are administrators of
public assistance. 'lhey administer State programs of relief, old-
age assistance, aid to the blind, aid to dependent children, in dif-
ferent States. There are some 20 of them present, and each of them
is very much interested in this minority report that has been sub-
mitted by Senator Green, because it deals with matters with which
these people are in daily contact and in which they are vitally inter-
ested.

(The report of Senator Green is printed as part of a separate
document, Report No. 666, of the 77th Cong., 1st sess., entitled "Old
Age Pensions.")

I might state that these people, who all have everyday practical
knowledge and experience in dealing with public welfare, are al-
most unanimous in favoring this statement of Senator Green.

So here is a list, if I might give it to you, and I will introduce
first of all Mr. Clemens J. France, the director of social welfare for
Rhode Island; and as we have a lot of people here, and your time
is limited, we would like to ask if each one of them might make a
statement-Mr. France will speak a little bit longer, but the others
will try to speak not more than 5 minutes--and if we could present
all of these statements, and then have questions asked at the end,
I think it would enable as to cover all the various States represented.

The CHAIRMAN. Very well.; the committee will be obliged to be
on the floor at 12 o'clock or shortly after 12, but we will proceed
with Mr. France at this time.



STATEMENT OF CLEMENS 3. FRANCE, DIRECTOR OF SOCIAL
WELFARE, PROVIDENCE, R. I.

The CnIAI MAIN. Mr. France, you are the director of social welfare
at Providence?

Mr. FRANCE. For the State of Rhode Island; yes, sir.
The CHAIRMAN. And you desire to make a statement before any

questions are propounded?
Mr. FRANCE. I would like to; yes, sir.
The CHAIRIMAN. All right, sir, you may proceed with your state-

ment.
Mr. FRANcE. I think, Mr. Chairman, that you and the members

of the Senate committee may be aware that we have just completed
a 3-day session at the Mayflower Hotel, that was attended by ap-
proximately 200 directors ef public welfare, administrators of social
welfare, both on the State and local level. We started at approxi-
mately 9 o'clock in the morning, and through a series of round table
and panels, we went through Friday, Saturday, and Sunday, all
day, afternoon and evening.

It became increasingly apparent that not only were these
administrators of social welfare vitally concerned with the total war
and defense, but in every one of these panels it appeared that there
were emerging very far-reaching problems in connection with the
social security program and social welfare. If I may say so,
Mr. Chairman, I think the very prompt response which you gave
to our request for a hearing, and the presence of the other members
here, indicates an awareness on your part that in this whole field of
social security and public welfare there is a most important part
which not only the Government, but we out in the field who are
public officials, have to play.

I think at this point we might take a leaf from the book of the
Battle of Britain. About a year ago when I was chairman of the
Unemployment Compensation Board of Rhode Island, I attended a
meeting in Washington of those administering the unemployment
insurance and the State employment services program from all of the
48 States. Mr. Winant had not at that time been appointed Ambas-
sador to Great Britain, but was shortly afterward, but le had, as
you know, been an observer for the President, not only in Great
Britain, but in other European countries. Mr. Winant pointed out
that during the period of the war in Great Britain, the most signi-
ficant advances had been made in the field of social security, public
health, public recreation, and this whole field.

More recent observers, one of whom will speak here this morning,
notably Mr. Eric H. Biddle, have pointed out that in no comparable
period in the history of England have there been such great advances
in the field of social security as there have been during this war
period.

Now there is a reason for that.
I understand that the Senate today is going to pass on a $10,000,-

000,000 appropriation for total defense, and it might seem impor-
tunate for a group of public directors of social welfare at this
moment to urge the appropriation of a certain sum of money for the
extension of the social-security program. However, I think the ex-
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erience in Britain has demonstrated that one of the great factors in
ringing about a unity of purpose, a unity of spirit, and a unity of

action amongst the working people and the underprivileged people
of Great Britain, has been largely these significant advances in social
security. The Honorable Ernest Bevins, Minister of Labor, made the
significant statement that even in the time of war, the motivating
force in British national life would be continuing interest in social
security.

We have filed here a statement by our own Rhode Island Senator,
Senator Green, indicating many improvements which are needed in
the whole social-security program. It is one of the best-considered
statements which, I feel-and that is joined in by a great majority of
the public-welfare administrators-one of the best-considered state-
ments that has been put forth by a Member of the Senate or Congress.

I would like to point out, however, one significant gap in our social-
security program.

If we had a chart here and could visualize the social-security pro-
gram which has been adopted and approved by the national admin-
istration over the last 8 years we would see at the top fairly ample
provision for aged people in the way of old-age and survivors' insur-
ance program, and the old-age assistance program. At the bottom
of that chart we would see a fairly adequate, but not as adequate as
might be, provision for dependent mothers and children.

In between, we would see the unemployment-insurance program,
as I prefer to call it, which makes provision for unemployed people
regularly attached to industry. We would also see that we hada
W. P. A. program, which has been necessarily curtailed, a National
Youth program, and a C. C. C. program.

But still there is one great, vital gap between this period of child-
hood and age. There are millions of citizens in this country for whom
the Federaf-Government did not make provision in the social-security
program. For them we have advocated, and Senator Green has advo-
cated in his minority views of the Special Committee to Investigate
the old-age pension system, that there should be a fourth category of
general public assistance.

I might outline briefly what that fourth category involves. It is not
recognized generally that we have in this country at all times a large
marginal population that are never regularly attached to the labor
market, that never can be. It is hard to state it, a deplorable fact,
but we have approximately two and one-half million feeble-minded
individuals in this country, 2,000,000 of whom are not idiots or im-
beciles, but simple-minded folk that can never make a regular living
in a competitive labor market without certain paternal supervision,
either by a local family welfare society or by a social welfare
department.

Added to that group are a very large number of people that are
physically handicapped in various ways. We have, as shown by the
Tolan committee of the House of Representatives, millions of migra-
tory workers, some of whom have been absorbed, but find themselves
stranded without settlement, and destitute. We have some 670,000
families, according to Social Security Board reports, in which there
is no employable person.
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Due to the reduction in the W. P. A. program from 3,000,000
to a million and a half, we have, notwithstanding the great absorption
of labor, a large number of individuals that from time to time need
public assistance.

We are confronted, possibly, with a large problem of priorities
unemployment. In the transition from consumer goods to national-
defense industries England had as high as a half a million workers
temporarily unemployed due to priorities unemployment.

It is in this field that we feel there is great opportunity for what
we call a fourth category of general public assistance.

May I point out to you that there has been no proposal which has
been made in the field of social security that has had more unanimous
support than this fourth category. It has been supported by all of
the leading national social and welfare organizations, such as the
American Public Welfare Association, the Family Welfare Associa-
tion of America, the National American Social Workers Association,
the State government organizations representing State government
agencies, by the National Council of State Administrators of Public
Assistance and the National Council of Local Administrators of
Public Assistance. It has had the support, and it has recently been
stressed in the last annual report of the Social Security Board, by a
recent report of the National Resources Planning 'Board, by a
recent Committee on Family Security set up by Mr. McNutt, under
the new agency created by the President known as the Office of De-
fense, Health, and Welfare Activities, and by many other private and
public organizations.

Others will speak about the cost of this.
In addition to the fourth category, there are other gaps, but may

I say this in connection with the fourth category-in our own State
we have a liberal, progressive young Governor. He and I have
been trying to work out a State-wide program in this field of general
public assistance. We find it is going to cost us, even on the level
of last year, about $3,000,000 in a little State like Rhode Island.
With the rising costs of living and the impact of war we believe
it may cost our little State $4,000,000. We are going to try to finance
it. We do not know how we are going to finance it. Other States
are confronted with the same problem.

In closing, I would like to divert just for a moment. When the
last World War closed, I had the opl)ortunitv to spend a period,
which extended itself to nearly 3 years, in the British Isles. I went
there in the interests of a movement in which our National Govern-
ment was unofficially interested, but could not, for certain reasons,
be officially interested. A very large segment of our population were
also interested in this movement.

During the course of my stay in the British Isles, because of this
particular assignment, I met a good many political and also a good
many intellectual leaders in England. We became very well ac-
quainted, because I lived there quite c period of time. After we became
acquainted, a good many of these people, partcmlarly the intellectuals,
sort of chided me or kfdded me, if I may say io. This was the form
which their kidding took: They said that Amei ca was a great coun-
try, but it was primarily a materialistic country, -P. thcy said, "You
have never created or produced a great dramatist or poet like Shake-
speare; you have never produced a first-class novelist or composer;
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you have never produced a great sculptor or a great painter or even
a great philosopher, and you really haven't produced a first-class
scientist like Galileo or Keppler."

Well, I am free to confess that this sort of annoyed me, but one
evening when we were sitting around over some Scotch and soda,
something occurred to me, when this same topic had come up, and I
said, "Well, I guess that is true, but we did produce an Abraham
Lincoln." I have a feeling at this time that maybe the mind of Amer-
ica is not so brilliant as some other people's, but I am sure that the
heart of America always has been and always will be great. I think
that the heart of the men in this Senate and this House has demon-
strated in the past few years that you are deeply concerned with these
human welfare values, and I think we have typified the spirit of Abra-
ham Lincoln in the last few years more than ever before.

I do urge, with all the earnestness that I can, that with millions
of underprivileged people who are going to feel the impact of this
war with greater severity than any other group, that in the interests
of national unity of purpose and spirit, and action, that what my col-
leagues have to say here is deserving of your worthy consideration.

I thank you.
Mr. Chairman, I have a written statement which embodies what

I have said here, and certain other technical facts. Could I have
leave to insert this in the record?

The CHAIRMAN. Yes, you may have it included in the record, as
part of your remarks.

(The statement referred to is as follows:)
John G. Winant shortly before he was appointed by the President, as Am-

bassador to Great Britain, spoke at the annual meeting of employment security
administrators, a group of men coming from every State in the Union. The
text of Mr. Winant's address dealt with the significant advances made in
England in the field of social security since the start of the war.

More recently other observers have emphasized the same point. For example,
Mr. Eric H. Middle only yesterday, at the annual conference of social welfare
administrators, said, in effect, that in no comparable period in British history
had there been such significant advances in the field of social security as during
World War No. II.

There is a sound reason for this. In a total war. in a total national defense,
the morale of the whole people must be pitched to, and held at, the highest
possible level. oo

Mr. Biddle, speaking of actual experience of 6 months in England, says:
"Perhaps the most significant thing in England today is the realization on the

part of the working people that they are needed and wanted-that they belong.
On a!l sides, they see concern for their well being; recreation programs, welfare
workers In the industrial plants, special food rations for workers engaged in
heavy work. For the first time in hiq life, many a British worker is getting
recognition of the importance of his effort. Significantly there are fewer man-
(lays lost lit Britain today through strikes and lockout than at any time In
the history of the Ministry of Labor."

It was this which led the British Minister of Labor, the Honorable Ernest
Bevln, to say:

"Even during this war, we must accept social security as the main motive
for ill our national life."
Put in a nut-shell, 1to nation can achieve the highest results in a total war,

if It operates oi the premises that you can exclusively substitute "guns for
butter." Even Germany learned that !esson early in the war.

It is important, in view of British experience, to extend and expand the
Social Security Act now, both to take care of Immediate problems which will
arise in connection with the war, and in order to make the most effective provi-
slon for meeting problems which will inevitably confront us after the war.
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A FOURTH OATW3OY--"0ENERAL PUBLIC A8SI5TANCW'

As a means of Increasing the general feeling of unity and of the national
importance of all occupations, it is essential that the protection of the Social
Security Act be extended to millions of men and women now not protected at all.

Two of the essential freedoms for which this country are fighting are free-
dom from want and freedom from fear. Despite the great amount which this
country has spent, and is spending for social security, there are certain groups
which, because of very grave omissions in the present social-security system,
are not enabled to live at a standard compatible with decency, health, and
well-being.

The grants-In-aid principle as embodied in the public-assistance titles of the
Social Security Act, has been a stimulant to States to provide improved standards
of care for the.aged, for the blind, and for dependent children. However, there
is a substantial group of needy individuals who do not come within any of these
classifications, and unfortunately in some cases the increased standards of care
for those in Federally aided categories have been in some degree at the expense
of (lie groups for whom no Federal aid is available. There is required, therefor,
a fourth category of "general public assistance."

As stated, the morale of our people is important, more important than ever
before, and any steps which the Congress can take at this time to eliminate
Inequalities resulting from present 1,rovisions of the Social Security Act will
be a material aid in strengthening the internal defense of this country.

Less dramatic than bombs, but even more terrible and destructive, is the situ-
ation in which a substantial group of citizens of this country find themselves,
where year after year they must subsist on income grossly inadequate.

The damage and hardships caused by inadequate standards of general relief
throughout ihe country are manyfold greater and more serious than the de-
struction and suffering which is now occurring as a result of the terrible air
raids and bombings which are now going on in Hawaii and Manila.

In Rhode Island, as in other parts of the country, the lowest standards of sub-
sistence are provided to persons who are not eligible under any Federal Publi,
Assistance category, and who are not generally employable. For example, thL
average grant for old-age assistance recipients in Rhode Island is $21.04 per
month, whereas the average grant for individuals on chronic relief is only
$14.77 per month. Chronic relief standards compare even more unfavorably when
you consider that the average family on chronic relief receives only $21.45,
whereas the average family on "aid to dependent children" receives $45.67.

Herein lies the importance of creating this fourth category of general public
assistance. If time permitted, one could develop how such a program would
be integrated with many emergency problems that will arise out of a nation
at war.

Let us consider the groups of persons for whom present Federal legislation
makes no provision:

(() The person who is marginally unemployable because of middle age, lack
of skill, permanent defects, or mental or physical handicaps other than blind-
iiess;

(b) The employable person in a community where sponsors' contributions or
suitable projects are not available (W. P. A. rolls have been reduced from over
3 million to 1 /2 million and further reduction has been proposed) ;

(o) The person who is in need in a State or locality in which he has not estab-
lished settlement (residence requirements for the acquisition of settlement vary
from 6 months in two States to 5 years in six States) ;

(d) The person living in a locality in which there is no provision for general
public assistance (in December 1940, according to Social Security Board reports,
5 counties in South Dakota, 2 in Nebraska, 1 in Idaho, 8 in Florida, 19 in Georgia,
7 in North Carolina, 3 in South Carolina, 52 In Mississippi, "45 in Texas, and 1
In Nevada, made no payments for general relief) ;

(c) The person living in a State or locality where appropriations for general
assistance are inadequate to meet the existing needs;

(f) The child deprived of parental support for reasons other than those speci-
fled under present Federal legislation;

(g) The fandly with no employable person. (In January 1940, according to
'lhe Social Security Board, 673,000 of these families received general relief.)
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It is needless to elphasize tile impact of a war economy which will strike
with severity upon tile above under-privileged and deipendeqt groups of Aine-
lcihi citizens

It is especially important to provide Federal grants to give protection to
thoAe not covered by any present provisions in order that the inevitable and
oftea essential mlglaon of workers in response to defense needs shall not
crere serious problems it many communities which are not equipped to care
for needs whicl may arise. The situation already existing in some areas is
sufficient indication of what Is likely to developp in the future. This hits been
stresse(i ln the First Interim Repart of the Select Committee Investigating
National Defense Migration, House of RIepresentatives, the so-called Tolan
conlnittee.

It is important also to relate any special provisions for men in the armed
forces and for their dependents to an adequate program for the protection of
cltjzem generally. In order to develop a satisfactory program of 1llowalicvs
for wives and children and dependents, or survivors of men ini the armed
forces-or for these lmen themselves In case of injury-It is almost qsselitlal
that we first overhaul our program for the population as a whole and build
upon this to the extent It seems necessary or desirable to provide special pro-
tection for men in the armed forcel.

I will not take the time here to go into a number of other amendments
to the Social Security Act which, on the basis of practical experience in the
administration of welfare programs, we find desirable. However, I would like
to call attention to the Minority Report made by Senator Theodore Francis
Green, as a member of the Senate 'omnnittee Investigating the Ob?-Age Pen-
sion System. To ily mind Senator Green's statement constitutes one of the
best expressions which I have yet geen made by any member of Congress of
some of the greatest needt insofar as public assistance ameendmets to the
Social Securily Act are concerned. I concur most heartily with the recom-
mendations which lie has made in this report, anti haope they imay receive
favorable action by Congress. I an filing a copy of Senator Green's Sttedient.

I am also filing a Brief Iln Support of Recconinnnlation for a category of
public assistance to he added to the Social Security Act, prepared by the
Family Securitv Committee in cooperation with the office of the Director
of l)efnse Health and Welfare Services, Hon. Paul V. MeNutt, director. This
brief of the Family Security committee of the Qffice of Defense Health ani
Welfare Services. in illy opinion, clearly demonstrates the need of anl addi-
tional category of general public assistance, as an esesntial factor in our war
efforts.

it is a significant fact that the following Federal agencies and national
organizations support a fourth category for general public assistance:

Private organizations: Tite Aierican Public Welfare Association, tlte Council
of State Governments, the Interstate Conference on Migratory Labor, National
Council of State Public Assistance and Welfare AdmInistrators, National Con-
ference of Local Public Welfare Administrators, the American Association of
Social Workers, Family Welfare Association of America.

Federal committees or agencies: The Social Security Boarul; the National
Resources and Planning Board; Select Committee to Investigate Intersiute Mi-
gration of Destmtute Citizens (Tolai coniittee, House of Repiesentatives) ; the
Family Security Committee of the Office of Defense, Health amid Welfare Services.
Paul V. McNutt, Director; Interdep3grtmental Committee to Coordinate Heilth
and Welfare Services, appointed by the President July 1940.

(The Inmpority report of Senator Green and the "Brief in support
of recommendation" will be found on file with the committee.)

The CHAIRMAN. Mr. Lyons.

STATEMENT OF LEO LYONS, COMMISSIONER OF RELIEF O' THE
CITY OF CHICAGO, CHICAGO, ILL.

Mr. LYONS. I am Leo Lyons, commissioner of relief of tbte city of
Chicago. I will endeavor to confpe my comments to tllf iret relief
situation in that area.

66064-41-9
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You perhaps know that in the State of Illiuois we have the benefits
of present A. D. C. legislation, old-age assistance legislation, but
have not yet taken advantage of Federal legislation for aid to the
blind.

Direct relief is administered in the State of Illinois by 1,455 local
governmental units-namely, townships and the city of Chicago. In
Chicago we are experiencing a very encouraging downward trend in
direct relief.. The relief load has dropped from approximately
115,000 cases in June of 1939 to a present all-time low level of ap-
proximately 50,000.

We are encouraged because in that adjustment of the direct relief
load we are finding that the employable group-that is, those accept-
able for enployment-have moved off into jobs. others are going into
the A. D. C. programs and will possibly make a further definite reduc-
tion in direct relief.

We in Illinois are concerned that the residual load-namely, those
remaining on direct relief and who do not now qualify for Federal
benefits and who are not employable-be given an opportunity for
at least a reasonable subsistence standtird. It is indicate(l that unless
the Federal Government establishes this fourth category of direct
relief and provides for a uniform adinnistrative procedure and unii-
form assistance grants that there will remain a group of persons on
directt relief who will not be adequately cared for.

I am of the opinion that there are two very important principles
involved. First. certainly everyone in this country is entitle( to
live at a reasonable subsistence level. Therefore, a program should
be developed so that persons in need can be adequately cared for
in the event that the problem becomes even more. difficult. Second,
this cannot be done, in my ol)inion, if there are too many agencies
in any given locality administering the program. Therefore, it would
seem that uniform and reasonable standards of grants and a uniform
basis of administration for all categories, including direct relief,
should be developed.

Any program so considered should include all persons in need.
Communities are immediately confronted with the problem of caring
for migrants. Under existing legislation in the State of Illinois a
person has to live in the State 3 years before he qualifies for direct
relief. Relief is administered under a so-called pauper law. Cer-
tainly no one likes the word "pauper" and persons in need should
not be so classified. But that is the law in the State of Illinois.

It seems, therefore, that consideration must be given to a uniform
residence or settlement law which will provide throughout the country
a decent standard of subsistence, and good, sound administrative
procedures for everyone who qualifies for public aid.

Thank you very much.
The CHAM31AN. Thank you, Mr. Lyons.
Mr. LEET. May I ask that Mrs. Bost speak next, as she has to meet

with the chairman of the Ways and Means Committee shortly?
The CHAtMAN. Yes. Mrs. 'Best.
Mrs. Best, you are the commissioner of the State Board of Chari-

ties and Public Welfare of North Carolina?
Mrs. BOsT. Yes, sir; I am.
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STATEMENT OF MRS. W. T. BOST, COMMISSIONER, STATE BOARD
OF CHARITIES AND PUBLIC WELFARE, RALEIGH, N. C.

Mrs. BOST. We know that in finding the billions that are necessary
for defense of our country, you gentlemen of this committee have a
gigantic task before you. We know that it can be done, and we know
that it must be done. But we wouldn't be here today if we did not
believe sincerely and earnestly that the preservation of the social gains
of the past decade, and the filling up of those gaps in meeting the
needs of )eol)le, is a very definite and integral part of an all-out
(lefeose prograni, and just as urgent.

As administrators we feel that we have a responsibility in laying
before you these facts as we see them, in the operation of the program
in our respective States, and we deeply appreciate your giving us
this opportunity to present those facts.

I was particularly iml)ressed by a statement that was made by Mr.
Biddle, who has been referred to, and who was in England about 6
months, that the success of Great Britain would not have been pos-
sible, that is, up to the present time, had it not been for the quarter
of a century of social services of that country, which have become
just as much a part of the warp and woof of Great Britain as its
armaments and its planes.

And so I think it will be with our country. The needs of our civilian
population have got to be met.

When we think of the thousands of men who have been rejected by
the Army because of health needs, we know that somewhere along the
line we failed those men. And so the men, women, and children must
be assured of a steady flow of clothing, of food, security of homes, and
therefore we must see to our human defenses as well as our military
defenses.

The fighting of brave men to preserve our democracy, to )reserve
our way of life, will be heartened, we feel, and strengthened a hun-
dredfold if they have some assurance that their people back home are
going to be cared for by their Government, and that the United States
will give its citizens an equal chance.

We know that many of the nondefense expenditures may be cur-
tailed. That is to be expected. But we are wondering at the same
time by what measuring rod that curtailment of expenses will be
effective; how they will be sifted out, those nondefense needs.

So, could we not accept as a: sort of simple formula that the human
asset only counts, and use that as a guide. Thus we could say that
total defense, which embraces the defense of our human and social
resources as well, is a democracy's answer to total war.

An equal chance. or at least a reasonably equal chance, is what
North Carolina and a number of the other low-income States would
like to be able to give.to its needy aged and its blind, its dependent
children's families, and those people who are on general relief.
We believe that the only way to give them that equal chance, and I
think that variable grants is just another name for equal chance, is
for the Federal Government to step in and to help those low-income
States.

North Carolina's average per capita economic income, I think, on
the basis of the 1939 Census Bureau figures, was $312, as compared
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wit], the national average per capita economic income of $541. We
are forty-first in the 'scale, which means that there are seven other
States below us.'

Now, when we pay approximately 39,000 needy old people an
average of about $10.16 a month, as we did during October, we
strained every effort financially to pay even $10. That was in view
of otir program of education, our prograip of roads for which the
States is largely responsible in North Carolina. We are perfectly
well aware of the fact that the 10,000 families that we allowed an
average per month of'$16.78 not nearly enough to meet their needs
on a basis compatible with decency and heath. But that was all
we had to give those families. When you think of $16.78 per family
in this day of rising living costs, then you realize thaf they can't live
on that. The same thing can be said, of course, of general relief.
We are not very proud of the fact that we paid $7.13 per family
for about 4,000 families, that is, the counties did-when the national
average is I believe around $25.

North Carolina is one of the 11 or 12 remaining States that does
not make any State appropriation for general relief. We are
entirely dependent upon what the counties put up through their poor
friends, as we used to call it-the inadequate relief funds. I think
it is well to keep in mind in this connection that we have prop)or-
tionately more of the children of the United States in the southeastern
section of the country, but less of the country's wealth in providing
for them.

In these low-income States we might say that our children have
less than half a chance at an education, at home security, for food
and clothing, and the other needed things.

And I think we were right startled a year or two ago when figures
caie out that there were 40.0,0,000 Americans living in homes in
which the average cash income was less than $9 a week; and yet they
are the type of families, they are the clients and the recipients down
in these low-income States that we are dealing with from time to
time, a great many of those people are in those low-income States.
time. A great many of those people are in those low-income States.

I think it is a serious thought, $9 a week for 40,000,000 Ameri-
cans, and when you break that down it brings it to an average
of 5 cents a meal. It is a pretty serious thougfit when we consider
the thousands of youngsters that we are "pumping into our society,"
as someone has expressed it, on 5 cents a. meal.

The impact of the -war and defense programs will intensify )rob-
lems of transioncy, family dislocations, social protection, maybe
homeless children through evacuation, and should we not be fortified
against that day?

I have here a statement showing statistics as to 10 of the Soutliern
States, and I notice here )articularly that in this matter of general
relief, one of the States is paying $3.11 per family per month. There
are about 900 families in 'that l)artieular State, and I am thinking
of how they -would divide $3.11 a month among a family.

Thank you very much.
(At this point ihe chairman left the room, and Senator La Follette

assumed the Chair.)
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Senator LA Foux . Thank you.
Mr. LEET. Might I ask tnit Mr. Middle si)eak nekt, as he has to

take a plane.
Senator LA FOLLLrTE. Certainly.
For the record, will you please give your full name, address, and

present position?

STATEMENT OF ERIC it. BIDDLE, C&SuLTANT VOR THE AMERICAN
PUBLIC WELFARE ASS0CIATiON, WASHINGTON, D. C.

M f. BnDI.E. Erie H. Middle, consultant for the American Public
Welfare Association, as a result ot observation in Great Britain
for that organization, and for several Federal agencies.

Senator L.t FOLLE'rTE. What period were you in1 Great Britain?
Mr. IDDLE. InI September and October of 1940, and again fromn

early March of this year until September, about 8 months.
Senator L.t FOLLE'rE. Proceed in your own way, l)lease.
Mr. BIDY . Gentlemen, about a year ago one of the members of

tme British Cabinet stated that in his opinion thl successful defense of
Britain and the battle of Britain was as much accounted for by the
development of the British social services in the previous quarter of a
century as in fact the Royal Air Force itself.

(At this point the chairman rettimed and assumed the chair.)
Mr. fiDI . I think that any observer in Britain today would

testify to that fact with great conviction.
The 8 months which I spent in Britain during the past year took

me to every corner of the country. I was in London during the
most severe part of the battle there, and in every part of the country.

I think it can be said as understatement that there has been no
period in British history when the social services have been as much
extended as they have been during this past 2 years, and I don't
think that that 'Is accounted for by any primary urge to extend the
social services as such, but the recognition of the part that that has
played in British morale will provide the answer for that extension.

The health, unemployment insurance, and old age and survivor's
insurance acts, and the last two acts are similar to our own acts,
generally speaking, have been extended both in coverage--that is,
as to number of people covered-and in benefits. The extension in
benefits has been, frankly, to meet rising living costs, but a greater
number of people are being covered by those acts.

Now before the war there were two general types of public assist-
ance: One, the local poor relief that was granted to the unemploy-
ables, as we might say, in the localities by the local poor-law authori-
ties; and then the very much larger number that was covered by the
national unemployment assistance provision, which was granted fIrom
national funds and administered by the unemployment assistance
board.

Since the beginning of the war there have been various extensions
in the assistance field. The unemployment assistance board is now
administering several new types of assistance. Thi most nearly
parallel one to the fourth category here is the prevention and relief
of distress act, which provides for the granting to aMy person whose
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income is affected for any reason by war, and whose total income falls
below a certain level, to receive aid from the assistance board.

Senator VANDENBERG. What is that level, do you have it in mind?
Mr. BIDDLE. Tho level-I can't Live you the exact figure, but it

establishes approximately the same evel basis of assistance as is pro-
vided by the unemployment insurance act. The assistance board has
discretion to increase the amount of the grant above the basic level
and this discretionary power applies to Prevention and Relief oi
Distress Acts, as well as to the unemployment assistance supple-
mentary old-age grants. According to my observation, the opera-
tions of that agency indicate that it was meeting maintenance requir-
ments at reasonably good minimum levels.

Senator LA Fomrn. You spoke of the fact that there had been
an increase in the standards largely due to the increased cost of
living?

Mr. BiDDR. Yes.
Senator LA FOLLErIrE. Comparatively, have the standards been

maintained or has there been some regression so far as the actual
situation of the recipient is concerned?

Mr. BIDDLE. No; the standards have been maintained; I should say
that today in Britain the low-income group was probably in better
case than before the war. There has been much more contraction
of the range of income due to the high taxes, extremely high taxes in
the upper tax brackets. That, Senator, has also been aided by the
expansion of a number of other social services, such as the British
restaurants, the local restaurants, which provide meals at very low
prices for any citizen, and for those who can't paiy for meals, they
get them free; factory canteens, day nursery care, expansion of the
whole range of social services, not merely confined to these assistance
and insurance services.

Senator RAMiLFFE. Referring to the situation in America, are you
satisfied that sufficient progress has been made to secure work, from
those on relief, in part-time or in temporary employment? Let me
give you a specific illustration. When I was a boy most of the corn
husked in our neighborhood was husked by elderly people, or people
who didn't do full-time work, but were able to devote a few hours a
day to do that. That corn is not being husked now. Those people,
most of that type of people, are on relief, and they are afraid to
jeopardize their relief by coming out and helping to husk corn, and
the result is that a goodl deal of the corn is being left in the field
unhusked. Those people, many of them, are entirely able to do that
kind of work, and they have this feeling, that they dare not attempt
it because they jeopardize their status.

Mr. BIDDLE." That, I think, sometimes hap pens because of an unimag-
inative administration of the relief. In other words, it sometimes is
provided that relief ceases entirely if there is any employment; in
other words, some rigid rule of that kind, rather than a supplementa-
tion of very low levels of relief to bring it up to that level.

But may I call your attention, sir, to this very great difference of the
present war situation and the present situation? You will find today,
as I did in Britain, and much more pronouncedly so a year from
now under these war problems, that the frightful dislocation and
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sudden violent dislocations in industry, resulting from the closing
down of nonessential industries and that sort of thing, will give you
an entirely new type of need. Thus, for example, due to a Govern-
ment restriction on priorities because the materials are not available,
a certain type of industry shuts down, or a self-employed person gets
out of work. He may need training of some kind to fit him for a war
industry, and I have seen this in the analysis, I have analyzed the
records in the British unemployment-insurance offices and in the unem-
ployment-assistance boards, and found men, who had never in their
life had an unemployment experience, because of reasons that were
beyond the control of anybody finding themselves out of employment
for some space of time.

Now, in that case this prevention and relief of distress act was
there promptly to pick them up. I saw cases where physicians were
being displaced, professional men, because of some population shift.
I actually found in a number of cases professional men that never
thought of having a problem of assistance, being picked up by this
act.

I have seen in the "blitzed" cities, the assistance board in Plymouth,
for example, and at Coventry, sitting at a long table down a room
with the people coming in the morning following a blitz, coming
down the line of that table. The fact that the assistance board was
enabled, out of funds provided entirely by the National Government,
to give immediate and adequate relief to victims of industrial dis-
locations, characteristic of the war, has more than a little to do with
the high morale of the people. Repeatedly, I saw striking examples
of the morale value of these prompt measures tbat were not dependent
on the vagaries or the financial situation of tl,, local authority, since
they were the provision of the central government.

Senator RADCLIFFE. We know that there has been a serious need
for farm labor. We knew that there are many people in the cities,
trained on the farm, who are on relief. Now there is ample oppor-
tunity for them, if they would go back to the country where they
were born and raised. Isn't there some way that that could be
expedited a bit? I know of hundreds of cases, almost, which will
illustrate the point I have in mind. Should a man who is born and
raised in the country, entirely familiar with farm work, insist upon
staying in the city on relief when he can go back to the work with
which he is familiar?

I know it is very hard to adopt any general rule on that, but
what can you do to expedite that, and what is being done to expedite
something which is a perfectly natural process?

Mr. BIDDLE. Well, Senator, I think you can almost dismiss from
your mind the problem of an unemployed pool of tny extent perhaps
a year from now; however if the experience of Britain is any indica-
tion, there will be a period ior the present when that pool will probably
be fairly sizable.

Senator RADCLIFFE. I was referring to conditions in this country.
I am not referring to the situation in England.

Mr. BIDDLE. The situation will be substantially the same. As
you have the nonessential industries gradually being diminished in



Volfiib, and the transfer to ikhr ihidhstries, thbre is a certain amount
of lhk thri'6.

Just let iiie Oive you the figures, for example, in the British situa-
tbn aid I thiik you will find the experience will follow that prettyiiiih thi daine, in -this coitty.

In Atigust of 1939 tuieihploymeftt was abodt 1,300,000. It went
down gradually, but stayed as high as 900,000 uitil the spring of 1940.
It remained around that figure until last winter; then it decreased to
h low of 200,000 in ,July 194t. Today you have got every labQr source
in the country bng tapped, woien being conscriptdd, and that kind
of thing being done. The onily thing I would urge is that when you do
act on this measure, not to act on the basis of the Ji)re-war situation
when you did have the problem that you mentioned, a very real prob-
lem. Rec btize the fact that th i'ecord you need is the underpinning
of morale Tor speedy and swift action in the case of these situations
of dislocation in the industrial situation.

The CHAIRMAN. Are there any further questions?
(No response.)
The CItAmIMANq. Thank you very much, Mr. Middle.
Mr. Hamilton.

STATEMENT OF JOHN HAMILTON, DIRECTOR OF PUBLIC WELFARE
OF THE CITY OF CRANSTON, R. I.

Mr. HAMILTON. My name is John Hamilton, director of public
welfare of the city of Cranston, R. I.

I have been director of public. welfare, Senator, for about 33 years,
)erhaps the longest of any director of public welfare in AmIerica.

I amn only going to take a few moments, because I am just going
to discuss One little problem that has been in my mind for many
years, and has given me many, many headaches.

I hope that this wonderful committee will include in their report
the introduction of a national assistance law.

Our headaches have beeii with the settlement, and I hope they
A on't use that word "settlemnent"-use anything else but that because
it has been a headache many, many times.

In one State it is 5 yea's, and in another State it is 3 years, and
in another it is 1 year, and in California it is 6 months, and in Rhode
Island it is 5 years. Let's begin to meet this problem which is going
to be, to my mind, a bigger problem than public welfare organiza-
tions have ever met. Let us ask the Federal Government to help us
in general assistance, that category between old-age assistance and
aid to dependent children, by establishing, if possible, a national
welfare law.

I thank you very, very much.
The CHARIrMAN. Thank you, Mr. Hamilton.
Mr. LEWT. Mr. Solenberger will speak next, please.
The CHAIRMAN. Mr. Solenberger.
Mr. Solenberger, you are assistant to State secretary of public

assistance, of the State of Pennsylvania?
Mr. SO[kNBERdER. Yes.
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STATEMENT OF WILLARD E. SOLNBERGER, ADMINISTRATIVE
ASSISTANT, PENNSYLVANIA DEPARTMENT OF PUBLIC ASSIST-

ANCE, STATE OF PENNSYLVANIA

Mr. SOLENBERGER. I am Willard E. Solenberger, administrative
assistant, Pehnsylvania Department of Public Assistance. I am
representing the secretary of public assistance, who is unable to be
here today.

Pennsylvania has a consolidated public assistance program, that is,
we have a single State agency and single county agencies, which
administer all types of aid to people in their own homes. It includes,
of course, the three types of assistance now provided under the Fed-
eral Social Security Act, ar~d also general relief. The State has an
outstanding record, I think, of shouldering responsiilility for de-
pendent resi(lents through general relief. There has been an un-
interrupted, entirely State-financed general i'elief program since 1932,
which is, i believe, unique in the United States.

This policy has proved its soundness, tlmt is, the policy of having a
general relief program which providess a floor under all the other
programs so that people who fall between the slats will not be uncared
for; but, it has broug it recurrent, threats to State finances and budget
l)lanniig, as the load has gone u1) and down. It has ineant, of course,
State tax problems rather than local, and it has meant the curtailment
or sacrifice of some other important State government fiuctions which
were considered l)erlml)s less iml)ortait.

At the samn time, while no needy person has ever been turned away
from a relief office for lack of funds in Pemisylvania, it has been
possible to provide only what amounts to a bare subsistence for de-
penlent families; that's, the four necessities of life, food, clothing,
fuel, and shelter, and in the present situation we have not yet, found
any way of increasing allowances in keeping with rising living costs,
though there is general recognition oil te part of Stalte ollicials, amid
I think of the public generally, that this should be done.

On the basis of Pennsylvania's experience, and the outlook in the
State as one of our largest industrial States, there can be no question
as to the importance of the possible extension of the Social Security
Act to include general relief, with a system of variable grants-in-aid
to tile States.

We recognize that there is greater need for Federal assistance in
some States than iii Pennsylvania. The only way some of the lower
per capita income States can have a general relief program that will
be at all comparable to the rather minimum program that we have
been able to have in Pennsylvania is to have a larger grant-in-aid for
this type of assistance than we would need, perhaps, in Pennsylvania,
or New York, or in some of the other States.

The secretary of the Pennsylvania Department of Public As-
sistance commiuicated this view to Members of Congress from
Pemisylvania last spring. It is the feeling of the department, and
I might say this feeling is based on pretty extensive studies throughout
the State, including spot checks in various industrial communities-
that the events of the past week have added to the reasons that were
cited last spring.
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I am going to mention just three of the factors which seem to us
to become more important:

First.: General relief on a reasonably adequate basis is the only
means of guaranteeing a minimum security and morale during the
war to the sizeable groups which, even in a State with very much
expanded industrial )roduction such as Pennsylvania, are still un-
covered or inadequately covered, as far as family security is con-
cerned. It is the underpinning which alone can offset gaps'and lags
in other programs.

Second: Pennsylvania has tremendous industries directly geared
already to the national war effort. It has others which must be,
or ha;e already been, curtailed or altered. We have extensive
hosiery mills in Berks County around Reading that have had to
curtail. We have up in the anthracite fields, where there are no
defense contracts, not only unemployed miners but we have textile
mills which are soon to be hit by priorities, and there are other
industries. This means that able workers are becoming unemployed
until they can be shifted to other work. In sonie instances they
have had previous periods of unemployment which have exhausted
their unemployment compensation benefits. We believe that a general
relief program is the only program flexible enough to make sure that
there will'be no wastage of the sorely needed human resources repre-
sented by workers and their families caught in industrial readjust-
ments.

The third point: On the State relief rolls, even after a tremendous
reduction during the past 2 years-and we have had a million people
go off relief in Pennsylvania in the last 2 years-we still have men
and women who can be employed if they (anl be rehabilitated, helped
and trained, and in recent months the State has inaugurated a sys-
temati' rehabilitation program. These people should take their places
in useful employment, and if Mr. Biddle's analysis is correct, within
the next year it will be important and neces.'arv that they take
their places if they can be put in a position to do so.

We feel, however, that such salvage efforts are iml)ossible without
the guarantee of the minimum necessities of life and health while
the rehabilitation process is going on, or while they are getting re-
trained or given original training to do any sort of work. Clearly
there must be medical care and at least minimum subsistence pro-
visions for these people if there is going to be tay chance at salvage,
and we feel that nationally, and also in Pennsylvania, a Federal-
State general relief provision would be the surest guarantee of this.

Senator LA FOLLEVFE. What is your view so far as the requirement,
which is shot through all of our efforts, generally speaking-that a
person must be virtually a pauper before being eligible--is con-
cerned? Take, for example, the priorities unemployment group. Is
it or is it not your view that there would be a terrific wastage so
far as much needed manpower is concerned, if they are forced to
go through a process of pauperization before they become eligible
for direct relief?

Mr. SoL:NiraGEB. Yes; I think from the moment a man becomes
unemployed, there is always possibility of some deterioration of
health, and living standards, setting in at once. It is true that a
general relief program doesn't begin to catch people until they
have exhausted other resources. The point is that it is an underpin-
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ning that says that every family can go down only so far, and Gov-
ernment responsibility then is clearly recognized, and there will not
be any who simply fall through all the slats.

I think that is the significance of a general relief program. It is
an underpinning for everything else. There are better ways of
meeting needs. For instance, if the family is drawing sufficient un-
eml)loyment compensation, that certainly is more desirable in every
way, but if they have exhausted their benefit rights, and there is no
other provision, a lack of adequate general relief is certainly going to
hasten the process of deterioration.

Senator VANDENBERG. I would like to ask one question. I was
struck by the fact that you say you have this unified administration
in Pennsylvania, which appeals to me very much, and I would like
to ask you this: Would there be any sense in a Federal system of
Stat,. relief which allocated to the State the total amount of Federal
fu ?Js that could be made available in the Federal economy for all
tyijes of relief, leaving it to the State to use that Federal contribution
ir.'all categories in any way it might see fit?

Mr. SOIENBE.ROER. We believe very much, in Pennsylvania, in a
single approach to dependency, that is, we don't see much distinction
between granting old-age assistance to one member of a family, and
then aid to dependent children, and grant some assistance for the
children under 16 and you are still ignoring the adults, and in an-
other family you grant general assistance to the whole family. We
feel that in all cases where a family is involved, the thing to do is to
see what the family needs, because'if you grant assistance just to the
old person, the money is bound to be divided among the family, if they
have no other means.

There is abundant evidence, where you don't have a rounded,
unified program, that the so-called special grants are simply spread
thin to cover an entire family whenever one is involved. But, if there
were Federal participation in any type of assistance, a State could
then consider family need in each case as a whole, and use Federal
funds equitably for the entire needy group rather than as now happens,
where you can go up to $40 in ol age assistance, and yet for the first
child in a dependent children family, the Federal participation is
limited to one-half of $18; and with the blind you can go to $40, while
there is nothing for general assistance. What we do in Pennsylvania
in a case with two dependent children where you have $18 allowed for
the first child, and $12 for the second, is to take this specified Federal
maximum of $30 and simply grant enough general assistance to make
the total amount of aid the family gets equal to the family budget,
which might be $40 or $50.

With Federal aid for all programs, instead of the elaborate book-
keeping and attempts to keep all these things separate, you could have
a single approach to the problem, which I think would be more efficient.

Senator CLARK. You save a good deal of money in administration
that way, don't you?

Mr. SOLENBERGER. Yes, we have found that we do, through having
a single staff, single office, administer all types of aid. The same
investigator who goes jut to investigate one family in .a particular
city block handles all types of cases. 1 think that kind of unity
would be promoted if it existed as far as Federal provisions are con-
cerned, as well as State provisions.



136 OLD-AGE PENSIONS

Senator VANDEnEiRo. Then are you saying, il answer to my ques-
tion, that there might be some sense in one general aid appro)lriation
from the Federal Treasui'y to each Stath, to be tied to fit its owil
local necessities pursuant to its own local judginent ?.

Mr. SOLEXBMEIR. I would say I think as ftr as a federal grant
is conceriii(lI that there should be no distinction between programs,
that it should be for the State to use fbi: assistance purposes, but
that might not necessarily be possible as a first step. Many States
don't have unified programs or unified agencies, but i thiilk theie
would be a tendency, if you would provide for Federal participation
in any type of assistance, to make progress iih that direction, and I
think it would be sound.

Senator VANI)WsliwO. Thank you. I have always felt that local
authority had the best opportunity to judge as to 1cal need, and that
the use of funds, the suballocatioil of fundIs, might substantially differ
in various States, and that the State authority is tle one that ought to
make the decision.

Senator ClimK. Coining back to this questioli of general wtlfat'e
benefits, due to this war dislocation, the efct of the dislocation
through priorities and other war conditions, war activities, is essen-
tially the same in result on many industries as technological inven-
tions, or anythitig of that sort, which hats thrown a vast number of
nien out of einployinent.

It is also true, is it not, that while taken by groups it may he said
that tie classes thlt are thrown out of emlplonient. by a technological
advance, or any similar condition, will ultimately be absorbed hack
into some oler business as regards individuals, it is true. is it not,
that a man who is 55 or 60, who has been a glassblower all his life
and is thrown out of employment, may never be able to adjust himself
in any other capacity? And so, as regards individuals, this need as
a result of this war effort and these priorities, is going to leave a
large number of men who won't be absorbed, and can't l)e absorbed
into any other occupation, and therefore are going to be in need of
these benefits?

Mr. SOLENBEIROER. I think tlm need may be temporary. If we have
enough labor demand, there is likely to arise a situation where every
individual will be needed somewhere, if we can get him there.

Senator CLARK. But there is going to be a very great temporary
dislocation?

Mr. SOLENnERGE . Yes: you may have a man give up zin uiiskilled'
job to take a training course and go to a skilled job. That may mean
that some unskilled person, who could never do machine work, gets
that job. During that process we feel that general relief is the basic
underpinning. There may be other methods of handling the prob-
lem, but that is at least an insurance that there will not be any
persons entirely unprovided for.

Thank you very much.
The CuAIRMAN. Thank you.
Who is the next witness?
Mr. LEET. May I ask that Mr. Parke M. Banta, State administrator.

Social etfiity Commission of Missouri, speak next?
The CAiiMAN. Mr. banta, come around, please, sir?
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You are the State adiniij strator of the Social Security Commis-
sioni of Missouri ?

Mr. BANTA. Ves, sir.
The CIIAIRMAN. You amy proceed.

STATEMENT OF PARKE M. BANTA, STATE ADMINISTRATOR, SOCIAL
SECURITY COMMISSION OF MISSOURI, JEFFERSON CITY, MO.

AIr. BANTA. 'Th]e State Social Security Commissioi' of Misxouri
adnilnisteis the various i)ublic relief programs in Missouri-xcept
aid to the blind-in adlition to performing other welfare services
not necessary to mention here. 61ur State has taken advantage of the
provisions ;f the Federal Social Security Act by enacting a State
social-security law and submitting and obtaining Federal approval of
plans for ol-age assistance and aid to lel)endent children, so that
State funds expenled for these categories of public assistance are
mat'lie(I by the Federal Government in the form of grants in aid to
the State.

No Missouri legislature has vet seel fit to enact a law under which
we can obtain aplrovil of a pl'n for aid to the blind and thus become
entitled to Federal "yralits in aid for this category of public assistance.

In addition to providing for old-age assistance and alid to depend-
ent children, our Missouri law provides for general relief, described
in tile law as "public relief to individuals in cases of public calamity."
lie legislature has apl)ropriated for the iiennium ending in 1943,

$6,000,00 for general relief. For at least one other biennium, aInd
possibly two others, tie a prl)riation for general relief has been
larger than this, but since there is no provision for Federal grants to
match general relief payments made by the State, it, is extremely
difficult to obtain larger: appropriations for the purpose, if indeed
tile State's resources are such as to permit any increase in tile apl)ro-
priation.

The general relief load of which we speak, is made ilI) of the in-
fortunate, indigent poor, who for one reason or another are in need,
but who cannot qualify for assistance under any category for public
assistance provided f;r in the Federal Social Security Act. They
are too ol to be recipients of aid to dependent children, and being
less than 65 years old. tiey are not eligible for old-age assistance.
They may be totally and permanently disabled from injury or dis-
ease'; they may be of the unfoiulinate indigent class, once barely capa-
ble of earniiig a livelihood, but who, in this day of keen competition
are unable to find anyone to whom they can sell their services, or
from whom they can obtain help of any kind. Some of them are
only '-priorities unen1)loyed." Some may have had small businesses,
olerated onl borrowed money, which businesses have failed because of
)riorities to defensee industries. Some are migrants who have gone out
in search of employment and failed to find it. Many things go to
mfiko uip) the great. number of general relief clients-and the war may
produce many new causes for still additional ones.

In Missouri we are granting aid to between fifteen and sixteen
thousand such persons, though we have had a very much larger num-
ber on our rolls. And, because of our limited funds for this part of
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our program, general relief during the current biennium is being re-
stricted almost wholly to unemployment persons. Since funds are
not available to provide general relief to all who are in need, we are
obliged to deny iid to employable persons, subject to a few excep-
tions, and for the same reason we cannot provide properly for the
large number of unemployables who are in need and ineligible for
the other types of public assistance.

It is for: legislation to aid this class of persons, and in behalf of
this category of public assistance, that I desire to urge the support
of the nimlnbers of this conmuittee. There are two very sound reasons,
it st ,ris to me, for supporting legislation to provide grants in aid to
the -;rates for general relief.

First. It would represent a distinct contribution to uniformity of
State laws. The legislatures of the several States would be obliged
to eiiact ,1)lroriae legislation ,so that their respective- State plans,
all of which should be much the same, would receive Federal approval.
Thus ieeldy persons iii this category would not so often find them-
selves denled assistance because of the so-called settlement law of
he State in which they happened to be. Yet, without Federal grants

in aid for this categor' of public assistance, States cannot well repeal
their settlement laVs 4 do away with them altogether. If they are
going to spend only the money provided by local taxation, naturally
they will provide care only for their local needy people, and enact
sets'lenent laws to preveit their money from going to persons who
may (nine into the State just to receive ft.

Therefore, Federal grants in aid to the States for general relief
would tend toward uniformity of State laws, especially settlement
laws, and the Congress would require uniformity by fixing a standard
to be met before a State plan could receive approval.

Second. The other reason, which I consider a sound one, for the
enactment of such legislation by the Congress, is to get away from the
discrimination now in effect against the persons who muist receive
l)ublic assistance and who are riot eligible for any of the present forms
of aid for which the Federal Government provides grants in aid to
the States. Few, if any of the States, can pay their general relief
clients an amount equal to that paid to their old-age-assistance and
aid-to-dependent-children clients. They do not have and cannot pro-
vide the money. Yet, these general relief clients are just as much
in need. They are citizens of the Nation just as the young and the
ol are, and they are, it seems to me, discriminated against by the
Federal Governinent, no provision for Federal grants being now made
for them by the Federal Social Security Act, or by any other act of
Cogres.'

So. to encourage uniforinity of State laws, regarding settlement
provisions in particular, and to get away from the present discrim-
ination by our Government against the unfortunate, indigent poor
who beloilg in the general relief category, we hope for the enact.
meant of Federal legislation that will provide for grants in aid to
the States which may have an approved plan for the administration
of public assistance programs.

We believe it is.desirable that Federal funds be allocated to tie
States for administration, Senator Vandenberg, because we do believe
that localhy we are better able to determine the needs of the people
with whoi we work. "We are in close contact with them. In Mis-
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souri we have all office and staff in every county in the State, and
by virtue of our close contact with the'people, we believe we can
judge need better than a Federal agency coull.

Grants by the Federal Government should, I think, match the
State funds, in the several categories provided for, whether on a
variable basis or not, I cannot say. Ii our State, the legislature ap-
propriates so much for old-age assistance, so much for aid to depend-
ent children, so much for general relief, then a fixed sum for the
biennium for administrative costs. We can only use the money for
tile specific l)url)oscs for which it is approl)riated. In other words,
oly the money ajprolriated for general relief can be used for
tht, purpose, adl the sme, is true as to each of the other categories.

Senator V.N- ::Io. And if your problem temlporarily sifts, you
can't shift with it?

Mr. BANTA. 'at is r"it;Nt.W ('t shift wi it il respet.
I should sa'y, therefore, liat if all the States should have the same
geiieral type of local law that Mi.ssouri has, a(d monev should be
apl)rol)riatcd separately for each category of relief, and it seems
to me this is the proper method, then a giant of money from the
Federal Government to the State without earmarks of any kind
as to wN'here it should go, mulidit iot be as desirablle as grants for
matching the funds exl)en(led by tile State in each category, and
including also a grant for admini;Strative costs.

Whatever else I might say, I think would only be cumulative of
what has been said and what other witnesses, yet to be heard, will
probably say.

I thank you.
The CHAIRMAN. Are there any questions? (No response.)
Thank you, Mr. Banta.
Mr. LEFT. Mr. John Dannin, the director of public welfare of

Newport, R. I., will speak next.
The CHAIRMAN. All right, Mr. Dannin, you are the director of

public welfare of Newport, R. I.
Mr. DANNIN. Yes, sir.
The CHAIRMAN. Proceed.

STATEMENT OF JOHN DANNIN, DIRECTOR OF PUBLIC WELFARE,
NEWPORT, R. I.

Mr. DANNLN. I think our thinking u) at Newport has been quite
largely along regular lines up until about last Tuesday, when we
haa an air-raid warning and scare, and the problems which we started
to think about at that time were increasedso tremendously that we
felt that we should get something in the way of help, either from the
State or the Federal Goverinent.

Because in Newport the problems we were thinking about before
were mainly housing and water and things like that, but when we
started to think of evacuatig 15,000 to 20.000 people from a little
town, an (1 providing the various facilities that they need, then we
felt it was time to start talking about something a little larger tban
the general relief picture.

We have had people come up there from all over the country, due
to the tremendous expansion of laval and military facilities the last
2 years. We have up there, of course, as you knov, the torpedo sta-
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tion and the various forts, the big airplane base at Quonset Point,
and our poI)ulation has increased from probably twenty-five or twenty-
six thousand to somewhere in the neighborhood of 60,000, and it is
still growing.

We have started to feel that the long-sought-for plan of a fourth
category was highly desirable from a good many standpoints.

From a local viewpoint, of course, the flexibility of being able to
work with a much larger sized fund than we have at the present
time. is obvious. 'The' speed with which the local departments can
move cannot be compared with anything at all that the State or the
Federal Government can move at. We are right there, close on the
job, and we can see the necessity quickly, and act perhaps with
the same speed as Mr. Biddle says they acted in Plymouth and other
places in England.

If a person comes in, due to our intimate local contact, we can
practically tell right away wliether that is a case that has to be helped,
or not.

Speaking of settlement laws, we have people there that have come
all the way from the Ijawaiian.Islands and California, and it is all
very well to say that you can't give them any relief, but as a practical
matter you can't let them starve on the streets or sleep on the streets.

We feel there that the settlement law, if it can be enacted along with
this general relief law, will be a very helpful thing, both from the
standpoint of Federal and local needs.

I was very much interested in Senator Vandenberg's suggestions.
and I think they are very good. The flexibility that it gives us can't
be measured in ierms of ;words.

Speaking a little bit ahead of tiie, we have people up there, 95
percent of whom work for the Federal Government. Those people
have no unemployment compensation benefits whatsoever. If the time
cones when they are going to get out of work we are going to have
a treiliendous problem on our hands unless we are bolstered by some
such thing as a fourth category under general relief.

The CHAIRMAN. Thank you *Very much.
Mr. LFEr. Mr. Arthur Rotch, State commissioner of public wel-

fare of Massachusetts.
The CHAIR.MAN. You may proceed, Mr. Rotch.

STATEMENT' OF ARTHUR ROTCH, STATE COMMISSIONER OF
PUBLIC WELFARE, BOSTON, MASS.

lr. RorcH. I heartily endorse, Mr. Chairman, everything that has
been said here.

We feel the need very much indeed for the fourth category. In
Massachusetts we have a locally administered programm with 351 local
units and the State department supervises rnd reimburses the local
units for the expenditures that they have made.

I want to say that I think that the development of the Social Se-
curity Act has lone more than anything else in this country to relieve
people on a fair and decent basis. But one group has been left out.
The employables, if there had been money enough appropriated,
might have gotten onto W. P. A., but in our State we have always
had a very large number of employables who were not able to
get on W. P. A.
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I feel that after this war is over, ill spite of everything we may do-
and we should do everything possible-I am afraid we are going to
have a very large number that will have to be taken care of, and I do
not see the justice in leaving this one group out and having them
receive so much less, and, as I have said, the Federal standards set
under the Social Security Act have done so much.
May I give just one or two instances? We have a very liberal

A. D. C. program. Our average, up until the last few months, was
$59 per family, the highest in the country. That family may have an
incapacitated father; he might have been in the hospital. While
he is there his family is eligible for A. D. C. When he comes out, and
if he is well and is unable to get a job, then that family has to go on
general relief. With large families it may be as much as $110 a month
while they aie on A. D. C., and it immediately drops, under general
relief, to possibly $60.

It seems to me that that is discriminatory.
Similarly with the single man on old-age assistance-we have a

liberal old-age assistance law in the State-he may get $40 when he
is 65, but at 64 he gets just half of that.

Now I believe, in a general assistance category I have a good deal
of sympathy with the Senator's suggestion that it be all one integrated
program, but with the general assistance category we can protect the
needs of all of our people.

These people are not covered by the law relating to the confidential
nature of records, which is one of the requirements under the Social
Security Act, nor the merit system, and I think all of our people are
entitled to the same consideration.

I thank you, sir.
The CHAmMAN. Thank you. We have only time for about one more

speaker.
Mr. Limr. Could we ask that each of the other persons speak

about a minute or a minute and a half, in which time they will give
their name and address and speak very briefly?

The CHAIRMAN. We will be glad to hear from all we can, but we
will have to recess at 12 o'clock.

Mr. LEET. Mr. E. A. Willson, executive director, North Dakota
Public Welfare Board.

STATEMENT OF E. A. WILLSON, EXECUTIVE DIRECTOR, NORTH
DAKOTA PUBLIC WELFARE BOARD, BISMARCK, *N. DAK.

Mr. W ILmoN. Mr. Chairman, in North Dakota all relief and wel-
fare activities are administered by nonsalaried county welfare boards
appointed by the county commissioners under the general supervi-
sion of a State welfare board which gives general supervision in ac-
cordance with the requirements of the Social Security Act, and other
statutes.

We have in North Dakota old-age assistance, aid to dependent
children, and blind-aid programs whiich are fairly adequate, but we
do not have enough money for direct relief.

The counties are responsible, under our law, for financing direct
general relief, but during the past 6 or 7 years they have not been
able to do it because of the very high load and high cost; and the
State has appropriated sums of money which the State welfare
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board grants to the counties on an equalization basis to help the
counties carry that load.

In working out the basis for the State grants to the counties this
last year, we found that there were only 10 counties in the State
that could balance their budgets. The rest of the 43 counties had
to have aid. But when we figured up the dficit in all of the coun-
ties for this year, there was a deficit of $952,000, and a State appro-
priation available for grants to the counties of only $433,000, leav-
ing over $500,000 that just couldn't be met, and that didn't take into
consideration the fact that we were going to have, as we have now,
a very great decrease in the W. P. A. quota which is throwing a big
load of needy unemployable people over on the counties for general
relief.

On the 1st of December there were, in North Dakota, 800 people
taken off of W. P. A., because of the limited quota. Now, those
people just cannot be taken care of as they should by the counties,
and the county welfare boards are very much concerned. There is
going to be actual suffering on the part of a lot of those people be-
cause there just isn't enough State money and county money, and
in the case of many of the counties they have reached the point
where the issuance of emergency poor relief warrants to take care of
that need, are not salable. The merchants won't take them because of
the probability that it will be years before the counties can take pay
warrants.

We, are faced with a very serious problem and we feel that it is
very essential that there be Federal aid for direct relief so that we
can take care of the direct relief cases as we are taking care of the
other categories of relief.

In North Dakota our average grant for old-age assistance is $17.85;
for children under the aid to dependent children program, $11.60;
for the blind, $21.70; while general relief at the present time is
only $7 per person. And with the larger number coming on at the
present time, the average is going to have to be much lower than
that.

It is a very serious problem Very few of our unemployable people
could be employed in defense industries. A very large proportion of
those who are in need of general assistance now, are former farmers
who, because of the years of drought out there, lost their farms and
were forced into town, andthey have no other skillS. ',They are farm-
ers getting along to the age where it is impossible to train them, and
common labor is about the only thing that is suitable for those people.

They are located in the small towns and in many cases in such small
communities that if we did have a sufficient W. P. A. quota they
couldn't be provided with employment because tho towns and com-
munities aren't large enough to. sponsor adequate projects.

The CHAIRMAN. Thank you, sir.
Mr. Lrr. With respect to the other people, representing a number

of States who want to go on record as in favor of this report of
Senator Green, may each of them give his name to the reporter?

The CHAIRMAN. Each one may give his name, also with a state-
ment or recommendation if they wish to file one, with the reporter
and they will be made a part of the record. We regret that we
haven't the time this morning to hear all of the representatives here
who were kind enough to appear to aid and assist the committee.

142



But anyone who hasn't been called may give his name, with such
statement or recommendation as he desires, to the reporter, and it
will go into the record.

We wish to thank you for coming over and talking to us this
morning and giving us the benefit of the views that you have dis-
cussed in your own meeting, and that you seem to have arrived at
with some degree of unanimity, at least.

Thank you very much.
The reporter will please incorporate in the record a telegram

received in this connection from the New York State Commissioner
of Social Welfare.

(The telegram referred to is as follows:
NEW YORK, N. Y.

GLEN LEFr,
(Care Senator Carl A. Hatch),

Carroll Arsn8 Hotel, Wa8hington, D. C.:
On behalf of the New York State Board of Social Welfare and the Department

I desire to be associated with other State welfare administrators in advocating
amendment of the Social Security Act to provide Federal financial reimburse-
ment and supervision of administration of a general public assistance category.
This needed change has been apparent for years but has become a social
necessity If we are to more adequately meet the needs of persons affected by
the economic change Incident to the national emergency.

DAVID C. ADIr,
New York State Commi8sioner of Social Welfare.

(Whereupon, at 12 noon, the committee recessed, and the following
statements were thereafter given to the reporter:

STATEMENT OF W. S. TERRY, JR., DIRECTOR, LOUISIANA STATE
DEPARTMENT OF PUBLIC WELFARE, BATON ROUGE, LA.

Mr. TERRY. I just want to say that I heartily concur in all of the
recommendations that have been made by the witnesses this morning.

STATEMENT OF J. MILTON PATTERSON, STATE DIRECTOR, MARY-
LAND DEPARTMENT OF PUBLIC WELFARE

Mr. PATTERSON. I would like to bring out, in connection with
Senator Vandenberg's questions concerning one grant for all assist-
ance, that we would most all agree with that, but that we must have
Federal leadership in minimum standards that they have given, and
uniform laws that they have given us in the development of the
social services in the country.

STATEMENT OF CAMPBELL LOUGHMILLER, DIRECTOR, CITY-
COUNTY WELFARE DEPARTMENT, DALLA, TEX.

Mr. LOUOHMILLER. I want to concur in the general presentation
this morning and the vievs represented in the minority report of
Senator Green, and to point out that the problem in Texas is slightly
different from some of the things that were suggested here this.
morning.

We have a large influx of workers from outside of the State, many
of whom are not finding work and are needing assistance which the
State of Texas does not provide. We don't provide any general
relief in Texas on a State-wide basis. A few countries provide gen-

143OLD-AGE PENSIONS



cral assistance, but on a State-wide basis we can't make any approach
to the problem and We have been unable to get legislation that would
permit the State to enter that field.

We think that the leadership that would be offered through the
addition of a fourth category for general relief would provide a
stimulus that vould result in the initiation of all adequate assistance
program down there.

In the all-out effort that we are going to make for defense, the
human values and the need for human manpower, you iaight say, is
going to be greater than ever, and with a general assistance program
we can rehabilitate and make available to the Nation a large quantity
of resources that would otherwise be neglected.

STATEMENT OF DAVID R. HUNTER, ACTING WELFARE DIRECTOR,
CITY OF DALLAS, TEX.

Mr. HUNTER. I would simply like to say that the States have been
unwilling to provide uniformly and adequately for their citizens in
need, and look, in this time of emergency, to the Federal Govern-
ment for leadership. I concur in the strong recommendation for a
fourth category under the Social Security Act, of general relief.

STATEMENT OF MURRAY HINTZ, REPRESENTING MRS. JENNIE M.
KIRBY, DIRECTOR, DEPARTMENT OF PUBLIC WELFARE OF NEW
MEXICO
ir. HINTZ. We wish to concur very heartily in the variable grants

to States, and also in the fourth category for general assistance.
I would like to add that New Mexico is the fourth largest State in

the Union, with a very small population, and we feel that a variable
grant would give us more equity when compared with industrial
States and larger populations.

STATEMENT OF THOMAS H. DANIEL, STATE DIRECTOR OF PUBLIC
WELFARE, COLUMBIA, S. C.

ir. DANIEL. I am heartily in favor of a fourth category of public
assistance to provide Federal grants-in-aid for needy persons elow
the age of 65 but above the age of 18, who I believe are as much
entitled to Federal aid as are those segments of the needy population
now provided for under the public assistance provisions of the Social
Security Act.

STATE DEPARTMENT OF PUBLIC WELFARE,
Columbia, S. C., December 16, 1941.

SENATE FINANCE COMMITrEE,
United States Senwte, Washington, D. 0.

DEAR SiRs: I am enclosing the following documents, to be inserted as a part
of the testimony given by State administrators of public assistance at the
hearings which you kindly arranged for December 15:
* (1) Copy of a letter addressed to each member of the South Carolina
delegation in Congress requesting their support of the establishment of amend-
ments to the Social Security Act providing for variable grants-in-aid for public
assistance and for the provision of grants-in-aid for general relief.

(2) Excerpts from a report of the Committee of State and Local Taxation
and Expenditures of the Chamber of Commerce of the United States.

With cordial appreciation of your courtesies, I am
Yours very sincerely,

THOMAS H. DANIEL, State Director.

144 OLD-AGE PENSIONS



OLD-AGE PENSIONS 145

COPY OF LET'rIz ADDRESSED TO EACH MEMBER OF THE SOUTH CA.ROLINA DELEGArION
IN CONGRESS BY THOMAS H. DANIEL, STATE DzFcroa o- PUBLIC WELFARE,
UNDER DATE OF SLPTEMuE 15, 1941
In a message to the Congress on January 16, 1939, the President transmitted

a report of the Social Security Board recommending certain changes in the
Social Security Act approved August 14, 1935. (See H1. Doc. No. 110, 76th
Cong., 1st sess.)

Several of the recommendations made by the Social Security Board and
approved by the President were enacted as the 1939 amendments to the Social
Security Act, signed by the President on August 10, 1939. However, two im-
portarit recommendations made at that time were not included in the 1939
amendments. Those two recommendations, to which specific reference is here
made, may be stated as follows:

(1) The extension of social-security benefits, in the form of public assistance,
to needy and dependent groups not included in the present provision for the
needy aged, the needy blind, and dependent children.

(2) Grants-in-aid for public assistance upon the basis. of the relative eco-
nomic capacity of the States to provide for such assistance from their own
funds; that is, that where the average per capita income in the State is less
than the average per capita income in tile United States, time Federal contri-
bution for public assistance should be increased in proportion to such difference.

In support of the first recommendation above set out, the Council of State Gov-
ernments on January 21, 1941, adopted resolutions favoring the addition of this
category in such a way as to include relief for needy migrants and rehabilitation
through medical care and treatment. These resolutions grew out of regional con-
ferences between representatives of the council and legislators and public officials.
The Interdepartmental Committee to Coordinate Health and Welfare Activities,

reporting to the President on migratory labor last summer, emphasized the im-
portanee of Federal responsibility for general relief.

Tile Tolan congressional committee, established to investigate the plight of
destitute migrants, has held numerous hearings in different parts of the country
vnd has accumulated a mass of testimony whielh clearly indicates the need for a
category of general relief which will include aid for migrants. (See hearings oil
H. Res. Nos. 03, 113, and 491, 70th Cong., Ml soss.) Tie requiremnent that recipients
of public assistance shall have been residents of the State for i long period before
they may receive such assistance is particularly discriminatory against persons
who find it necessary to go from State to State il search of employment.

The 1940 Anmual Report of the Social Security Board included the recoimenda-
tion that Federal contribution to general relief be provided through the Social
Security Act. Tile Board's recomnleldations were emphasized and further ex-
plained by Chairman Altmeyer in bearilgs before the Senate Special Comanmittee
o01 Ol Age Security on July 21, 1941.

The Family Security Committee of the office of the Coordinator of Health,
Welfare, and Related Defense Activities, in June 1941, recommended Federal
financial provision for the creation of a 'general public assistance" category under
the Social Security Act.

Tile Committee on Defense of the American Public Welfare Association in
March 191 adopted tile following resolution:

"It is the judgment of this committee that the Federal Government must par-
ticipate in the financing of the entire public assistance program, including the
largest nald most basic of all, general relief. We believe that Federal conditional
grants-iii-aid, with differentials in grants among the States, constitute the best
method for assuring that distressed people will receive care without artificial
restrictions with respect to sone groups, as, for instance, the nonsettled."

Tile National Council of State and Local Public Welfare Administrators in
May 1941 adopted the following resolution:

"Federal participation and cooperation with the States provided for by the
public assistance titles of tile Federal Social Security Act has raised tile stand-
ards of assistance and administration throughout the country with respect to aid
to tile needy aged, aid to the blind, and aid to dependent children, and in general
contributed to the social security of these groups;

"The lack of such Federal participation and cooperation with respect to general
relief has resulted in inequitable standards of care for other persons equally in
need: Therefore be it

"Resolved, That the conference favors Federal grants-in-aid to States for gen-
eral relief.

"Provided, however, That such a program Is regarded as a necessary supple.
meat to and not a substitute for time Work Projects Administration program
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which constitutes a valuable and necessary element in the Nation's program for
providing economic security."

The National Resources Planning Board is making an exhaustive study of long-
range public relief policies, which, it is understood, will strongly recommend the
provision of a federally supported category of general relief.

The reasons for this widespread advocacy of Federal provision for general
relief are based upon the fact that there are numerous unfortunate and handi-
capped citizens not included in the groups of the aged, the blind, and dependent
children, but who are in as great netl as these groups, and who are denied
adequate assistance because the Social, Security Act makes no provision for
Federal grants in aid for this group. Where such a citizen, for instance, Is In
desperate need, and. Is only 63 years old, it is manifestly unfair that his Govern-
ment should deny him assistance while granting such assistance to a person even
less needy who is 65 years old. In 4 years of administration of public assistance
in South Carolina the Injustice done this group of needy citizens because no
Federal contribution Is available for them has been clearly shown.

In support of the second recommendation above stated, attention may be called
to the fact that the present system of Federal grants in aid to all States upon the
same percentage basis, regardless of the varying capacity of the States to bear
their portion of the cost, has resulted in widely different average grants of assist-
ance as among the States. For Instance, latest available figures show that aver-
age grants for old-age assistance range from $40.68 in one State to $7.80 in another
State. These variations are due almost entirely to the limited economic capacity
of the various States for providing State funds for old-age assistance, while the
amount available from Federal sources is limited to equal matching of amounts
provided by the State. The Social Security Board,, and othenstudents of, -the
situation, believe that it is essential to change the present system of uniform
percentage grants to a system whereby the percentage of the total cost in each
State made through a Federal grant would vary in accordance with the relative
economic capacity of the State. Certainly such a plan would provide for more
nearly uniform treatment of needy aged and other dependent persons in differing
sections of the country. Certainly the difference in need In the various States
cannot be so great as the difference between the highest and the lowest average
awards above referred to.

It is significant that the Social Security Act of Congress was enacted by a vote
of 377 to 32 in the House of Representatives and 77 to 6 in the Senate. This
record indicates that the legislation was acceptable to all parties. Each of the
States, the District of Columbia, and the Territories of Alaska and Hawait
promptly took steps to conform with the Federal law In order to secure the public
assistance benefits of the social-security program to their needy citizens. It is
also significant that no serious effort has ever been made In Congress or else-
where to narrow the terms of the law, while its liberalization has been approved
on several occasions by decisive majorities. There is little doubt. that the two
changes urged in this communication_ and advocated by the official and other
groups above referred to, would meet with equally strong support if a measure
embodying these amendments is presented to Congress.

On January 21, 1941, the General Assembly of South Carolina adopted a reso-
lution requesting Congress "to ncreese the contribution of the Federal Govern-
ment for public welfare and relieve to a greater extent the overburdened States."
That resolution supports each of the recommendations set out earlier in this
communication. A copy is attached for your convenient reference.

The South Carolina Department of Pubjic Welfare earnestly requests that you
use your best efforts to have these amendments to the Social Security Act adopted
at the present session of Congress.

Yours very sincerely,
THOMAS H. DANIEL, State Director.

EXoER's FROM A REPORT OF THE ComMmi[TE ON STATE AND LOCAL TAXAION AND
EXPENDITURES OF THE CHAMaEa O' COMMERCE OF THE UNITED STATES

It is important for businessmen's organizations in all parts of the country to
give the closest possible attention to the relief problem, with a view to promoting
development of a program of public assistance that can be supported without
endangering the financial stability of our governmental and economic system.
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* * * Throughout the discussions the committee has been fully conscious of
the need for alleviation of want and distress, and has not questioned the worthi-
ness of the great majority of those now receiving public assistance.

Public relief, for the purposes of this discussion, can be broadly defined as
governmental activities designed to supply the necessities of life to persons
unable to provide such necessities for themselves or obtain them from other
sources. 0 * *

The number of persons on relief rolls frequently is said to be greater than it
should be because of the inclusion of various persons who morally or legally
are not entitled to relief. Elimination of i uch persons from the rolls is possible
only through good local administration, which depends upon effective use of case
workers or other investigators and their skilled supervision.

The use of case workers has been criticized, due to excessive administrative
costs of certain types of relief in some places. Partly as a result of such criti-
cism, a number of communities do not employ sufficient trained investigators to
make an effective check of relief beneficiaries for elimination of the undeserving.

The number of cases that can be halMled bY a. egraetent Investigator will vary
somewhat among different of unities, but whatever the number, adequate case
supervision should savQ.ny times its cost by insuring against excessive and
unjustified relief pa~yjlts.


