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SO0CIAL SECURITY REVISION

TUESDAY, JANUARY 17, 1950

UNITED STATES SENATE,
ComyirTee oN Fixance,
Washington, D. C.

The committee met at 10 a. m., pursuant to call, in room 312,
Senate Office Building, Senator Walter F. George (chairman) presiding.

Present: Senators George (chairman), Johnson of Colorado, Kerr,
Millikin, Taft, Butler, and Brewster.

Also present: Mrs. Elizabeth B. Springer, acting clerk; and F. F,
Fauri, Legislative Reference Service, Library of Congress.

The Cuamman. The committee will be in order.

Dr. Altmeyer, the members on the majority side are held in a con-
ference this morning, and we will have to proceed without them,

This is a hearing on H. R. 6000. The bill is too lengthy to justify
its reprinting in the record at this point, but Mr. Fauri has made &
comparison of the major differences in the present social security law,
the recommendations of the Advisory Councit to the Senate Committes
on Finance, which Council was appointed under authority of Sonato
Resolution 141 in the Eightioth Congress, first session, and H. R.
6000. This statement, which was submitted to the committee last
Thursday will be printed in the record at this point and will serve to
indicate the principal provisions of H. R. 6000.

(The material reforred to follows:)



The major differences in the present socicl-security lnw, the recommendations of the Advisgry Counci, and H. R. 8000
OLD-AGE AND STRVIVORS INSURANCE
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The major differences in the present social-security law, the recommendations of the Advisory Council, and H. R. 6000—Coniia
OLD-AGE AND SURVIVORS INSURANCE—Continued

ued

Item Present law Recommendations of Advisory Council H. R. 6000
L COVERAGR—continued
D. Employees of nonprofit organiza- | from Federal income
ugm—Cnnunudww oyuhomu.wnndmtntsuch
0 rooeives less than
in (%) quarter;

E. Foders! civilian employecs....

13

F. Employees cf State and local govern-
ments.

(D Inter vah
iubeinlemhnscompleled 4 years’

in an spproved medical
school.

.| Servicesare not covered if performed—
(1) In the employ cf the United
Btates: or

(2) for an instrumentality of the
United sum which Is elthef wholly
owned by the United States or ex-
empt from the em?loyet s lsx for ald-
age and survivors
by sec. 1410 of the Internal Revenuo
c{m by _virtuo of any other pro-
vision of law.

No leovered

Immediately cover all

nployees of
Federsl Government and its instru-
mentalities (except fomhm nation-
als) who are not covered b, X an exist-
ing retirement sysuem, the wage
credits of employees wio die or leave
Federal employment wm: less than
ayemsotservices ould be trans-
termd to old-ageand survivors Insur-

Conxms should direct the Social Se-
curity Administration and tho
agencies adminjstering the various
Federal retiremont programs to de-

velop & permanent plan for extend-
ing old-age and survlvon insurance
to all Federal civilian emgoyees (ox-
cept forcign nationals whereby the
civil service and other special retire-
ment systems me sup-
Plcmemary 0 old-age and survivors
nsurance and provide combined
benefits st Iee.st equal to those now
payable under special retl.remem
g;:lem.- (Counci! report, pp. 20~

Ci

ded to sbont 100,000 employees. In gen-
eral, the services coverod are those performed for the
United States or for instrumentalities wholly or partly
owned by the United States (unless excluded from tho
employer tax for old-age and survivors’ insurance under
provi. ons ¢f Jaw which refer specifically to sec. 1410 of
e Internal Revenue Code) but only if—
(l) the servico {3 mot covered under a retirement
system cstablished by Federal law, or
(2) the service is not of the character described in any
or the 13 special classes of excepted services. (These
cx' classes are enumerated on pp. 128 and 129 of the
Ways and Mcans report and pp. 37-39 of the bill)
(Waysand Mcans report, pp. 13, "3»74 118-120, 128-129.)

age of empl of
State an{i local governments_en-
gaged (n proprietary functions (State

y coverage of certain employees of publicly
owmd transit oompan!es as follows:
(1) it a transit company was acquired by a govern-

NOISIAYY XJIIUNDdES NVIOOS



@G. Employees outside the
States.

United

Not covered, except for employmnm
on or in conncczme&n with Amcn-
can vessel under 3 eon!mct of s

that touches at a port in the United
States.

1. Members of the armed forces...

J. Casual labor.

Not d. Sur p protec-
tlon for railroad workers is based on
combined earnings in railroad and
old-age and survivors insurance em-
gloymcnt under eligibility and bene-

t provislons closcly resembling
of oid-age and survivors insur-

\'..' ial v sur-
‘8 protectlon for veterans of
World ar I1, see item VI below.)

Casual labor not in the course the em-
plogv;x's trade or business is exclud-
ed from coverage.

gquor ‘:.tores, publicly owned atill-
Vo(l)z;:lmry coverage o! other sum :md

mental unit after 1938 but before 1950, {ndividuals work-
ing for the company on the date it was taken over would
be eoven.d ning in 1350, unless the employ[ng gov-

under estung retiremcnt syst.cms)
8 Federal-State agreemonts.
(Council report, pp. 25-27.

No specific rommmendnuon, but at-
tention called to the lack of coveruge
for American cmu-ns employed out-
side the Unitod States by American
firms (Council report, p. 5).

No dation
coverage, but the Conzm should
direct the Socla! Security Adminlis-
tration and the Railroad Retirement
Board to undertake a study to de-
termine the most practicable meth-
od of making rallroad retirement
su'pphmenhry to old-: and sur-
vivors insurance. Combined

at

least equal that provided under the

Rallroad Retirement Act (Conacil
report, pp. 23-24).

Cover, including members of the

armed forees stationed outside the

Servico retirement

ol
equal that afforded servicemen at
\prment (Councﬂ report, pp. 4-25).

t elects umnsz such coverage; and
@ ifa tmnsn company [s uired after 1949, indi-
viduals working for the eommny on the date it I:‘ taken
over would continue to be coverered by old-age and
survivors' insurance.
Voluntary coverage of other State and local go ental
employees by Fedcral-State agreements oxeept thnt such
eements cannot Include—
(1) employees on work relief projects-
(2) patients and Inmates of nstitutions who are ¢m-
ployed by such institutions; an
(3) employees covered by an existing retirement
system unless such employees and beneficiaries of the
existing system clect to be covered by cld-age and sur-
vivors [nsuraace by a two-thirds majomy of those
participating in a written referendum (Ways and Mecans
report, pp, 10-11, 74-75, 100-104, 129-130).
Services performed outside the Tnited States by citizens
of the United States for an American cmﬁloser are cov-
cred, and tha vision under present law relating to
American +essels made appUmblc to Amcrican aircralt
(Ways ana Meuns repert, pp. 13, 71, 77, 126-127, 132, 135).

Notcovered. Present survivorship provisions unchanged.

Not covered.  (Wage credits granted for service in World
War II, sce item VI below,)

Casual labor not in the course of the employer’s trade or
business is covered if the worker is craployed 26 days or
more in a calendar quarter by 1 employer and is paid
cash wages of at lmt $25 for the services rendered in the
quarter (Ways and Mcans report, pp. 12, 72, 127).

NOISIAYY ALIYADES 1VIOOS
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The major differences in the present socicl-security law, the recommendations of the Advisery Council, and H. BR. 6000—Continued

OLD-AGE AND SURVIVORS INSURANCE—Continoed

Item

Precent Isw Reconrmendstioos of Advisory Councd H. R. 6000

L COVERAGR—continned

t.nmnmnmmm

L. Tips md gratuities

M. Definftion of employee.............|

{a) outside m" nfactaricg or wholesak

trade,
(b} fall-time life-tnsurance
5‘ driver-lesseec of unab:‘m'

¢) contract loggers,
) hoase-to-house salesmen; or
. _(4) individuals who are determined to have the status
g(anp!;mundertbeeomh‘mdeﬂmotmemuom
() control sver the individaal,

| i 2] .
(¢) regulasity and frequency of performance of the
service,

NOISIATN XLIMNDA8 1VIO08



B INSURED S7A7CS
A. Fully insured (eiigible for all old-
age, dependents, and survivor

B. Cusrently insured

C. Etects of pericds of dismability. ...

mv)lva and

L SENENT CAYEGORIRS
A. Retired worker....cceeeeeeeencaens.
B. Wife of retired worker

‘Wages of $30 ¢ more during s calendsr
quarter.

31).
(Nors.—Under the Councll'a
the year 1048 is sub-
stitatad for the yoar 1936 tn mt
law 0 provide the “new start’” for
Imw'd status mulnmu Eov-

Tecomm:
mended are excindad
from toe count of ti‘u:nm in the
elapsed used for determining
earren! r insured status in B sbove
[{ report, p. 79).

Same as present h'...................

Age 68, Ags 65 for mhwm(Cocn-
Apss Apa

(d) hm.ltm o{ the individcal’s work in the basi-

ness to which be renders service,
© llckoflkﬂl ulmdoﬂbelnd.vldnal,

oﬂnva:n:qnmtbytbemd.lvsdmlmkcﬂmu

) lsck
'“@"i'f&'& opportanities of the tndlvidml for profit
ana loss (Ways and Mearns report, pp. 14-15, 80-91, 135).

, 80
S repeet, 26,
Bee C be%’vkrem«mw«mbmtymm-

Same as present law except if worker has been permanent);
and totally dissbled. (See C below.) v

Quarters !n::l:l;dmamddhbm!y lmdemﬂ:
thobmmexdndedmwamtumm the

'm used for insured status fn A
B (Ways and Mecans report, pp. 31, 63-04).

Amnm $100 in wagra or $200 in self-em
for prior years, same 88 present law

t income;
sys and Means
report, pp. 26, 92).

Age 65 (Ways and Means report, pp. 23-24).

or regardiess of age if she has in ber care & child en-
titled to benefits on the basis cf ber husband’s wage
record (Ways and Means report, p. 56).

NOISIATY ALINADAS 7AVIOOB



The major differences in the present social-securily law, the recommendations of the Advisory Council, and H. R. 6000—Continued

OLD-AGE AND SURVIVORS INSURANCE—Continzed

Present law Recommendations of Advisory Council H. R. 6000
I, BENEFT CATEOORIRS~~continued
C. Widow of WOrker.-ceeeraceeeonanan.| ma:d\enso!mushohasln Reduoe age 65 rsquirement of present | Samo as under present law, except (1) payments are
s P are o a4 satitid to pesotts Taw 10 age 60, aed for diverend. aifa Bz?&mi';smd Yo

D. Crild of deceased oc retired worker.

on the basis of her husband’s wage
record. _ {Adopted child not entitled
0 benefits adoption has been
in effact for at least 12 calendar
modths before the month in which

Unm:ruhdehl}dnnd lsyeazs f
or o
{3 entitled to benefits %{:
pendsnt upon the lndlvidun.l on

wi benefits m
in t Iy the finding of d
present law, on -
pen: of s child on the insumd
wor) 4 be modified by H. R,
6000 recommendations
Adbvisory Council; a child is not de-
gndms upon his motber if the
ther Is t In the bousebold or
bas conf lotbosupponoxtha

E. Dependent t of & d
DN;. paren|

Dependmt husband of deceased or
retired woman worker.

primary insurance
(In case both husband
and wife havo the required insured o
e

status, the child receives onl
benecfit amount based on the

of the two wage records.) {(Council
report, p. 38.)

Reduce age 65 to ago 60 for dependent
mother of deccased worker (Counctl
_report, p. 44). deoend

Not eligible for benefits.

busband of a woman worker who
was currently and (ully insured at
the time of ber death or when sho be-

ghe has been receiving at least half her support !mm the
worker and has in her caro a child eatitled to benefits on
the basis of the worker’s wage record, and (2) payments
are provlded for widow when child {s a survivor

of time the ndoptltm has been in

effect (Wnys and Means mport pp. 22, 57, 98).
'rheres monnndmg depen of a child on the
ker cited under pwmt law are modified as

(l\ chlld benefits are payable on the mother’s (inclad-
ing adoptive) wage record if sm wu fully and currently
insured when she died mneeo(or support
furnished by the lnmer and child fits are 5iso pay-
nblc on thc mother s (hu:ludmx adoptive and step-

0 record when the mother or receives
ol nge benents if she has becn furnishing at least 34 of
child’s support or if she has been Iving with or con-
bating to the child’s support and the child has not
be(ezn nvlnﬁ with or recelving support mni‘ gm father; anﬂ

) 8 chl

the child was llvxng with or reeelvmx at least 14 of his
support from the stepfather (Ways and Mecans report,

p. 22, 57).
Agoptcd child of a deceased worker qualifies for benefits
without to length of timo clapsing after the
ndopuon (Ways and Means repozt, p. 96).

g

Age 63,

Not cligible for benefits.

NOISIATY XLINADAS IVIO08



payment to
323‘" vidowu Of person pay-

IV. BENEFIY AMOUNTS

Psy;blem!yvhm no sarvivor of cur-
remly fully insured dcocased
worker lmmdhu.ly eligible for

tal tax-

monthly wage.

B. Worker's primary benefit amount..| Monthly amount is 40 percent of the
first of the a monthly
nmplmlowmmo(

Km of the sum thm ob-
ulncd 'h year of coverage.
.}
0.

C. Minimum Denefit..

mme eligible for old-ago benefits

report, p. 38),
Pnyuhlo at the death of every Insured
er (Counc! report, p. $5).

Compute as under present law except
any worker who has wage

mdl!s of $50 or more in cach of cor
more quarters after 1948 would have
his average wage based either on the
wagre and ellul:ed time co l\‘\mod as
un. erpresen w of on the wages
and elas time after 1948, which-
ever givm the hiuhu result (Couscil
seport, pp. 33-M).

Monthly amount is 50 percent of the
first $75 of the average monthly
‘wage plus 15 percent of the next $25
(Council report, pp. 34-37; for mi-
nority views, pp. 64-68).

$20 (Counetl report, pp. 4142)........

Pazable at the death of every insured worker (Ways and
Means report, pp. 2-23, 59).

Based on taxmble wages {ncluding self-em| lo
come) after 1936, 1949, or the year in wmc ¢ worker
attalned ace 21, whichever produces the hlgher amount.
Compnled by dividing the total taxable wages during the
gmrs of coverage by 12 times the number of such yearsor

y the number 60, whichever {s greater.

For a year of coverage, earnings from covered employment
of at least $200 a year are "equired for the penod 193749,
and $400 for 1950 angd thercafter (Ways and Means re] pcn,

PP. 17-18, 95-96).

ent in-

Benefit amounts being received by present beneficiaries

aro increased by means of a conversion table.  (Sce table

P. 115. “URYS and Means report.)

For Ind...duals retiring after 1949, monthly awount is 50

.+ the first $100 of the average monthly wage pius
10 pereea. of the next $200, plus ¥4 percent of the sum thus
obtained for cach year of coverage.

For the worker who attains the aze of 65 or dles after 1955,
tho benefit is by the of timo
the worker is out of covered cmploymcnt since 1938, 1949,
or the year worker attained age 21, whichever results in
smaller reduction (Ways and Mesns report, pp. 18-20,

04-45).

Example of reduction in benefit: Assume worker retires
with 20 years of coverage out of an clapsed period of 25
years and an average monthly wage of $200 per month
over the years of coverage. The baseamount s $60 (50
pereent of the first $100, plus 10 pereent of $100).  The con-
tinuation factor is 80 pe reent (20 yem of covcr:u:e out of
B poesible 25 years). The di i
factor dthebasoammmzbm(so nt of $60).
To the $48 Is added the amount of the increment of ¥4
percent of the base amount for each of covcruze in

ut of $60 (34 percent for each 20

this instance 10

years of coverage). Thus, $6 is added to #48, nrovidlnga
monthly benefit of $54. If this worker had the full 25
years of eovemge with no chnngc in bis average monthly
wage, amount would $60, his increment
amount 37 50 (1234 pereent of $60), and there would beno
reduction on account of the continuation factor, making
a monthly benefit payment of $67.50.

$25 (Ways and Meaus report, pp. 16, ¥4).

NOISIAGY XII¥N0dS "1VIO0S



.+, The major difierences in the present

OLD-AGE AND BURVIVORS INSURANCE—Continned

sogial-sscurily law, the recommendations of the Advisory Council, and H. R. 6000—Continued

Item Prosent bw Recommendations of Advisory Counofl H. R. 6000
Iv. IRNRNT AMOUNTS—~—coniinued
. Maximum famfly benefit.......... - or §0 peromt of sverage monthly | 80 percent of the a monthly | $130, or 80 peroent of the s verage monthly wage, whichever
D %cmum t mwzumummg hla.mwnmmdmm, to reduce
amount, whichsver is less. Bmg: £it amount, whichever is less, exoept hmtgbmmmﬂo(w.nnd report, pp.
that the limitation does not that the limitation does not operste | 21, 80).
10 reduce family benefits below $20. :ondmx?muybmanubdowm
Counctl report, pp. 30-41).
B mm:l:d benefit):
T Wite o rottred watmer .| 20 percant 80 peroent 80 parcent,
:a » : g ttsmpl.ﬁmrdeomedmztl ngn&mmuwwm % t
4 perosnt. . s
2 O red o : . % amily, 78 peromat or ot chla. | or s il ¥, 76 peroen
m‘dwm_-. Darce1
& Dampers camthvey o thoes & thes (Couict rport, 5. 37, 46)----| & times (Ways and Means repoct, pp. 20, 2+, 56-35).
¥. RUFLOTMEXT INCOMB LIMITATION
FOR BENEFIGARIRS (WORK CLAUSE)
Eamings permitied............c....| Monthly beneSt ixicitsd if earnings | No limitation for individusis aged 70 | The $14.90 limitation in precent law fs increased to $50 and
A i covered ap.l;“mx sS4 ] and . At Jower ages, Do limitation is imposed for individuals aged 75 years
- S¢ 22 which an individoal isentitied | and over. Special for from self-
for sny mousl: wenld bo employment so that may be patd for all months
the ¢ {n exocess oi 335 whi ina taxable year {f the net earnings from self-employment
Dore P, Ggay o o o e tary seoai o pe) sy miags e $0
3 . [}
b for each 380 or fraction of 830 of Inooms fn €xoess of $000
(Ways and Means report, pp. 2425, 61-67).
VL BENEVIIS JOR WOPLD WAR I
VETIRAND
Defini Veterah..o...e.eoeee...] Sarved in the active military or naval | (Bee B below).......... S Samse as present law except that for crsdits granted
A tion of mbxﬂdanwmgtm ¢ ) ioc military-naval service (sso B below) no limitation
Bept. 18, and July N, 1047 (¢ date of discharge.
regandless of oI service if dis-
S I e e
dishonorably) w:éym.mx.
B. Wage aredits for velemans...........| i velsran who within 3 years of | Extend on in present law tem.| Provision of t law relating to survivor bonefits is
discharge is deemed to have been y 50 88 to protect veterars retained in addition veterans, includil who
4 fally insurod with averasge monthly { during the period els] before the |  died In service, aro granted wage credits of $160 for each
wageof oot less than §100. Nobene- ! general recommendations of the month of military or naval service in World War II.

o1
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C., Pinancing of benefits paid to vet-
erans.

| VD INANCING
A. Mazimum tazable SI00UDt..eeese---

B, Taxrais

C. Appropristions from general rev-
enues.

D. Bofund of overpaymants, ete......|

»

fits paythle under this provision if
Veterans' ] Admlnl:mta’uonb pays 8
pension or oompenn on by reason
of deatk of the ve 7

Additional costs for surviver benefits
(asin B) met by appropriations from
general revenuea.

‘Wagss of $2,000

Council become fully operative
(Councli report, p. 5).

Sam%)n present law (Councl® report,
p- 5.

Wages and sclt.

1 t o3 employer and 1 t
B R
or 1960-8! nnd 2 percent

Refund of taxs made from general
revenuce.

t income

$4,200 (Council report, pp. 31-33; lor
mincrity views, pr 64-67).

134 percent on employer and 134 per-
cent on employee. and sel{-employed
to pay % times employce m!e

jump-sum ents if the vemn dled ur to

1950, and (2) my m’glnvldnal who died pﬂ

¢eath was inflicted hxnent for a mﬂi
ays a.nd eans report, pp. 15-X

Cost of survlvorbwenm under present law and additional
‘bexnefits resulting from the wage credits (as iz B) met by
appropristions from general revenues (Weays and Means
roport, pp. 16, 100).

sfes and selfemployment income of $3,600 (Ways and
Mecans report, pp. 17, 67-70, 91, 120126, 135-143).

134 percent on employer and 134 percent on employee for
1050, 2 percent for 1951-39, 234 percent for 3

are libermlud with no lurt.ber in-

until the current
reeelpts of tho trust fund, including
interest, no longer equal current

employers and emplo
meptonvmt (Cou’incam report, PD-

Government contribution from gen-
eral revenues should be considered
when a 2-percent rate for employer
and employes plus interest cn the

{nvestments of the {und are

1960-64, 3 per-
cent tor 196569, and 3}¢ percent therealter, exeept—(lg
for d, 134 timcs rates for employees; and (2
for mngrgﬁt employment, no tax is imposed on em-
gg»yu. t empluycr may elect 10 pa;

y tax, employee receives
taxed wages (Ways and Means report, pp. 31-32,
117-120, 135)

Provision in grmt law s repealed (Ways and Means
report, pp. 31, 114). Y

Refund of taxes made from trust fund (Ways and Means
report, p. 114).

NOISIAGY XLINNDAS 1IVIO08
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The major differences in the present social-security law, the d:

e

of the Advi

y Council, anéd H. R. 6000—Continued

PERMANENT AND TOTAL DISABILITY INSCRANCE !

Item

Recommendations of Advisory Council 3

H. R. 6000

1. Ce
11. Benefits. -

115 Definition of dieabflity.oeemecenmrceanenoe.

d statos,

V. Empbymenijnoome limitation for beneficiarics
(work claum),

VL E I

VII. Rebablitation services. .....................

Same as old-age and survivors §

Benefit amount based on the same average wage and benefit
formula as for retired worker (see Old-Age and Survivors
lnsuru&ceulutm 1V, A and B) but no_:glx:.‘nz Pymmu for
dependents of worker. Benefilz pa only to perma-

dlmb!:d worker (as fn III btlovl) who
insured sta reaulrmmts (as In 1V below)

3 walting pedod of 6 consecutive calendar

report, pp. 74-76).

Inahflity to engage in any substant nful aetivity by rea-
of n 5 7 That b medialy upont

son an demonstrable by
objective medical tests and \vhlch is 1l clif to be of lonz-
d and Ind (Council report, pp. 7

By .

‘To be eligible for benafits the worker must have—

(1) a minimum of 40 quarters of envetage;

(2) 1 quarter of coverage for cvery 2 calendar ¢
elapaing after 1945 (or after attainment of age 21, If ¢
Mg)) gnmlor 5 the first qlﬁ:lg (;f V;‘t’nx disabll ty'

quarters of coverage within the 12 quarters precediog
his disability: and

(4) 2 quartery of coverage w.lhin the 4 quarters preceding

his disability ﬂ"huncﬂ report, pp. 72-73).
No U

ters
it was

Prov!dc odic and special
m‘ Sons should e
omc ln%vldua! cases (Counci report, p. ;.

Furnish services through existing facilities with contributions
toward the expense of the services to b+ made from the old-
age, survivors, and disability trust fund, if it apyx ars that the
sorvices will assist the beneficiery to re turn to gainful work
{Cound! report, pp. 80-81).

medical examinations, but the
lapted to the needs

|
'
I
'
i

Same as old-age and survivors insurance,

Benefit amounts based on the same average wage and benefit
formula us for retired worker (se¢ 0ld-Age and Survivors
lmumno- Item IV, A and B) but no bemﬂt paymznu for

D of worker. FP tly
unq totally disabled worker (as in I1I below. meets the
insured status requirements (ss in IV bdcw) following &
walting perfod of 6 consectuvic calendar months. (Actually
from 7 to &5 months would elapse between the date a worker
hecame disabled and the date he received the first benefit
fmyment because of the mmmu ln which the bill is drafted.)
(\Wags and Meuns report, g; 104-107.)

Inabliity to engnge In any su mnthlfy geinfal activity by rea-
son of any medically demonstrable physical or mental im-
pairment which is permanent. Also a modlcal findiog of
plindness (as defined in the Lill) is su’ﬁd--nt proof that a
claimant s pcmmwnuy and totally disabled (Ways and
Means report, pp. 29-30, 107).

To he eligible for bcncm.s the worker must bave:

(1) 20 quarters of coverage within the erndu quarter
quarter period ending with the quarter of disablement; and

(2) % quarters of coverage within the 13-quurter period en
Ing with the quarter of disablement. (An lndlvldnal db-
abled before J uz,mn. and without quarters of coverage alter
that date, wo! not meet the insured status requirements
snd would not bc emdb]c for benefits,) (Ways and Means
report, pp. 2429, 1

No henefit payable for any month in wblch the !ndivldun!
renders service for remuneration of more Ul £, or is
caedited with net earnings of o like amount from self-employ-

ment.  Unlike the provision for old-age and survivors insur-
ance, the iIncome limitstion applies to poncovered as well as
covered cmplomcnt and selfmployment (Ways and Means

ﬂmrt pp. 30, 10%-109).

tg Admlnmmfm anthorized to ptovlde by regu-
Inzions for as he deems to deter-
.mine or redeterm! lmny 80 mmmw 'S cntitlcment

to beocfits (W ny: aud Mcans report 30, 105-10%).

No provision for Anancing rehabilitation scrvlm out of the trust
fund. In appropriste cavs, however, the Federal Security
Adminlstrator may direct the todividual to t services
provided by a State plan approved under the Federal Voca-
tiona! Rehabilitation Act, and may suspend or modify the

{ncome limitation (in V above) with .n any individual
x;ﬁelv&u such services (Ways and Means report, pp. 106-
).

—
[
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VIII. Disqualifications.

2 At 1 Benefl

IX.

(1) Disallow claims if clalmant refuses to submit to medical !
examinstion; (2) mmuule benefits if bﬂmnci:\ry rs-luvs H
tosubmit tor and (3) f bene- |

ficiary refuses nhahunauon wv.'iers without reasonable |
cause {Council report, pp. 76-77, 41,

of
1. Workmen":

2. Other Federal disshility programs......

X. R ive determinati

of disability

XI. Effective date.

X1I. Integration with old-cge and survivors insur-
ance.

Suspend diwabllity b for any period for which
workmen's compensation cash henefits are payable under
State or Federal programs,

Disabled worker eligible for benefits under both the permanent
and total disabiity e prograrm andd another Federal
disability program (other than chcu! workmen's compen-
sation) should recelve onlge larger benefit. Congress

should direct that a study made by the various Federal
Iﬂ to draft a plaz

1) Ami; financ-

lnz of benefits, and other mmmendatiom for cflective

eoovd}n:mon ol(dlmhmty payments \mdvr the various Fed-

PTORT

programs (Council report, pp. 77-7%)
lelt 1o a period of § months hefore date or filing application
(Council report, p. 73).

First benefit payments should be made 1 year after the effective
date for the extension of coverage under old-age and survivors
insurance (Comrncil report, !

Permanent and total disability and old-age and survizors In-
surance should be administered us o single system.  Provie
stons of the 2 programs should be integrated and! the rights of

Benefits may be denled, terminated, or suspended, if the claim-

ant—

1) refuses to accept rthablllm {on servic:s (as indicated in
VII above; without gond ca

12) n-!m«« to submit to yat innorr or

(3) is outside the United States znd no adequate arrange-
ments have been made for determining of redetermining his
disability.

‘See V above for employment Income limitation.) (Ways
and Means report, pp. 106, 105,

If an indivirdual is entitled ta cash workmen's enmpensation and
social-security disahility insuranee benefits on account of the
same disability for the same [annd of time, tnus disabihity
fnsurance benefit is reduesd by 146 of the workmen's compen-
sation enefit or 34 the disabliity insurance benefit, whichever
is smaller (Ways and Means report, pp. 30, 106).

No provision.

Tp to a 2-year perind permi itted for a claimant who files an ap-
plieation prior o 1952, For a claimant filing an application
after 1972, 4 lf)-mm!h period I8 permitted.  Benefit pay-
ments, however, are paid retroactively for only 3 months

feans repart, pp 104-10%;

First benefit payments anthorized as uf January 1951, 1 year
after effect ided in the bill for extension of

coverage (Ways and Means 1+ port, pp. 24, 104-100).

Provides for a single administrative s3
retirement and survivorship prot
during periods of disability.

tern and maintenance of
‘tion of disabled persons
(Perinds of disability are not to

disabled persons to retirement and vurv!vonhl? protection be taken into aconunt in determining insured status for sub-
should be maintained during perlods of disability (Council sequent ojd-age and survivors henefits and there would be no
repors, Pp. T8-79). 1 lossorreduction of these benefits becanse of years of diability
which are 'r}::l years of coverage.) (Ways and Means report,
hp 31, 93-96.)

XIIL Fi P and total dluability Snsurance and old-age and sur- | Ol 4. age and survivors insurance and permanent and total dis-
vivors insurance should be financed as 2 single system, ahility In.'.ur-mrv flnanced as a single svstem. Estimated
Estimated cost of disability insuranee on level cust of disal; i on level-premiut basis is b per-
bas!s ranges from 3o to 44 percent of pay rolls. (For maxi- ornt of pay molls.  (For maxitmum taxable amount, tax rate,
mum tatable amount, tax rate, ¢te., sec Old-Age and Sur- ete, s+ Old-Age and FSurvivors Insuranee, Item VIIL

g:‘m lasurance, Item VIL) (Council report, pp. 78, (Ways and Mcuns report, pp. 31-33.)

L) !
1 Program n provldad for by present law.
32 members of the Council of p and total disability fnsurance; see Advisory Council report, pp. 85-02.
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of the Adsi

y Courdil, and H. R. 6060—Continued

PUBLIC AS8IBSTANCE AND CHILD WELFARE SZRVICES

tem Prepiot sw Recommendations cf Advisery Council H. R. 6000
% GROUTS BLIOINS 2O AID......| Fedaral grantsin-edd to the Biates for | Provide Federal o States | Provides Foderal -aid to the Btates for 4
z - g rovk gwk | P hm:;vln categorio
persons— (1) same zs presest law;
snummsuwm (l)m:mtl‘::: mumtlﬂr a4 fn tion ines .
ovar, 236 a8 present law; same as prasent law, add udes
@ aldto ina: a0 . jume s present law, and tn | adult tn cseh aid : i
addi relatives ‘edaral metehing 3
Mﬁﬂmdmam ip the family—etsential to the well- (¢ aldbmbepnmmuyuuf mn“fmnd(wm
uwm&}l‘mmm children—as recipients |  and Means report, pp. 45~48, 53-54, 181, 153),
‘“(4) n-bthu‘nw. for l;n:;‘;
persons 0ot eligidls for cesistance
B o T
Mp.lﬁ”‘mbﬂ p. 168).

1L FEDERAL SRARE OF PURLIC
. AMISTANCE EXFENDIYCRED

Aisbied
D. Genersi Lt

A, Old-ego amistanes and aid-to-the- | Fodernl shore & 3 of first $30 of » | Bameas present law except for medical
blicd psyments. Btate’s aversge monibly peyment | care (see III below), (Council re-
- w-ndmt 50l theremainder | port, p. 363.)

within maxtmums of $%0.
B. Ald to dspandent children pey- | Foderal share is 3 of the first §120f 8 | Federal share should be 5 of the first
ments, 8tate’s sverage monthly payment |  $20 of s State’s sverags monthly
per child, plus 36 of the remainder |  payment per recipient, plus %4 of the
within individoal maxicoums of $27 |  remainder within individoa maxi-
additioaar chid 3 & by, " | Devanes to's Il aad 13 ot cach

. persons in 8 y
‘ ' 3dditional o ¢ the sno-
ond. Eligible incinds whe
30d sduit reistives easen.
tial 10 the well-being of the children.
(C:mcﬂnpm ,aleewl‘loxo’ )
D .,
C.thhp-mn:tumw; No provt Inclad ‘stx:e . cate-
ymen 07y, 3

pay do. Federal # should bo % of the ex-
peoditures for monthly psyments to

2 ]
tion should not a&gw o thﬁy:l
such paymenis (0 excess of §30 for

8sme s (or old-are assistance
A sbove.)
No provision.

bt
>
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B. Federal i costs in
”dgnudm (-3

C. Persors in pubiie institutioss......

Federal sharing in costs of medical

mhofzdldbbpuwln-mnﬂy
and $i5flor each additional person

old-age

care limited to amounts pald directly | 804 aid to dependent children the
to pjents that csa uded Peden!(‘ should particl-
within the monthly maximums on pate in p-ymumsdadlrac‘.lyto
individual peyments of 350 for aged agencies and individusls

biing, $27 for tirst child and tedical care, a3 well a8 money
:}g lorda:eb nddtnclgnu cth l'? n uymmn'lumpium (Counci] rz-

pendent children famfiy. pp. !
Nope '!’medcxlﬂovmmubmndgay
gdmmedblmmwec
the States sbove the Thr
ums speciZ A
anéd B, above, but should not Dar-
ticipets tn medical costs such
“’?Emm‘”" s axsanis eqcal tos
smoun
(1) $3 per month times the nam-
of perscds receiving old-age
(2) $6 per month times the nax-
ber of persons ald to
bu&d:and th the
) $3 per month times the oum-
ber of pe recef ald o Go
pendent
{For State plan s
:(n-dlc:nl Ccare, o8 ncm"n’_,u ;
Councdl report, pp.

No State-Tedersl amsi provided | Fedreral G cld
persons [n pablic institutions unlese pate [n pa ts made Lo o for the
they sre receiving temporary med!- ﬂit lance s
cal caze In guch tutions. living In public medical institations

other mental hospitals. Pay-
men exorms of the
monthly mastmum should be in-

Provisinns in present Isv for Federal sharing in adminis-

trative expenditures spplicable 0 10 the pes-
masently and wlydmbled (Waysand Means report,
PD. Ud-104).

1o old-age amistance. ald to the%lind, sidito dspendent
chudun, sng aid to the mﬂlﬂ wuny

Yederal G pates in the cost of

tioners and

abied the JOvernISent
payments made diroctly to medical
other suppliers of medical services, which vhm'addnd
:osuy.,omynuwmmm
mazimums mnm

w and;( 4 8, 1
N;;o!: oans report, pp. -ﬂ.ﬂ. 4, 182, 153).

Fedrral Government gmld tes in mymu:oorfar
the care of reciplen u:or asaietance,
bund,udddwmewmnmﬂymdtouuydhbhd
thcmzubucmedxa!mwwmmwmn thooe for
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The major differences in the present social-securily law, the recommendations of the Advisory Council, and H. R. 6000—Continued
PUBLIC ASSISTANCE AND CHILD WELFARE S8ERVICES—Continaed

Item Present law Recommendations of Advisory Council H. R. 6000
cmxou IN REQUIREMENTS J0R
. SPATE FLANS
A. General asistance an No provision for efther Requi! for general assi: R: for ald to 1y and totally disabled
permmﬂysndwmly d!mbled. should be simiar to those for the | same as for old-aga assistance except for residence (sec B
(Councﬁg =y riis‘ )01 assistance below). (Ways and Means report, pp. 54, 153-154.) )
-~ Ie! ).
B. Resld ?orold assistance and aid to the Asmmmotggn&bepermmedw No change in for old-age asst and atd
lind, & Sh&a may not require, asa |  fmpose a residel uirement as a to dependent children,

eondmon of cligibllity, residence in | condition of eligibDity in ald to the | For aid to the blind, effective July 1. 1951, a State may not
a State for more than 5of the 9 years |  blind, aid to dependent children, require, as a condition cf eligibllity, residence in the
edistely appllmt‘on and general tance, but may im- Sum of more than 1 continuous year prior to filing of the

-and 1 continuous year before flin; o maximum residence req application for cid.
the agpl(cmuo ment of 1 Year in old-age assistance For nld to the pcrmxnently aad totally disabled no State
dependent children, the (Council report, pp. 116~118). dence requirement more restrictive

~ C. Standards for medical care and for
institutions.

D. Assisiouce to be furnished promptly.

maximum requirement for the child
is 1 year of residence immedistely
application, or if the child

less than a year old, birth in the
State and continuous residence by
the mother in the State for 1 year

Npremdln: tho birth,

o pr

No specific provision.

Stga plans for old-age

resi

than tbat in its glau for aid to the blind on Jjuly 1, 1949,
and beginning July 1, 1951, the maximum residence
requirement Is 1 year immediately proceding the sppli-
cation for ald (Ways and Means report, pp. 52, 54, 150).

d [-No requirement except as to public medical and private

i al

the biind, and ald to d d
children submitted to the Social

Security Administration for g
proval should set forth the condi-
tlons under which medical needs
will be met, the scope and stand-
ards of care, the methods of pay-
~ments, and the amount of compen-

sation for suck: care.

To receive Federal funds for old-age
assistance recipients {n public or
private medical institutions, a State
should be required to estabiish and

maintain adequate minimum stand-

ards for the facilities and for the care
of persons living in these facilitics.

(For Federal share of medical cars

eépendltum, see {tem III above.)
(Council report, pp. 112-114, 116.)

as follows: Eective
July 1, 19&; ifa State plan for old-age émistanee. aid to

the blind, oraid totally disabl
ﬁ vides for ymcnts to individuals in private or pub-
¢ institutions, the State must have a at.aw authaority to
tablish and maintain

(Ways and Means report, pp. 43, 51. m 153)

Opportunlty must be afforded all individuals to apply for

and assistance must be furnished promptly

w nll ehgib!e ind viduals (Ways and Means report,
PD. 43, 48, 51-52,1148, 153).

[y
(=]
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E. Falr bearing

F. Tralning program for personnel.....

Q. Bp:cial requirements for aid to the
1. Income and resources.

2, Temporary approval of
\s’;mg plans for aid to the

3. Examination to determine
blindness.

H. Special requirement for aid to de-
pende:‘.qchlldm 1. Notification

0 law-enforcement officials,
V. PUERTO RICO AND VIRGIN ISLANDS..

Fair hearing must bo provided indi-
vidual whoae claim for assistance i3
denjed. No specific provision for
md:ﬂdual whose claim is not acted
upon within a reasonable time.

No pre. :on,

For the 3 categories, a State must, in

Should continue to administer all

determining need, take into consid- g&buc assistance programs on the
eration the income and resources of is of a strict needs test with all
an individual claiming assistance. income being taken in account in
detcrm(ning both elicibility and the
amount of the assistance payrment
(Council report, p. 96).
No provision Sec 1 above
No specific provision but the Social { No dation
Security Administration uires
that a State plan must provide for
an examination of claimsnts of aid
to the blind by a ghyslcbm skilled
in the diseases of
No pi do.
Federal funds for public sssi: No dation for §
not available to uen’o Ricoand the extension of public assistance cate-
Virgin Islands. gories but a commission should be

csmbllshed to determine the kind of
soclal-security protection (including
public assistance) that is appropri-
ate to Puerto Rico, Virgin Islands,
Guam, and othcr ssions of the
Uni 28ted 8 ouncil report,
p.

Fair hoaring must be pmvnded by State agency to indi-
vidual whose claim for assistance is denied or not acted
upon within reasonable time (Ways and Means report,
PP. 43, 48, 52, 148, 153),

States must provide a training program for the personnel
necessary for the administration of the programs (Ways
and Means report, Dp. 43~44, 48, 52, 145, 153).

Effective Oct. 1, 1949, a State may disregard such amount
of ca income, up to $50 per month, as the State
vocational rehabdxmtio! agency for the blind certifles
will serve to encourage ov assist the blind to prepare for,
or engage in remunerative employment; effective J nly 1,
1851, o State must, in determining the need of any blind
individual, disregard any income or resources which are
not predictable o which are not actually available to the
individual and take into consideration the
expenscs nnsmg from blindbess. (Same income and
resources provisions as in presert law for the other
categories.

For the gienod Oct. 1, 1049, to June 30, 1453, any State
which did not have an upprovcd plan for aid to the blind
on Jan. 1, 1949, shall have its plan approved even though

it does no! ‘meet the requirements of clause (8) of sec. -

1002 (a) of the Soclal Sccurity Act (relating to considera-
tion of income and resources in determining need). The
Federal grant for such State, however, shall be based
only upon expenditures o in accordance with the
afore-mentioned ineome and resources requirement of
the act. (Alaska, Missouri, Nevada, and Pennsylvania
had noapproved glnn for aid to the blind on Jan, 1, 1949.)
State aid-to-the-blind plan must provide that, in  deter-
mwining blindness, there shall be an examination by a
physician skilled in diseases of the eye or by an optome-
trist (Ways and Means report, pp. 50, 52-53, 149-150, 153).

>

States must provide for prompt notice to appropriate law-
enforcement offi in any case in which 2:d is furnished
to a child who has been d or abandoned by a
parent (Ways and Means report, pp. 48, 149).

‘The 4 categories of assistance are extended to Puerto Rico
and the Virgin Islands. The Federal share, for old-age
assistanee, aid to the blind, and aid to the permanently
and totally disabled is limited to % of the total sums
expended under an approved plan up to a maximum

payment for any individual of $30 per month. For aid

x; d;:pendcnt children the;l Fede Ilmwed to

the d plan uj
individual maximums of $27 Ior the first child, :md SlB
for each additional child in a family. Administrative
costs are matched by the Federal Government on a 50-50
basis (Ways and Means report, pp. 55, 15, 152). .
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The major differences in the present social-security law, the recommendations of the Adoisory Council, and H. R. 8000—Continued ;
PUBLIC ASSISTANCE AND CHILD FELYARE SERVICZS—Continoed
Item Present law Recommendstiors of Advisary Coancil E. R. 6000

V1. CWILD-WELFAE PEIVICES...........| Auatborizes so snnual A to Auwbnhmmlapmmww
of $3,500,000 for grants to the States |  study ewrrent ehild sod wel- | $7,000,000 and the $20,000 now 10 each State is
for -weifare services in rural mmmwmmw increased to $40,000 with the remainder to be allnzted o0
areas snd oress of special need. | grams ing under title V of the the basis of of the respective States.
Funds allotted to States with ap- y Act relating to ma- Prov] made for the payment of the cost
proved pians as bilows 320,00 to ternal and chid-b: services, returning any run-eway child under age 16 ¢o his own
each State and remainder or basls ppled , in tate §f soch retmrn is 1 the
of yural populstion of the respective { child-welfare services (Councl re- | Intercet of the child and the cost cannot otherwise be
States. port, p. 118). met (Ways and Means report, pp. 34-55, 154)

VI ADDITIONAL COST TO FEDERAL GOV~ Pxtimared annmal cresse in costs | Estimated anonal incresse in costs for public assistance
BENMEST. for public assistance rangss between and child-wellare services i3 $256,000,000 (Ways and
go,m.w% % $340,000,000 (Coun- Means report, D. 38).
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80CIAL SECURITY REVISION 19

Tho Cuairman. Dr. Altmeyer, you may, if you wish, proceed
without interruption, because we will not bo able to sit longer than
11 o'clock today, because of an early session of tho Senate.  Therefore,
it is suggosted that you proceed without interruption with your state-
ment, sinco it will be necessary for you to be back with us again
tomorrow and perhaps another morning or until you have boen
finally excused from testifying at this point in the rocord.

All right, Doctor. Weo would bo very glad to have you proceed
with yvour statemoent as to this bill and with such statement as you
would care to submit to this committeo of tho Senate at this time. ™ It
is the wish of tho committce that you outline tho program of the agency
in full, in order that the public may bo fully advised of precisely what
program is submitted, whether in ontire agreoment with II. R, 6000,
whather it departs from H. R. 6000, or whether it goes boyond it.

You may proceed, Doctor, if you will.

STATEMENT OF ARTHUR J. ALTMEYER, COMMISSIONER FOR
SOCIAL SECURITY, SOCIAL SECURITY ADMINISTRATION

Mr. Avrmever. Mr. Chairman and members of the committeo: I
appreciato this oPpormnit.y of appearing before you. I think that I
first appeared before you sometimo in 1935, when the Social Security
Act was under consideration, so that 15 years have now clapsed since
this committoo first considered the enactment of social-sccurity legis-
Iation for this country.

1 believe that this committee has a right to be proud of the fact that
the Social Security Act has beon successful at least in accong)lisl\ing
one primary objective, tho abolition of the old fashioned *“poor
houso,” Nevertheless, I think wo must all agree that the Social
Sceurity Act has not yet fully achieved ita long-range objective of
proventing destitution through tho establishment of a comprehensive
systom of contributory social insurance. It is also unfortunately
true that all residual need is not being met through tho supplementary
public nssistanco system that is incorporated in tho Social Security
Act. Your committee, recognizing this situation, appointed an
Advisory Council on Social Security in 1947. I have no doubt your
committeo will want to give consideration to the thoughtful report
this Advisory Council has made to you. The Ways and Moans
Commiitteo of the House of Rol)resontativos has also given much
attention to the question of social security. As you know, it spent 6
months mnkimi‘nn oxhaustive study of the subjoct, and you now have
before you H. R. 6000, which is the result of its labors.

nator MiLLiKIN. M. Chairman, might I ask the witness, at
some time bofore this hearing is concluded, to give his criticisms of the
recommendations of tho advisory council? .

The CuairMAN. Yes, Doctor. Will aiyou bear that question in
mind if you do not cover it in your formal statemeont? ‘

Mr. ArrmMEYER. Yes, sir. )

(Mr. Altmoyer submitted the following statement:)

CouMMENTS ON THE RuPOxT or THR SsNATE Abvisorr Councin

In resp to the request for our evaluation of the recommendationa of the
Senate Advisory Counoll, let me say that wo are fn compleve agreement with the
emphasis and the priority placed by the committes on its recommendation for
the improvement of tho social insurances and with the position of the Counofl
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that improvements in the social insurance program would “in the long run greatly
reduce the need for public assistance.”” We are also in agreement that the public
assistance system must be improved to carry the job of a “‘large scalo transitional
system during the relatively short period which will elapse before thecompre-
hensive social insurance system becomes fully effective’ and that morcover changes
in the assistance program should be made with a recognition of the ‘“function of
public assistance in a mature social security systemn as a means of supplementing
the basic insurance benefits and in filling in the gaps in insurance protection.”

FEDERAL OLD-AGE AND S8URVIVORS INSURANCE

The Advisory Council emphasized that its proposals for changes in the present
Federal insurance system were designed to remedy four major deficiencies:

1. Inadejuate coverage.

2. Unduly restrictive eligibility requirements for older workers.

3. Inadequate benefits.

4. The lack of protection for permanent and total disability.

The Social Security Administration agrees with the Advisory Council’s analysis
of these areas of deficiency and believes that remedies are needed in each of them.

We are in general agreement with the recommendations of the Council, although
there may be minor differences with respect to some of them, or alfernative
methods which we believe satisfactory to accomplish the desired purpose. As the
Council pointed out in its report, its specific recommendations are, to a large extent,
interdependent. If changes are made in some areas, somewhat different provi-
sions would be appropriate in related matters. Thercefore, it is sometimes not
Eossﬁb]e to interchange the specific recommendations of the Council with those in

T am list.ing below those recommendations of the Council on which we have
special comment:

- Recommendations on coverage )

9. Social security in 1sland possessions.—~A commission should be established to
determine the kind of social-security protection appropriate to the possessions of
the United States. The recent study made by the Committee on Ways and
Means will no doubt be available for the use of this committec and the Social
Sccurity Administration. Consequently we do not believe that an additional
study by a commission is necessary. .

Recommendations on eligibility

11, Insured status.—Fully insured status should be based on one-quarter of
coverage for each two quarters elapsing after effective date of coverage extension,
or after attainment of age 21 if later, and up to the quarter of attainment of age
656 (60 for women) or death. Quarters of coverage carned since 1936 are to be
counted. Minimum, six quarters of coverage. Maximum, 40.

The Advisory Council’s recommendation was made in connection with its
Ppro| 1s for practically universal coverage. If coverage were more limited, other
eligibility provisions should be considered. .

Recommendalions on benefits
- 12, Wage base.~—Maximum base for contributions and benefits should be
$4,200, minority views supporting, on the one hand, $3,000, and, on the other
hand, $4,800. .

We agree with members of the Council who favor raising the maximum to

,800,

14. Benefit formula.—(a) The Council recommended that primary benefit
should be computed as 50 percent of first $75 of average monthly wage plus 15
percent of remainder. (Maximum average monthly wage $350.)

We recommend that the 50 percent figure be applicable to the first $100 of
average monthly wage and 15 peroent applicable to the remainder, up to an
average monthly wage of $400.

(b) There is no increment for years of coverage. :

We recommend the retention of the 1-percent increase in benefits for each year
-of coverage. We believe it is absolutely necessary to retain the full 1-percent
increment in H. R. 6000 in order to make certain that the higher-wage, long-term
contributors receive their money's worth in protection.

16. Dependenis of insured women.—(a) Child's benefit should be payable to
minor children of any currently insured woman upon her death or eligibility for
primary benefits, - . . } . .

! ! \
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The Social Security Administration agrees with the Advisory Council’s objective
of permitting child’s benefits on the record of a mother whose wages have been
necessary to the child’s support. Wae feel, however, that the Advisory Council’s
method would permit payimeunta in cases where the mother’s contribution to the
child’s support cannot be eafely resumed.  Therefore, we recommend that pre-
sumption of the child’s dependenty on mother be made only if the mother died
both currently and fully insured.

17. Maximum benefits.—The maximum benefits for a family should be the lesser
of 80 percent of averago monthly wage or 3 times the primary benefit amount.
The maximum should not reduce total family benefits below $40.

We believe that the maximum of three times the primary benefit amount should
be removed, but that in addition to the maximum of 80 percent of average monthly
wage there should also be a maximum of $150 per month on family benefits.

18. Minimum benefit.—The minimum primary benefit should be $20.

We believe the minimum primary benefit should be $25.

19. Retirement test.—The amount of a monthly benefit should be reduced by the
amount_of a beneficiary’s monthly earnings over $35 in covered employment.

The Social Security Administration recommends that benefits should be sus-
pended for each month in which the beneficiary (or the beneficiary on whose
record the benefit is paid) earns $50 or more in covered employment.

Recommendations on disability insurance

1. Eligibility.—An cligible individual should meet strict tests of recent and sub-
stantial attachment to the labor market. He should have (a) a minimum of 40
quarters of coverage; (b) 1 quarter of coverage for every 2 calendar quarters
elapsing after enactment date (or after age 21, if later) and prior to the first
quarter of total disability; (¢) 6 quarters of coverage within the 12 quarters
grecg(}ing disability ; and (d) 2 quarters of coverage within the 4 quarters preceding

isability.

We belicve that the requirement of recent attachment to the labor market
would be met with 6 quarters of coverage within the 12 quarters preceding dis-
ability, and that the requirement of substantial attachment would be met with
20 quarters of coverage within the 40 quarter period preceding the disability.

3. Benefits—Primary disability beuefits should be based on the same formula
recommended for old-age and survivors insurance.

No benefits should be provided for the dependents of the disabled wage earner.

We have similarly recommended that disability and retirement benefits be
based on the same formula. However, we also believe that benefits should be
paid to the dependents (wife and children) of a disabled worker in the same manner
as benefits are paid to the dependents of a retired worker, possibly under a low
family maximum, .

PUBLIC ASSISTANCE

We are in agrecement with the position taken by the Council that changes in the
public assistance provisions of the Federal law should be limited to those necessary
to help the States correct weaknesses in their assistance programs and that the
present Federal-State division of responsibility for meeting the cost of assistance
should be continued unchanged. The primary administrative responsibility now
rests with the States in these programs and it should remain _there. X

We are in general agreement with the Council’s recommendation that financing
of assistance should be on the basis whereby “the Federal Government will pay a
higher proportion of the total cost of assistance in the lower income States than
in those with high per capita income” and also that this same &)rinciple should

overn the fiscal relationships between the respective States and their counties.

formula based on differences of fiscal capacity as indicated by differences in per

capita income would provide a sounder basis for varying the percentage of Federal
contribution in recognition of a State’s relative fiscal capacity.

We shall comment on the specific recommendations on public assistance in the
order that they appear in the report.
1. Increased payments for aid lo dependent children.—We are in thorou%h agree-
ment with the recommendations that the Federal Government’s responsibility for
aid to dependent children should be made comparable with the responsibility it
has assumed for old-age assistance and aid to the blind and that financial partici-
pation should be available to the States in pai;ments which they make to meet the
needs of the adults with whom dependent children are llvinf when those adults
are also needy. We also recommend that the definition of a dependent child
should be amended to include all needy children under the age of 18 living with
the prescribed relatives.
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2, Federal granis for public assistance.—Weo beliovo that the recommendation
for Fedoral ‘)arucipation in gencral assistance is sound, but that the Federal
matching ratio should be the same in all categories,

3. Medical care for recipienis.—\Wo agreo with the recommendation that the
Federal Government should participate in tho costs of medical care made dircotly
to agonoles and individuals providing medical care.

4, Care of the aged in public medical tnslitutions.—Wo agreo with tho com-
mittee’s recommendation regarding this subject oxcopt that tubercular sanitoria
a3 well as montal institutions should bo excluded. Lixtensive programs exist for
tho care of tuberoulous pationts and the protection of the general public against
tubercular infection. We believe that it would bo sounder to provide Foderal
grants to States to holp them in developinr those programs,

5. Residence requirements,—\We agree with tho recommondation that residence

uirements in tho Fedoral law should boe liberalired.

. Study of child health and welfare services.—~Tho recommendation for a com-
mission to study ohild health and welfare needs is alrcady being carried out, since
the Council made its report, through the cstabiishment of a Mideentury White
House Conference on Childron and Youth,

Mr. Aurmever. I think the general problem confronting the
Congross is well exﬁyessod in report of the Ways and Means Commit-
tee, which I am taking the liberty of quoting:

Ten years have elas'ped since the last major rovision of the Social Scourity Act
ostablished the scale of monthly bonefits under the old-age and survivors insurance
system in effoct today. Durlng this time, & great deal of experienco has been
built up which now permits us to assess tho strength and weakness of the social-
security syatewm in relation to i::(})laco in the cconomy. During this period broad
dovolopments have also occurred which make it nccessary to resurvey the prin-
cliples and objectives of tho social security program as they rolate to curront
economie conditions,

The Congress is faced with a vital decision which cannot long be postponed.
Inadequacica in the old-age and survivors insurance program have resuited in
trenda which scriously threaten our economic well-being. The assistance pro-
gram, instead of being reduced to a secondary position as was anticipated, still
cares for a much Iarger number of peoplo than the insurance program. Further-
more, the average payments under assistance have more than doubled in amount
since 1939 while benefits under insurance have scarcoly risen at all.  There are
indications that if the insurance program is not strengthened and expanded, the
old-age assistance program may davelop into a very costly and ill-advised systom
of noncontributory pensions, payable not only to the needy but to all individuals
at or above retiroment age who are no longer om‘)lovod. Morcover, there are
incroasing pressures for special pensions for particular gmu*)s and particular
hasards. Without an adequate and universally applicable basic social insurance
aystem, the demands for security by segments of the population threaton to
result fn unbalanced, overlapping, and competing programs. The ﬁnanciu§ of
such plans may become chaotic, their economio effects dangerous. There Is a
prossing need to strongthen the basic system at once before it is undermined by
these forces. Oncoe the basio system is firmly established, any remaining special
needs of partioular groups can be asscssod and met in an orderly fashion,

The time has come to reaffirm the basio prinei!)la that a contributory syatem of
sooial insuranoce in which workers share directly in mecting the cost of tho protec-
tion afforded is the most eatisfactory way of greventins dependency. A contrib-
utory system in which both contributions and bonefits are directly related to the
individual's owa productive efforis prevents inseourity while presorviug self-
reliance and initiative.

Under aoolal {nsurance, benefits are computed individually in each case, on the
basis of earnings in covered employment. Becausc bonefits are related to avorgﬁo
earnings and henoce reflect the standard of living which an individual has achieved,
ambition and effort are reward>d; sinoe thoy aro also related to length of service
in covered work, individual pmduotivlty is encouraged and the Nation’s total
produotion is increased.

" Beocause benefita under the insurance sybtom are paid as a matter of right
following ceesation of subatantial covered employment, the worker's diguity and
independence are preserved,

¢
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Knowln% that any assots and resourcos ho may accumulato will not disqualify
him and his dependents for benefits, tho worker is oncouraged to make private
savings in order to supplement his social-insurance benefits.

Social insurance has other desirable attributes. Because benefits are geared to
contributions, the pressure for an unwarranted scale of payments is held at a
minimum. Social {nsurance has & stabilizsing influence on the economy by main-
tatning steady flow of purchasing power in adverso times, and thus helping to
protect tho Nation from scrious economic maladjustment.

For these reasons tho contributory system of old-age and survivors insurance,
with benefits rolated to carnings and paid as a matter of right, should continue to
be the basic mothod for preventing dependency. Insurance agaiust wage loss due
to permancnt and total disability will round out tho protection of the insurauce
system. Tho assistance Xmgrnm, with ?a)'monts related to need, should continue
to acrve the function of filling the gaps left by the social-insurance program, and
for this purpose it should bo strengthened and improved. The function of ws-
siatance is to supplement insurance whon nocessary.  The bill is designed to a?ecd
the day when most of the aged and of the Nation’s depondent families will look
to the Insuranco program for protection and when the rolo of publio assistance can
be drastically curtailed,

That is the end of the quotation from the House Ways and Means
Committeo report.

Scnator Tarr. Up to date it has been steadily increased, though,
has it not?

Mr. Avrmever. Yes, sir; bocause of the inadequacies of the present
contributory social-security systom.

Today there are over 5,000,000 geoplo in the United States receiving
somo form of public assistance. In contrast there aro only half that
number receiving old-ago and survivors insurance bencfits.

. Senator MuuikiN, Mr, Altmoyer, ave the half included in the five?

Mr. AvrMever. No, sir; there is a little overlapping, maybe 10
peorcent; but for the most part they are mutually exclusive groups.

As a Nation wo are now spending at the rate of more than
$2,000,000,000 a year for public assistance. But we are paying out
g y tgbo“t one-third of this amount in old-age and survivors insurance

cnefits.

Senator MmLikin. Does that include the State contributions, or is
that purely Fodoral ?

Mr. Arrmever. Tho two-billion-dollar figure includes the Federal,
State, and local, if there are any local, contributions.

The cost to the Federal Treasury this coming fiscal year for assist~
ance is $1,200,000,000.

Senator Kerr. That is for both categories?

Mr. Avrmeyer. That is for the three categories, Senator. There
aro the needy aged, tho needy blind, and dependent children.

Senator Kerr. The two catogories you reforred to there were those
which are included in the assistance program and those which are
included in the old-age and survivers insurance benofits. .

Mr. Avruever. That is right. But thore is & small, a relatively
small, number of needy blind in additon.

Scnator Kerr. I understand. The $1,200,000,000 covers all of
the assistance the Foderal Government pays?

Mr. ALrMpYER. Yes, sir.

The cost to the Federal Treasury this coming fiscal year for assist-
ance is $1,200,000,000, and that is for all throo categorics. Of this
total, over $900,000,000 is for old-ago assistanco. Old-age assistance
costs have increased. In 1937, total old-age assistence costs—Federal,



24 SOCIAL, SECURITY REVISION

State, and local—were about $250,000,000. In 1941, they had
climbed to $500,000, By 1945, they had reached $750,000,000. By
1948, thoy oxcoeded $1,000,000,000. In 1049, thoy reached a total
of $1,300,000,000, and the costs are still mounting. Expenditures
have beon incrensm% this year at a rato of more than $1,000,000 more
each month. Bascd on the present rato of growth, old-ago assistance
will exceed an annual rato of expenditure of $1,500,000,000 within
anothor year. 'That, again, includes the Federal, Stato, and local.

Senator Tarr. You say $000,000,000 is for old-age assistance.
That is the Federal share? Or will that be higher?

Mr. Aurmever. That $900,000,000 is the Federal share this coming
fiscal year, we estimate,

Senator 'Tarr. Is that comparable to the billion and a half, or would
that be larger?

Mr. Aurmeyer. That is comparable to the billion and a half.

Senator 'Tarr. So $600,000,000 comes from tho States?

Mr. Atrmeyer. Yes, sir,

Senator Tarr. Thanks.

Senator Jonnson. And old-nge assistance is exclusively noncon-
tributory ?

Mr. Aurmeyer. Yes, sir.

In 1935, when this committee considered the Social Security Act,
there were 7.8 million persons over 65 years of age. In 1939, when
the law was amended, there were around 8.8 million. Today there
are about 11.5 million. It is estimated that there will be 14 million
by 1960 and nearly 19 million by 1975—just 25 years from now.

The strong desiro which qc(){)lo have for protection against the
economic hazards of lifo and their dissatisfaction with reliance on
public assistance is shown by the great growth in private retirement
plans and health and welfare plans in the last few years. In the
absenco of an adequate l)ublic program—I mean Government program
—workers have turned with increasing insistence to demand pro-
tection from industri'. Yet, valuable as some private plans are for
thoso who are covered by thom, they do not offer a satisfactory solution
for tho major part of the problem of economic security. By their very
nature these Slans aro reserved for tho relatively fow who work for
successful an %memus employers or who belong to well-organized
trado unions. Kven for these few the protection is not completely
satisfactory. The amount of the benefits provided and the conditions
for the recoipt of benefits vary from one establishment to another, and
from onoe industry to another. Moreover, the continuation of a private
plan deponds on the financial capacity of a particular employer. In
our dynamic economy, where change is the rule, single employers may
fail and industries decline.

Senator TAFr. That is particularly true if thoy are not set up on an
actuarial basis,

Mr. ArrmeYER. That is true; and there aro a fow, as you know, that
are sot up on a complotely funded basis by the actuarics.

. Senator Tarr. Yes. .

" Mr. Aurmexer, Then, too, these individual employer and industry
plans tend to inhibit desirable mobility of 1abor and the placoment of
older workers, Workers hesitato to take advantage of better jobs,
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for under most plans they lose their benefit rights when they leave
their current employer.  On the other hand, an employor is reluctant
to take on an older worker who does not bring his retirement-benefit
rights with him, because the employer must then either bear the ex-
pense of providing retivement pay greater than his fair responsibility
or bear the onus of later retiring a worker on an inadequate pension.
With the rapidly increasing number of older persons, we must not
further disadvantage tho older person secking a job. On the con-,
trary, wo must search for ways of increasing employment opportunities
for older workers, for only tl’n‘ough their making a contribution to the
production of goods and services can the real economic burden of
supporting the aged be reduced. From the standpoint of the worker,
the employer, and that of the national economy, it would be far better
if a major part of protection for most workers were supplied through
the public program so that the protection would follow the worker
from job to job. 'Thercfore, regardless of how valuable private pen-
sion p'lnns may be in providing supplementary protection, they cannot
take the place of a government plan providing a basic protection to
all workers.

Senator BrEwster. Do you know how many of the private plans
there are, roughly? .

Mr. Arrmeyer. Well, it depends upon your definition of the plans.
I think the outside estimate is about 13,000. They cover about
7,200,000 workers. But when I say “cover,” that is misleading, be-
cause probably not more than a third of the 7,200,000 working under
these various plans have actually developed benefit rights,

H. R. 6000 goes far in the direction of overcoming the inadequacy
of our present Social Security Act.  The importance of this bill can-
not be overestimated, for it would make changes essential to the devel-
opment of the contributory social-insurance program as the main
bulwark against destitution. Therefore, I am taking this bill as the
basis for my testimony before this committee; but, following the
suggrestion of Senator Millikin, 1 will also prepare an analysis of where
our recommendations differ, if they do differ, from the recommenda-
tions of the Senate Advisory Council to this committee.

Senator T'arr. We have such an analysis already.

Mr. Aurmever. That is right; yes. But I do not think, Senator,
that it covers the specific recommendations I am making in this state-
ment here, which vary somewhat.

Senator Tarr. From the bill?

Mr. AurmevEeR. From the bill; yes.

Summary of the present insurance law: As the committee knows, the
Federal old-age and survivors insurance program is the only part of
the Social Sccurity Act which is administered wholly by the Federal
Government. Employers and employees have each i)ecu making
contributions of 1 percent of taxabf; wages from 1937 through 1949.
On January 1 of this year the contribution rate increased to 1} percent
each. Under the original provisions of the Social Security Act,
monthly benefits would not have been payable until January 1, 1942,
The 1939 adimendments, however, advanced that date to January
1, 1940. The 1939 chanmges also resulted in an increase in the pay-
ment of benefits during the early years of the system’s operation,
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Above all, the amendments added dependents’ benefits and survivors’
bencfits so that now, in addition to the payment of old-age benefits
to workers themselves, monthly benefits are also payable to the aged
wife and young children of a living beneficiary and to the widow
children, and, in some cases, the dependent parents of an ins
worker who dies, whether before or after reaching retirement age.
‘The face value of these survivors’ benefits is now about $80,000,000,000
Just a3 contributions are paid on the basis of wages received, so these
benefits are paid on the basis of the past wages of the insured worker,
and thus compensate for & portion of the wage loss sustained by his
retirement or death. i

Senator Tarr. If the face value of these is $80,000,000,000, of
t‘c!tibu:se nobody is beginning today to pay anything substantial toward

at sum,

Mr. Aurmeyer. No. That corresponds to the face value of life-
insurance policies, for example, in effect.

Senator Tarr. I mean the payments being made do not begin to
pailw any suck: liabilit&.

r. ALTMEYER. At the present rate of 3 percent, they still fall a
little bit short.

Senator Tarr. Do they not fall way short of the present payments?
- Mr. AurMeYER. No.

Senator Tarr. I mean, actuarially figured.

Mr. Aurmeyer. No. The present estimate of a level premium is
about 4 percent; and, you see, &gl(;u are collecting now 3 percent.
What I want to point out is that this $80,000,000,000 is what they call
face value. The actual surrender value of insurance is always less
than the face value.

Senator Ta¥r. Oh, yes. I understand that.

Mr. AirMeEYER. And so we have to think of the surrender value
when we think of how much of a fund needs to be collected.

Senator BREwsTER. Is this calculated on the basis of these in-
creased benefits?

Mr. Autmever. No; this is on the present law.

Senator Tarr. Four percent might pay the present law actuarially,
you think?

- Mr. AuTMEYER. Yes.
: Sen?tor Tarr. But the new law would take how.much? Six or
seven .

Mr. AurMEYER. Well, the Ways and Means Committee estimated
6.2 percent for H. R. 6000. :

Senator JornsoN. When you spesk of face value, you are reall
speaking of the obligation that the Federal Government has assumeJ:
are l\/You not? Is that not really what it is?

" Mr. AurupyeR. If these various eventualities occur; yes, sir.

- Senator Kerr. The implementation of the obligation, however,
takes place, and at the same time payments through the future with
which to meet the obligation are also taking place. '
- Mr. Aurupver. Yes. .
" Senator KErr. What you have just told us is that on the basis of
the 3-percent tax now in effect there would be a shortage of about 25

]
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percent under the present program from the standpoint of income to
meet what you estimate to be the liability ?

Mr. AvrMeYER. Yes, sir.

Senator KErr. But if and when the payment is 4 percent, the in-
come over the period of the expected life of the obligation will pay the
liabilities that were expected to accrue over the life of the obligation?

Mr. AutMEYER. Yes, sir.

While the gresent faw is admittedly inadequate, nevertheless I
believe that the Congress has a right to be proud of what has been
accomplished. There were many persons in 1935 who doubted that
this social-insurance system could be simply and efficiently admin-
istered. However, at the present time, there are over 2.7 million

ed persons, widows, and orphans actualfy receiving monthly benefits.
%got disbursements (including administrative costs) for the coming
year will be nearly $800,000,000.

Senator BREwsTER. Does that prove that it is simply and efficiently
administered ?

Mr. Aurmeyzr. Well, I will give you a few figures. I will have to
ask you to decide that on an objective basis. I would be in the posi-
tion of one pleading his own case.

Senator Tarr. I would like to get some figures, which you may not
have right with you. First, I would like to have the actual number,
as you estimate them, of individuals 65 or over; and then the number
of those working still at 65 and over; and then the dependents of those
working at 65 or over.

In other words, there are about 11% million, I think you said, of
aged people, of whom only 2,700,000 are getting pensions.

Senator Kerr. I think the 2,700,000, Senator, includes also widows
and orphans.

Mr. AurmeYER. Yes; 1,900,000 would be the aged persons them-
selves receiving insurance pensions. Then there are also 2,700,000
receiving old-age assistance.

Senator Tarr. In any event, there are 9,000,000 people over age
65 who are not getting old-age assistance, and I wanted to get some
idea of what their status was. That is really what I wanted you to
get if you could.

Mr. AurMEYER. I can get you those figures.

Senator Tarr. The number of marrie g)ersons in that group, I
would also like to have, and the number of single persons. T would
like 30 get that, with the idea of getting a picture cf how these people
stand.

Mr. ALTMEYER. Yes, sir.

Senator Tarr. With the idea of learning how many there would be
if you paid them all except those that are working; and, of these which
are not working, which are married and which are not married. If
you could get me those figures or a rough estimate, which is all that I
want, I' would appreciate it.

Mr. ALTMEYER. Yes, sir.

s A g e . )t i Sore g oo
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(Mr. Altmeyer later submitted the following three tables:)

TABLE 1.—Persons 65 years and over receiving tncome from selecled sources, June
1949

{In thousands]
Tota Men Women
Source of income
Number [Percent| Number |Percent] Number |Percent
Total population 65 years and over........ 11, 270 100 5,344 100 5,926 100
Employment: :
ﬂ‘nm 3,676 33 2,313 Q 1,362 23
Earner 2,787 25 2,313 43 474 8
838 - 7N PO RN 15
8ocial insurance and related program:
0ld-age and survivors Insurance . 1,778 16 1,008 19 770 13
Railroad ret| 253 2 185 3 68
Federal civil-service reremen - 91 1 75 1 15 O
Other Federal retirement. ...... - 18] O B M el
State and local government retirement...... 174 2 86 2 88 1
Veterans’ program........ “eeeeaaen .- 259 2 13 3 121 2
Wives of beneflciarles for programs
other than old-age and survivors insurance. 161 ) UK PRI PO 161 3
@ assi 2,622 3 1,240 23 1,382 2

1 Less than one-half of 1 percent.

Norz.—Some aged persons recelve inoome from more than one of the sources listed. = The extent of dupli-
cation among the [ncome sources listed is not known. Consequently, the number of persons wha recelve
income from none of the specified sources is unknown. There is no reliable current Information - to the
total number of persons living on savings or receivin Privnte pensions, incoie from investments, it 1rance
annaities, or gifts from relstives and friends, or combinations of these sonrces of income and of the + 2cified
sources shown in the table.

Bource: Total population and earners from Bureau of the Census; other figures estimated from -ports
and governmental agencies,

TaBLE 2.— Income of persons 656 and over, 1948

(In thousands]
Total Male : Female
Income
Number |Percent] Number | Percent] Number | Percent
Total ber of p . 6,205 [oavennnn 8,772 |eecracnn
NOIROOMO. ceee e aood] . 58 2,019 -
‘With income 4,637 | 100.0 2,853 100.0
14 .3 3i- .1
1,078 3.2 1,238 43.4
1,233 26.6 1,030 36.1
663 14.3 268 9.4
380 8.2 128. 4.5
390 8.4 71 2.5
250 5.4 3 L1
204 4.4 % .9
97 2.1 17 .6
k(] 18 [ ] .2
46 1.0 [} .2
74 1.6 9 .3
74 1.6 14 .5
6 1.2 6 2

Nork.—Median, male, $098; median, female, $589,
8ource: Buresu of the Census, Jan. 18, 1850. Data exclude population in institutions,
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TasLe 3.—Estimaled marital status of persons 85 years and over, by age of spouse,

June 1949
(In thousands}
Total Men Women

Tota) 11,270 6,344 5,92
Married, spouse present. 8,255 3,335 1,920
Spouse 85 years and ov 3,302 1,651 1,651
8pouso 6064 Years. ..o.cceieeicracacmraeiacccacacacnaacan- 966 824 142
Spouse under 60 years. 87 880 127
Single, widowed, di d 6,015 2,009 008

Mr. AurmeYeR. This Federal old-age and survivors insurance sys-
tem constitutes the largest permanent insurance system in the world.
Therefore, unprecedented administrative problems have been en-
countered in putting it into effect. However, satisfactory solutions
to these problems have been found. The total cost of administration
at the present time is only 3 percent of contributions collected and 8
percent of benefit payments. This percentage is declining steadily,
and there is no question that as the benefit rolls increase the cost of
administration will decline to less than 3 percent of benefit payments.
At the present time, accounts have been established for 80,000,000
individual workers who have wage credits. The cost of maintaining
these wage records is about 12 cents per account per year.

Senator MiLLikiN, What duplication is there in that figure, Mr.
Altmeyer?

Mr. AuvrmeYER. In the 80,000,000 7

Senator MILLIKIN, Yes.

Mr. AurMeYER. There is no duplication. Well, some persons may
have gotten more than one account, under a different name.

Senator MwLikiN. Would that include people who got along and,
let us say, died before they were entitled to benefits?

Mr. Aurmeyer. These are those surviving,

Senator MiLuikin. These are active accounts, in other words, and
represent 80,000,000 different individuals; is that correct?

Mr. AurMeYER. That is right.

Therefore, there can no longer be any doubt as to the practicability
of this Federal old-age and survivors insurance system; I mean the
administrative practicability.

Senator BREwster. That 80,000,000 figure, though, puzzles me.
What is it you figure, now, are covered in the present system?

Mr. ALTMEYER, At any one time we estimate that there arc only
about 35,000,000 workers actually in insured employment. But there
is such a great in-and-out movement between insured and uninsured
employment that in the course of time a great proportion of the entira
workiug population acquires some wage credits for the time that they
were engaged in insured employment.

Slqnpt:lor?BnEwst. Many of those must be, I presume, rather
negligible ‘

r. AurMevER. Yes. But I will present figures to show, for in-
stance, the percentage of farm operators and farm workers who have
actually acquired insured status when they were in insured employ-
ment. Lt v -

60805—80—pt. 1——3

me o .
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Senator Tarr. How is that roconcilod with the fact that 60,000,000
people is the most that have worked? Does this include a lot of
people, say, who have got married and do not work and do not propose
to work any more?

Mr. Aurmever. That is right.

Senator MiLLixin. And temporary war workers?

Mr. ArrMever. Yes. And the retived beneficinries, too.

Senator JounsoN. Does it include any survivors?

M. AtrMever, Yes,

Senator Jounson. Or persons who pay in money ?

My, Auraeyer., Yes,  If they have paid in any money, they are ono
of the 80,000,000,

Senator Jounsan, Survivors do not pay any ?

Mr. Avrmeyer. Wall, they may have heen workers in theiv own
right.  Somo of the widows, for examplo, may also have been working
in ipsured employment at some time.

Senator Jonnson. But the 80,000,000 includes only porsons who
have paid something into the fund ?

Mr. Artmuver. Yes, sir,

Sonator Tarr. And supposing a man dies at. 507 What happens?
Do you know that he is dead?  Or does he go vight on, on the rolls?

Mr, Aurmeyer. Noj we tey to make adjustments, It is true that
somotimes we do not get a record.

Senator Tarr. Some of the 80,000,000 may be dead, in other words?

Mr. Auvrmever. That is vight.  But we try to reduco that number
and maintain contact with all of the agencies, the vital-statistics
agencies, undertakers, and so on, to keep our estimates as close to
accuracy as possiblo,

. Smu‘}wr Brewsrer. What profit do you figure you make on those
apses .

Mr. Aurmiykr. No profit,  In fact, as a previous question indi-
cated, we are collocting less than the cost of the insurance,

Senator Burwsrenr. 1 thought that it was vecognized that there
would be a considerablo number that you would sort of lose track of,
You would have tho migrant workers, and so on. Is there not a
considerable group of that sort?

Mr. Aurmeyer. Oh, it is impossible to make an estimate of that
You moean people who do not claim their benefit rights when they
have benefit rights coming to them? .

Scnator Brewstir. Yes; perhaps you have a fow that a few pay-
mont?s have boen made for. Have you ever mado any estimato of
at :

Mr. Aprmiver, It is impossible.  If we know who thoy were, we
would tell thom ahout their benefit rights.

Sonator Brewster. Do you not have any means of keoping it
ourront, or anything of that sort, as to the ones that you have not
reccived any payments from for 2 or 3 or 4 years?

- Mr. Aurmgyer. That is right.

Scnator Brewster, There 18 no check on it. I have heard that it

runs up into many hundreds of millions of dollays.
. ALrMever, I think that is truos,

Senator. Brewster. Do you i»tand ‘to keep that up forever?

Sometime you will have to make i chock; will you not?

'
'
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Mr. Arrmeyer. What woe have to do, of course, is to use the various
avenues of public information.  Some streotcar companies, for ex-
ample, have given us free space for those cards that you see insido of
streotears,  We have not resorted to loudspeakors and that sort of
thing.

Senator Brewsrir, Or billboards?

Mr. Armeyer, No. Wo get out explanatory pamphlets.  Wo
send those pnmphlets to groups that we think \\'()\ll(l be particularly
interestoed, ‘iko llnbm‘ organizations and employers; and we havo a
vory definite program of Tuml contact by our loeal managers.  Wo try
in every way to tell people what their potential rights are; but wo do
not have any way of maintaining individual contact. with each ono of
these 80,000,000, That would require us to maintain their addresses
as they move from place to place, even nssuming that we could get
them to report their addresses, which 1 think would be quite doubtful,

Senator MuuikiN, May it be demwn from your answer that you
huavae not broken down this 80,000,000 in age categories, for example,
or in categories that would show imminence of benefits due?

M Arrmever. Yos; we have that, Senator,

Serntor Muakiy. Will you let us have that?

Mr, Airmever. Yes.

Sonator MinakiN. You have that broken down for the wholo
000,000?

M. Aurmever. Yes,

Senator MILUIKIN, As to categories of how tuch has been paid in,
how long you have had wage credits, age groups, and so forth?

Mr. Avrmpyer, ‘That is vght,  Yes, sir,

Senator MinukiN, How do you relate your liability as to the
80,000,0007

Meo Avrvever. Well, thoe liability is volated to the estimated cost
of the bonefits contnined in the law, as compared with the estimatod
veceipts by the Government to cover such liability.

Senator Munukin, Of the 80,000,000, how many do you figure will
ultimately have payments coming to them?

Mr. Airsever. 1 have those figures, but T do not have them here.
I will-have them on hand tomorrow.

Sonator MintigiN, Will you present those figures, pleaso?

Mr. Aurmever, Yes, siv,

(Mr. Altmeyer later submitted the following three tables:)
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Tanie L.—Number and propartion of insured and uninsured workers wilh wags
credits, January 1 of each year, 194060

Numbee Percent
Year
Allworkers| Tusured | Uninsuned {Albworkers | Insured | Uninsnred

0.8 9 118 ] (LN (Y] Qe
e N N0 LN M 4.3
ALo ns ns .o N9 @l

L KIN ) €0y wa Al “ur
AR uwe 4 . o e “we
ma we .8 LN A (1%3
T3 4.3 3.0 L1 A7 Ha
R 418 K\ 100.0 M Qs
TN 4l N7 10,0 Q.9
we 434 AR o0 Mo 4.0
N7 8.7 RIAY 00,0 2 |
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TaBLE 2.—Percentage distribution of workers in covered employment under old-age
' and survivors insurance at some {sme during 1987-46, by number of years with
© wafe credils, and by snsured slatus ! as of Jan. 1, 1947

BT o Malo Fomale
Number of years with wage
credlts Fully c&mnﬂy v Fully Chu‘;mrx;gy Unl
. ured’ ninsured U nsurod
ured | | only insured only
C Total. ceenneivennnnencns 100.0 1000 100.0 100.0 100.0 100.0
L Juo ™ (V] 0.4 ® 3.4
1.1 4.7 0.3 20 o 8.7 25.9
48 10.9 1.3 7.9 18.2 17.0
7.8 10.8 12.3 18.4 22 103
6.7 26.6 7.9 13.2 2.3 [¥3
81 181 &1 1.9 1.8 38
2.6 10.4 29 0.8 8.6 1.8
10,4 5.6 1.3 9.1 3.2 9
10.7 29 .8 87 1.6 "
40.9 1.3 2 24.0 .9 .1

*1 Not adjusted to refiect changes in Insured status arising from (1) combined carnings under coordinated
survivor provisions of the old-age and survivors insurance an: Iroad retirement @
ngbeg&uy insured only as result of sec. 310 of titlo 1 as amended In 1048,

ppllea

TABLE 3.—Workers with wage credits, work history: Number and percentage distri-
* bution of 1987-46 workers by insurance status Jan. 1, 1947, age, and sex

(l-‘lmeen! samplo of workers with credits {dentified for posting by July 8, 1047; only partly adjusted for
luplication of workers with more than 1 account. Includes workers who died during the period 163746
and workers who became entitled to primary lusurance benefits before Jan, 1, 1047,  Ago represents age at
mh in 1946.  Workers of unreportod sex included with male. The data aresubject to sampling varla-
which may bo large when the figures shown are small. Data correctad to June 1, 1948)

Percentago distribution of workers
Insurance status, Jan, 1, 1947
Age and sex Uniosured
Total Cur
' Fully rently Now Workers
. ' ’ insured | {nsured entrants | . With
only Total 1 “aurin 2 provious
i 1046 \s
Total 100.0 40,7 &3 4450 3.8 , 4.3
Under 2. 00, 30. (0] 0 19, %0.
20-H. 00, -8 | 43. 8.
25-39. . 00. 48 4, 47, E'S 44,
30-84. 00. 42 10, 47. N 43
35-39. 00. 48, 12, 41, 39.
44 ' 00, 4.3 M. 37 \ 38
4349, 100.. 48.0 14, 3 33
80-54 00. 48 " 3. 35
[ s S T ) 00. 41, 14, 31 35
00-84 . 00. 46 1", 38 N k18
70 and . g 9& & gg. g%
over..: . .
r'r ted. 00, 4 2 . .3 .
- - Male. 100.0 520 89 40.1 3.1 LAY
Under 2. 00. . (U] 0. 16 53.
&ﬂ . 00. 82, \ 4. 42
39, 00 8. 3. 43, 2. 42
00, n 8 80, . 38
4048 oo Y & o by 7
43549 BOURO B 1Y s84] 0 a0, . =
00 87 12, 0. 4 N 20
00, 88 12, 31, 30,
100, 8. 13, 4, . 8

i

_Swfoctnoteatendotpble,p®, L
: /
/ : 1 y

/

-~




SOCIAL BECURITY REVISION 33

TasLp 3.—Workers with wa%e credits, work Aistory: Number and percentage disiri-
bution of 198746 workers by snsurance stalus Jan. 1, 1947, age, and sez—Con,

Percentage distzibution of workers
Insuranos status, Jan. 1, 147
Agoand sox Unlosuced
o bty | renty Work
y rently Vorkers
ins tnsured e | with
only Total previous
during Wi
T B
05-69. 100.0 56.0 7.9 36.1 1.2 34.9
70 and over..... 100.0 05.3 .3 34.4 1.0 3.4
Unreported 100.0 4.0 2.2 0.2 .2 3.1
Female..ooeeaenneaneee teeesncaunnae 100.0 36.9 10.4 2.7 8.0 4.7
Under 20, 100.0 2.2 0] 70.8 2.8 47.0
2-24 100.0 60.2 .1 0.7 3.0 36.7
229, 100.0 4.3 0.0 40.8 20 47.9
30-34. 100.0 21.3 14.0 3.8 20 8.2
35-39, 100.0 2.9 17.4 8.7 3.0 5.7
40-44.. 100.0 .9 10.4 8.7 3.2 485
45-49. 100.0 2.8 2.7 0.8 3.0 41.5
80-34 100.0 R2 0.4 51.5 3.2 43.3
5350 100.0 2.6 20.3 83,2 3.3 49.9
60-64. 100.0 2.9 10.4 83.7 3.0 50.6
63-69... 100.0 3.7 11.0 54.2 20 52.2
70 and over. 100.0 52.0 .6 47.4 1.7 456
Unreported... 100.0 2.6 3.1 T94L3 g 9.2

1 Inapplicable under provisions of Soclal Security Act.

Sox‘;ntor MuuiriN. How many live accounts have you at the present
time

Mr. AurMEYER. These are all live, we think.

Scnator Kierr. The accounts are ‘ive, Senator, anyway.

Mr. Avrseyer. I think I understand what you mean.  You want
to know how many have had wage credits posted to their accounts in
the last year or so?

Senator MiLuigiN, That is right.

Mr. Avrmeyegr. Forty-nine million had wage credits posted to their
accounts during tho last year.

Sonator MiLuIRIN, Forty-nine million?

Mr. AuTMEYER. Yes, sir,

Following tho policies laid down by the Congress, and guided by
our experience in administering tho program, we have recommended
in our annual reports that tho contributory social insurance program
be imﬁroved and strengthened along the following lines:

1. Extending tho coverage of the old-age and survivors insurance
program to practically all gainfully employed persons; '

2. Liberalizing the eoligibility requirements for those now past
middle age; :

:(31. Raising the level of insurance benefits paid under the program,
an

4. Expanding the insurance program to provide protection against
disability as well as old age and death. :
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H. R. 6000 includes important changes in all of these matters, which
I should like to summarize. The major changes would be as follows:

1. Extension of the coverage of the system to include urban self-
employed, with the exception of certain professional groups; employees
of State and local governments, under compacts negotiated with the
States; employees, except ministers and members o? religious orders,
of tax-exempt nonprofit institutions; regular domestic workers in
private homes; certain Federal civilian employees; American citizens
working outside the United States for American cmployers; certain
“employces” excluded by Public Law 642, Eightieth Congress;
individuals who served in the armed forces during World War 11,
wago credits of $160 for each month the individual served being

rovided; and to individuals in covered occupations in the Viegin
slands and, when requested by its legislature, in Puerto Rico.

2. Substantial increase in the amounts of old-age and survivors’
insurance benefits.  The increase is achieved for those individuals who
will come on the benefit rolls after the effective date of the bill by
raising the maximum annual wage on which benefits may be based
from $3,000 to $3,600; by changing the formula for computing benefits
to 50 percent of the first $100 of average monthly wage and 10 percent
of the remainder, rather than 40 percent of the first $50 of average
monthly wage and 10 percent of the remainder as at present; and by
raising the minimum and maxinium benefit amounts.  Fov individuals
now on tho benefit rolls, the amount of benefits is inereased by means
of a table which fixes a new dollar benefit amount for every dollar
amount of present benefits. The averago increase in these existing
benefits would be about 70 pereent.

3. A new method of calculating the average monthly wage on the
basis of only years in which the individual had substantial covered
employment, rather than on all years after 1036, or age 21 if later.
‘This would result in & higher average monthly wage for persons who
had some periods out of covered employment. The desired differ-
antial between their benefits and those paid to persons continuously
in the system would be made by applying a “continuation factor” to
the benefit amount, rather than through reduction of the average
monthly wage, as under present law.

4, Reduction in the amount by which benefits would be increased
for each year in which the individual had a “year of coverage” from
the present 1 percent per year to one-half of 1 percent per year.

Senator Miruikin, Will you supply us with illustrative tables on all
theso mattora?

Mr. AurMEYER. Yo, sir.

5. Reduction in the handicap which newly covered individuals
would otherwise havo in becoming eligible for old-age and survivors
insurance benefits by allowing an alternative method for becoming
“fully insured.” Under the present law, a person newly covered who
reachics ago 65 in 1951 can become fully insured in 7 years.  Under the
alternativo method—that is, under H. R, 6000—such a porson could
become fully insured in 5 years.

Senator BrewsteR, Could you give jus individual illustrations in
terms of what they would pay and what they would reccive? Thero
aro individual cases of that kind cited.

Mr. AurMeYER, Yes, sir.
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(Mr. Altmeyer submitted the following table:)

Present and proposed benefit formulas ¥
PRIMARY BENEFIT AMOUNT--RETIRED 8INGLE MAN

Benefit amounts .“;m
Average monthly wage emplayco
Present | Advitory Recom- contrl-
Tawd | oounciis {He R-0000 ¢ iREEs | butlons s
5 years of coverage
$20.25 £51.30 $52.50 $120
TS (09 ] .30 N0
4210 oh.70 0 00
4£2.00 L8 B4 30
2.0 .3 ul. 00 420
2.0 71.80 0. 30 40
20 years of coverage
£30.00 TosL2s $35.00 $00.00 548
42,00 5625 [\ ] TR.00 1,10
4R a3.75 LN 87.00 1,463
4800 7.2 700 0. 00 1,788
45.00 TR.78 7500 108,00 247
KW RIS AW 114.00

1 No account {s taken In the table of the eifeet of differeut definitions of “averago monthly wage' and of
the continuation factor.

1 40 percent of the first $:0 plus 10 percent of the next $200, increased by 1 poreent for each year of coverage.

3 50 percent of the frst $75 plus 18 pereent of the neat $275 no increment,

4 50 pereent of the first $100 plus 10 pereent of the next $AN0, fnereased by one-half of 1 pertent for cach year
of covernge; rounded to next higher mnltiple of 10 conts.

350 pereent of the first $100 rlus 15 pereenit of the neat $300, increased by t percent for cach year of coveruge;
rounded to neat higher multiple of 10 cents,

¢ ‘The employee contribution used in this caleulation is the sehiedute contained n H. R, 6000, as follows
1051-58, 2 pereent; 190064, 215 percent; 196569, 3 percent; 1970 and thereafter 334 percent.

It (s assumed that the individual's coverage began in 1931,

Mr, AremeveR, Provisions in the contributory insurance program
of benefits for persons permanently and totally disabled before age 65,
and the preservation o} their rights to old-age and survivors insuranco
for persons who cannot continue in employment because of such
disability.

H. R. 6000 would go far toward curing the most important defects
of the present program. ‘Therefore, in suggesting several desirable
changes in H. R. 6000, we do so not to eriticize but to suggest ways in
which the objectives of this bill can be moro fully achieved. Tho
most important areas in which we beliove the insurance provisions of
H. R. 6000 could be strengthened ave as follows:

Senator Burwsrer., Before you get to that, could you tell mo the
number in your organization, the number of people employed ?

Mr. AurmiyER. For all programs?  Or just the insurance?

Senator Brewsrer. For all programs.

Mr. ALTmeyeR. 11,900,

Senator Brewster. And when you spoke of the 8 percent on pay-
ments: you are paying around $750,000,000 a year, is it, now?

Mr, AutMEYER. It is running between $700,000,000 and £800,000,-
000 now.

Scnator Brewstenr., And, of course, you figure 8 percent ?

Mr. Aprmever. That is right.

Sonator Brewstkr. That is for tho insurance aspect ?

o .-t

R p——
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Mr. AvtMevER. Yes. But that includes the cost to the Treasury
Departmont, Civil Service, any other Federal costs that are involved,
as well as_our costs. .

Senator Brewster. That would be around $64,000,000, then?

Mr. Arrmever. Yes.

Senator BrRewster. Now, you spoke of 3 percent for the collections.
That is on the total amount collected, I gather.

Mr. AurmeveRr. That is right.

G Sonf?\tor BrewsteR. Is that & duplication? That is, is it the same
gure

Mr. Aurmever. That is taking tho same dollar amount and apply-
ing it to a larger base, because we are collecting more than we are
paying out, in theso carly vears.

he most important arcas in which wo make suggestions for modi-
fication are as follows:

1. Coverage oxtension: We believe that still broader coverage can
and should bo provided, both because the groups remaining excluded
need protection and because administrative problems which formerly
were an obstacle to their coverago have now been solved If the
social-insurance program covered practically all gainfully employved

ersons, it would earry a much greater part of the cost of providin

or tho aged, the disabled, and the dependent survivors of decensed
breadwinners. This would be particularly significant in agriculural
arcas whero today, because of the limited coverage of old-age and
surviyors insurance, these costs must be met largely by public assist-
anco financed from general tax funds.

Farm operators are the largest group remaining excluded from
coverage under H. R. 6000. If they were covered, farmers would bo
able to draw benefits when they retired, even though they still owned
their farms.  Their benefits would then supply a cash income which,
when supplemented by their other resources, would provide retired
farmers a comfortable living. Such benefits would meet a real need
since only comparatively few have enough cquity in their farms and
additional savings to finance their own retirement.

Scnator BrEwster. Do you have a clause that would cover that,
or are you proposing that?

Mr. AuTMEYER. Yes, sir.

Scnator Brewster. And how they would measure their paymients,
and so forth?

Mr. Avr™MEYER. Yes, sir.

Senator Brewster. Have we that here? Or where is that statute?

Mr. AurMever. I will present that, Senator, in connection with
this whole problem of extension of coverage.

Scnator Brewsrer., Thank you.

Mr. ALTMEYER. Briefly, wo would tie it in with the income-tax
return.

Senator MiLikiN, Were these arguments made to the House
committee?

Mr. ALTMBYER. Yes, sir.
 Senator Mituikin. Why did the House committee reject them?

Mr. ALTMevER. I cannot speak for the House committeo. '

The survivor and disability benefits provided under H, R. 6000 also
would be significant for farm operators. Survivorship protection
would be important because farm familics are comparatively large,

’

! [
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and widows and children alone can seldom make an adequate living
from a farm. The high incidenco of disabilities among farmers
creates a particular need for disability benefits.

Incidentally, as you probably know, in most States farm workers
are niot covered under workmen’s compensation.

Senator MinugiN. Are you talking here about the farm owner or
the farm operator, or both?

Mr. Avrmeyer. I am still talking about the farm operator.

Senator Minuirin. Owner-operator?

Mr. Arrmeyer. Owner-operator.

Senator Muurin. Will you give us statisties on the equities which
owner-operators have in their farms in this country.

Mr. Avemeyer. I think T ean.

Senator MiukiN. 1 mean, you make & reference to it, so I assume
vou have the facts to back up your statement. I would like to sce
those.

Mr. Aurmevyer. Yeos, sir,

(Mr. Altmeyer later submitted the following information:)

1. Equity of farmers in their farms as shown by the 1945 Census of Agriculture

Almost a third of all farmers are tenants having no equity in the land they farm
or the buildings on tt.  Twenty-two pereent of all farmers own some or all of their
Iand but have mortgages against it.  About 45 percent are owners whose land is
unmortgaged,

Of all owners (whether their land is mortgaged or not) over 50 percent had farms
whose land and buildings were valued at less than $5,000 and 75 percent at less
than §10,000, according to the 1945 Census of Agriculture,

11, In{gfnmliﬂn obtained from the Federal Reserve Board's 1948 Survey of Conswmer
mances

Farmers' liguid asset holdings.—TFifty-sceven percent of farm operators had no
savings bonds, 83 percent had no bank savings accounts, and 38 Jwrcont- had no
cheeking accounts,  Corresponding figures for the managerial and self-emptoyed
group (exclusive of farm operators) were 40, 55, aud 31 percent,

Farnters’ savings from current income.~—Thirty-three percent of all farmers had
no savings from current income in 1947 (the peak year in farm income).  Corre-
slmnding percentages for professional peoplo the managerial and self-employed
clerical and sales people, aud skilled and semiskilled workers were 32, 24, 31, nn&
37 pereent, respectively.

Mr. Arrmever. Covernge is likewise desirable for agricultural
workers. Theso workers are among the noeediest of our economic
groups and lack the protection of practically all the socinl legislation
applicable to most other workers. It is now feasible to cover them,
bocause appropriate administeative techniques have been dovised.

The oily domestic workers covered under the provisions of H. R.
6000 are those employed by the same person on 26 days during a
calendar quarter; that is, 3 months,  Without causing administrative
difficulties for housewives or the Government, this provision could be
modified to provide coverage for a much larger numbor of domestic
workers. ‘Those excluded under H. R. 6000 for whom the Fedoral
Security Agoncy recommends coveragoe are day workers who customar-
ily return to the snme omployer from week to week but work for ench
omployer on only 1 day a week. That is, thoy may work for a number
of employers, but 1 day a week for each omployer. .

Sonator Tarr. What percentage of domestic workers are included
under the new provision, and what percentagoe are excluded ?

Mr. Avrmever. There are 800,000 included and 900,000 excluded.

Senator Tarr, 1,700,000 all togothor, domestic?

. —
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Mr. AuTMEYER. Yes, sir.

Senator MiLLIEIN. And those excluded are those who work all weak,
but work for different employers during the week?

Mr. AurMeYer. Yes, sir.

Senator MiLLIRIN. Do you see any administrative difficulty in in-
cluding that group?

Mr. ALTMEYER. No, sir; I do not.

The exclusion of certain professional persons, such as doctors and
lawyers, by H. R. 6000 deserves further considoration, cither to remove
the exclusion from the bill or limit it to fewer professions. One of the
reasons advanced for excluding these professional persons was that
they do not ordinarily retire as early as wage workers. They are,
however, subject to disabling sickness or accidents and early death.
Their protection against these risks under the insurance program, as
well as the assurance of benefits when they do need or wish to retire,
would make contributions to the program a worth-while investment
for the group of professional persons as a whole.

Scnator Tarr. Is there any option given to any of the new people
included, to come in or not to come in, as they wish?

Mr. AurmevEeR. No, sir.

Senator Tarr. Where they are in, they are compulsorily in?

Mr. AurmeveR. There is one semioption relative to the employers
in nonprofit undertakings, which I will discuss when we come to that.

Aund then I should say that so far as State and local employees are
concerned, that would be on a compact basis.

Senator Tarr. With the State?

Mr. Avimrrer. With the State.

Senator t'arr. But if the State made the compact, they would have
to come in. Ia that right?

Mr. Avrueyer. That is right.

2. The wage baso: As noted above, the maximum amount of annual
wages on vhich contributions may now be collected and benelits com-

‘puted is $4,000. Under the provisions of H. R. 6000, this would be
raised to $3,600. The Federal Security Agency recommends that it
be raised to $4,800. :

For the old-age and survivors insurance benefits to be effective in
roplacing wage loss, they should be based, to the greatest possible
axtent, on the individual’s total earnings from covered employment.
In 1939, 97 {mrcent of all workers in employment covered by the law
earned less than the maximum wage base of $3,000 a year. Sinco that
timo, the rise in wages has been such that, to cover all the wages of
even 05 percent of tho workers in the system, a wage base of $4,800
would be required.

Senator Kerr. Mr. Altmeyer, let us take a worker as of today.
He is covered up to a base of $3,000.

Mr. AurMeYER, Yeos, sir,

Senator Kerr. Suppose he is paid $4,800 a year. What amount
of that does he and his employer pay taxes on?

Mr. ALTMEYER. They do not pay any contributions under the pres-
ent law. What we are recommending is that the contribution base
and the benefit base be raised from this maximum of $3,000 to $4,800.

Senator Kerr. Well, if he is under the law, he is paying contribu-
tions, is ho not 9 ' :

Mr. AutMEYER. But only up to the first $3,000.

I
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Scenator Kerr. His contribution, then, is on the same amount that
his coverage is based on?

Mr. AurmeyEr. That is right.

Senator Tarr. But, Mr. Altmeyer, if I am earning $3,000 today
and then tomorrow the base is increased to $4,800, the additiona
taxes I would pay I would never get back, would I? Because I
would only get 10 percent of the benefits, as compared to 50 percent
of the lower part?  Is that not correct? T mean, it would be a dead
loss to mie to have my tax base increased from $3,000 to $4,800,
because the additional benefits I would got, based on 10 instead of 50
percent, would be much less, would they not, than the tax I would
have to pay?

Mr, Aurmerer. Noj; it would be quite inequitable if that were true.
But the value of the additional benefits as a result of raising it from
$3,000 to $4.800 would be in excess of the additional contributions
which the individual workers would pay.

Senator Tarr, Well, the benefits under the new bill, now, are based
on 50 percent of the first—what?

Mr. Avrmever. The venefits under H. R. 6000 are based upon
wages up to $3,600.

Senator Tarr. But 50 percent of what? The first thousand dollars?

My, Aurmeyer. The first $100 per month,

Senator Tarr. Tho first $1,200, you get 50 percent, $600?

Mr. ALtMEYER. Yes.

Senator Tarr. After that you only get 10 percent?

Mr. Aurmevyer. Yes,

Senator Tarr. Then it scems to me obvious that yvou would lose,
If you increased your taxes, the additional benefit you would get would
n.og‘ e;]uul the additional taxes you would have to pay. Is that not
right

Mr. Avrmiyer. No.  The additional benefits you get for paying the
additional contributions between $3,000 and some higher amount are
greater in value, but they are not as proportionately greater in value
as the benefits you receive for the first $100 of monthly wage. In
other words, the formula is weight-d to give the lower-wage earners
a larger benefit in proportion to their wage loss than the higher-wage
earners.

Senator Tarr. That is not an insurance principle, of course. That
is a social-welfare prineiple.

Mr. Aurmever. That is a very sound social-insurance principle.

Scenator Taver. It is a social-welfare principle. It has no relation
to insurance.

Mr. AtrMeYER. Oh, yes, it does. Because if you turn to private
pension plans you will find that the same approach is followed there by
employers. The employers, in other words, contribute more of the
cost of the benefits for the low-wage carners than they do for the high-
wage earners. I think that is a sound insurance principle,

Senator Tarr. Well, that is not insurance. That is what the em-
ployer pays. You could not set up a sound insurance plan on any
such basis. T mean, an insurance company going into the business
could not possibly adopt any such principle, it seems to mo.

Mr. Aurmeyer. Yes, it could.

Senator Tarr. And certainly not on any such scale as this.

R,
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Mr. AvrMEeveR. If it collected tho necessary contributions from the

employer it could.
enator Tarr. If the employer pays it.  But the employer pays it
as a social-welfare matter and not on the insurance principle.

Mr. ALTMEYER. You are suggesting it is not insurance in tho sense
that the individual himself pays the whole cost. That is true,

b Senator Tarr. And what ho pays bears very little relation to what
o gots,
nator BREwstrR. Is this not the trick in thesituation: That you
have the advantage of compelling all the boys to come in; where if it
were a privato proposition only the lower paid would buy it, beeause
the higher paid would not care to pay for the other fellow, under our
traditional system of life?  1s that not the answer to the thing?

Mr. Avemeves. That is part of the answer,

Senator Brewster. Part of the answor? Is it not the whole
answor?

Mr, Avrmevenr. No, sir; it is not.

Senator BreEwsrer. You mean you could sell this system without
the compulsory aspects?

Mr. Atrmever. Oh, no.  Not this system.  But what T am saying
is that & private insurance company could write a group annuity
policy for an employer, even though the benefits to the lower-wage
carnor were higher in proportion to his wagoe loss than the benetits to
the higher-wage earner, provided that the employer paid the necessary
premium.

Senator Brewster. Surely. If the employer paid for it. But
suppose the omployces had to contribute. Would the higher-paid
employees want to contributo to such a system?

Mr, Aurmever. If the employer did not contribute?

Senator Brewster. No. I say if the employees had to contribute
somo part of it, not all of it but some part of it, tho higher-paid em-
ployees obviously would not buy something where they were simply
contributing to tho welfare of others, would they?

Mr. ArvmiveRr. I do not mean to say that thero is any privato plan
that has over been proposed where that would happen.

Senator BrewstEr. No.

Mr, Arrvever, But what T am saying is that under private plans
all of them get a bargain or they would not come in. '

Scnator BrEwster. Yes,

Mr. Axraeyer, I mean, all of the workers, But the lower wago
earners got a larger bargain most times, becauso the employer puts in
more on their behalf than he does for the higher group.

. Senator Tarr. Mr. Altmeyer, I asked you one question as to whether
the additional tax that I would pay as a worker would be compensated
b[))'othc additional bonefit; and you said that it would bo. Now, what
-about the additional tax paid by me and my employer? Would that
additional 3 percent be In any way compensated by the additional
Dbenefit? Oris that employer's section used to pay the $1,200?
- . Mr, Avtuever. I think you would have a certain proportion where
.the combined contribution was in oxcess——
Senator Tarr. In fact, that is what you say in the next sentence:
This increase is essential, in view of the proposed inerease in benefita for thoso

whose wi average 8100, Otherwiso, the difforential in benefita * * * will
fail to reficot sufficiently— ;
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In other words, the increase is necessary to get the additional taxes
between $3,000 and $4,800 necessary to pay the biggor benefits to those
who only get $1,200.

Mr. Autmever. Noj I say just exactly the opposite there. Maybe
I did not make mysadlf clear.  Where were you reading from?

Senator Tarr. [ was looking at the sixth or seventh fim\ on page 13,

Mr. Aurmever. I am suggesting that with & large increaso mn the
benefits for those whose wages average less than $100, unless thero is
an additional increase in the benefits for those earning more than $100,
there is not a reasonnble relationship maintained between the two
groups. I do not argue that the higher wage earners should receive
as Jarge a proportion of their wage loss, but I am suggesting that they
ought to receive a little bit more,

Senator ‘T'arr. I am only trying to make the point that the purposo
of increasing this is to get additional tax money; not to pay the
inercased benefit resulting from the $3,000 to $4,800, but to pay the
increased benefit resulting to those under $3,000.

Mr. Avemever. That is not the purpose of it; no.

Scenator Brewster. But you say this increase is cssential, in view
of the })mposcd increase in benelits for those whose wages averago
$100. That is what you say. I do not know whether you mean it
or not.

Mr, Auvrsmever. I say that the increase in the benefits for the
higher wage earners is_essential.

Senator Brewster. You arve talking about the increase in the wage
base, there?

Mr. Aurmever, That is the base upon which benefits are calculated.

Senator Miuuikin, Doctor, I wish you would submit statistics on
the savings of various income categorics. In other words, 1 want to
see what the relation to savings may be of the category of people who
get from $3,000 to $4,800 a year in relation to those getting less.

(Mr. Altmeyer later subnutted the following table:)

Size of liguid asset holdings ¥ within various income groups, 1949

' Percent: distribution of spending
units within income groups

Amount of liquid assets hekd
$1,000 to £,000 to $5000and
£2,V0 $4.09 over

] 1® 8
P 33 17
bl » n
3 14 8
4 7 X

1 Liquld assets by Federal Reserve deflaltion, includes: United States savings bonds; savings accounts fa
banks, postad savings, and shares {o savings aud loan associations and erwdit unions; and chocking accounts,

Sourcs: From Federal Rescrve Bulletin, August 1049,  Takon from 1949 Survey of Consumer Finmns,
table 11, p. W

Senator Kenn. Is it possible that if you did increase the amount of
the coveragoe it would create a fund that would enable you to pay more
than 10 percent of that wage as between $3,000 and $4,800? Would
this injection of '$1,800 a year to the contribution both of the worker
and the omployer create an income to your agency that would enable
you to pay & greater benefit than just 10 percent of that?

R e o
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Mr. Aurmeyer. That is the point I am trying to make. You have
made it better than I have. That is the purpose of recommending
the increase in the maximum: so that higher benefits can be paid to
to higher wage earners.

Senator Kerr. Over and above the 10 percent which you have re-
ferred to?

Mr. AurmeyER. Yes, sir.

Senator Kerr. Now, is that statement reflected in your prepared
statement, Doctor?

Mr. ALtMEYER. I tried to reflect it in this statement; but it ap-
parently has turned out to be very confusing.

Senator Kerr. I would not gay that it is confusing, but I would
say that it is lacking in clarity.

r. AutMEYER. Well, that is a soft way of saying the same thing,
Senator, and I appreciato it.

Senator MiLLikiN, Mr. Chairman, may we suggest that Mr.
Altmeyer provide us with a revised paragraph on this subject, stating
exactly what his views are on it?

The Cramrman. Dr. Altmeyer will perhaps be willing to rovise this
paragraph so as to meet these criticisms wKich have been suggested.

Sonator Kerr. Mr. Chairinan, my questioning has not been in the
form of criticism at all. My questioning has been in the form of
searching as to what I believe his purpose to be.

Senator MILLIRIN. And my suggestion was that he make clear in
the statement what he has in his mind.

(Mr. Altmeyer later submitted the following revised paragraph:)
"However, the higher wage earner receives at Jeast his money’s worth for his
own contrl‘mﬁons,*whether he is a long-term or short-term contributor, The
extra benefit costs due to including in the calculation wages between $3,000 and
$4,800 a ycar, are approximately equal to the additional contributions paid by
workers on this excess, The net eﬂect is that the employer contributions that
are payable on this excess go to pay for the generally higher level of benefits for
all workers.

The CHAIRMAN. Suﬂ)osc you proceed now, Dr. Altmeyer. I think
in a short time we will have to suspend.

Mr. AurMEYER. May I start reading at the top of page 13?

The CrairMAN. Yes, sir.

Mr. AutmeYER. The proportion of wages not covered by social
insurance is even greater—I had already Yointed out the proportion
of the total that is not covered—for regularly employed skilled and
semiskilled workers. These workers constitute a large proportion of
those most aware of the inadequacies of present social insurance
benefits. If the wage base were raised to $4,800, higher benefits
could be paid to those individuals whose earnings are between $3,000
and $4,800 than would be possible under cither the present law or
H.R.6000. Thisincrease is essential, in view of the proposed increase
in benefits for those whose wages average $100. Otherwise, the differ-
ential in bonefits-between low-paid and high-paid workers will fail to
reflect  sufficiently the wages lost when the hazard materializes.

oreover, raising the wage base would help reduce the cost of the
program as a percentage of pay roll. This is because benefits are a
much larger proportion of the worker’s former wages at $100-a-month
level than at $400 a month, although both the $100 and the $400 man
pay the same percent of their total wages ih contributions.

1
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The Cuairman. Doctor, on that point: You say—
if the wage base were raized to $4,800, higher benefils could be paid to those indi-
viduals whose carnings are between $3,000 and $4,800 than would be possible under
either the present law or H. R. 6000. :
That would be true only if we changed the formula on which those
payments were made, would it not? .

Mr. AurMevYer. Well, even if you did not change the formula, if
you retained the 10 pereent it would be true.

The Cuairman. Yes.

Mr. Avrmever. But T do not think it would be quite fair.

The Cuairman. Not at the same rate.

Mr. Aurmeyer. That is right.

The CuramrmMan. Now, on that point, the Advisory Council, as I
recall it, recommended 50 percent of the first $75, did they not?

Mr. AurMeYER. They recommended, as I recall, Senator, 50 percent
of the first $75 instead of $100.

The Caairman. And 15 instead of the 10.

Mr. Arrmeyer. Yes, going up to $4,200.

The CuammaN. That is right.

Senator Brewsrer. Doctor, you are paying now about $800,000,000
a yeav in this program, as I understand it?

Mr. Aurmever. Yes, sir.

Senator BrewsTteR. Do you have a figure as to what those people
have paid in to secure these beunefits, present and prospective?

Mr. AurmeyeRr. You mean the individuals themselves?  Or the em-
ployers and the individuals?

Senator BrRewster. Well, both.

Mr. AurMeyer. You see, the point is that the employers’ contribu-
tions are not carmarked for any individual.

Senator BrewsterR. You can just double it. The individual is
always doubled.

Mr. AurmeyeR. If you assume that it was ecarmarked.

Senator Brewster. Well, could you give us that figure, so that we
could have an idea of how the equities of the present system are
operating on current recipients’ present and future payments?

Mr. ALt™MEYER. Yes, sir.

(Mr. Altmeyer submitted the following information.)

ConTriBUTIONS PAp IN REspEcT v0 TiosE Now REcEIVING BENEFITS

As of December 1949, there were 2,740,000 individuals receiving inonthly bene-
fits at an annual rate of nearly £700,000,000. LEmployee taxesz paid in respect to
the above 23{ million hencficiaries now on the rolls would total about $250,000,-
000 with, of course, a similar ariount. on their behalf by their employers.

These 2¥% million beneficiaries will on the average receive payments for about
eight more vears so that the total amount which will be paid out to them will be
about $7,600,000,000 or 15 times as much as the approximately one-half billion
dollars of combined employer-employee taxes paid on their behalf. It is to he

expected that such a high ratio would prevail both in regard to the retirement .
“cases and to the survivor cases in the early years of the system,  In respect to the

latter, it is quite customary in private insurance that those who die in the early
years will receive far more in face value than the few preminms that they have paid
~—in fact, this is the entire purpose of life insurance. In respect to the retirement
cases, there is a close parallel with private pension plars with those retiring in the
early years recciving benefits far greater in value than contributions that they
paid and, in fact, in many contributory retirement plans, there are those beyond
the retirement age when the plan was set up who never contributed but got sizable
pensions anyhow,

B e T
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The Crairman. Doctor, on account of the parliamentary situation
on the floor we will have to suspend at this point. .

Now, some members of the committee may wish you to supply some
illustrative cases as to just how theso benefits would increaso under
the House formula und under, let us say, the Advisory Council’s
recommendation,

We will ask’you to come back tomorrow at 10 o’clock, Doctor, and
wo hope that wo will have a longer time to spend with you.

We will recess until 10 o’clock tomorrow,

(‘Thereupon, at 11:07 a. m, Tucsday, January 17, 1950, tho com-
mitteo recessod until Wednesday, January 18, 1950, at 10 a. m.)
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WEDNESDAY, JANUARY 18, 1050

UNITED STATES SENATE,
. . CommirTee oN FINANCE
Washington, D. C.

Tho committee met at 10 a. m., pursuant to recess, in room 312,
S:oll}ato Offico Building, Senator Walter F. George (chairman) pre-
siding.

I’RKEBENT: Senators George, Johnson of Colorado, Hooy, Millikin,
Taft, and Butler.

Also present: Mrs. Elizabeth B. Springer, acting clerk, and F. F.
Fauri, Legislative Referenco Service, Library of Congress.

The Cuairman. We will proceed now. Dactor, you may take up
where you left off in your prepared statement.

STATEMENT OF ARTHUR J. ALTMEYER, COMNISSIONER FOR
SOCIAL SECURITY, SOCIAL SECURITY ADMINISTRATION, WASH-
INGTON, D. C.—Resumed

Mr. AurMEYER. I was on page 13, the middlo of tho pago.

I will tako up noxt:

The CuainMan. Benefit formulas, I assume, unless you want to say
somothing about the preceding paragraph about which a geod many
questions were asked.

Mr. ALtMeYER. I thought I would finish the prepared statement
and then go back because somo of tho questions cannot be answered
without roferring to interrelated factors. :

The CiatrmMaN. Very well, you go ahead and finish, Then you
may go back to any other part of it you wish.

Senator MiLuikIN. Where are you commencing, Doctor?

Mr. AurMeYer. On page 13, beginning with benefit formula.

Under the present law, monthly benefits are calculated by takin
40 percent of the first $50 of averago monthly wages and 10 porcent o
the remainder. H. R. 6000 amends this provision by providing for
50 porcent of the first $100 of average monthly wages and-continuing
the 10 percent on the remaindor. In order that the insurance benefits
may bo made more adequate, the 10-percent factor should be increased
to 15 porcent.

The CuairMaN. That is in keeping with the Advisory Committeo
recommendations, : .

Mr. AurmevER. Yes, sir; they went up to $4,200, Weo are recom-
mending going up to $4,800. .

Senator MiLLikiN. What is the basis for the incrense? What is
your theory on it?

45
60805—80-—pt, 1——4

- e




46 ROCIAL RECURITY REVINION

Mre, Avamever, In ovrder to maintain somewhat the same velation-
ahip botweon benetits through the whole seale,

Senntor Munkan, And 18 pereent is the igure that would do thnt ?

Me. Avrmwyer, Furthermore-----

Senntor Muaxan, 1a 18 poreont the figure that will do that?

Mu, Atamsv i, 16 will do dint and somothing move, Saator, 1
wan going to way it lns w beaving on the queation that Senator ‘Uaft
raiscd yesterday about the inerense (oom $4,200 to $4,800.  But 1 will
wait. until T have finished and then Senator 'aft may want to bring
up that question, It is intereelated, in other words,

Sonntor Munuikin. 1 ho doeg not brivg up the queation 1 will bring
it up.fmul at that time you will ulso diseuss the 16 pereent at that.
point. |
! Mr, Aramuvan, Yos, siv,

Under L R, 6000 payments for the 3,000,000 pemons now on the
honefit rollk will bo inereased cotmiderably loss thnn will the henetits
for thoso who vome on the rolls just after the new legislation hecomes
offective. Tt would be equitable, and would involve fower adminis-
tentive problems, if the paymenta for those now on the wlls were
invronsed by o mothod whieh on the averago vielded more nenely the
snme resulta an would applieation of the new henefit provisions,

The Cuateman, Do you suggest that method, Doetor?

Mr, Aremeveir, You, sies the method we suggested in H R, 280
would havo raisod the benelits for those now on the rolls to more
noarly the snme lovel na the benefita for those votiving after the ennet-
ment of the now logislation,

Sgnmm‘ Muaakin, ‘That. woukld be at the taxpayer's cost, wonld it
not

My, Atemmyrn, Noj wo catinato, Sonator, that the level-premium
figuro woulld cover that cost. s well an the other costs involved in the
rovislon, - '

Sonator Musaxkan, It obviously would not. apply to prior caleulas
tions on the present vato of bonetits,

Me. AttMeYRR, Yo, nir,
< Senator Minukin, ) would have the offeot, if we havo a roavrve
aystom, to that oxtent of reduelng reserves,

Mu, Aiemkynn, Yo, sir, .

Sonntor Muaakin, May 1 ask o further quoation?

Tho CuatumaN, Yoa, air,

Senator Muaekin, Is there any objeotion to that? It seoms to
mo that we cunnot have two ayatema of benofita where the henofits
have tatured,  OfF the oufl it wecms to mo that is equituble,  What
ave the objeations to it
« M AveMuyir, 1 didun't got your queation,

Sonator Mk, 1 am tatking about inereasing the bonefita of
thoso who aro now reeiving thom, ‘

The Ciiaieman. Who are alrendy on the rolls,

- M, Atrmnvn, Yoa, i,

Sonator Muiakin, It seoms to mo off the cull that is aquitable, so

X am asking you what are the abjeotions to l¢,

[T N [ '
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Me. Airmivew, U don't know of any objoctions,  ‘They did raise
tham about 70 pereent,

Senator Munakin, Yoen,

M Avemever, Wo nvo suggesting that (they bo rined somowhat
more so that they smooth in more closely with the new benelita,

Senator Muaakin. Ave there any objections (o the principlo of
doime it ?

Meo Avemever, 1do not know of any, Senator,

4. Inevenne in benofit smount for ench yenr of coverage: Under the
prexent faw, basiv benelits nee inevensed by 1 pereent for ench yoar of
covernge.  Ho R 6000 veduees the tate of inerensn to one-alf of
pereont per yeaw,  'This ageney bolioves it most important that this
“inerement” be rotnined nt 1 pereent,

The provision of an additionnl amount of henofit. for euch yenr in
which the individual made contributions on g signiticant. amount of
wagos i essentiol in ordse to maintain equity betweon the short-term
and long-term contributor,  "The person who hne worked and contrib«
wted to the aystem for 40 years or more should receive more in bonefits
than the one who has contributed only & yeams,  Without an ineve-
ment in the bonotit formula, two men whose monthly wages whila
working were the snme and who were insured omployment for the
At proportion of their possible time, would receive exaetly the snme
amount of monthly benefits, even though one of ttem had contributed
for & yonm and tho other for 46 yonw,

6. Lligibility vequivements: One important. measure of the success
of a contributory program of socinl insueanee is the extent to whicl it
veduces the need for |myuumtu wider the noncontributory publice-
asgintanee programa,  In the long vun, the additiomnl coverage and
libevalizwd ,wnolim amounts provided under H, R 6000 would achiove
thin objoctive to & much greater oxtent than would the present lnw,
Howoever, the great. mass of older workem newly vm'olw' under thin
hill could not qualify for old-mzo henetits until they had contributed
for at least & yoars, nnd many of them will be unable to work go long,
Thevefore wo recommend somewhat. loss vontvietive eligibility soquirve-
ments, eapecinlly for those who were past. middle agee when the ine
suranee program began,

‘Fha Craiaman, f)n you syrgeat s formuln or mothod for that ?

Mr, Avemever, Yo, sir,

The Cuaimman, s that in the it bill that was inteodueod ?

M, Avamever, Yes, sir,

The Cusirman. ‘That is the same method that you sugest here?

Me, Avemerer, That v one mothod,  'The Advisory Connedl sug-
geated another method,  ‘Phere are vavious mothods, Senntor, that |
think would be less veateietive than the one contained in 1. R, 6000,

Senator Mk, There is no way to compel a vational velationship
hetween the noncontributory public assistunee and the contvibutory,
in there? T mean theve is not o day in the week that someone cannot
get up in Congrens and move an amendment. to inereare the amount. of
contribution to the noncor” ibutory public amistanee, ix there?

Meo Avrmevenr, No, wir,

L A i e ot
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Senator Mitakiy, So wo will always have that problom with us,

Mr. Atemryen, Yes, siv. 1 think so, exeept that 1 do not think
peoplo vealize sometimes that the old-age assistaneo, for examplo, is
on (‘ho basis of noed and resourees must be taken into account, whereas
the insurance benofits avo payable regavdless of the amount of
TesOUTCes,

Senntor Muaakin, Yes,

My, Auemive, So it is not quite correet (0 compare average pay-
monts under the two, becawro in one resourees are tnken into account,
and in the other resourees aro not.,

Senator Muaakin, 1t always haa been gue theory that as wo in-
ercane the honofits under the contributory system wo could deoveaso
the amount. of public assistance,

Me, Aiamnviir, Yow, sir,

Sonator Muaxin, Peonnlly 1 think that is sheor theory, 1 do
not. think it will happen much boenuse the: States are building up
lavge public ansistanco pensions and there will bo all sorts of pressures
to continno the aystem, and pesonally 1 boliove it will be continued .

1 would like to ask you how many people who are recviving public
assistaneo benofita are also receiving contributory insuraneo bonefits,

Mr, Avemuveie Wa think there is about a 10-pereent overlap,

Sonator Muakin, About 10 pereont ?

Me. Atamevin. About o 10-porcont overlap.

Senntor Mutakin, Thoso recoiving contributory henelits are also
rocoiving publio nssistance?

Mr, Aurmrysr, Yoy, sir,

Sonator Mgy, s that an increasing numbor?

Mur. Avemnryiir, Yes, siv; and 1 think perhaps my 10-porcont figure
is bured upon a provious poriod of time. It may by more now,

3 Sm‘;\(m‘ lMlm.lxlN. Can you get. us sotne statistics on that Stato by
tato?.

Mre. Avemivsnr, Wo do not have very recont statistica,  ‘Thoey
havo to bo obtained by actunl field inveatigation, and that is rather
costly to undortake.  So wo have mado some snmplo studics. 1 do
not think we have mado any for tho last yonr or two,

Senator Muntakin, 1 holiove the question has an important bearing,
Mr. Chairtpan, and 1 suggeat that wo put in the record whatever they
havo on that,

Tho Cuamuman, Will you supply us, Dactor, your latest. ligures on
that ?

Mre. Aurmnynn, Yos, air,

Tho Cuainman, Lat thom go in the record,

Mr, Aurmrynn, Yoo, siv,, - .

(T'ho information roforred To {8 us follows:)
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~-Tho CaaRMAN,, They are samples from all the differont States?

“ Mre.” Aurmiyer, In different localities, .

The Onatrman. In different localitics? .

Mr. AurMeyer. Yes, sir. I might point out, Senator, and you
would be interested in this, that whiloe the percontagoe of insurance
beneficiaries that have actually sought supplementary public assist-
anco is rather small; nevertheless, if one examines their resources and
incomo as they have stated them to our {)coplo who call upon them, a
large‘pm‘mrt-mn of those persons could qualify undor the require-
ments laid down by tho States for the receipt of public assistance, but
thoy choose to live on a lower standard of living rather than to seck
supplementary public assistance.

onator MiLLIKIN, ‘Tho original theory was that the benefits under
tho contributory system were not intended to moot all reasonable
human needs, that thoy were in tho naturo of a supplement to savings
or other sources of income. Is that not correct?

Mr. Avrmevenr, That is right. .

Sdnator MituikiN, But we are moving rathor in tho direction of a
sort of minimum subsistance figure, are we not?

* Mr. Aurmeyer. Ido not think wo can over expoot or should expect to
sot up a system which does nat take reasonable account of the saviigs
the home ownership, and othor assots that the largo proportion of
people may bo expected to havo.

Senator MiLikIN. Do you beliovo that the benefits under the con-
tribiuwrv program should not go so high as to stiflo incontives for .
savings .

Mr. Aurmever. T cortainly do.

Senator MiLuikin, Is that a part of the theory of the whole system ?

r. AtrmeYEeR. I think it is.
Senator MiLuikir, Are you in favor of the continuance of that

eory :
" Mr. Aurmever. I'am, and I think it stimulates private savings.
Set;ator Muaikin. How shall wo reconcilo that with private pen-
sions? :
- Mr. AurMeyen. I think privato pensions procoed ypon a somewhat
different basis and T think havo a placo as supplementary to a basic
Government plan, I think employers in sotting up privato pension
lans have in mind maintaining stability of their working force and
he productivity of their working, forco, and that sort of thing, I
think that supplementary private pensions plans still have a very
important role to play.
nator MiLuikin. Yesterday I asked for statistics showing the
savings of our citizens according to income brackets.
Mr. AurMeyer, Yes, sir,
Senator MiLtixiN. You have not forgotten that?
r. Aurmpyer. No, sir,
nator Muzixin. 1 think it hes an important bearing on a numboer
of aspeots of our problom. !
- Mr, AurMEYER. Yes, sir. ¢ _ . .
6. Provisions for pormancnt and total disability: Tho addition of

- disability benefits to tho old-ago and survivors’ insurance program

. .« the
;.. disabled before r/eaching retirement

will be an important contribution toward economio security, Under
resent law insured workers who bgcome permanently and totally
8ge recoive no benefits and in

! '
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many cascs loso their insured status hofore they reach rotirement age.
Therofore, permanent and total disability benefits will introduce a
much needod cloment of flexibility in thoe present retiroment concopt
and obviato the necessity of reducing the retirement agoe generally.

"The strict qualifying.requirements for insured status, that is, for
permanent and total dlsability, will limit benefits to thoso whose work
record shows Joth recont and regular attachmgnt to the labor forco,
These stricj,quplifyiug requirements, togothor-with striot statutor,
proviaion? cfining disnbility a xd-rc(‘uiring 6 mortths waiting period,
will keop/the cost of digabjlity Lem\ﬁ 8 4t & modoerate lovel,

Sengtor Mty Dr. Altmoyer, do}nu not Imlingtlmt is subject
to what wo wepe tulking;aboutithe ether day, that there will bo a
consgant prossuresto, relax, thoso strict reguiroments that you are
sp(\“ri‘n of? T, N & !

r. Attmeyen, Yes; { fiavd'no doubt that thero is alwnys a feolin

any mqlir ments gg too strict wgmn they wpply to tl?‘e individua
8
i

That s human nature. & & _

Spnator MgariNgG Noedleds lh'ssy to you'wd aro runnifig a political
institution hoxe, andiil should: ho Byb. I suggest that probably the
whalo tendengy, even thougly you, started out with arvery logical
p;q tam, you m’ﬁd find «_cohstadt av(\nkcning of it by Nberalization
of it .

- MeATTMEY R, Ilhi,gknt-ﬁn' is trug, sir, »‘r

Sonator MitLixiyg~T have n opin%'&n‘tho aub
wondering whother we..are_aghin d g with th
somnthi:lsﬂ%t can be kept iider control. ry

Mr." Arsiy ki, It is interesting to note thagthe experienco undor
Government lifd:jpsurance, tho policies of whith contain & permanont
total disability fonhmwlms boon very, favorable,

Senator Miakin, Will'von givid'tis a memo on that?

Mr. Avrmeven. Yes, sir. ‘

(Tho information is as follows:)

vot, but I am just
ry rather ‘than

EXPERIENCE oF VETERANS' ADMINISTRATION Wrth Disanitry Benesirs

Tho Votorans' Administration has had wide oxporfonce with paymont of dis-
abllity benefita aince World War 1. Boeides paying disbility for service-con-
neeted conditions, since 1930 it has beon paying bonefita to all voterans with
00 days’ or moro service who are found with Peroent disabllity aud who report
an annual cash income of not more than 81,000 if ainglo and not more than $2,500
if they have one or more dependents, At prosont somo 173,000 voterans ara paid
non-service-cohneotod disability benefita. In addition to these, veterans of World
War I holding a United States Government life-insurance polioy are protected
agatnat permanont total disability by walver of promium upon the ooourrenoce of
;mrmnnont total disabllity and payment of benefits amounting to $5.75 a month
or each $1,000 of lifo insurance, These benefits reduce the face value of the life
fnsurance. Sinoco 1030 the amendod provisions of United States Government life-
insurance contracta allow the purchase of additlonal protection againat total
disabllity which has lasted at least 4 months (again tho amount is related to the
amount of life insuranca), Theeo benefits do not reduce the life-Insurauce polioy
hold by the veteran, :
'Only rocontly the oxperlonco of tho Veterans' Admiunistration with thess dis-
gblllt,v prlt)wlolg;m ofMlll(\;’tﬁd Sutnos Gon'r'nn‘mnt lite Irﬁur‘nuo& ‘lw'bﬁol\tg!udlod
Prof. Dan Mays MoOill, profcssor of life insurance, University of North Caro-
Igt. Professor K(o(lll"a-uudy is sponsored b{ the Huehuor Foundation for
naurance Education. * The study was made with the ald of a cooperating com-
mitteo vepresenting tho Life Insurance Assoolation of America, the Amerioan
Lifa Convention, and the Inatitute of Life Insurance. Tho conolusion arrived at
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by this study, based on analyals of the votorans dirability fnsurance experience to
dato, is aa followa:

e dlaability n\‘wrlvm‘v of Unfted Statea Government life fnsurance hns not
been unfavorable, ‘Che combined experiones of the two disability elnusea appears
to have boeen more favorable than commerefnl fnasurance ezporience, although
oxaet comparfsons eannot bo made hoeanso of differonces {n age l‘mimnm\s,
qualitieation perfode, and dotinitiona of disabitity,  'The Hindted amonnt of Gov-
ernment fnaurance nvatinble to the potteyholders may have been o factor in this
roault,  Ar han beon geon, the overwhelining mnjortiy of Unfted Rtates Governe
ment 1o lnaurance polieyhotders nve had only the protection whivh the anto-
matie clause provided,” 't

Wo timve made romo analyais of votorana® expoerienee oursslves,  Not only the
oxprerionce under (he fnsuranees i conneetion” with Unfted States Government
Hfo fusurance bhut payments of permanent total disabitity for non-servive.cons
neeted diaabilitten ne well, ‘o the evtent that one s able (o ’mluu. the veterans!
oxperience has been more favorable than the esperience of peivate jusaranve
eaveiers, not only with rexpeet o insnvanee, it for compensation eases ns well
to which nlmost a1l veterans who are . barred by the fneome Himdts are entitled
o the ovent of total disability,

Profeasnr MeGHE suggeate thnt the Umited amount of Governmoent insuranes
avaliable (uashnim STOKD mny aeeonnt for the more (s orable experfeonce
it the Voterans' Administration has had with disability insuranee than private
carelera, ‘Lo the extent thit Tow benetits tn relation to enradngs is o faetor it will
alro bo true of the disabiitty provistona of 11, 1t 000,

Senator Muotakin, Was not the expevienea of private companies
very unfavorablo? . .

Mec Aemever, In the early yenrs, 1 think their most recent ox-
perionee is all vight, but they had o very disnstrous experience just
about the timo of the dopression, 1020 and 1930,

Senator Muaskin. s my mewory corveet when T suggrest that we
had a raitvond retivement system which wont on the woeks during the
1!\“\m~&wmu and it was suecceded beeatse of that reason by the regular
railvond vetivement system? . .

Me. Airmeven, 'l‘\m.\'m‘lm\s railvonds had votivement plans,

Senantor Muiaxkin, Yes,

. MecArrmrvew, They were not fully (anded.  Most of them wero
in finaneinl ditliculty, * Congress pussed o Railrond Rotivement At
in 1034 which was deelared nneonstitutional. Then it was suceceded
by ‘m\mlwr one, 1 think in 1035, N

Senntor Musakin, But did not that legislation follow unfortunate
oxperioneea prior to v(hu logislution?

fr, Aiemeven. You mean in vetivement ?

Senator Muaaxin, Yos, .

Me, Arrmpveir, As Taay, the unfortunate oxperience was that the
railrond workows waore umwm)i older so far as the composition of the
labor foreo was conwerned, aud the railvond company retivement. plans
wete not on n funded basis, . \

Sonator Muaakin, So when the railvoads got in troubly, the systom
wan in troublo, is that not corvect?

Mr. Atrmuver, That is right. . ,

The Citatman, Was not the carly experience of the Veterany’
Administration with this very provision also very unhappy, Doctor,
the lifo insurance to which you have reforeed? .

Mr, Arrmnysr, I don't reenll,  That may have been in the early
poriod, but over the whole period it Tins heen more favorable than
ﬁ:“lvnto lite-insurance oxporionce with the same feature,  That ma

accountablo by tho sort of lives that are written and so on.

S8 hoootat
4 Motiitl, Dan M Ph, D, Jtan Price Amoclate Proffesor of Life Tnsurance, Univetsity of Notth
P Ny A Y devitniment B e 16 g fdgte Iraurance, y

! .
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would not argue just why it was, but the interesting thing is that it
has heen so favorable.

Senator Mauakin, Our distinguished chaivman will recall that we
ave constantly having bills in here for liberalization of these disability
progeams go fur as (Tu\\' affeet the veteran, and that has fastened in
my mind tint we might. have the same sort of experience under the
proposed disability insuvanee.

The Conamman, T think undee that pressure, we have had o
liheralize, from Gime (o tine, the total and permanent disability
fontures, both v writig the law or in granting layge diseretionary
powers to the Administeator, 1 think it was quite troublesome for a
time,  "The courts were pretty well full of cases after the Supreme
Court held that there was a conteaetunl relntion under those policies,
The couvts then wore pretty well filled with litigation,  We wore
foreed to liberalize and geant wider diseretion, with a view of simply
oliminating a great lond of litigation over this very feature.

Al vight, Doetor,

Senator Maaakin, May 1 ask one more question?

e, Altmeyer, roughly speaking, would it be true that unless thesoe
requirements are held atvietly to the type that you have in mind, might
not the cost of the thing got out of hand ?

M. Avvmgvin, The experience in other countries, all the countricg
that hnve old-nge vetivement syatems: -and with the exception of two,
all theso other countries do lnve permanent and total disability---
hina ot been unfavorable,  Wao have the snmae sort of provision, aa
you know, in the Railvoad Retivement Act, in the Civil Serviee Re-
tivement Act, and under workmen'a compensation where total and
permanant disability is compensated.  So 1 think we have considor-
able Government: experience in this country and abrond which indi-
cated that the cost ean be kept in line with proper definitions and propoer
administrative safoguands,

Senntor Muakin, May Dassame correetly before you have finished
your case that we will have detailed testinony on those points?

Me, Arrmever, Yo, sir, :

Wo believe that the provision for permanent total disability could
be improved in one very important respeet, namely, providing de-
pendenta bonelits in the same way that dependents Denelits ave pro-
vided for workers who retive.  The striet veguivetients mentioned
above would still keep the cost of bhonetits at a moderate level.  We
would recommend that enther than exclude dependonta benelits on-
tively, the top limit to tho benefits in o single case bo made somowhat
Jower than the top limit of 80 percent of wage loss speeified for votives
ment benetita, .

Wo beliove that the bill is very souted in making specifie provision
for cstablishitg cooperation with rehabilitation agencica sinee expers
ioneo indicates that many persona classified aa permanently and totally
dirabled can actually be vehabilitated,  However, tinancing the necess
sary rehabilitation services should not dopomi entirely upon the
availability of Fedoral and Stato funds from goneral rovenues,
Workmen’s compensation laws, for example, have long recognired the
desirability of finanving rohabilitation out of workmen's compensa-
tion rovenues,

This committoo will naturally want to know what the cost will be,
not only of H. R. 6000 in ita prosoent form, but also of tho modifica~
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tions I have just outlined. Obviously paying higher bonefits to moro
people will result in a largo total disbursement of henefits,  However,
thoe increase in the contribution base and the broadening of coverage
rosults in partly offsotting savings when cost is caleulated as a per-
contage of pay roll. ‘The estimated level premium ecost of H. R. 6000
modified as suggested would be about 7.2 pereent.  If the estimated
lovel premium takes into account an increasing wage level for the
next half century comparable to that which has occurred during the
past half contury, the percentage for H. R, 6000 in its present form
would bo roughly 5.1 percent and for H. R. 6000 as modified it would
bo roughly 6.0 pereent of pay roll.

Sonator Burter, Mr. Altmeyer, in connection with this lnst state-
mont i8 your statemont. in agreement with the opinion that was given
by your nctuary when the same subject was under consideration in
the Houso?

Mr. Airmeyer. Yeos, sir,

Senator Burier. If 1 reeall corveetly, the statement at that time
was to tho effeet that the cost would go up, just the opposite to what
your statement seems to be,

Mr. Aremeves. 1 think perhaps this concept of level premium is
what is misleading.  Level premium is that premium which, if levied
over the lifetime of the system, would be aullliciom to cover the costs
incurred.  You are correet, of course, that the costs go up for the
noxt 40 years or so, but the level premium is that premium which
would be sufficient over the lifetime of the system and would take into
account those increasing costs,

The Cuamrman. Doctor, you don’t make any veference to the act of
1043, the Senate amendment, under which we asuthovized approprin-
tions out of the general fund for the purpose of supporting the old-age
and survivor’s insurance program. The House omits that altogether
from its bill, as I undemstand it.  Is that correet?

Mr. ArTMEYER. Yes, sir,

The Ciateman. Would you be prepaved to say now whether you
approve that omission?

Ar. ALtMEYER. Senator, it all depends upon——

The Cratrman, What we do?

Mr. Arrmeyer. What you do.  The House proceeded upon the as-
sumption, the theory, the belief, the conviction that this ought to be
a sclf-sustaining systom without any subsidy fram general vrevenues.
Upon that assumption it is necessary to levy a premium to take care
of the cost, and they estimato that at 6.2 ‘mrcvm-. At one time, you
recall, in tho last 10 or 15 years thore has heen much discupsion as to
whother or not the premium levied should bo just enough to cover the
yoarly costs involved. But if that is done, and no reserve built up,
as you will recall from previous consideration of this subject, it means
that tho ultimate premium must o up rather steeply. S0 when this
quostion was undor discussion in 1943, I think it was, and that level
was pointed out, Senator Johnson proposed or sponsored this amend-
ment, and Scnator Vandenbery supported it, of & guaranty that if the
contributions lovied were not sufficient to' tako caro of the outgo in
any yoar, there would bo the nceessary approprintion from general
revenues to mako up the deficit. ) -

. Senator MiLuigin. Have wo not always gone on the theory that at
sore future period tho system would have to bo supplomented with
appropriations ? ;

! N
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Mr. Aiemever. As Isay, I think in 1043 when the amendment was
introduced you were veering in that direction, but I do not think the
Ways and Means Committeo has ever accepted that poliey.

Tho Cuamman. The Advisory Council rather went in that direc-
tion, too, did it not?

Mr, Aremevier, Of an eventual Government subsidy ?

The Cnamman. Of u Governmant supplement; yes.

Mr. Arrmever, T think that is right,

Sonator Mmakin, May I ask Mr, Fauri when did they figure the
Governmoent subsidy would start?

Mr. Faunt. The Advisory Council? 1 think they estimated tho
tax rate was to go to 2 pereent in 1957, and after the point was
reached that a 2-percont tax on employer and a 2-pereent tax on
employee plus interest on the investment of the trust fund did not
meet the current expenditures, then consideration should be givan to
Government subsidy, as I remember it.

Mr. Aurmeyer. May 1 corroct a statoment. I made? T snid Sona-
tor Johnson sponsored that amendment,  Senator Murray was thoe
sponsor of that 1943 amendment.,

Senator Burnen. Returning again to the question that 1 asked, I
am not quite clear on your position compared with the statement
made by the actuary, the statement taken from that study, actuarial
study No. 28, lnst February, under the subjoct, Busic Assumptions,

M. Aurmexver. What page did you say ?

Senator Buruer. 1t is not paged through. It is under Basie
Assumptions here.  And apparvently this 13 a statement by the
actuary, In the second paragraph there is this statement:

Howovor, under such circumstances if tho wage level continued to rise, the bene-
fits payable would continuously decreaso in adequaoy.

It would appear to me that your estimate of 8 percent would have to
increase along with the increase in wage levels,

Mr. Aurmever, The first sentence of that paragraph is this: “On
the other hand, if wages continue to rise, and such assumed liberaliza-
tions are not made,” by some future Congress, “these estimates over-
state the cost as a percentage of pay roll,” because your pay roll baso
will be higher and the benefits will not bear as high a vatio to the in-
creased wages.  “And contribution rates based on them would be
too high.”

Then it goes on to say as you just read:

However, under such circumstances if the wagoe level continued to rise, the bonefits
payablo would continuously deercase fu adequacy, Benefits under the syatem
would be subject to considerablo criticisim a decade or 80 hence becauwse of the
inadoquacy of tho boaefit rolationships to wages.

I think what ho ia supgesting is that Congress would then be con-
fronted with the necessity of reconsidering the scale of benefits just
as {0\1 are considering it today because of the great increase in wages
and the fixed benefit provisions. The sum and substance is in line
with what I have just teatified, that if the benefits preseribed today by
the Congress are caleulated on a static wage, the Fommtago is higher
than if they ave calculated on thoe assumption of an ever-increasing
wago lovel at all comparable to the increase that has occurred over the
Inst half contury or century. The increase has been about 3 percent,
a8 I recall, compounded annually. I don’t think that this cstimato
that I have presented of over-increasing wago lovel takes full account

o i —————— =
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of the increase that has occurred in the past. I think it is closer to an
eatimate of 1% percent compounded annually.

So if account is to be taken at all of the increasing wage level, thon I
think this estimate that I have presonted of 6 percont is conservative.

Senator MirLikiN. What has been the increaso in productivity per
worker over tho same period ?

Mr, AuvrMevEer, I think it is roughly comparable. It runs about

2 porcent per worker.
- Senator MiLrikin, Will not the productivity per worker have to bo
increased substantially by better machines and better technologies if
the pay rolls are to stand these increasing deducts which are being
proposed ?

Mr. Atrmever. If they are increased boyond what they are today,
the workers will naturally seck higher wages, It all deponds upon the
nature of tho deducts, If thoy are in the form of insurance or snvings
to tho worker, then of course they aro simply a part of his total remun-
oration, If tfmy are for general tax purposes, that is a different story,

Sonator MiLuikiN. But thoy all are a part of the cost.

Mr, Aurmeven, Oh, yes; they are all part of the Inbor cost.

Sonator MILLIKIN. As you increase tho labor cost, that will be
offsot by increased productivity. Otherwise, you arve tying up the
economy like a pretzol.

Mr. Aurmever. There i8 no question about it.

Senator MiLLikIN. We use the words “insurance” and “sccurity,”
and I suggest that there cannot be either unless wo have a productivity

or worker that overcomes the total cost of all these various deducts
or taxes, for socinl security, possibly for socialized medicine, and so
forth and so on. Would you agree with me on that?

Mv. AurmMeYER. Yes, sir; oxecept I do not want to be understood as
suggesting these are additional costs. The workor is confronted with
the cost of maintaining himself under any circumstanco,

Senator MiLuikin. If you count this as part of the worker’s wago,
the worker’s wage is a part of costs. I'rom the employer's standpoint
any outlay of moncy he makes is a part of costs, and I suggest again
that it follows that unless you keep your productivity in oxcess of
your increases in costs, you aro goiug to stymio your cconomy.

Mr. AurMeveR. Yes, sir.

Sonator MILLIKIN. I am talking about doing it with honest dollars
rather than bigger and faster printing presses,

Mr. Avrmeyer. I should like now (o turn to public assistance,

Tho Cnairman. Yes, sir.

.. Mr. AurMever. Tho expansion and liberalization of the social-in-
suranco system would reduce the need for publio assistance, Yet in
the immediate future lm?;o numbers of aged persons, children, and
disabled persons will be forced to rely on assistance because the in-
surance progmm has not covored all occupations from its incoption and
because it does not cover these who are alroad'ir retired or disabled
or survivors of those who have already died. Therofore, it is neces-
sary to strengthon tho assistanco program to meot the needs of poogle
during a transitional period before the social-insuranco program be-
came fully effective. H. R, 6000 makes & number of changes in the
public-assistance titles of the Social Security Act which we believe
would great(lﬂ' improve public assistance. Theso are as follows; . .
yude-An additional ﬁranta-m-md program would be catablished by a
new title XIV and thus coverage under the public assistance programs
. . / ’
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would be extended to persons who are pormanontly and totally
disabled.

That would cover only needy porsons on the basis of need, who were
permancently and totally disabled. .

Senator MitLikin. Is that not already provided for in the assistance
acts of the various States?

Mr. Aurmiyer. Thoe States or localities have what they call general
assistance, I will have some figures to present as to how many of
those aroc State programs, how mony are purcly local programs,
Thoey do not distinguish between permanent and total or any other
cause. It is tho residual needy group not covered under the three
categories. .

Senator MiLLikin. And regardless of age.

Mr. Aurmeyer. Yes, siv; not covered under thoe threo categories of
the agod, tho blind, and dependent children,

2. The formula governing the extent of Federal financial participa-
tion in assistance payments mado by the States is changed for titles I,
IV, ond X, and for the now title XIV. This formula would rotain
present maximums on assistance payments but would increase, over
present provisions, the Federal share of payments. In title IV
relating to aid to dependent children, the bill would extend Fedoral
financial aid in payments up to $27 a month made by States in meeting
tho neced of a parent or other relative caring for dependent children,

3. Tho term “assistance" is redefined in all titles and would include,
in addition to a moncy payment, payments made directly to persons
supglying medical sorvices to assistance recipients. ‘Tho maximums
on Federal participation would apply in cach individual case to the
total of cash payments and medica pn{mcnts.

I do not know whether I made myself clear on that third point.

The Cuairman.’ I do not quite understand it,

Mr. Aurseyer. The present dofinition of assistance in the various
titles of tho Social Security Act define assistance as money payments
mado directly to the recipient, money paymonts, cash. The States
have great difficulty in financing on a realistic basis the medical ox-
penses of recipionts of cash assistance, because the medical expenses
are unpredictablo in the individual case and cannot, therefore, bo
included easily within the monthly cash payment. This amendment
that is proposed in H. R. 6000 would match on the samo basis as the
cash payment that the States make, the payment they mako for medi-
cal care directly to the doctors, the hospxta s, and tho other vendors of
the servico rendered to tho recipients of cash assistance, :

Senator BurLer. To any amount?

. Mr. Aurmever, No. It is within the oxisting individual maximum
of the case. But thoy could make various arrangemonts. For in-
stance, they could mako arrangoments with Blue Cross or Blue Shield
and it would give the State wclfare departments a flexibility in
financing, the medical costs involved that thoy do not have at the
present tune. .

Senator MiLuikin, What control do they have over the doctor or.
the theory of medicino? .

Mr. Aurmever. I do not think they would have any control by
reason of this amendment, Many States and localities now of course
have made arrangements with the local doctors of one kind or another,
and they would make similar arrangements under this amendmont,
excopt that thoy could make payments dircctly to the doctors instead
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gf including an amount in the cash assistance which is then paid to the
octora,

Senator Musaxin, But at the State level the States can make any
sort of regulations that they want to make so far as the payments are
concerned, can they not?

Mr. AITMEYER, Yo, sir,

Sonator Mintkin. Wonld some sort of restriction on the extent of
that control he desirablo in connection with a bill of this kind ?

Mr. Aurmpyen. I do not know what restrietion or control would ho
onvisaged. T do not think it is necessary.  1do not veenll that it has
ever been o Burning question in the Statea.  The whole problam that
has vexed the welfare dopnrtments and the doctors is somo way by
wln'i(-h they can got payment as direetly as possible, without a lot of
red tape,

Smu'\tor MiutuikiN, What T am getting at is, one of the objections to
the proposed socinl medicine plan is that in the natural tendeney of
governmental affaira the first thing you know the Governmont will boe
telling the doctors what medicines to preseribe and bo setting up all
sorts of qualifications for the doctors who reevive the money, various
kinds of controls, hoapital vules and regulations, and so forth and so on,
T am just wondoering whether the same sort of objection, without dis-
cussing its merits at all, would bo open to this.

Mr. Aurmeyer. The vopresentatives of the medieal  profession
would really have to advise you on that. Al 1 can say is that teadi-
tionnlly the governments have heen expected to pay for the medieal
treatment of porsons receiving publie assistanco or relief. T think
that the medical profession are fully propared to cooperate so far as
providing the necessary high-quality medical eave for theso pooplo
receiving assistaneo. I do not think the same question that concorns
tho medical profession in the case of health insurance is involved in
making the necessary arrangements to pay the medieal profession or
the hospitals for services given to these recipients of public assistance,

Senator MirtiriN. At the present time the Fedoral QGovernment
doos maintain a cortain amount of regulation and control over what
happona to the public assistance money that. we appropriato.

r. AutmevER, Yes, wo have specifie roquirements in the law,

The Cuainman. Would this new definition of assigtance inereaso
the contribution of the State so as to bring the pessible maximum
bonefits up under any one of theso titles beyond what is now fixed in
tho law?

- Mr. Aurmiyer. This parcticular change here 1 do not think has
much money significance, It has gome.  But tho incroase in Fedoral
#rtidipation comes larﬁolv hecansn of point No. 1, whero the matching

'ormula is ckanged in H. R. 6000,

" Tho CiratrmaN. I undoratand that is changed, but this new defini-
tion of amsistanco would not affect that,  The maximum would remain
the same whother it was a contribution in assistance or in cash.

Mr. Artmeyer. That is right.  ‘The way it might affect it somo is as
regards somo paymonts that the States canniot claim credit for now
becauss they are made directly to the vendors, you seo—they do not
got matching now bocause of this definition of assistanco which covers
only money payment directly to the assistance recipionts.  As regards
thosd paymoents which thoy have not boen able to work into tho
monthly cash budget of tho recipiont thuywhtlwo not beon ablo to claim

e : 1 »’
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Federal matehing,  Under this new definition they would be able to
clnim that.

The Cuamman, That is what T wan getting at.

Seonntor Mg, 1t provides n new matching fund, is that correet ?

Me. Aemeyer, 1t does not provide a separate matehing fund for
madical eave, but it broadens the definition of assistance so that
within the present. individual monthly maximum for which tho
Federal Government will matel, the cost of medical eare which is
paid for diveetly to the vendors may be included.

The Ciiarman. Or it might consist entively of medical cave nasiat-
ance if the need for such asaistance reached that point, could it not ?

My, Aremevier, You mean if they rendered no cash assistance at all,
and mevely medical eave?

The Cuaeman, Yes,

Mr. Arameveg, 1€ a porson met all the qualifications of age and
nead and that sort of thing, but he would have to meet. those roquire-
monts,

The Cuaeman, 1 understand he would have to meet. those quali-
lications,

Mr. Airmpver, Yes.

The Cuamsan, But if assistanee woere extended to him othor than
in anahy, then the State would boe able to say that wo are entitled to the
Federal contribution,

Mr, AieMevER, Yes, sir

Semator Jonnson, Ave these contributions in addition to the regular
cash allotment, or ave they part of what he was getting heforo?

Mr, Avempyer, As 1 say, the States naturally try theie best to
include in the cash paymont enough to take care of these moedical
oxpenses, but in many cases they find it very diflicult to do so because
of tho unpredictuble character of the modical expenses,  So they are
driven to making payments direetly to the vendor, and when they do
that they cannot (!lmm Foderal matehing of those diveel panymoents to
the vendor of the service, This amondment would permit them to
do so within the present maximum of $60 in tho case of the aged and the
blind, and $37 for the first child in the case of aid to dependent
children,

Sonator Jounson., But under the old plan the recipient mado his
own contract for medical sorviees,

Mre Avemevenr, Yes,

Senator Jonnson. And under this plan-~-~-

Mre, Avemeyer, He could do 8o wo.

Senator Jounson, The Stato does it,

Me. Aimever, ‘The State could do it cither way, ‘They could
cithor inolude it or not. If it is o vegular monthly amount, say,
insulin or some feature that is known to ba ilar, they can includo
it in tho cash amount. But in the unpredictable enses, they vannot.

Senator Burner, My, Altmoyer, the present cash paymoent is
limited,

Mr. Aurmever, Yes.

Senator Burter, Why could not, the same limit ho made undor the
law without this amendmont.? .

Mr. Auemgyen, Tho samo top allowance? This amondment does
not change the top allowanee, :



60 SOCIAL SECURITY REVISION

« Senator Burr.er. But why could not tho same settlement be made
with the paticnt under the existing laws that it would bo with this
amendment ?

Sonator Mirrikin, Porhaps Senator Butler has in mind merely to
amend the law to stato aflirmatively that medical expenses can be
paid out of the Federal appropriation,

Mr. Avrmevyer. That is what this does.

Senator Minukin. Is that all this does?

Mr. AtrmeyiR, That is all it does,

The Cuairman. All right.

Sonator MiLuikin. Could the State make a direct contract with the
Blue Cross for servicing a group of its peoplo?

Mr. AttMEYER. Yes,

4. The prohibition in titles T and X against Federal financial

articipation in payments mado to inmates of public institutions would
Bo modified to allow such participation to inmates of certain public
medical institutions. This also would be changed so as to requiro all
States making Ynymonts to inmates of institutions after July 1, 1953,
to establish and maintain standavds for tho institutions,

You will recall that in tho present law thero is a specific provision
which prevents Federal matching if the recipiont is in a anlic insti-
tution. If & recipiont is in a private institution theso cash payments
can continue to be made, but in the case of the aged particularly it is
being found more and more diflicult to find necessary domiciliary
and nursing care for theso aged persons. Therefore, if an institution
mot tho definition of a medical institution, not just the old-fashioned

oorhouse, to put it crudely, the States could got Federal matching
or the cash payments mado to the persons who were in such insti-
tutions,

Howevor, these individuals would have the right, these recipionts
would have the right to choose for themselves whether they wanted
to live in theso group arrangements to receive tho necessary nwising
caro or whothor they wnntoﬁ to livo under somo other arrangement,

- which is a great distinction, of course a very necessary distinetion, It
makes all the differenco in the world when & provision of this kind is
considered. ‘

Senator MiLuikIN. Is a needy: porson at the present time barred
fmm?public assistanco becauso ho is in a public institution for medical
caro

Mr. AuvrmeveR. Yes, sir; barred so far as tho Federal Government’s
sharing in the cost of tho nssistance. ’

Senator MiLLikin. But ho can got his public assistance oven though
he may be in a hospital.

. Mr ArrmeYER. *You mean if the State and local governments have
some arrangomont of their own.

. Senator MiLLixiN, Say that John Doe is aged and dopendont and
qualifics generally for public assistance. Aftor having so qualified
and after having received whatover tho benefit may bo in the par-
ticular State, is ho barred from that bonefit because he goes into a
public medical instititution? . )

Mr. AurmMEYER. Yes; unless it is for a tomporary poriod of timo,
We have intorpreted the law to provide that he is not an inmato, if

t
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ho moerely goes in for temporary medical trentment; but if ho bocomes a
permanent resident in a publie institution the presont law is very
definite in exeluding that ease from Federal inaneinl participation,

The Cuamsan. Not so if it is a private institution.

Me, Avemeyvur. Not if it is private.  For instance, many religious
and fraternal ovders have homes for the aged, and those don’t como
undor the exclusion in the present act.

Senator Minagin, Then would the purpose of this be to reimburse
a public medical hospital so far as it would reimburse it ?

Me. Avemevenr, Phis is separate from tho medieal point that T was
just diseussing. This would enable the Federal Government to sharo
m the cash assistanco that is vendered to that person,  That person
would choose for himself how he would expend this eash payvment.
whether he would make arrmngements to live in this public medical
institution where he could get the sort of numsing eare, 24-hour caro,
that he needed, or whether he would live with some relative or whether
he would go into some private institution, or what.

Senator My, 1 still am not clear on the point that T am
driving at.  Suppose that an aged poerson needing assistance is in a
public hospital which is not permitted to aceopt fees for service, At
tho present time he does not got. public assistance.

Mr, Avrmever, Unless it is just a temporavy thing,

Squ;ltor Musigiy, Under this law what would he get and who would
rot. it
) Mue, Arrmever. Ho would get the amount that the State doter-
mined was his budgetary deficiencey, just as in the case of any of these
other aged persons,

Senntor Miakin. Would the public hospital get a part of that, or
would it all be for the fellow who was in the hospital ?

Mr, Avrmever, 1 think I seo yonr point.  He might then use a
portion of that eash payment. to reimburse in whole or in part the
public authority that was operating this institution,

Senator Murikin, But if the publie authority were prohibited by
law from taking the payment, what would be his situation?

Mr. Arrmever., Then 1 would presume that the amount of cash
assistanee granted him would be vedueed; but 1 would think that any
loeal or Stato authority would immediately change their regulations
to take advantagoe of the reimbursement they could obtain through the
cash payment.

Senator Mantikin, That is exactly what T was driving at.  So that
m the end, through the practical operation that you have just do-
scribed, it would put. Federal monoy into public medical institutions.

Mpr. Atrmever. That is right,

Sonator Mmuikin. It would also be n source of somo inconie for a
lot of needs that a man has oven if he is in a public institution.  Those
needs could be met by this kind of payment, is that corroct?

Mr. Atrmever. Yes, sir.

Senntor Jounson. Do you make any distinetion between voluntary
commitment to a medical institution and commitment by law?
For instance, in Colorado wo have a hospital for the insane, and a
great many old folks, more than 100 at least, have been committed
to that hospital by courts,
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Mr. Aurmever. In the definition of medieal institution, the Ways
and Means Committee specifically exeluded mental and tubereulosis
hospitals.

The Cuateman. All right, Doctor,

5. Tho bill would make various changes in the aid-to-the-blind
program directod toward giving greater consideration to the special
needs of blind persons and allowing the States certain options with
respeet to consideration of earned income of recipients.  Earned
incomo up to $50 a month could be disregarded by States in determin-
ing need and the amount of the assistance payment in accordance
with plans worked out betweon the State welfare ageney and the State
vocational rehabilitation agency.  That is to say, if an areangement.
is worked out whero the State vocational rehabilitation people and the
State welfaro people felt there was a good chance of making this person
solf-supporting, they could exempt up to $50 the earnings while he
was being brought back to a solf-supporting basis.

Senator MitLIRIN, That cannot bo done at the present time?

Mr. Arrmeyer. That cannot bo dono at the present time,

A furthor chango specifies that the States must establish blindness
oithor by examination by a physician skilled in the diseases of the eyo
or an og)tomotrist. Thoe act does not now specify how blindness is to
bo established.

The Cinamman. Under the present act, blindness need not be estab-
lished by an examination by a doctor or an optometrist.

Mr, AurMeveR. There is no specific provision, but wo do require
!,h?) l{St&;tos to sot up mothods for determining whether or not a person
is blind.

Thoe Cuairman. Have you not had some protests from the oculists?

Mr. Airmever. Not from the oculists, I think the purpose of
this amendment is to premit & Stato, if it so desires, to uso the services
of an optometrist. Howover, if it is a diseased eye condition which
an optometrist is not authorized under State law to treat, then I
presumo it would still be necessary for a State to avail itself of the
gervices of an oculist.

Senator MiLuigin. I am just wondering whether that is spelled out
in tho law,

Mr. AurMeyer. Nojitis not.  You mean what I havoe just said ?

Senator MiLukiN, Yos. .

Mr, Aurmever. No, sir; it is not.

Sonator MiLuixin, Givo us a practical examplo of how this would
work in tho case of a blind person.

Mr. AurueykRr. Most States have act up standards for determining
what constitutes blindness, 20/200 is a rather usual standard. That
moans that a person can seo at 20 feot what ho should bo able to see at
200 fect. . If his vision is impaired to that extent in both eyes, he is
considered to be blind. Then thoy have standards relative to tho
degreo of restriction of the visual field that are a corollary or comple-
mentary to this restriction in visual acuity that I have just montioned.
They get the necossary reports from qualified practitioners as to this
porson’s vision in theso two respects, and there might be some other
respocts that I have not mentioned. Then, on tho basis of those
roports, they determine whother the person qualifies as a blind person.

’
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Then in addition to qualifying as a blind person, he of course must
qualify as a needy person, .
Senutor Miuakin, Then what happens under the present system?,
Mr. Avesever, Then they provide him with cash nssistance. \

Senator MakiN. What will happen under this amendment ?

M, Avemever. 1 do not know exactly what will happen in the
States, except that speeific mention is made that the States may
avail themselves of the services of an optometrist in making that de-
termination of blindness.

Senator Misakin, And eliminate $50 in the needs test.?  Did T not
sco that?

M Avemever. No,

Senator Mipukin, It says income up to $50 a month could be
disregarded by the States,

My, Aurseyer, In connection with carnings, if a man is undor-
going a rehabilitation program; yus, sir.

The Cuamman. That doesn’t mean, then, Doctor, that by giving
the State the option or the additional authority to use the optometrist
to determine the blindness, that that is necessarily exclusive?

Mr. Aurmeyer, That is my interpretation, but it is just my intor-
pretation,

The Cuamrman. You do not know what the States would decide.
All right.

Mr. Aurmeyer. 6. Several changes are proposed in the plan
requirements of the various titles.  T'he State plan would have to
includo o training program for the personnel administering the plan,
Plan requirements are also inserted which would also require that all
individuals be given an opportunity to apply for and to receivo aid
promptly if eligiblo and to obtain a fair honring if a claim is not acted
on within a reasonable time. In aid to dependent children, a new
plan requivement is proposed requiring the Stato to roport to the
appropriate law-enforcement officinls all aid-to-dopendont-childron
cuses in which o parent has deserted.  Residonce requirements which
the States may impose for aid to the blind are reduced, offective July 1,
1951, to 1 year, In tho totally aud permanently disabled program,
tho residenco requirements may not exceed the period specified in the
Stato nid-to-ﬂmt\)liml lan,

Sonator MiLukiN, Dr, Altmeyor, was there any controversy over
that l-year provision?

Mr. Aurmever, 1 do not believe there was, Senator.

Senator MiLuikin. No objections to it?

Did the States that have high pensions———

Mr. Auemiver. This is applicable only to the blind and the per-
manently disabled. It is already 1 year in the case of aid to dependent
children, It will continuo to be 6 out of 9 years for the aged.

Senator MintakiN. How many blind ave there in the United States?

1};01 AvrMeveR. The number receiving blind assistance is about
90,000,

Sonator Munikiy. Have you got that broken down by States?

Mr. AtrMeYER. Yes, sir,

Senator MLk, Could woe have that in tho record, sir, at some
point?

Mr. AurMeYEeR.  Yos, sir,
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(The information is as follows:)

Number of recipients of aid to the blind, October 1249

Total. ceimmee et M (sslssl?pi .................... 2, 6356
= Missourh..oo o ooLailiLL 2, 780
Total, 47 States ! Montans ... ... ....... 510
Nebraska u0s5
Alabama ool el Novada. ... ... ... 32
Avizond. ..ol 7| New Hampshire Rt
AtKansas . ..o m e ciaaaan New Jersov.oo.oo... e 7056
Californin. ... oo onaonn New Mexicoo oo ... .. 405
Colorado . .o New York. ..o .. ... ._.. 3, 8568
Connecticut. ... .. ... North Carolina, ... ... ...... 3, 782
Delaware.. .. cooooiiinoaaa North Dakota... ... .. 110
District of Columbinee.cooaaa. [0 1 1 3,716
Florlda . woeoe oo Oklashoma. oo .. , 71
Georgin. . oceiaiaae i cicanenea OFCRON. oo e i aiciaanaas 3856
Hawall. ..o i el 88| Pennsylvania. ... . .. 18, 482
Idaho .o e iiaaaaas Rhode Island. ... . .. ... 163
THnots. . . e ec e eeicieaeaaean 33 ) South Carolin®e. . ccoeea oo 1, 423
Indiana. . ... .. South Dakota. ... ... .. 210
JOWA. e e e ececmceeccmmaaaan V02 Tennossee. e e coeeeo oo
Kansas. ... ST P
Kentucky..... Utah.._...
Loutsiana Vermont. ..
Maine... .com i e rieean Virginin.. ........
Marvland. .. o ol Washi npton....._.
Massachusotts. . coeooooaoo.. West Vieginia.. ...
Miechigan. ..o ool Wisconsin. ... oooiaiaiaas
Minnesotn. oo oeeiananiaanan 1,084l Wyoming..oooooo oo

147 Btates with plans reoelving Federal funds,

Mr. AurMEYBR. 7. By changing the dofinition of the word “State”
in titlo XTI, Federal l§mnts for nll assistance programs would bo made
available to Puerto Rico and the Virgin Islands, with Fedoral financial
participation on approximatcly the snme busis as sot forth in the orig-
nal Social Seourity Act of 1935.

. Wo believe this bill would greatly improve the present titles of the
Social Security Act relating to public assistance. Howover, wo wish
to suggost certain changes which we bolieve would make it still more
effective. The important changes which we should like to submit
for your counsideration ave:

1. We beliove that tho basis of Federal matching should be rovised
and that consideration should bo given to the ability of the States to
meet their sharo of tho assistance cost. A number of other laws and
bills utilizo as a reasonable test of ability the por capita income of the
States a8 measured by the Department of Commnerce. Wo have pro-
posed that States whose por c«x‘)im income is less than tho national
averago should roceive additional sums of Federal aid in order to help
oqualize the burden of tho public-assistanco program.

Senator MicuikIN, Again did you make this proposal to the Houso
Ways and Means Committee?

Mr. AurMEYER. Yes.

Senator MiLLigin. What were the pros and cons on it?

Mr. AurmeygRr. T am not a very good iwitness because naturally T
think that wo should take into account per capita income as the best
tost of tho ability of the State to mect its share of the cost. Iowever,
I think that on the other sido it was felt that the formula itself in the

!
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law, in the actual percentage of matching, ought to bo established
without preference to how it would affect an individual State.  Iow-
ever, recognizing that there is a problem there in the low-income
States, the formula has been changing from a straight 50-50 matching
to a larger proportion of nmuftehing by the Federal Govornment in
relationship to the size of the average payment that is made, the
theory being that the lower-income States will have lower averago
payments, ‘Therefore if the Federal Government matches the low
average payment at the higher rate than they mateh the higher
average payments, they will be accomplishing the fundamental
yurpose of helping the low-income States more than the high-income
States,

But it does not work out sometimes exactly that way. Sometimes
vou have o high-income State with low average payments and some-
times you have a low-income State with high average payments.

Semator Muaakin, T am just wondering whether there is o test in
tho formula of the ability of the State to contribute more even though
it is a low-incomo State.

Ae. Atrsmuever. T don’t know exactly what you mean by that.

Senator Muaaxin, You have a total amount of State rovenue. A
certain percentage of it is spent for education, n certain percontago for
public assistance, a certain pereentage for highways, a certain per-
centage for ingane asylums, and so forth and so'on. ~ Is there any con-
sideration in the formula of the fact that the State might do better in

ublie assistance out of the revenues availablo to it than it is doing?
n other words, would this sort of formula encourage a State not to 30
as much as it might be able to do?

Mr. Avrmevyer. On the contrary, I think if you stay with the funda-
mental ability of the State measured by per capita income, which I
believe is the best single measure, one does not then get into the
embarrassing situation of serutinizing the sort of taxes that are lovied
and the purpose for which the taxes are used in a particular State.
That would get one into all sorts of complicutions as regards a par-
ticular State. If you go back to the original source o% the taxes,
however, you have the measure of the ability.

Scenator Miuakin, Is there any weight given to the difference in the
cost of living in tho States?

Mr. AurMEYER. No, sir; and the cost of living does not vary much
between States. It varies more between various parts of a Stato than
it does hotween States., :

Senator Miurin. Is there not a rather substantial difference in
wage scales in different parts of the country ?

Mr. Arrmever. Yes; and that would be measured by the per
capita incomw,

Scnator MiuikiN. Yes; but that also roflects the cost of living to
somo extent,

Mr, Autmeyer. To some extent, but interestingly enough not to tho
oxtent that most people believe,

Senator Muuxyy, Have we any figures on that?

Mr. ArrmevYER. The cost of living variation by States?

SkNarer Muuikiy, Bringing por capita income in relation to tho
cost of living in tho paurticular States, i

Mr, Airmever, Yes, sir.

o
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! Senntor My, That would bo interesting if we could have
someéthing of that kind in the record.
© Mr. AurmeYER. Yes, sit.

(Tho information is as follows:)

Iuformation on cost of living is not available for States. However, the cost of
a budgot for a four-poraon cfty worker’s family in June 1047 has heen compited
by tho Bureau of Labor Statistica of the Department of Labor for 34 citiea in 26
Statea.  As the tabulation below indicates, the cost of this budget varied from a
low of $3,004 in New Orlcans to a high of $3,458 in Washington, . C., a difference
of $454. In some of tho citica in low-fncome States, the cost of the budget is
actually higher than in somo of tho cities in high-incomo States.

Cost of
State per budpet for
Btato and city (grouped fn order of tate per capita fncome) cupita fn. 4-person
ooie, 16 48 | fanlly tn
Juno (W7
New York:
Buttalo $1,500 [ X8
New 1,700 3347
Niinols: Chicago. 1,642 LS
California:
108 Augeles, LOR 32
© 8an ol 1,68 37
D, 0.: Washingt L&H 3458
Maryland: Ball 148 3,20
Bthlnuhmm: 1 143 3,310
Olnelnnatl..coiceiaiiiiiinici e inicnees L 423 3119
Clovaland....,. , 43 3,20
Washinglon: Seattle. . 44 I
Michhen: Detroll.covaenenivenenanne . - , 3 e
Oolorado: Denve . , 363 {168
1,338 203
1,34 1,21
1,30 , 3
, 2 mz
¥ ud .08
, 4Tk 3,161
, 90 3, =2
L 3 010
, N7
, 168 3,132
, 148 320
A8 118
, 118 J w7
1,08 M
1,008 3.
0 3,004
07 1%
w7 1%
904 310
R 3,1
838 3,770

& ms ?‘ll‘ Worket's Family Budget; Monthly Labor Reviow, Fob. 1948, Department of Labor, Burcau

Mr, AurMeyer, Federal aid in the oaso of dependent children is
now limited to childron in homes where there has been death, incapae-
ity, or absenco of a parent, thus placing a premium on family disinte-
gration, Wo beliovo that Fedoral funds should be available to cnablo
needy families to stay W[%)thor and to majntain the integrity of family
life. 'This can be done by deloting the clause in scction 408 of the
existing law which allows Federal financial participation only where a
paront 18 dead, incapacitated, or absent from tho home. ‘

That is to sa{ .you may have tho caso of an unomployed father
secking work. fis insuranco benefits aro cither insufficiont or havo
. I ,
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beecome exhausted.  If ho deserta his family, then the family can
qualify for aid to dependent children.  1f he stays with the fnmily
undertaking to seek work and contributes as much as possible, his
very presenco in the home automatically exeludes the children in that
family from qualifying as dependent children under title IV of the
Social Seeurity Act.

Senator Murikin, But what if he leaves home to get & job in some
other town without intention to desert?

Mr. Aprmeyeir. And he maintaing contaet with the family ?

Senator Muanakin, Yes,

Mr. AtrmMevER. Then it would not be considered absence.

Senator Muoarkin, It is only the case of desertion that you are
speaking of.

Mr, ALTMEYER. Yes, sir,

3. The bill extends the ussistanee program to persons who aro
totally and permanently disabled.  T'his extension wi'l encompass only
a portion of the persons in need who cannot qualify under the present
three categorics, such as the aged who hiave not yot become 65 years
of age.  "This is to be regretted since the general assistance programs
which must operate without Federal help are gencerally quito inade-
quate in meeting the need of destitute persons.  But regardless of
whether the extension goes beyond disabled persons, we would suggest
that a provision bo made for rehabilitation similar to that includoed
under section 107 of the bill relating to permanent and total disability
insurance bonofits,

Tho Cuamuman, Would you mind giving us a summary of tho argu-
menta on both sides on this permanent disability provision?

Mr, Aurmiever, Wo recommend, as you reeall, that there he a so-
called fourth category, which would includo needy persons who could
not qualify for ono reason or another under the existing three cate-
rories, However, 1 think that it was folt by the Ways aud Means

Sommittee that that would open up the Federal Governmont to an
unknown liability for matehing; and thereforo it was felt that it was
safer from the standpoint of the Federal Government and would ac-
complish to a largo extent the objective if the fourth category were
reatricted to permanently and totally disabled porsona,

What we seo lmppnning is that in tho case of general assistance-—by
“genoral assistance’’ 1 mean this fourth category-~since the States do
not get any Federal finuncial pacticipation, tho assistance remdered is
far less adequate not only beeause the States ave less ablo to meet the
established need, but also beeausoe there is a natural tendencey to put
State taoneys in those programs where they attract Federal dollars,
So, that is why wo have recommended this fourth category for other
porsons who do not qualify under tho three oxisting categories, but
still retaining tho ncczis basis for assistance.

Senator Minkin, How many permanently and totally disabled
persous are there in the United States?

Mr. Aurmryer, Thero are about 2,000,000 all told, 2,000,000 that
have been disabled for 6 months or more,

Senator Miutakin, Out of tho working force or out of all categorics
of pereons ?

fr. Aurmeyer. On any ono day the best estimates go something
liko this: Thore are about 8,000,000 peoplo disabled.

Senator Miwuikin, All kinds,

g
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Mr. Avrmeyer. All kinds, temporarily and pormanently disabled.

Senator MiLukKIN. And 1'ognrdl%ss of occupation?

Mr. AvrMmever. Regardless of provious occupation. Of that
8,000,000 about half can be said to have been in some gainful employ-
ment or occupation. Tho others are young children, aged persons,
and housewives who are not in a pecuniarily gainful occupation. I do
not want to got into an argument about whether they are in a gainful
occupation. Of the 4,000,000 who have been disabled for over 6
months, half of those are from the gainfully occupied and half from
the nongainfully occupiod.

Senator MiLLIkIN. The gainfully occupied would include profes-
sional people, for example?

Mr. AutMeYER. Oh, yes.

Senator MiLLikIN. It would include the self-employed ?

Mr. AurMEYER. Yes,

Senator MiLLikIN. If you have any figures so far as the industrial
working forco is concerned, how many industrial workers are per-
manently and totally disabled, do you have any figures on farm hands
or domestic employces?

Mr. AutmeYER. No, sir. These estimates are so broad that any
attempt to break them down by categorics would just be adding
another uncertainty to their admittedly

Senator MiLLIRIN. Has that not been one of the difficulties in
getting at tho subject of insurance for permancntly and totally dis-
abled, that the statistics are so slippery that it is difficult to make
actuarial calculations?

Mr. AurmeYER. The statistics are much botter whon it comes to
those who have actually applied for their insurance rights under
public or private programs, but the statistics are uncertain when you
go to the great population where there has been no contact either by
public or private insurance companies.

Senator MiLuigiN. Is there any rule of thumb, rough rule of thumb,
whereby if you know the number of your working force, you can say
that so many of those at any given time are totally disabled ?

Mr. AirMEYER, It would depend to a considerable extent upon the
occupation. For instance, in mines there is a much largor proportion
of the previous working force permanently and totally disabled.

Senator MiLLixin. You just do not have the figures, is that right ?

Mr. AurmeveR. I think we may have some figures, and I will see
what we have, but I do not think that they are at all inclusive.

Senator MiLLIKIN, If we could i;et some durable figures in this
thing, good, reliable statistics on which you can estimate what your
ultimate costs might be, I believe it would be useful.

. Mr. ALTMEYER. Yes, sir; but I should make it clear that we do have
more definite figures on the permanently disabled who have actually
sought public assistance.

Senator MiLuikiN. Yes. :

(Mr. Altmeyer later submitted the following information:)

The number of persons who are counted as disabled at any time depends on
various factors: the definition of disability; the composition of the population as
to age, sex, and certain other characteristics; on'the prevailing health standards;
and on the condition of the labor market, .

The latest attempt to enumerate the disabled in ths United States was made in

oconnection with the current monthly population survey made by the Census
Bureau. In February 1949 the Census Buresu added supplementary questions
/
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to its monthly survey of employment among a sample of 25,000 households to
deterimine the number of disabled individuals in these houscholds. The sample
returns adg'usted to represent the total ropulatlon of the country indicated there
are 2.1 million disabled persons in ages 14 to 64 with disabilitics which have already
lasted more than 6 months, This survey was limited to the noninstitutional
oivilian population.

If allowance is made for disabled persons in institutions, this figure is incrcased

to nearly 3,000,000,

Estimated number of persons with disabilities which have lasted more than 6 months
in civilian noninstilutional population of the United Slales, ages 14-64 (Based
on Currenl Population Sample Survey, February 1949, made by Census Bureau)

ARo Both sexes ! Male Female

Total......... 2,050,000 1,274,000 785, 000
65,000 42,000

64,000 40, 000

146,000 60, 000

165,000 128,000

303, 000 204,000

625,000 231,000

1 Those with unkuown duration of disability Ignored.

Figures on total disabilities in the population are not used, however, in arriving
at estimates for disability insurance.

Fstimates of the number who would flo claims for disability insurance benefits,
the number of claims that would be allowed and the number on the rolls and their
benefits in any given ycar are derived by standard actuarial methods. First,
the covered work force for each year is calculated and from this is derived the
number of individuals who will meet the insured status requirements ia that year
by age, sex, and average earnings. These are durable figures; they are derived
directly fromn statistics that come from the old-age and survivors insurance wage
recocds. Approprinte disability incidonce rates by age and sex are applied to the
total insured {)opulntion to obtain the number of new disability cases. Then
this number is reduced by subtracting out terminations of disability, The
terminations are obtained from tabular rates, subdivided by age, sex, and duration
since disability. Both incidence and termination rates are derived from analyses
of existing disability claims experience under private insurance companies and
gocial insurance systems in other countries as well as here in the United States
under the railroad retirement and other Federal insurance programs. Ifor a
desceription of the specific actuarial bases used in our disability cost estimates, sce
page 7 of Actuarial Study No. 28, Social Security Administration.

Mr. ALTMEYER. Yes, we have that. In a poriod of very high em-
ployment, it is truoe that a large proportion of the ‘)eople in this fourth
category are tho permanentlv and totally disabled. When we run
into a period of unemployment, and unemployment. insurance benefits
either become exhausted or inadequate, then additional porsons come
in to this fourth category which throws the proportion of the dis-
abled off. .

. Sonator MitLikiN. That seems to be where your field of uncertainty
is as to the additional persons who would come in.

Mr. AurMEYER. Yes, that is right. . .

_Senator MiLuikiN. What have been your estimates of cost on this
disability program? -

Mr., AurmeYeR. Pormanent and total disability. The Ways and
Means Committee cstimated that there would be somewhat less than
200,000 persons aided under this category. That is on pago 54 of
their report. . . .

Senator MiutigiN. Are we talking now about public assistance

category ?
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Mr. AurmeYeRr. Yes, sir.

Scnator MiLukin. What would it bo on the insurance side?

Mr. AurmMeYER, Under the strict definitions contained in H. R.
6000, of this total of 6.2 percent level premium, there was ineluded an
estimate of fifty-five onc-hundredths of 1 percent to cover disability
benefits,

Senator MiLukin. Level?

Mr. AirMEYER, Yes, sir.

Senator MiLLikin, All the way through the whole insurance?

Mr. Att™MEYER. Yes.

) Senl;\tor MiuikiN. How much would it be in the next 20 or 30
years

Mr. AurMeYER, It would start out very small because of the neces-
sity of their being not only recently attached to the labor market,
but having a long and regular period of attachment.

Senator MiLLikiN. What would be the peak from which you would
derive your lovels? I mean the peak which enters into the establish-
ment of your level ?

Mr. AurMEYER, There is a committee print captioned “Actuarial
cost estimates for expanded coverage and liberalized benefits proposed
for the old-age and survivors’ insurance system by H. R. 6000” dated
October 3, 1949. On page 9 of that report the figures are given,
broken down by the cost of old-age, survivors’ and disability benefits.

The level premium on a low cost estimate, total level premium is
4.82 percent. On a high-cost estimate it is 7.75 percent. As I have
stated, the intermediate estimate is 6.2 percent.

Turning to the years, we find that the estimato for 1955 is twelve
one-hundredths of 1 percent for disability benefits, running to a peak
in the year 2000 of thirty-six one-hundredths of 1 percent. Those
were the low.

20381;%91' Miuigin. What is the estimated labor force in the year

Mr. AurmEYER. | do not know.

Senator MiLLikiN. I see by the tabulation that in the year 2000 the
cost of disability benefits is hygurcd to be $1,233,000,0600.

Mr. AutMEYER. You say that statement is made?

Senator MiLLIKIN. On page 9 in the tabulation, estimated absolute
cost in dollars for H. R., 6000 by type benefit. I run down the column
headed “Disability” and I find that in the year 2000 the cost would be
$1,233,600,000.

Mr.” AurmevER. Yes; under the high cost estimate; $641,000,000
for the low cost.

I do not have the labor force, Senator, for the year 2000. However,
the population, age 20 to 04, in that year would be 113,000,000 as
comﬁared with 87,000,000 in 1950,

I had reached the wfp of page 20.

_4. Although the bill makes provision for Federal participation in
direct payments for medical care, such participation is limited by the
maximum on individual monthly payments, as I have already ex-
plained, A natural characteristic of illn'ess is that it is unlikely to
affect all the members of any given group at one time but the cost of
medical care in a particular month for the persons who are affected
i likely to be in excess of the individllml maximum payment. We

3
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believe, therefore, it is essential that a modified arrangement be made
for financing medical care for needy persons.

Senator Miuakin, Have you been discussing the modifications?

Mr. Aurmeyer, I have not, Senator. .

Senator MiLLikiN. What is your modification? .

Mr. AurmeyER. It could be in one of two ways. ‘I'heve could be a
scparate Provision providing that the Federal Government will partici-
pate in the same ratio for medical expenses as it does for cash assist-
ance, but subject to a maximum of $6 average per person for the aged
and the blind, and $3 for the children because the incidence of costly
illness is not so great among children. Or if tho Federal matching
were put on an average basis instead of subject to the individval maxi-
mum in cach case, that would overcome this difficulty. 1If Fedzral
matching were put on an average and if the maximum were an average
maximum of $50 instead of an individual maximum of $60, then the
cost of the medical care could be included more readily in that meaxi-
mum. But when the maximum remains on an individual basis, as I
say, the actual medical expense in that individual case added to the
cash assistance may run over the $50, and in that event the State or
locality must bear the entire cost.

Senator Tarr. This is for old people only?

Mr. Aurmever. This is for all these categories, aied, blind, depend-
ent children, and if you had a fourth category for thai category. We
are talking about the Erob]em of Federal participation in the cost of
medical expense, which it is very difficult to include in the monthly
payment in cash to the recipient.

Senator MitLikin. It is in the field of public assistance.

Mr. AurmEYER. Yes; entirely.

Senator Tarr. In the general field where an ¢ld person becomes
incapacitated, there are usually homes of various sorts where the State
has paid all the medical care.  Why should the Federal Government
assume any of it?

Mr. ALt™MeYER. You mean these people who are eligible under the
categories?

Senator Tarr. Yes; old age, people over 65. That is what all the
county homes are for, to protect those who require medical care and
care for them in those institutions. Those have not gone down any.
They have gone right on, as they did before the social-security law.,

Mr. AurMEYER. As I stated befors you came in, we recommend not
only that the Federal Government share in the medical expense, but
share in_the cash assistance that is rencered to persons in public
medical institutions exclusive of mental and wuberculosis institutions,
because there is a great problem which has developed in providing
necessary nursing care for these aged persons. It is very difficult.
The reason why the present exclusion is in the law, that is, that there
be no Federal matching if the recipient is in a public institution, was
due to the desire of Congress—of course I am thoroughly in accord
with that—of abolishing the old-fashioned poorhouse.

Sonator TArr. Not the old people’s homes, I do not think. At least
we have a county home in every county in Ohio, I know, and those
are still operating, and (;;eners,ll{l are well thought of as far as I can see.

Mr. AurmeyeR, Of course, they do not get any Federal matching.

Senator Tarr. No; but they will under this proposal.

. Mr. AurmevER. That is right,
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Senator Minukin. We agroed, I think, in our discussion of this
earlior, Senator, that tho tendenoy would bo, local institutions now
boing prohibited f:om taking any money from tho destitute person,
the law would bo changed so that in a sense this would bo also » form
of assistance to those institutions, I think we also agreed that in
addition to the purely medical arpoct of the thing, people who are in
publie institutions have some nead for money asido from the striet
medical angles of it.

Senator Tavr, Yea, There is some justification for o genernl
pension of some kind, but the question of assuming the cost of wmedical
eare waa what I had roferenco to.

Mr. Altmeyer, T notico that under this one thing that concorns me a

ut deal. Under the budget actually presonted by the President,
the payments under the Federal old-nge and survivors plan, at least
those puyments to people in this country, will increase from $782,-
000,000 in tho curront fiacal year to $2,300,000,000 in the next fiseal
yoar, In othor words, they will bo trebled.  We will pay $1,600,000,-
000 more by reason of the passage of this act, apparently. At the
eamo time the Federal Security Ageney’s public-assistanee programs
will increase in cost from $1,1:44,000,000 to $1,200,000,000 nccording
to tho budgot estimate next year,

So wo have a net result here of an increase of Federnl payment in
‘this fiold of $1,800,000,000, is that a correct statomont.?

“Mr, AurmMiYER, [ would have to oxamine those figures and see what
s included. I do not know, for instance, whother temporary dis-
ability is included. .

Senator Tarr. T got them from the President’s budget.  'hat. is tho
actual. T am a good deal concerned about the amonnt. of money that
is just going out of tho Kederal ‘Preasury.  1f vou consider this year
alone, wo are pnying $1,144,000,000 for pnl»\ic assistanee, wo ave
paying—this is not m thig line exactly, but wo are paying out in
national® service lifo insurance to veterans, $2.600,000,000; Foedoeral
omployees rotivemont. compensation, $265,000,0005 Federal old-ngo
und survivors, $782,000,000; the railioad rotivement, $313,000,000;
out of the unemployment fund this year $2,033,000,000.  So actually
thore are gratuitous paymonts being made in the presont budgot of
$6,169,000,000, Taking off the national life insnraney, it would ba
about $3,500,000,000. . .

Next year thogo pnyments will amount, by veason principally of tho
inerense in this bill, and with $500,000,000 decrease in unemploymoent,
benofity, to $5,641,000,000.

It seoms to mo we are gotting to a point where there is just so much
froe cush going to so many milﬁmm of people that you aro getting into
a very dangerous ovar-all situntion. 1 think we ought to appronch
with a great deal of care anything which involves such a tremoendous
incroags in Federal oxpenditures,” Somu of those things show up in
the budget and somo do not, but whether they do or not, it is cash
payment by the Federal Government to individuals seattered through-
out the United States. Alone it presonts, it svems io me, quite a
sorious quostion mark when wo appronch anything that incroases it.

-+ Mr, Arvmsyer. That is why T feol thut our basio systera should o a

dohitributory system, w contributory syatem where tho costs of the

benfits are brought. out into the opont and where the means for finare-

ing thoso Lenefits ave stated and must be considered in connection

with tho benefits, ; I do not think that any other system exeept o
i I R
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contributory rystem can bring about the necessary relationship
betweon the benefits and the cost of the benofita and how those costs
aro to bo mot, :

L agreo with you thoroughly that when so many persons ave affeoted
and so much money is boing paid out, it is very necessary to be sure
that you are developing a systom that dovs not bocome the master
inatead of the servant of the people.

Senator ‘Tare. You say a contvibutory system. I suggest that
while this is a contributory system, the contributions have a vory
rothote relntion in most cases to what. a man gets. 1 suggest that you
can show cases, and T will try to develop these lnter.  As far as ealling
it insurance is concerned, it is a misnomer. Some people pny ono
thing and get a great deal more, some people pay more and get: loss,
Thero is somo uﬁu(imn. some remote ruiuliun botween what you pay
and what you get, but as a practical matter the people who are being

raid today haven't begun to pay anything like what they are getting
Imvk compared to what somebody may pay later on.  Thore is no
basis for saying that prople ave paying for these old-age insurance
payments that go out from the fund.
fr. Aveameyer. Fist, it is insuranco——

Senntor Tarr. T suggest one other thing, and that is that, as a
matter of faet, wages today are set on a take-home pay basis, that
where the employer contributes, hie adds it to his costs and it is nothing
in the world but a tax on the people of the United States currently
made and currently used to pay other people who ave not working,
suggrest that, fundamentally anulyzed, that is exactly what this system
is, and all this talk about insurance and contribution is away beyond
anything that veally is the fact. 1 do not say thero is no basia for it,
but it is away beyond anything justified by tho theory that this is o
contributory insutance plan,

What do you say to that?

Mr. Avesever. I am in complote disagreoment with you on overy
point.  One, it is insurance beeause it spreads the risk. . That is the
definition of insurance. It is not private insuranco, where thero is
a very speeilie relationship botween the individual —-

Sonator Tave. Wait o moment.  Insurance is to spread the risk?
Insuranco is paying for somothing under a contract which cstimates
your risk at a certain valuo. It 18 & contract hetween two peoplo in
which you get something for what you pay cqual to what you pay.
‘This does not pretend to give you what you pay.

Me Avemunyer, Of courso that is your definition of insurance,

Senator Tarr, That is what [ think insurance is.

Mr. Arrmeyer. But you are defining private insurance, and you
are not oven defining privato insurance tho way 1 think insuranco
oxperts would be satisfied with it.  But be that as it may, this is a
aystem wheroby the visk is spread and there aro paymoents made in o
dofinite manner to o contral fund, out of which the benefits aro paid
for thoso risks when they oventuate.

Sccondly, tho benefits-—aund I think that is & very important fea-
ture---are related to something that can bo caleulatod mathematically,
not dependent upon the discretion of any one person avywhore.  The
benetits aro speeified in the law,  They can be ealeulatod mathemati-
cally, and they are definitely related to income loss.

That is the other feature of & contributory social insurance system
that I think is vory importaut. Tho contributions are based upon
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the phenomenon which you ave inswring, which is the pay voll,  "the
bonelits aro based upon the snme phenomenon, the pay oll, and there-
foro you have a triple velationship botween contributions, pay wll,
and benefits,  Beeause of that very definite velationship, 1 think you
have an opportunity to keep benetits and costs in line and to mnke
thoso bonefits do the moat good, provide the masimum amonnt of
protection, heeanse they arve related in such a delinite way to proven
neome loss, wago losa,

Sonator Tame, Mr, Altmeyer, T do not admit that beeauso it sevms
to me, ns L any, oven saluvies today are fixed on n net basis, Wages
oortainly are fixed on o take-howe pay.  ‘Phiat is what the nepotintion
fa for in every lnbor agreement, for the take-home pay.  ‘T'hat is what
thoy look at,  ‘That 18 the figuve that they ave teying to get, As o
matter of fact, the puy-roll tax, either by the employer or employee,
it sooms to me s passed right on in the cost of the poods, passed onin
tho general cost. of the pooda to the fellow who buys the produet,

In othor words, it is a general tax on the body politie.

Mr. Avemavinr, 1 do not think cconomists would agree with you
on that, either. 1 think that ia the usunl statement that is made, that
all costa ave passd on to the consumer,

Seuator "Tavr, T any pay-toll taxes.

Mr Aremnver. 1 don't think pay-roll tases ave. 1 think it i all
dopandent. upon the type of produet. 1 think in some eases the
omployer bears the cost and has to abgorh it out of his profits.  In
somo cuxes the worker gots a snmller take-home pay, o some eases
it is pagaed on in whole or in part, But 1 do not think anybody can
mako the lat atatement that socinl-insurance conteibutions ave passed
on automatically to the consumer, 1 just do not think it is true,

Senator Tare. T want to make ono thing elear. 1 do not favor
abolishing tho basing of benelits on wages that ave heen received
during life or sotething of the sort, 1 think that is an entively sound
part ol thosyrtem.  What Tquestion is, as to the people who are work-
ing today who pay this pay-roll tax today, whether that mouey is
not taken in offeet and paid vight out that same year o the following
yoar to the peoplo who have worked in the past; in other wovds,
whether, aftor all, in the long tun, the only way you can support.
peoplo who do not work today is through the lnhor and the taxes
puid by peeple who are working toaday, rogandless of any insurance
plan, that is, when you do it on a national basis,

M Avemievenr, I think, Senator, evoryboady wonld agree with you
that. you ean only provide benefits which are teanslated into aetual
poods und sorvices through the mechunism of money out of the goods
und sorviees that are produced today.  Yon eannot store up those
goods and sevvives in gome deep freeze and have them available 50
yoars from now.  The actual benefits translated into human needs
have to be met out of the production nt the time those needs are woet.

But wo are talkimg about a money mechanism which will enable in
this easo the Federal Government to Hinnnee the promises that it makes,
so that when it reaches a future peviod of time the Federl Govern-
ment's financial situation i3 aneh that its debt, for example, in the
hands of the general publie is enough less so that it ean meet its
promises 80 yoears from now, .

Sonator ‘Farr. 1 ean seo the purpose of that, but still the money,
not only tho goods and serviees but the'netual money used to pay these
ourrent benelits, as long as wo have abandoned the actuarial busis for
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this system beeause it \mwud to be impossible, is paid out of the taxes
puid by other people who nee working, not out of the taxes that 1 paid
20 yoars oo, They ave paid out of the actual cash that comes into
the Frensury from the current pay-roll tax.

Me. Apeskver, Setnator, on thnt, which hus heen a vory—1 won't
sy fruitful, but very interesting diseussion for 16 yenm, 1don't think
you would agree with me. Perhaps you ought to wait until some
msuranee aetiry of representative comes hefore you (o explain what
I would explain, but L think more persuwasively, that the workem of
this countey and the prople of this country are not paying twice, as 1
think you ave suggesting, for -

Senntor Tare. No: b am not suggesting that, 1 think that what
they paid during their lives was good at that time (o pay other people,
Thnt s going 1o be the net vesult, T know that argament, nod 1 tey
(o answer the avgument tat you pay twice.  You do not pay twice,
of course,  That i very widely belioved, 1 may say. 1 think on my
tip to Ohio 1 ot that question at nearly every meoting.  Noverthe-
loss, it does seem to me that what 1 paid has been used, Tt was used
to pay other benelits years ago, and ‘ am beingz paid, if Tam 65 or 70,
out of curvent payients made by other workers,

Mes Avemever, T would agree with you on that,

Senntor ‘Farr. May 1 ask one other thigg about this public-nssist«
ance ond of this program?  ‘This inereases the public-nssistanee
pavments, doesn't i, from the curvent law?

Mrc Aremever, Yesp about $250,000,000 additional cost to the
Federal Qovernment in n full Giseal vear,

Senator "Tare. But it increases also the proportionate shave of the
Federal Government.

Moro Avrmevier, That i a lagge part of this $256,000,000.

Senntor Tare, Inother words, the Foederal Government pays four-
fiftha of such expenditures up to $25. 1 pays $20 out of the fist $25;
is that vight?

Meo Avemuever, That is vight; ves; but now three-fourths out of the
fivst. $20, und this would o four-fifths of the fiest. §24.

Seantor Tare, They have been paying $15 out of the tist $20,

Mro Avemeven, ‘That s vight,

Semator Tare. And now they are to pay $20 out of the limt $26.

Mo, Aneasever, Yes, siv,

Senator ‘Tarr, After that, one-half,

Mrc Aveskyer, And then one-thivd, 1t is a divee-step proposition,

Senmator Tare, Have you seen this speech of Hohaus? 1 supposo
you have,

Me Avrvever, Yes,

Senator Tave. What have you to say as to the condition that hus
avigsen undoer the old-nge assistanee progeam paeticulaely with veference
to the comparison that he makes (‘ml in Ohio taday 190 out of every
1,000 of the population over 65 ave on the public-nssistanee rolls; in
Now dersey, only G5, That s only one-thind of the number on in
Ohio,  In Towisinna 8189 out of every 1,000 ave on public-assistaneas
tolls over 66, Tn other words, the State poliey has been such in one
State that they have ran it away out. \\‘il%\ smadler payments,  As a
matter of faet, Hohaus shows that if you ean inerease enough you can
et more money out of the Federal Government by vedueing your
payments and putting more people on the wolls,

Mes Avemiey R T amw sorey you were not here when 1 suggested a
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differont mothod of Foderal matching related to por eapita income
rathor than to tho size of the payment, which would meet that Inst
point that Mr, Hohaus makes,

As regards tho first point, the great variation in the percentago of
aged persons who aro recoiving assistance in the various States; that is
duo to somo extent, to a considerablo extont, to tho fact that in the
low-income States tho peoplo when they reach age 65 aro moro necessi-
tous than tho poople in the high-income States hecause they have not
been able to save, I think even more largely——

Scenator Tawr. Thero is not much difference betweon Ohio and New
Jorsey, though.

Mr. AtrmeyEr. I am saying that is not the entire reason for tho
difference. I think a preater reason for the difference is the provailing
attitude in the State toward the sort of minimum living they want to
g::wido tho aged persons in that State. That is to say, under the

cial Security Act noed is not determined by the Federal Govern-
ment, but by the State. The Social Sceurity Act is very specific in
saying that this act is intended to assist the States in meeting these
needs to the extont of their financial capacity.

Senator George and Senator Johnson may remember that in 1935,
when this act was boing considered by the Senate Financo Committee,
Senator Byrd time aftor time asked Mr. Witte, who was testifying,
“Who is going to determine who is needy and who is going to de-
termine how much that needy person is going to get?”

Mr. Witte testified timo after time that that would be within the
provincee of the State, and that accounts for this great vavintion in the

roportion of the aged persons being aided in the various States, to a
m%o degreo,

That 18 not. to say that 1 do not beliove the Federal Government has
a responsibility, We do feel that the States must establish very
dofinite State-wide standards for dotermining noed.

Senator Mintikin, But they establish the standards.

Mr, AurMeYBR, They must establish thoso standards.  Thoy must
bo State-widoe, thoy must bo consistent in their application, and they
must bo objective. But when wo have said that, then wo say that the
lovel of assistanco is really up to the Stato. ‘I'he only way you can
meet that situation is if you write into the Fedoral law very specific
provisions as regards what shall bo the budget for an aged porson and
very specific provisions as to whother every cent of income and svery
oent of resources shall be subtracted from tho montlly assistance that
they ave to receive.

nator MiutakiN. That would completely federalizo the system.

Mr. Atrmever. I think it would, too.

Senator ‘Tarr. What would you think of this? I do not want to
make this as a suggestion because 1 do not know that I would be for it.
What would you think of the suggestion that we simply put everybody
under the Federal old-age and survivors insurance at a minimum rato?
They got & minimum. ith no wago credit they still got & minimum,
$25 or $30, separated entirely from the States.  Give no furthor assist-
ance to the States. The State could addito that whatever it wantod
in tho case of each Stato. In other words, if wo are going to give an
old-age ponsion to & man who has 1-yoar oredit, why not give it to
hira when he has not had any credit? Wo will never get to the old-
“8& insurance plan under this thing. The old-age assistanco is gvmwing
stili and is somothi/ng that is going to grow for some time. Why do

. ) ‘



BOCIAL S8ECURITY REVISION i

you not put the whole thing under tho old-age insurance and give
overybody a flat figure and simply say to the States, if this is not
enough, and it would not bo onough probably for a lot of thom, it
is up to tho States to provide the addition to it. How would that
kind of system work out, and got rid of this difforencoe between the
"o‘tnlos'; and the insurance and let them work out their own plans at
lome

Mr. Avemeyer. First, you have a political question. 1t really is
not a technieal gquestion, 1t is a political question of what this flat.
amount is going to ho.  You suggest $25,  Somebody else may sug-
gest $50.  Somebody else might suggest $100.

Senator Tarr. What are your avernge Federal old-age assistanco
boenefits todny ? '

Mr. Arrmever, They average about $25,

Senntor ‘Tavr. The Federal shavo is $257?

Mr. Arrmeven, $265.

Senator Tarr. That would be the guide, 1 would suppose, that is
why I was sup:gusting it.

Mr. Aurmever. ‘That is one plan,

Senator Mgy, It would all come to the same thing, would it
not, under the operation of political pressures you are speaking of ?

Senator ‘T'arr. Everybody would get this, you seo.

Senator Mintikin, Let ussay evervhody got. $26 and that the States
had nothing to do with the $25. "The States would immediately sot
a pressure herve for everybody to get 875,

Mr. Avesiver, There seems to be o ditference of opinion, then, as
to where you would set the flat amount,  But that is one problem---—

Senator Muuikin, I want to make clear § am against setting o flat
amount, and T am against the Federal Government’s havinge any more
to do with it than it has at the present time.  Lam heartily in favor of
the presont system which 1 hope the States would improve in some
particulars,

M. Avemever, Then the second question is, Are you or are you
not going to have universal coverage of this insurance system?  You
cannot, to my mind, develop anything along the lines that you have
suggested unless you decide first and foremost whother you ure going
to have universal coverage and universal contribution to finance the
futuve, because if you blanket in--—

Senator ‘Tarr. 1 think you have it because I think you pay it in the
cost of tho goodayou buy.  Everybody pays it now. I think the taxes
aro well distributed. They are right today on overybody in the
country. There is therefore somo argument for saying that overy-
body ought to get something back.

X\Yr. Arrmeyer, Would you then make appropriations out of gon-
eral rovenues to pay this additional cost?

Senator TArr. ] ‘Ko pay-roll tax would have to bo cnough to cover it.

Mr. AurMEYER. Pay-roll tax on only a portion of tho pay roll of the
country to financo the people.

Senator Tavr. That is right; that pay-roll tax is passed right on.
Look at John Lewis’ pension fund; the 20 conts a ton goes right on to
tho consumor.

Tho CuarrmMan, You would have to have universal coverage in
order to be equitable at all.

Mr. Aurmever. That is the point, Sonator. I do not think you
could sustain your position without universal coverago.

60805—80—pt, 1-—6
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Senator Tarr. I am not suggesting the thing. What occurs to me
is that what we are doing anyway is payinF certain people out of a tax.
We are taxing the people and taxing all the people to pay certain
people old-age pensions. It is all right to pay them when they are
paid with some relation to what they have earned, but it is only in
rather remote relation to what they have earned. If we are going to
do thg(t;dl think there is at least argument to say we ought to cover
eve .

r. AL'y;‘MEYER. I think there is a problem there, and I think it is
because we did not have universal coverage in 1935; and if we do not
ﬁgt universal coverage today, in 1965 we are going to have the same

iscussion.

Senator T'arr. We are still paying only 2 million out of 11 million
people over 65 years of age.

Mr. AurMeYER. Exactly, and why is that? Because we did not
start a system with universal coverage. I hate to remind you but tho
Committee on Economic Security did recommend universal coverage
in 1935, just as we are recommending it today. Let me say that if
you have universal coverage, it is possible to so arrange your eligibility
requirements so that you can bring in a larger proportion of those
already aged; but to consider the one without the other it scems to me
leads you in to financial disaster. .

Senator TAFT. You may be right. I do think the Present system is
80 unsound and I think the whole theoretical basis of it is so unsound
that we ought to probe the fact of whether there is anything more
sound than the present system.

Senator MiLikiN, Will not the pressures from high pension sys-
tems in private industry move in the direction of universal coverage?

Mr. AurMeEYER. Do they push us in that direction, you ask?

Senator MirLIKIN. Yes.

Mr. AutmieYER. | think they do, because I think that people raise
the question why should some workers receive the $100 a month and
soms other workers not receive $100?

Senator MiLuikin. If you and I start operating a lathe at the same
time and we reach our retirement age at the same time, and you are
with Big Steel and get $100 pension, and I am with a little company
but doing precisely the same kind of work, the disposscssed from those
larger benefits are so numerically great that you will find all sorts of
pressures to drive you toward some kind of high universal pension. I
am not talking about whother it can be borne by the economy, I am
not %iving any theory on it, but it seems to me that all the pressures
will be in that direction.

The Cuairman. Doctor, you have practically completed your gen-
oral statement ? . .

Mr. AurMevER. I had practically, yes. I have a page and a half.
Do you want me to read this rapidly so you have that out of the weay
or do you want to adjourn?

The CuairMan. I was thinking about your coming back townorrew.
Can you ¢ome back tomorrow ? ‘

«1 Mr. AitMEYER. Yes, sir, | .

The CratrmMan. We will be glad to have you come back.

i The committee is in recess until tomorrow -morning at 10 o'clock.

(Whereupon, at 12 noon, the committee recessed until 10 a. m.
Thursdby, January 19, 1950.) RS o .
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THURSDAY, JANUARY 19, 1950

UNITED STATES SENATE,
Committee oN FINANCE,
Washington, D. C.

The committee met at 10 a. m., pursuant to recess, in room 312,
Senate Office Building, Senator Walter F. George (chairman) presiding.

Present: Senators Gieorge (chairman), Hosy, Myers, and Millikin.

Also present: Mrs. Elizabeth B. Springer, acting clerk, and F. F.
Fauri, Legislative Reference Service, Library of Congress.

The CuairMaN. Tho committee will please come to order.

Doctor, was there a portion of your prepared statement that you
had not completed?

STATEMENT OF ARTHUR J. ALTMEYER, COMMISSIONER FOR
SOCIAL SECURITY, SOCIAL SECURITY ADMINISTRATION,
WASHINGTON, D. C.—Resumed

Mr. AutmeYER. Yes, sir,  On page 20, beginning with the heading,
“Child welfare services.”

H. R. 6000 provides for amending title V, part 3, of the Social
Security Act by (1) increasing the annual allotment for child welfare
services from $3,500,000 to $7,000,000, (2) increasing the flat amount
available annually to cach State from $20,000 to $40,000, and (3)
authorizing the use of Federal child welfare services funds for— -
paying the cost of returning any run-away child who has not attained the age of
16 to his own community in another State in cases in which such return is in the
interest of the child and the cost thereof cannot otherwise be met.

The CaairMan. That is the new feature, is it?

Mr. ALTMEYER. Yes, sir; that is the new feature.

The CuairMan. Is there an estimated cost on that, Doctor?

Mr. Avrvever. No,sir,  As I understand the effect of that amend-
ment, it would be to permit the States to include in their costs this
cost. ‘This would not come out of a direct Federal appropriation to
a Federal department. It merely makes clear that a State agency
that is gotting theso Federal grants can use those funds for taking
care of this sort of situation if 1t arises. :

Although approximately 240,000 children are receiving service
under existing public child-welfare programs, there are many children
in every State in need of this service to whom it is not available.
Many children, especially run-away children, are still being detained
in Lmls because of lack of services and facilities to meet their needs.
Babies are being placed for adoption through black markets. Other
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children, sometimes very young ones, are sent to training schools for
delinquents, even though their probiems are not sufficiently serious
to warrant commitment to an institution for delinquents. any of
these children nced not have been removed from their homes at all
if the parents and community had been able to turn to a trained
child-welfare worker for help in meeting the child’s problem. This
is true, even after taking into account the valuable services being
rendered by private agencies which, of course, should be encouraged
and fully utilized.

Increased funds would enable the States to provide more adequate
child-welfare services to more childien. Therefore, it is recommended
thet Federal funds for aid to the States for programs of child-welfare
services be increased to $12,000,000.

The cost to the Federal Government of the foregoinyg modifications
to H. R. 8000 as it relates (o public assistance and child-welfare
services is largel deYendenb upon the Federal matching formula
which is adopted. The Ways and Means Committee report esti-
mates that the total increased cost of H. R. 6000 as it relates to
public assistance and child-welfare services would be approximately
$266,000,000 a year. However, H. R. 6000 includes & more expensive
Federal matching formula than the formula based on the per capits
income of the various States which we recommended to the com-
mittee a year ago. Therefore, if H. R. 6000 is modified to incorporate
the suggestions we have just made to this committee, including the
Federal matching formula which we recommended a year ago, to the
Ways and Means Committee, the cost to the Federal Government
would be ul)ﬁroximately the same as H. R. 6000.

1 should like to reiterate our belief that H. R. 6000 represents a long
step forward in the direction of improving the Social Security Act.
While we have suggested some changes which we belicve would
significantly improve the bill, in no way do we wish to understate its
fundamental excellence.

I should like now to illustrate some of the points in my statement
by showing you certain charts which are attached to this statement.

Those are the small charts. We have them blown up. I can
speak from the blown-up charts at the easel and you could follow
either the smaller charts——

b Tl.;e CHAirMAN. You have all the small charts in the statement
ere

Mr. AurmEYER. Yes, sir.
ehThe CuA1rMAN. I think we can follow it better from the smaller

arts. .

Mr. AutmMever. The first chart is captioned “Payments for all
i)g?l’)éligm’(} (public assistance and Federal work programs) by month,

(The chart referred to is as follows:)
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PAYMENTS FOR ALL FUBLIC AID (PUBLIG ASSISTANCE AND FEDERAL WORK
PROGRAMS) BY MONTH,1935~1949
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Senator MiLuikiN. With reference to the Federal work programs,
are those confined to what might be called relief programs?

Mr. AurMEYER. Those were the FERA, CWA, and WPA programs
which were in effect at, the early part of this period, 1935 to 1949.

Senator MiLLigIN. Do they include flood-control projects, reclama-
tion projects?

Mr. ALrMEYER. No, not unless they were included in the work-
relief program. Many of them were, but many were not. You will
notice that the monthly peak of Federal expenditures was reached in
the period toward the end of 1938 with a little bit over $300,000,000
expenditure per month. Then the Federal expenditure went down
steadily until 1943 when it leveled off and started to rise very grad-
ually until the end of 1945 when again the rise in monthly Federal
expenditures for public assistance took on a steep increase.

Senator MiLLigiN. In what year were the Federal works programs
terminated?

Mr. AurMeYER. I will look vhat up, Senator. I think it is in the
vea late thirties or perhaps early forties.

nator MiLLikiN. Then roughly from that point on, the rest of the
graph represents public assistance?

Mr. AvrmMeyer. That is right. I merely put in the work relief in
order to give some comparability so far as the earlier period is
concerned. )

As the chart indicates, we are moving close to $280,000,000 a
month Federal expenditures.

Senator MiLLiRIN. What is the reason for the rise, considering the
state of our employment?

I,
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Mr. AtrMeyer. The rise is due to the increased cost of living and
the fact that the state of our employment is not so good today, so
far as full employment is concerned, as it was during the wartime.

Senator MiLLIKIN. What was the unemployment at the end of the
period of public aid?

Mr. AtTMEYER. At the ond of public aid?  You mean public works?

Sonator MitLikiN. I mean the Fedoral works programs.  What was
the unemployment at that time?

Mre, Aurmever. That was just about the beginning of the war
period. My recollection is that tho estimated unemployment was
about 8,120,000 in 1940, and it thon started to decline rapidly, tho
next year, 1941, 5,560,000, and it got down——

Sonator MiLiikin. It was 8,000,000 when?

Mv, Antmeyer. In 1940, the monthly average for 1940,

Senator MiLLigIN. So, under the tendency of the graph at the
present time, we will soon have the same amount of money for these
purposes put out under the present number of unemployed as we did
when we had 8,000,000 unemployed.

Mr. ALTMEYER. That is rig,i’nt.

Scnator MiLuikiN. We have how many unemployed now?

Mr. Autmeyer. I think the figure today runs around 4,000,000
but et me point out, Senator, that thero has been a great chango in
the cost of living, of course, since that 1940 period.

S‘;\,nntor MiLuikiN. There has been an increase in the work foree,
too

Mr. ALtMEYER. Yes, the total work force.

Senator MiLLIKIN. Yes. .

Mr. AutMEYER. Sinco these payments are based upon need, since
need varies with the cost of living, and since the cost of living has
increased 70 percent sinco 1939, that factor must be taken into
account in comparing the figure today with tho figuro in 1940.

Senator MiLrikin, From which it may be concluded, may it not,
that when we talk about security, when we talk about insurance, so
far as our future projects are concerned, it all turns on what the pur-
chasing value of the dollar will be.

Mr. Aurmever, That is right.

Senator MiLLigiN. And unless we can control that, we have no
security and we have no insurance, is that correct?

Mr. AurMeEYER. That is right. . .
. Then another factor that must be taken into account in studying this
increaso is the fact that tho aged population of course has increased
greatly since 1940.

Senator MiLtikin, What thinking has your agency done on em-
ployment for the aged to the extent that they want to work and to the
extent that they aro able to work? . .

Mr. Avtueyer. That falls rather lnr%)elv in the }i}mvmce of the
Labor Department at the present timo because the Bureau of Em-
ploslment Security is now in that agency. .

nator MiLLIKIN, But you cannot isolate yourself from that
problem. It has a terrific impact upon ybur own job. .

Mr. AurMever. That is right.  Therefore, wo try to point out, as
I think I mentioned in this statement, that it is to the advantage of
every one if the older workers’ skills and abilities are utilized to the
full.” Contrary to popular opinion, the older worker's productivity
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does not decline to the extent that his chronological age would indi-
cate, unless of course it is very hard physicat labor.  The older worker
through greater cave, through the development of skills arising out of
past experience, has a great contribution to make, and it is a great
error not only from the social standpoint but from the economic
standpoint, from the standpoint of the omployer as well as the worker,
not to use these workers. Most employers will retain the older
workers, but whether they have it specifically set down as an instruc-
tion to their personnel department or not, they are very reluctant to
tako on workers in their middle fortics, We believe that providing
adequate old-age insurance benefits will help n great deal to overcome
that reluctance because then the employer will not be so worried about
what happens to these older workers who enter his employ in the middle
forties, but rotire in the early sixties.

Senator Mivuikin, Is it not perfeetly apparent, Doctor, that if you
shorten the period of productivity and in the increasing longevity
those processes can go on to a point which would bog down this wholo
system? .-

Mr. AnTMEYER. Yes,

Scenator MiLuikiN, So we have a great problem confronting us of
how to utilize, to the extent that they can be utilized, the services of
aged people who want to work and who are still able to work, maybe
not a full 6 hours or a full 8 hours, but a few hours of the day.

Mr. ALT™MEYER. Yes, sir.

Senator MiLuikin, I was reading in a London paper just night
before last where a great company over there has set up a sort of
separate establishment where their older employees can work as long
as they want to.  They can come in and work an hour a day if they
feel up to it, or they can work 3 or 4 hours a day. Most of them do
not work more than 3 or 4 hours a day, but they make some moncey,
they keep their feeling of self-respeet, and they want to do it. Many
aged people don’t want to quit when they get to be aged. They
want to keep on going as long as they can.  So isn’t a survey of that
situation an important part of this whole problem that we have to
consider?

Mr. ArT™MEYER, It certainly is, and that is one of the tragedies of the
present~day highly mechanized mass production: that the employer
finds it more difticult to work in as a part of his labor force people
who would like to work part time or staggered time instead of the
standard time.

Senator MiLuikin, Has a survey been mado of the employers in
this ficld of mass production to find out what their plans are to enable
pnrti;}limo work of their older employces if they want to take that
wor

Mr, AurMeEYER. So far as I know, there has been no national survey.

Senator MituikiN, Mr. Chairman, I suggest that before wo finish
this inquiry we call in employers of that type to find out what they
are thinking about, what tlm y are doing to stop this junking of people
at a relatively carly age, find out what their plans are to keep people
working as long as they want to work and are able to do some work.

The CrarMaNn. We will have many of the employers before us,
and we can question them along those lines. We might assign that
task to some particular group before we finish the hearings.
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® Under the present law, Dactor, under the old ago and survivors’
insurance, what can the recipient earn after age 65 and still get his
benefita?

Mr. AvrMEYER. Ho can earn only up to $15 a month. We are
recommending that that amount be raised to $50 a month.

The CuairmMaN. That is from 65 to 75, and then you take the
limitation off at age 75?7

Mr. AuTMEYER. Yes.

The CrarMaN. They can earn as much as they please after 75?

Mr. AurmeyeRr. Yes, sir.

The CrairMaN, That is a realistic approach,

Senator MiLLikiN, Some of these men who are 75 or older aro
pretty active fellows, Mr. Chairman,

The CHAIRMAN, Y‘cs, that is quite true. But what is your recom-
mendation on that? Do you agree with the Houso on that?

Mr. AurmevERr. Yes; wo certainly do. 1 might point out another
interesting aspect of the employment of older workers which arose
out of my experience in administering a State workmeon'’s compensa-
tion law bofore T becamo a Federal official. That is, that the feoling
on the part of some employers that these older workers constituto a
hazard which is likely to have an adverse effect upon their workmeon’s
compensation insurance premiums I beliove is largely erroncous,
because statistics indicate that the older workers do not become
injured as often as the younger worker. He is moro careful. It is
true that when he does become injured, the healing process may be
somewhat prolonged as compared with the vounger worker, but the
much lowor ineidence of accidents among the older ones more than
compensate for the longer hoaling period or the greater extent of
permanent disability arising out of an accident.

Senator MILLIKIN, It is conceivable, is it not, that if vou work an
older waorker beyond the point of fatigue, the rate of accident might
increase?

Mr. AurMEYER. Yes.

Senator MiLLikIN. Is not the problem to find jobs to fit the
energies of the worker?

Mr. AurMEYER. That is right.

Senator MiLLikin, It scems to me that this business of the aged
to the extent that they can work and want to work goes somewhat
beyond tho social security problems that we are discussing. I think
you have morale factors and sociological problems there that are
very voxg important beyond this subject. This is not a narrow
subject, but it is beyond the relative narrowness of the subject we
are considering,.

Senator Hoey. The older people probably it would be necessary
to make some change in compensation in order to give them employ-
ment because they probably would not be able to do the same sort
of job as eiicetively as young people.  So I think the employers would
have that difficulty to deal with in paying probably smaller compensa-
tion for them. i

Mr. AurMeYER. Of course, many labor organizations in thcir col-
lective agrecoments do take into account this problem of their older
members and make the necessary adjustments so that they can be
retained as they grow older. !

‘
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Senator MiLLikiN. I look forward, Mr. Chairman, to testimony on
that subject to see how widespread is the pracess of giving the elderly
worker a chance to continue to work to the extent that his abilities
permit and his desires permit.

May I ask one more question, Mr. Chairman; Do these paymonts
for public aid include unemployment compensation?

Mr. ALtMEYER, No, sir.

Senator MiLLikiN. What has been the history of unemployment
compensation (lurinﬁ the war years and subsequent to the war years?

Mr. AvtmEver. During the war years of course unemployment
insurance payments declined to a very small figure. In 1043 to 1945
the number of unemployed and the amount paid out—I can’t read it
from this chart, but it is quite insignificant. Then in 1945 at the ter-
mination of the war the figure shot up to more than one and one-half
million recipients ns the transition and reconversion process was under
way. But that was short-time unemployment and the figure then
declined rapidly and zigzagged along at less than a million, in fact
dropping down to as low as n%out 600,000, until the latter part of 1948,
when it shot up to approximately 1,900,000 in 1949. Sinco then it
has gone down somewhat.

Scenator MiLLikiN. Can you give us the relative unemployment
during the period that you are discussing? Let us take the period
starting, say, 1945 and to the present, in terms of general unemploy-
ment and in terms of recipients of yunemployment insurance.

Mr. Au™vEevER. The total unemployment was estimaied at 670,000,
monthly average, in 1944, It moved up to a monthly average of a
little bit over a million in 1945, continued to increase in 1946, became
an average of 2,270,000, then declined somewhat in 1947 to a monthly
average of 2,142,000, declined a little further in 1048 to a monthly
average of 2,064,000, and then as I say, it rose in the latter part of
1948 and 1949 to a monthly average in 1949 of 3,395,000. I think
the most recent estimate is close to 4,000,000.

Scnator MiLLigIN. The number of those getting unemployment
insurance has risen out of proportion to the increase i the number of
unemployed. Is that not correct?

You might do a little calculating on that.

Mr. AuMEYER. Yes, I would have to check on that.

The CuairMan. Those figures include unemployed GI's and pay-
ments made to them?

Mr, AurMeYER, These estimates of total unemployment includes
all, whether they are insured under State unemployment insurance
laws or not. It comes out of course that less than half of the esti-
mated unemployed are actually drawing weekly unemployment insur-
ance bonefits.

Senator MirLikiN. Is that an increased proportion over, say, the
end of the war?

Mr. AurMEYER, As Istudy the ﬁﬁuros, it didn’t scem to me that the
proportion had varied greatly, but I will check those to see,

Senator MiLuikin, Will you give us some figures on the decline
in State reserves on unemployment?

Mr. ALTMEYER, Yes, sir, .

. Senator MiLLIkIN, So we can see what the status of those reserves
is.

Pt o~ S
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I\I?Il‘. AuT™MEYER. Yes, sir. They are in very good shape I should
say

Senator MiLrikin. We have an enormous, mounting expenditure for
public assistance, unemployment insurance, out of proportion to the
rise in unemployment, and there may be an explanation in your
suggestion that that is due to some extent to take care of the increased
cost of living.

Mr. ALyMEYER, Yes.

I should point out that this present-day unemployment must be
considered in relationship to local and regional variations. It is a
S{)Otty picture. With the exception of probably two or three States,
the State funds under unemployment insurance have not been very
greatly reduced during this last year and a half or two years.

Senator MrLLikinN. You will give us some figures on that?

Mr. AL.TMEYER. Yes, sir.

(Mr. Altmeyer submitted the following material:)

StAaTUs OF UNEMPLOYMENT INSURANCE RESERVES oN June 30, 1949

The increased benefit outlays throughout the country during the first 6 months
of 1949 were easily financed out of the funds available for such a contingency.
The sharp rise in disbursements, due to a decline in employment, could not be
defrayed entirely out of current tax collections, because the average tax rate
under experience rating dropped to the low goint of 1.2 percent.  The accumula-
tion of reserves over the years, however, had proceeded at a faster rate than was
anticipated or, perhaps, even intended at the beginning of the program. The
surplus of 7.6 billion dollars earmarked for benefits at the end of 1948, therefore,
was more than adequate to finance the rising benefit expenditures during Jan-
uary~June 1949. Despite the increased benefit costs and a record low average
tax rate for the country as a whole, the 51 State reserves on June 30, 1949, totaled
7.3 billion dollars, less than 4 percent below the record high of December 31, 1048

ACCUMULATION OF RESERVES

The unemployment insurance system has been characterized by an almost con™
tinuous growth in size of reserves (see table 1). This growth was sharply acceler-
ated during the war years, when unemployment was unusually low hecause of a
manpower shortage. = The accumulation of funds was interrupted once during the
reconversion pe:iod following tho cessation of hostilities, and again during 1949
when manufacturers curtailed production. From the beginning of the program
through June 30, 1949, tax collections for financing unemployment insurance
benefits plus interest earned by the State accounts in_the unemployment trust
fund totaled 13.4 billion dollars (table 1, column 4). Beng¢fit disbursements for
inaured spells of unemployment, on the other hand, aggrepated only 6.1 billion
dollers, or approximately 45 percent of the total amount raised for that purpose
(table 1, column 5). The remaining 7.3 billion dollars available on June 30, 1949,
was equal to 9.3 percent of aggregate taxable wages for the 12 months ended
June 30, 1949, or the equivalent of almost 8 vears of collections at the prevailing
average tax rate of 1,2 percent and almost 3% ycars at the standard rate of 2.7
porcent (table 1, column 6),

Nationally, the drain on available reserves during the first ¢ months of 1949
was the heaviest in the history of the program. Although benefit expenditures
in dollar amounts during the reconversion period were almost as high, average
employer tax rates exceeded 1.4 percent as compared with an average of 1.2 per-
cent during January-June 1849, Similarly, benefit expenditures in 1938, for the
23 States that paid benefits over the entire vear, were at a higher rate—2,2 percent
of taxable wage. Taxes during that yvear, however, were being collected at the
rate of 2.7 percent, and could, therefore, mect henefit obligations and still yield
a surplus. In 1949, however, the reserves withstood the combined impact of
rising benefit outlays and dopressed tax rates under experience rating. During
the first 6 months of 1949, benefit outlays totaled $808,000,000, tax collections
yielded $434,000,000, and $80,000,000 was credited to the State accounts in the
unemployment trust fund as earned interest. The reserves, therefore, were
;liminishcd by $204,000,000 over the 6-month period—a decline of less than

percent, B

’



TaBLE 1.—Selected data on financial aspects of unemployment insurance, by State, June 30, 1949
{Dsta corrected to 8ept. 8, 1949}

NOISIATY ALIUADIAS "IVIOO0S

K Percent of
= (mplo.:gl
= COver
€a 'gcn"“m ‘,” workers who
£2 neBis could be
é": Armounts as of June 30, 1949 g:i% {g]’ Ratio of benefits § to taxable wages, ¢ Funds avsifable at end of year as {paid henefits
2& (in thousands) collected calendar year— pereent of taxable wages ¢ for maxi-
=9 mum dura-
£s ”36"1"9“'3‘ tion out of
el . fun(,ls; avail-
Monthand [EE able on
= June 30, 1949
year bene- |52 3
Reglon and State | gy arok R — -
— o » - . - =
e EE £ 1 £ | & jE R b |2
X £2 £ o > 2 Es Z |z
5= EE s 2. g = g <.
szl 2 | 5| 52 |E, % 2 B Ry
-] = 2o |2 == £=
£ g? _f_% z'r'g SE | 2711638 1 1839 19401041 |1 10471 1048] 2 1193911 40/ 1941/1945 (194619471943 £ |S=2
& Fa Ehe 5 |5 |28 = % |58
&= 2 el 5 |2 | 3 s e
S0 | E | E | |2 Z |z
g =
< ca o & | 5] 5[5
[6)) @) (&) (O] ) () @ @ | ® |00 [aD]a2)|(3)|(149){(15)|(16) (17 (18)|19)|(20) | 21) | 22) ;(23) |(29) (26) 1 (2D
1.2/9$13,306, 08883, 088, 032 #$7, 308, 0G5{1° 80. 54/81. 21 |11 2.2{13 1. 5{ 1.7] 0.9} 0.8] 1.7| 1.1 1.0] 1.5] 5.4| 6.0 6.511.8/10.8{10.1} 9.5) 9.3 7 38.2
.6 286,075 110, 8%3| 175,191 L4510 3.3 2,20 8] .7 .3 L2[ 1.5 .70 .9 1.9] 4.4 5.7 6.4'13.4[13.5/12.9 4.1
1.7 78. 113 37.474 40, 639 C540 L2034 201230 .8 .6 1.7 1.20 1.4 2.1] 2.5/ 2.7} 3.7]12.3111.711.1 421
L3 7,854 327, 840) 144. 024/ L83 1.82) 2,20 1.4)2.2| 1.0} .6 1.5 1.7 1.5] 2.4 5.1} 5.6] 6.1} 8.5| 7.0l 5.9l 16.9
1.4 40, 498 21, 669, 24, 889 S5O0 L80p 2.7 140 2% .7 .20 (3| L0 1.2] 2.4] 5.3{ 5.4 5.712.2{10.9{10.3 i1
L4l 025354 91628 33T 860 3.27) 4.5 2.5(3.3] 1.1] 1.2} 2.3 1.9] 2.5| 4.7] 4.1] 4.9) 6.4'17.0'16.5112. 9] 24.4
1.5 24.672 8,681 15,991 AL 117 LT LY L6 .6 .3 .7 .8 .9 1.8| 5.7 5.6/ 6.3)12.7(12.0]11.7] 42.2
.6 23, 192] 8. 004 15. 138 48 84 .. .8{ 10| .5 .6/ 1.0 .5 .4 .5 6.8 81/ 87 90.582 7.5 2.7
1.3 9 780, 040 LTS3 9444,357 .52 1 b L2 L2) .85 L4 2.8 LR 1.4] 2.0; 7.9] 9.6[10.1{1C. 9115.6!15.5 551
1.5} 2,110.697| 1,193, 346] 947,351 @316 2, LA 211 1.2 .7 2.1} 1.7] 1.6; 2.4} 4.0] 4.3 5.2i12.0!10.6/10.4 5.5
Penmillvanla, wefeaedOoa ol .90 1L,17,32)F 491,34 625,977 L5010 1320 27 L9 L5) .6 .5 1.6/ .9 .6!1.0] 3.4 4.4] 5.5/11.6,10.3} 9.0] 3.9
jon IIi:
District of Co-
lumbia. .. .6 64, 581 19,356/ 45, 226) 2380132t .8 .7 L9l .8l 1) 4 .6 .6 .7} 7.6 8.7 9.513.2111.0{10.1
Maryland.. 1.2 224,631f 100, 491 124. 140} SSHn21 27 L3) L4 .7 L0023 .9 .8 1.5 3.7 4.5/ 5.012.7/1).310.6
North Carolina . 1.5 207,157 52, 56t 154,591 . G4 2.4 LY LE] L& .20 .5 .5 .5 1.0 4.6; 5.9] 6.2.13.812.5:11.9
Vi .7 127,710 45, 085 82,625, A2 L22] L9 1.3 L6 L5 .20 LT .4 .5 .9 5.0 52 ul 9.2] s.l‘-l 8.3
L3 149, 082! 57,308 91,778 .45 .58 2.5 1.2 100 .6l .41 131 .7 .5' .81 3.8! 5.2 5.8/10.2! 9.3] 8.7

: oo}
Bee footnotes on p. 89. 1




SO0CIAL SECURITY REVISION

¢ tnsurance, by State, June 49, 1949—Continued

4

7,
P

[Dats corrected to Scpt. 8, 1949)

tal aspects of

TABLE 1.—Selected data on fin

k-] 2 m s mﬂw m o S[NI0J Coe Hens onowon
m.m..ww.m €RESE8% | wwonsq unopun wpun £8€ H888 HE8sad
u.mvmqummMumw o IO Eoun awmewn
Mm.mmmmmm.mm.am imuojemg epun. § | SEY BESE Qugzss
L =3 A
6161 ‘vg oung s NoQ wmami Looann
3 popuo popad uuourg1 8 | #<g SLga £eigd o
—~ Dt MNTCS SOOI
& g §| &85 Sdsd eugies
- B0 - — OO W g SCTmNE
<5 2 8| €55 «egy dezdsg
B = T ane Tavo TRseo®
:.m =) ) Bdd oSS SOSNF
=] g Bed oizgd geidd
Mm m o Wy Ittt Nrirma OMW
25 ] 8 drsd H5gd dgdddg
umw = — CEEECEEE AL EED
um % 8 SEw HEdl Ceriddd
= — CUIDE OTNR OO TD
mw z | Lee rdux svies
3 —~ MITAVT -l D CHWHN
2 3 A Ned® BEded
¥t ‘g ount = R RS
- popud popidd ynow-zy o == - i alate
g ] | ceT Zunw esnden
3 g =
m ; g S2% %ees sEnead
o 3 2 - =
2 o EERECEEEEGEE R L]
MW m < P D e O {
5 % IR R
.w - = e BN WA~ CU e
mm b a VAT AngT ®IRutz
g4 S = CLEEGL L LR
2 M = BT Y RS PY P
k-3 —~ CER] E T
e g 8 Sein A
2 g 2
v E e
]
k] @ 6161 ‘0g & 223 9983
wwm&dmm oung popua syiuous gf S g ==
de S o[qe 825 BI8
m.w.w. wum -4ed 151y s1yausq Uj8 e S °
- - % = CA OO
R mwm mmmm 258%%
SPomq o iY SSvd Sedgea
& 20§ w_mq__n.:w spung < mwm mmum grgutz
g
2.3 T~ 3 ) E
5 o E35 €837 £3%8:38
58 3:2:5. oapsinuny € F55. 30985 FERANg
28
84 —a 2 Gama DR
g Y8 Y5R7 oa
] g ISINUp pUB sUKING o 2 ENSE ALURY
g -nqIue oapsnum) < ﬂm.m sREN BUIAEER
1 6%61 '0% ounf popua pojtad yjuoii-zy & TR OhaE Sa-naw
10] (Juord) $9181 UOIINGIIU0 JALoidd edeay £ et e T e T
)
d8ps 288
23k2 a RS
Tuni < i s
o S
Mw.ﬁm 238
@ Pl
g i g
0
3 s wmm
g g
B o EEE]
& ; =36




Region V1I:
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erritorics:
ka_... 1.4 15,726 5, 560, 10, 166 9| 2.31 .8} .2{ .9 .7 L.4] 2.5 5.9] 5.1} 4.9[17.8|18.5/12.0{11.3/11.6| 60.0] 66.3
Hawail._ .. LY 28,253 4,705 23,558 4 .4 ey .1 .2] .7] 1.2 7.0] 9.5| 7.9{11.8]11.3/10.1{10.2/10.7f 8.0 41.3
1 Preliminary estimates. Data do not fnclude effect of y contri from weekly benefit would be equal to that prevailing in the State during the second

employers.

2 Represents contributions, penalties, sud interest from emg)nyers: interest earned by
Btate sccounts in unemployment trust fund and reported by Treasury; and contributions
from employees. _Also Includes the excess of contributions on wages carned by railroad
workers throueh June 30, 1839, over the amounts transferred to the - .ilroad unemplovment

nsurance account, and refund of $41,000.000 by Federal Government to 13 States, Alasks,
and Hawail, collected on pay rolls for 1936 under title IX of the Sacial Sceurity Act.

2 Adjusted for volded benefit checks. Includes benefits paid to railroad workers
through June 30, 1939; excludes benefits paid under RUBS program.

4 Represents sum of balances at end of month in State clearing account an@emm-
payment account, and In Statc uncmployment trust fund account in Treasury.

¥ Excludes benefits paid under RUBS program.

6 Taxable wages as used here mean wages of $3,000 or Iess.  For some 8tates (or years in
which taxable wages were not identical with wages of $3,000 or less, an estimate was uscd.

7 Data in column 26 indicate what percentage of the covered workers employed In the
Stato during an average month in 1848 could from funds available on June 30, 1949, be
paid benefits for maximum duration under laws enacted by Sept. 1, 1949 (cxeept for
Alaska, Arizona, Maryland, North DaKota, and Wyoming, where the percentages do not
reflect the 1 d d on d d * all (1) the

quarter of 1849; and (2) ali claimants would be eligible for and would receive the maxi-
mum number of weeks of benefits payable under the State law. (For Michigan and
Wisconsln, claimants were assumed to have only 1 base-period employer.)

s Data in column 27 indicate what percentage of the covered workers employed in the
State during an average month in 1948 could, from funds available on June 30, 1849, be
paid all benefits due them if the State’s benefit formula were replaced by one providing
uniform duration of 26 weeks of benefits and a8 weekly benefit rate of 4o of high quarter

H witha 1 and (or according to a schedule with allow-
gnces for dependents which will yield the same average weekly benefit amount), and
assuming that all claimants would receive benefits for 26 weeks. The average weekly
benefit amount used for cach State in theso calculations was derived from distributions
of high quarter earnings of elisible claimants, which were built up from size-of-check
distribution reported by cach State.

¥ Excludes $200,000 i California, $50,000,000 in New Jersey, and $28,968,681 in Rhode
Island, withdrawn for payment of disability benefits.

10 Ratio for Wisconsin based on benefits and collections since Jan. 1, 1038,

11 Based on 23 States paying benefits Jan. 1, 138,

12 Based on 49 States paying benefits Jan. 1, 1039,

13 Less than 0.05 percent.
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CHART A
BENEFITS AND RESERVES AS PERCENT OF
TAXABLE WAGES, JUNE 30, 1949
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ADLQUACY OF RERFRVES

The funds available for benetite on June 30, 19149, agpregating 7.3 billion dollars
cold easily withstend the impact of o sharp rise in unewplovment,  The in-
creased benefit ontlave during the business deeline of the preceding months
resutted in only a ~slight drsio nationally sud, eseept for one or two States, the
ability of the funds to finanee heavy potentind honetit loads was not impaired.,

The sum of the H1-State reserves onJdune 30, 1909, was equal (o 9.3 pereent of
the preceding 12 months’ agaeregate tanable wages (table 1, column 25}, The
reserves varied simong the States not ondy in absolute dollar amounts, but also
when related to agaregate tianble wages in cach State,  The reserve ratio was
highest in Kentueky at 182 pereent, and exeeeded 13 pereent in 4 other States -
New || v, Mississippi, Montana and Nevada (ehart B, The percontages in
the remaining States were 120120 in 3, 1LO 11000 8, 10,0 10,9 in 11, 9.0 0.9
in 980 800 8 7.0 7900 3, and less than 7.0 pereent in 40 Fhe reserve as a
ratio of tanable wages was lowest in Massachusetts with 4.4 pereeant, and some-
what higher in Rhode Island, Alsbama, and Michigan with 6.2, 6.8 and 6.9 per-
cent, respeetively,

If the H1-State reserves had been combined into a pooled fund, an estimated
AR7 pereent of the covered workers employed during an average month of 1118
conld. ont of funds available on June 30, 1949, be paid benefits for maximum
duration provided nuder the most reeently enncted State laws (table 1, column
20, In fact, reserves in two States—Arizona and Mississippi—were more than
cnough to pay such benefits to atl employved covered workers,  Reserves in the
other States were Iarge enough to pay benelits for maximum duration to the
following pereentages of cmployved covered workers: 80.0-99.9 in 6, 60.0 -79.9 in
13, 40,0 39,0 in 24 and less than 40 percent in the remaining 6. The smallest
roportion of employed covered workers=-18.5 pereent—could e paid henefits
}ur maximum duration in Massachusetts, and next to the lowest, 286 pereent in
Rhade Island,

Mre, Aresmever. We tura to the second chart.
('The chart referred to is as follows:)

B
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CHARY 8
RESERVES AND BENEFITS AS PERCENT OF
TAXABLE WAGES, JUNE 30, 1949
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AGED AND CHILO BENEFIGIARIES OF OLO-AGE AND SURVIVORS INSURANGE ANO
RECIPIENTS OF OLD-AGE ASSISTANGE AND AID TO DEPENDENT CHILDREN
UNDER THE SOCIAL SECURITY ACY, FEBRUARY {936~NOVEMBER 1949
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Mre, Avemiver. There ave four lines, two dealing with the aged
and two dealing with childven,  An attempt has been made in that
chart to compare the changes in the number of recipionts of old-nge
assistance-—that is abbrovinted to OAA -~the top ling, and the number
of aged beneficiavies under old-age and survivory’ insuranee —OASL,
It will be noted that the inerease in the number of aged beneficiaviea
has been at 8 somewhat more vapid rate, in fact, 8 considerably more
rapid rate, than the inerenase in the number of old-age assistance
recipionts.

Semator Mitakis, Is that not due to the increasing age of the
system?

Mr. Arvrsever, Yer,  As the aystem grows older, the number of
yersons reaching retivement. age who have insuranee status inerenses,
Jut there ave still 2,700,000 old-age assistanes vecipients as compared

with 1,000,000 aged and survivors’ insurance beneficinrics,

Turning to the two dotted lines, it will be noted that the number
of childven veceiving aid to dependent. childrven, called ADC, is greater
thanithe number of child beneficiavies under the old-nge and sur-
vivors' insuvanee system,  Howover, if this chart were *ln'llu\r ann-
lyzed, that iy, the figures back of it, there is this very interesting
foature, and i think oncowraging feature, as regards the inmuranee
aystem. The number of clild beneficiavies under the insurance
system is entivaly valated to childron whose fathers have died.  They
are the sueviving childven of insured workeis who have died.  1If the
number of children receiving aid to dependent. children is analyzed,
it will be found that the number of childven receiving aid to dependent

60808-80=~pt, Lowaee
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children bocause of the death of the parent is somewhat less, as I recall,
than the numboer of child beneficiaries under the old-age and survivors’
insuranco system,

So, 8o far as orphan childven are concerned, the insuranco system
is really taking hold very effectively and keeping down the number
of dependent children who need to have aid to dependent children,
The reason why the total number of children under aid to dependent
children is greater, 1% million, compared with 600,000 old-nge and
survivors’ insuranco, is because a large number of these children are
dependent duo to the physical ineapacity of the father or the dis-
appearance of the father from the home,

Vo turn to the third chart.

(Tho chart referred to is as follows:)

EMPLOYED LABOR FORCE IN COVERED AND
NON-COVERED EMPLOYMENT UNDER HR.6000
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Mr. Aurasyes. That is an attempt to show the total number of
gainfully occupicd persons in this country, which adds up to close to
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64,000,000. The top part of the cirele shows the proportion of that
total who ave covered at any one time under the old-age and survi-
vors' insurance system, namely, 35,000,000, or 54.8 pereent. ‘The
section with the straight lines, no cross hatching but Iateral lines,
shows the additional coverage that would ocenre under H. R. 6000,
10,700,000, broken down by the urban self-cmployed, 4% million;
State and local government employment, 3.8 mil‘iun; domestic serv-
ice, 800,000, change in the definition of employee, 700,000; nonprofit
organizations, 600,000; agricultural processing off the farm, 200,000;
Federal civilian employment not covered under existing retirement
systems, 100,000,

That would still leave uncovered those groups mentioned in the
blank scctor of the cirele, namely, 18,100,000 persons.  Of those por-
sons the major groups that we have recommended be given considera-
tion so far as inclusion are agriculture self-employment, 5,000,000, the
farmers, in other words; hired agricultural workers, 2,200,000; and
domestic service, 900,000, domestic servants who would not be covered
under the definition of domestic sevvice in H. R, 6000.

Senator MinuikiN. What is your theory for coverage on solf-
employed and proprietors?

Mr. ALTMEVER, Because, as I think you had in mind when you
asked for those figures on the equity of farmers, that the amount
of savings of a large proportion of the farmers who are classified as
self-omployed is not greater, if as great, as the savings of employed
persons. So when they reach retirement age and their current
mcome disappears, they are in just as much need as employed persons
so far as having a small monthly cash income to supplement their
remaining resources, That is also true of the sclf-employed in the
cities. - Added to that fact is that the sclf-employed, that is, the
small employers in the cities, who are obliged to pay contributions
on behalf of their workers, feel especially aggricved because man
of them feel they are in no more assured financial status than their
moroe highly paid workers and therefore they are very—

Senator MiLuikin. They have a choice of whether they want to
become workers or whether they want to bo proprictors. If they
choose to be proprictors, they choose to take the opportunity for
larger gains than tho worker gets and suffer the chanco oPﬁlrger losses.
Is thore not an inconsistency’

Mr. ALTMEYER., Whether there is an inconsistency or not, there is
& problem there when thy reach 65 ycars of ago.

Senator MiLLigiN, I do not overlook the problem. It reminds
me of tho story they used to tell on tho late Senator Long, that ho
was talking to an audience and mentionin§ various forms of chaos.
After the meeting was over a couplo of fellows who attended the
meeting were talking about it and one asked tho other what ho
thought of the talk, and the answer was that there ought to be more
chaos. The existence of the problem does not automatically provide
the solution.

Mr. Avrmever, There is, of course, a great in and out movement
between the small self-employed person and the employed population.
Ono day a person may bo in business for himself, and tho next day
he may have gone out of business, either voluntarily or compulsorily,
and gono to work for somebody else. If his entire working lifetime
is not included, ho suffers so far as building up benefit rights,
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. Senetor MiLLIkRIN. Was not our basic theory that this should be
a system for the benefit of workers?

- Mr. AurMeYER. I do not recall that that was our basic theory.
I think we were thinking in terms of meoting the old-age problem in
a8 economical and effective manner as possihle.

- Senator MiLLikIN. Of course, the existing law is defined in terms
of workers.

* Mr. ALTMEYER. Oh, Tyes

Senator MiLLikIN. That gives somo clue as to what those who
drew it were thinking about.

Mr. AurMEYER. As I said yesterday, I believe, the committee on
economic security did recommend the extension to agriculture. So I
think the committeo was thinking of as universal coverage as possible
for those gainfully occupied, whether they were self-employed or
working for others, .

* Senator MiLLIkIN, Pursuing that theory that would mean & univer-
sal pension for those having a problem of old age.

Mr. ALTMEYER. Yes; but universal pension on a contributory basis.
. Senator MiLLIKIN. May I ask anothor question, Mr. Altmeyor? In
connection with the self-employed proprictor, what is your philosophy
for having a palx;mont or contributory system that 1s less than the
combined contribution of an employer and an employeo?

Mr. AutMEYER. I do not know that there is any theory. It is
merely 8 compromise betwecn having the self-employed person pay
only the employeo end of the contribution or paying both the employer
and the employee end.

- Senator MiLLIKIN, I am wondering if a person who by his voluntary
choice wishes to occupy the role of an employer and at the same time
have the social-security benefits of an employee, should not pay the
combined contribution.

- Mr. AurMeYER. You will run into some difficuities for the long-term
contributor if that is done, because the long-term higher income con-
tributor—by the long-term, I mean 40 years or so—would be paying
in & considorable sum as compared with benefits if he paid ;wice the
emg)loyee contribution, . .

., Senator MILLIKIN, I was just trying to get the logic of it. If
during that period of time he occupies the dual role of employer and
employee and wishes to take the benefits that may accruo to him as
an independent operator, an independent proprietor, and at the same
time the bencfits that accrue from being an employce &lso, why
should he not as & matter of logic pay tho combined rate? lsn'tit a
fact, as a practical matter, that we want to bring them in, so we give
them an attractive sop to accomplish the job?

« ‘Mr. AuTMEYER. As I'say, I don’t know there is any logic in it. It
is a compromise between two extreme positions.

+ Senator MiLLIkIN. It certainly is a compromise.

«'Mr. AurMEYER, Yes., . . . : .

Senator MiLLIKIN. But it also is a sop. I am just wondering how

we justifyit. + 10 o .

. Mr. AntmeveR.- As I say, thore is that one complication.

\ Senator Mituigin, Shall we be honest and justify it as & sop to
themin®, - "« ., - - .- o C

+ :Mr. Auzieysr. -No; I think thero is this real problem, Senator

Taft mentioned.-it a couple of Uays ago. - We have ‘to be sure in

2
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constructing this system that while we do insure a greater proportion
of the wage loss of the low-wage earner, we also insure a sufficient
Kroportion of tho wago loss of tho higher wage earner and not charge

im so much that he doesn’t get his monefr's worth in the long run. .

Senator MiLLixin. Why should you charge the fellow who rises
above the $3,000 lovel any more, considering benefits received, than
wae charge the fellow under $3,000? .

Mr. ALT™MEYER. They all pay the same percentage, whether they
are above or below, the employee pays the same percentage. There
is no difference. :

Senator MiLLikin. I thought it was developed the other day that
per dollar input against per dollar outtake, the fellow between $3,000
and $4,800 rango reccives less outtake.

Mr. AutmMeYER. Oh, yes,

Senator MiLLIKIN. In relation to the fellow from $3,000 and down
per dollar of input. :

Mr. AurMEYER, Yes, surely.

Senator MILLIKIN. Why slfould that be? )

Mr. ALTMEYER. Because you need to use a larger proportion of the
employer’s total contributions to insure a larger proportion of the wage
loss of the lower wage earner.

Senator Miruixin. But that does not alter the fact that by opera-
tion of just what you have been describing, the fellow from $3,000 to
34,800 is paying more per outtake than the fellow from $3,000 on

own. ‘

Mr. AutMeveR. That is right. .

Senator MiruikiN. Is that correct?

Mr. ALTMEYER. That is correct, but if——and there are two “if’s”
that I would inject thero. If the second step in the formula is made
15 percent instead of 10 percent, as we recommend, and if the annual
increment, that is, the increase in the benefit amount to each year of
contribution is retained at 1 percent, you do retain equity so far as the
long-term higher wage earner is concerned. It is only when you have
& long-term high wage earner that you then have to be carcful that the
contributions that he has paid on over a long lifetime are sufficient so
that he gots at least his money’s worth, -

You have different classes of insured workers. You have the single
worker, and you have the worker with dependents. Thero is no at-
tempt under this type of insurance, of course, to relate tho contribution
to whether a man is & single man or a married man. He may be a
single man today and a married man tomorrow, If he l;apﬁens to be.
a married man when he rotires or dies, there are certain dependent
benefits paid. As Senator Taft brought out, there is no exact relation-
ship maintained between the individual contribution and the individual.
benefit that may be paid in that case, but the employor’s contributions
are used more largely for the lower wage earner, for the aged worker,
the worker who was aged when he entered the system, and for the
worker with dependents. But in s0 using the employer’s contribution'
to a larger extent in those cases, tho single long-term high wage earnen
is still protected because the sort of bonefits that he gets are still iat
least his money’s worth. - - - VL ey

Senator MILLIKIN. Let’s assume that he gots his money’s worth.
That_does not answer what may be the problom of whother he is
contributing more per dollar of input in relation to the outtake than
fellows down lower.
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« Mr, ALTMEYER. Oh, there is no question about that. That is true
under the present law. Under the present law you have & break at
$50 a month. You allow 40 percent of the first $50, and you allow
10 percent of the average monthly wage over $50 up to $250 a month,
That means that a person whose average monthly wage is only $50
gets four times as much benefit per dollar of wage as is applicable to
the wage between $50 and $250 a month.

Senator MiLLixIN. That base is uniform all the way through.
;lilhe all get the benefit of that base, no matter how high you go from

e base.

Mr. AvrMeYER. That is right. Likewiso, all get the benefit of the
increased base proposed by the advisory council of the Ways and
Means Committee, and by us, I think that that is perhaps where
some of the confusion arises. All workers would get the advantage
of that uniform basic element, and then whether it is 10 or 15 percent,
then all workers are treated alike. But we recommend 15 porcent
instead of 10 percent to be sure that this element of individual equity
is taken care of.

Senator MiLLIKIN., The basic question that has been raised is
whether, in addition to that inequality that you have just buen
gt;llégxg about,” you have added another one between $3,000 and

,800.

Mr. AurMeYER. I think it figures out, Senator, that the $4,800
man will pay just about the same proportion of the cost of his henefits
Knder this revision as the $3,000 man would pay under the present

w.
Senator MiLLIKIN. You are going to give us some figures on that?

Mr. AurMeYer. Yes. The same relationship is maintained be-
tween contributions and benefits.

.The CuamMan. Doctor, on_the self-employed, under the House
bill, what is the estimate of the number who will come in as self-
employed? :

r. ALTMEYER. We estimate the urban self-employment that would
be taken in would be 4,500,000.

The CrairMAN. And then do you take in agriculture?

Mr. Avut™eEYER, No, there is no agriculture taken in under the
House bill. )

- The CHAIRMAN. Not even self-employed?

‘Mr. Avrmeyer. No, sir.

. The CrArMAN, So the farmer cannot come in, although he is
operating his own business. He is not permitted to come in.

Mr. AvrmMevER. That is right.

- The CuairMaN. The whole farm group is excluded except those,
about 200,000—- :

- Mr. AurMeYER. In the processing operations off the farm.

. The CuarrManN. Agricultural processing off the farm.

- Mr, ALTMEYER. Yes, sir. .
The CrairmMaN. All right, I just wanted to get that clear. What is

the payment required of the self-emploired?

: NE' ArLTMEYER. It is one and a half times the payment for the
employed. Senator Millikin was raising the questivn whether it
should not be doubled. . . .

o, T . 1
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The CHAalrMAN. What is it?

Mr. AurMEYER. The rate now is 1% percent. It went up to 1%
percent January 1. So it would be 2} percent.

The CuairMan. For the self-employed?

Mr. AurMEYER. For the self-employed. Eventually——

The Chairman. Does the same $3,600 limit apply there?

Mr. ALTMEYER. Yes.

The CHAIRMAN. And the $4,800 if your recommendation is taken?

Mr. ALTMEYER. Yes. But only cash income in the case of farmers
is taken into account.

The Cuairman. Yes. All right.

Mr. ALrMeYER. We turn to that chart which constitutes a map
of the United States.

(The chart referred to is as follows:)

ESTIMATED PERCENT OF EMPLOYED CIVILIAN
LABOR FORCE IN EMPLOYMENT COVERED BY

OLD-AGE AND SURVIVORS INSURANCE,BY STATE,
5 APRIL 1947
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Mr. AvLrMeveR. It will be noted that the estimated percent of the
employees civilian labor force covered under old-age and survivors’
insurance is much greater in the northeastern section of the country
than in the South or the West. It is a little surprising, perhaps, that
some of these far western States do not have the same percentage of
coverage as some of the northeastern States, California, for example.
But(,l that was a fact in April 1947. That is the last estimate that we
made. -

We turn to the next chart.

(The chart referred to is as follows:)
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OAS1 AGED BENEFICIARIES AND OAA RECIPIENTS
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Mr. Avrmrver. This is based upon June 1046 studies. It will be
notad that if the beneficiaries under old-age and survivors' insurance
and undor old-ago assistance are broken down as botween those residit
in rural counties and thoso residing in urban counties, in the rura
countivs 52 percent of tho totnl number of recipionts, both insurance
and assistanco, are old-agoe assistanco rocipienta,

Senator MiLrixin, Could you back up to the other chart, Doctor?
You montioned tho fact——-

Mr. Auvraeyxr. May I correst my statement, bocause T think I
made a misstatement,  Tho §2 porcent in tho rural counties relates
to tho total numbor of old-ago assistance rocipients, There are 48
porcent of tho total numboer of old-age assistance recipients in the
country residing in urban counties, and 52 pereent vesiding in rural
countics, aa contrasted with 24 pordent of tho tetal numboer of old-agoe
insurance boneficiarica residing in rural counties and 76 percont. resid-
ing in urban countics,

Sonator Mintixiy, Going back to the preceding chart, what is
iom‘ oxplanation of tho fact that Colorado and Utah and Arizona
havo from 45 to 54 Y\orcont of the omployed civilian Iabor forco in
engxloymout covered by old-ago and survivors’ insuranco?

" Mr, Aurmpysn, The, explanation must bo that, taking the (otsl
fiumbor of amployces—— : .

‘Sehator MiLLikiN, Docs it indicato that there is moro industrial
oemploymont thore than wo ordinarily thipk might oxist there?

Mr, Aurueysr, Yes, Tho percontage of courso is largely dopend-
ent upon the proportion of tho total geinfully occupied persons who
aro engagod in nonagricultural employmont. So whenover you come
acraes a relatively largo proportion, it is & very safe indication that
éht: proportion of the nonagricultural employment is highor in that

1
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Turning to the noxt chart, that merely again brings out the same
point, that the rural counties do not benefit as greatly as the urban
countics under the old-age and survivors' insurance system.

Then tho succoeding chart is captioned “Farm opoerators and
farm workers and QASL” that is old-nge and survivors’ insurance,
(The chart referred to is as follows:)

FARM OPERATORS AND FARM WORKERS
AND OASI
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Mr. Arrmrysi. There an important factor is brought out that
oven though farm operators and farm workers arve not in what is
called covered employment, that is, no contributions are collected
or benefits paid out on the income derived by farm operators and
farm workers; novertheless, beeause of the great in and out. movemont
between this uncovered employment and the covered employmont, a
considerable proportion of both the farm operators and the farin work-
ors havo made contributions, under the insurance systowm,  You will
notice that so far as thoe farm operators are concerned, 35 pereent
of the farm operators, 6,000,000 farm operators in this particular
tabulation, have contributed under tho old-age and survivors’ insur-
anco systom, but because they wero not in it a very long time, only
10% poroont have contributed cnough to acquire insured status.
Anothor 24X poroent havo contributed but are not insured. If thoy
aoquiro additional timo in covered amployment they may again
bocowmo insured, and thoir past period will of cowrso help them in
acquiring insured atatus, :

nator MinutxiN, low many persons in the system have wago
credits who have not qualifi

Mr. ArLusysr, About 80,000,000 as you will rocall, we vatimated
to bo the number of live porsons with wago credita.  About 46,000,000
of those have soms form of insured status, cither current or -l'ully
insured status, 36,000,000 do not have. o

g |

[



102 SOCIAL SECURITY REVISION

Senator MiLLikin, Doctor, would you give us one example cach of
the type of employment covered by this range of payment on the
chart you are now discussing, past the 156.5 percont and up to the
8.4 percent where the wage is from $3,600 to $4,199?

Mr. AummevEnr. You ave speaking of the next chart, are you,
Senator?

Senator Minnikin. I thought you were on the ehart headed “Pereent
of regularly employed workers with wages of $3,000 and over in 1940,
1944, and 1048.”  Am I too fast for you? Did 1 anticipate you?

Go ahead and lay your foundation,

Mr. Avtmever, 1 have finished with that other chart but ¥ did not
got your question on that.

(Tho chart referred to is as follows:)

PERCENT OF REGULARLY EMPLOYED
WORKERS WITH WAGES OF 3,000 AND
OVER IN 1940,1944 AND 1948
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Senator MiLuikin, You have 8.4 percent of the regularly employed
workers who have wages of $3,600 to $4,199. Give mo a typo of
worker who is in that range,

Mr. Avrmevenr. I don’t think 1 understand what you mean.

Senator MinLikin. A coal miner or a fur worker or a machinist or
what typoe of worker is in that range?

Mr, Avemeven. 1 think undoubtedly you are moving into the semi-
skilled group.

Senator MLy, Al right, now, 4.6 percent, which takes in
workers from $4,200 (o $4,799. Give me an example. Those are
definitely skilled, ave they not?

Mr. Avrmeyenr, Well, 1 think you are, yes.

Senntor MiLuikin, Give me o type of worker.

Mre. Avesmeyer. A machinist, for example.

Senator Minuikin, A coal miner, if he works?

Mr. Arvmeven, 1 don't reeall what the average income of the coal
miner is,

Senator MiLLIKIN. Now let's get up to the 8.4 pereent where the
wage is $4,800 and over.  What typo of workers are in that category?

Me. AursiyeRr. There you go into tho still more highly skilled and
professional groups with the $4,800 and over.

Sf\nntm Mituikin. Give mo some examples of those highly skilled
workers.

Mr. AumiEyer. The foromen, for example. I think you would
find some of the building trades skilled workers in that group.

Senator Hory. Chemists in some of the plants, plastics and so on.

Mr. Aursever. Thon you would have the professional groups
generally in that filld. The $4,800 stops there, you note. 'lqle 8.4
porcent are the ones getting over $4,800. That whole bar, in other
words, is not the gamut. that we aro recommending be covered under
tho increased maximum wago.

The next chart deals with tho break-down of the actual monthly
bonefits, which are called primary bonefits.

(The chart referred to is as follows:)

OAS1 PRIMARY BENEFITS

(AT END OF i948)
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Mr. Autmeyer. It will be noted that for both men and women the
most usual monthly benefit amount, tho primary benefit amoeunt, not
taking into account any payments for dependents, falls between $20
and ‘$h29.09. Tho averago for both men and women is about $26 per
month.

Senator MiLuikin, Under what circumstances do you get down as
low as $10?

Mr, AurMeYER. That is whero the person has been in a very brief
period of timo, becauso under the present law it is not the actual
averago wage whon tho porson was insured but the average wago as
dotermined by dividing tho total clapsed time since 1937 down to the
dato of rotiromont or death, taking that total clapsed time as a divisor
for the actual carnings in covered employment.  So you have a much
larger divisor in comparison with tho earnings under tho insurance
systom for those who have been in the insurance system a very briof
peoriod of timo,

_'That is one fundamental question confronting this committeo as to
how you will determino the averago monthly wage upon which monthly
benelits depond. Tho purpose of using the total clapsed timo as the
'divisor was, of course, to protect the system against those who would
be in a very short period of time, Their average monthly wage would
nutomatically go down because the divisor, as I say, would includo the
entiro elapsed time, not just the insured timo.

Sonator MitrikiN, Of thoso receiving insurance benofits, what per-
contago are mon and what percentage are women?

* Mr. AuTarYER. I haven't got the figuro added, but it is very inter-
esting to note that a very large proportion are women.

! Senator MiLLixin, That ran counter to my own impression. That
is why I asked the %uestion. .

© Mr. AteMEYRR. The reason is this, Senator: If you take only the
primary.bonefits, that is, tho benefits that are based sololy upon tho
wago earnor’s own wage history, then the number of male beneficiariea
for tho month of Juno 1049 was 631,600, and tho number of fomale
bonoficiaries, 169,100. But tho point is that a great many women
qualify as the wives of insured workors or as the widows of insured
workers. I don’t have those added up, but I will add them up and
give thom to you in just o minute.

Sonator MiLuigiN. I am not speaking of tho ‘secondary cffects.
Independent of that, what is tho porcentage? I think it would bo
iritercsting to have in tho record what is the percentago of women who,
a:‘; workers as such, aro recoiving bonefits as against the percontage
of men.

Mr. Aurmever. Twonty percent of the total, I would gucss, are
womon, and 80 percont are men. Just to indicate the great im-
ggrmnee 80 far as women are conoeined of these supplomentary

nefits, there are in addition to the 169,000 women workers who aro
drawing bonefits in their own rxght as workers, 263,300 widows, aged
widows, Thon thero are in addition almost 400,000 younger widows
with children. - : . "

nator Miuixin. I was somewhat’ surprised at the relative
hdighta of those bars on this graph, and that accounte forit. . °
r. Aumnn. This doesn’t deal with the: number, Senator.
deals with the average amount,/so it would not throw any
i A A - B A LS oL
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light on the number, 1t is just the averago amount of the primary
bonefits of men as compared with women.

Senator MiLuixinN, 1t deals with percent of beneficiaries,

Mr. Aurmever. It means the pereent of the men who are getting

these various amounts and the percent of the women who are getting

theso various nmounts, It is confusing.
We turn to the next chart.
(The chart referred to is as follows:)

OAS] AVERAGE PRIMARY BENEFITS AND
CONSUMERS' PRICES, 1940-1949
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Mr. Avrmiever, That merely indicates the well-known fact that
the average benefit under the old-age and survivors’ insurance system
has moved up less than 20 percont, about 19 percent, whereas con-
sumers prices have moved up about 70 pereent since 1039.

Scenator Miuuikin, Has anyone over suggested a practical systom
whoreby the benefits would have a direct and automatic relation to
tho cost of living?

Mr. Auvrmever, No. That is & problom concerning actuariea
gonerally, how to do that in an insurance systom.

Sonator MinuixiN, No one has come up with anything feasible yot?

Mr. AurMEYER, No, sir, 1 haven't scen anything.

Senator MiLrixin. That is another way of saying that this is not
a static_subject and that the laws will havo to bo changed as the
purchasing value varies; is that correct?

Mr. AuTMeYER. Yes, sir.

Wo turn to tho next chart.
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(The chart referred to is as follows:)
OAS! BENEFICIARIES AT THE END OF EACH YEAR
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Mr. AumMeYER. This chart breaks down the old-age and survivors’
insurance beneficiaries. It will bo noted that, in addition to the so-
colled primary benefits being paid to about 1,250,000 at the end of
1949, there are a greator number who are drawing as the widows or
the children or the parents or tho aged wife of the insured worker.

* We turn next to the chart that is headed “Old-age and survivors,
administrative cxpenses.”
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(Tho chart referred to is as follows:)

'OASI ADMINISTRATIVE EXPENSES™ AS A
PERCENT OF CONTRIBUTIONS COLLECTED

PERCENT
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Mr. AurMEYER. It will be noted that this chart relates adminis-
trative expenses to the contributions collected; and, of course, with
the increase in the rate of contribution on January 1, the percentage
attributable to administrative expenses goes down automatically to
2.6 percent.

Senator MiLLigkiN. How does that relate to the administrative
expenses for private insurance systems?

fr. ALTMEYER. It is very much less. In fairness to the private
insurance companies, I don't think it is strictly comparable, because
there are no acquisition costs here, for example, and no competitive
expenses of any kind.

nator MILLIKIN. You have a larger number of persons in the
system over which to spread your overhead.

Mr. ALT™MBYER. Yes, sit. 'We can résort to mechanieal bookkeep-
ing methods, for example, which keep down the expense considerably.

nator MiLLikiN. How does this figure compare with similar
systems in other countries?

Mr. ALtMEYER. I think that our administrative expenses are con-
siderably less than the administrative expenses of any other system
in (ihef world, largely because of our mechanization of the bookkeeping
end of it.

Senator MiLuikiN. Have you got anything on that?

Mr. AutmMEYER. As compared with other countries?

Senator MirLIKIN. Yes.
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Mr, Ai7ueYER, I don’t recall, but I will look to seo if we can find
something,

Sanator MiLLIKIN. I don't regard it as of decisive importance, but
if you have something, let us have it.

nator Hory. How does the volume compare?

Mr. AutMeyeR. Our system, of course, is many times larger than
that of any other country in the world,

Senator MiLuixin. I doubt for that reason whethor it would be of
any usefulness in & comparison.

Ir. Arrmever, Of course, sometimes you reach the optimum
point so far as size is concerned.  Instead of the cost declining, it may
increase when you reach a certain point. For instance, you will bo
intorested to know that when wo were establishing this system in
1037—that is when it went into effect—we had an insurance export
advise us as to how wo should sot up the organization, and he frankly
told us that we could not operate on a centralized basis because of the
sheor volumo of work. He recommended a break-down, as 1 reeall,
into 12 regions completely self-sustaining, so to speak. Wo were so
impressed by his insistence that we would have a break-down because
of the sheer volume that wo set up 12 production lines, 3o to speak,
but at a contralized point so that wo could watch them, the theory
boing that if one of them broke down in tho processing, the other oncs
coulg continue while wo straightenad out the one that was breaking
down. Fortunately, none of them broke down, and we moved to
consolidate all 12 production lines into 1,

Senator MiLLikiN. We will have to give you a new building ono
of theso days.

Mr. ALTMEYER. Senator, you are on a very very sensitivo subjeet,
I am willing to testify that wo have the worst working conditions of
any group of Govornment employees. Wao have our peoplo in Balti-
more in an old warchouse typo of building on the water front. The
lighting, the heating, the odors—because it is occupied in part by light
manufacturing—are indeseribable.

Senator MiLLixiN. I have scen your horror photographs on that,
and I am quite impressed. I am inclined to beliove that you do need
now quarters,

Mr. AurMeveR. We have asked for now quarters since the beginning
but becauso of Congress being ocoupied with other mattors we haven’t
actually gotten the authorization, and therefore thero hasn’t been the
opportunity even to mako plaus for a new building. I appreciate
your bringing that up.

_+Wo turn to the next chart, which is headed “Old-age and survivors
insurance administrative exponses as a percent of benefit paymeonts.”

Ve
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(The chart referred to is as follows:)

OAS! ADMINISTRATIVE EXPENSES® AS
A PERCENT OF BENEFIT PAYMENTS
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. hl[r.. AurMeyer. There it will bo noted that tho percentage is
declining——

hSona?tor MiLuikin. Could you use the Pentagon Building by any
chance

Mr. Aurmever. We would be glad to use the Pentagon Building
or any part thoreof.

Senator MintikiN, You may have something there.

Mr. AuvrMeyer. Wo aro all engaged in security of ono kind or
another, so it might be quite ap ropriate.

This chart shows a steady declino in the cost of administrative
expenses as related to benofit payments.  Of course, in 1941 when
the monthly benefit payments were just starting, the cost was very
high. As the monthly beneficiary payments increase, the cost is
going down steadily. 'As 1 testified soveral days ago, we anticipate
that within the near future it will be down to 3 porcent of benefit
paymonts.

nator MiLuikin. Has any outsido efficiency outfit ever checked
your operations, someons not under your own employ or under your
own suggestion?

Mr. AurMeyER, Wo have had hundreds of efficiency men call upon
us, and wo havo constantly with us representatives of the International
Business Machines Corp. to advise us on ways and means of offoc-

60805—8§0--pt. 1——-8
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tuating cconomies in the handling of our bookkeeping. Then wo
have our own group constantly studying ways and means to improve
the operation.

Senator Mivuikiy, Has any outside disintercsted efficiency outfit
ever givon you a check-over?

Mr. Aurmever., No; but we have had & great many insurance ex-

- perts there, and we have received many letters of commendation from

theso insurance experts who have ealled.  We have had comptrollers
study our operations, the comptrollers of private organizations,

Scnator Mitkin, You see, we would have to have a disinterested
survey before we could give you this building and know how big it
should be.

Mre., Avrmever. These gontlemen have all been disinterested, I
think. They have been very helpful in observing our operations,

We turn to the next chart,

(The chart referred to is as follows:)

LEVEL PREMIUM COSTS' OF H.R.2893 AND H.R. 6000
COMPARED WITH PRESENT ACT-INTERMEDIATE ESTIMATE®
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Mr. Avvmever. This is a bar chart in which we have attempted
to show the estimated cost of H. R, 6000 as compared with the
estimated cost of the present law, and of H. R. 2803 which was the
bill intraduced & year ago incorporating the Administration’s recom-
mendations. It will be noticed that with the level wage assumption
as 1 have previously stated, H. R, 6000 is expected to cost about 6.2
pereent of pay roll if based upon a static wage, and about 3.1 if based
upon an inereasing wage for the futuve.

Turning to H. R. 2803, it is cstinated that on a static wage tho
cost would be 7.4 percent of pay roll; on an increasing wage, 6 percent
of pay roll,

‘urning to the present law, it is interesting to note that the actuarics
were slightly overpessimistic when they made their original estimato,
You will notice that it was pretty close to 8 pereent of pay roll, whereas
their Iatest estimate is about 4% peveent.  That is an intevmediato
estimate.  On favorable assumptions, it would fall below 4 percent,

Senator Minuikin. What is H. R, 28037

The Cuairman. That was the bill introduced originally.

Mr. Antmever. That was introduced a year ago by Chairman
Doughton at the request of the President, incorporating the Admin-
istration’s recommendations, The cost of that, vou will notice, is
somewhat higher thun the cost of H. R, 6000, However, the recom-
mendations that I have presented to you today, while varying slightly
from H. R. 2893, would keep the cost about tho same as originally
estimated for H. R. 2803

Senator MinLikix. Under any theory your latest estimate of the
present Act, H. R. 6000, under cither of the assumptions used,
ropresents an increase over tho present act.

. Mr. AurmeyeRr. Over the present estimate of the present act; yos,
sir,

We turn to the next chart, which deals with old-age assistance.
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chart referred to is as follows:)

PER LOOO POPULATION AGED 65 AND OVER, JUNE 1940~49
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Mr. ALTMEYER. You will note the great increase since 1940 in the
number of recipients of old-age assistance in the States. This chart
doesn’t carry ugh until tho present moment. If it did, it would
show 2,700,000 recipients of old-age assistance in the various States,
[ Senator MiLLikIN. May I go back to the preceding chart? What is
the present United States pay roll?

Mr. AuTMEYER. The United States as a whole?

Senator MiLuikiN. The total pay roll.

Mr. ALTMEYER. Wo estimate that the pay roll that would be covered
under the insurance system, if we had practically universal coverage,
would be about 150 billion dollars,

Senator MILLIKIN. So, compared to percent of pay roll, what would
be the money increase under the bars of the preccdinf{cxhibit relatine
the latest estimate to the level wage assumption of H. R. 6000?

Mr. ALtMeYER. The present rate of 3 percent—that is the rate
that is being collected at the present time—is estimated to bring in
about 2 billion 700 million dollars. On a 150-billion-dollar pay roll it
would bring in 4}% billion dollars,

The next chart, as I said, deals with old-agoe assistance. In order
to take account of the increasing aged population, we have that socord
line called the Recipiont rate. That is tho rate of recipients of old-gge
assistance as compared with the total number of persons 65 yearr. of
age in this country. That rate wont down considerably from 1941 to
1945, largely becauss these older workers were able to obtain employ-
ment in war industries and because their childven were in a better
position to help them than is the case today. .

Senator MiLuikiN. That gives us a striking illustration of the
thing you were talking about earlier, of maintaining as much employ-
ment among the aged as possible, does it not?

Mr. ALTMEYER. Yes, sir. .

Senator MiLLikIN. The graph also represents an increasing liberali-
zation in the States of old-age assistance, does it not?

_ Mr, ALTmEyER. I think there has been a tendency to increaso the
liberality of the eligibility recgnirements in the States.

We turn to the next chart, which is captioned, “Monthly Number of
Children Receiving Aid to Dependent’Children.”
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(Tho chart reforred to-is as follows:)

MONTHLY NUMBER OF CHILDREN RECEIVING AID TO DEPENDENT CHILOREN
AND JUNE RECIPIENT RATES, JUNE 1940-1949
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Mr. AvrmevER. There again we have the phenomenon of a decline
in the number of childron receiving this aid from 1941 to 1945, and a
vegy sharp increase sinco then.

onator Mi1LLIKIN. What is tho break-off age?

Mr. AvrMeyer. Eighteon.

Wo turn to tho next chart, which deals with the average monthly
payment in the States for the various forms of public assistance.

(The chart referred to is as follows:)
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Mr. AurMmever. Old-age assistance is tho first column, aid to
dependent children is the second, aid to the blind is the third. Those
threo are all federally aided. The fourth is the category that is called
genoral assistance, covering people who for one reason or another
cannot qualify under the existing three categories in the Social Security
Act. These statistics are for June 1949.

If you turn to old-age assistance you will notice that the average
monthly payment for June 1949 was $43.60 for the country as a
whole. It is somewhat higher now, However, that average varies
greatly from State to State, the highest averago being in California,
$70.65, and the lowest in Mississippi, $18.80.

Senator MILLIKIN. I have heard recently that Colorado has nosed
out California on that. Is that correct?

Mr. ALTMEYER, Yes; 8o far as the monthly averagoe is concerned.

Senator MiLLIKIN, Back to the preceding chart, Doctor, once
again we have an illustration that tho benefits being received aro
running higher than the increase in unemployment. Is that not
correct

Mr. AvrmieyER. That is correct; yes.

Sonator MiLLikin. Doctor, may I ask you about this chart which
shows tho average monthly paymonts State by State for old-ago
assistanco, and so forth, are there any special explanatory things that
should be said to explain the relativ g ow rate of old-age assistance
in some of the States? I mean are there compensating factors that
might explain it, or is it just the fact that the States are relatively

poor

Mr. AvrMiyEr. I think that the latter is the largest factor, that in
the States with tho low per capits income the average monthly
payments are lower than in States with higher per capita income, but
thero is not an absolutely 100 percont corrclation.

Senator MiLLikIN. Are thore any compensating assistance schemes
that might be considered to be supglemontary to the old-age assistance
pr?&ram in those particular States

r. ALTMEYER, I think the fact that you have these beneficiarics
under old-age and survivors’ insurance more largely concontrated in
tho high-income States than the low-income States does add to the
disparity betwcen the two States. That is to say, the highly in-
dustrialired States are also the higher per capita income States, and
in those States you have a larger proportion drawing old-age insurance
benefits than in the low-income States.

Turning to aid to dependent children, the average family—I
want to emphasize that this is per family, not per child—is $72.71.
That includes tho caretaker and an average of a little over two children
per family. So that average of $72.71 must cover the needs of three
people as compared with the average of $43.60 covering the need of
ono person under old-age assistance. Again there is groat variation
illlxi til(lie States as to the average payment por family for aid to dependent

ren,

The third column deals with aid to the blind.

Senator MiLLIKIN. Are there any outstdnding differcnces by States
between the amount of old-age assistance and the aid to dependent
children, or do they run along Spreu,y well togother? I notice that the
chart is not uniform State by State. '

!
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Mr. ALtMEYER, Lot’s take Colorado for example. Colorado, so far
as the averago monthly old-age assistanco payment is concerned, is
third from the top in this particular chart, and as you suggested a few
minutes ago, it is at the top so far as the recent figures are concerned,
but if you turn to aid to dependent children it is down about the
middle of thoe array.

Senator MiLLikiN, Does not the larger amount of public assistance
to the adults help somewhat in reducing the amount of aid to children?

Mr. AvTaeveRr. No; I don’t think so, Senator, because in old-age
assistance you have families for the most part where there are no
children, and vice versa. 1 think there is no compensating factor to
explain the disparity between those two averages in CoFomdo, for
example, and I think you will find similar illustrations in other States.

Turning to the third column, aid to the blind, there again the
average for the United States as a whole is $45, but it varies between
the States from $22.13 in Kentucky to $82.54 in California.

The fourth column deals with general assistance, where the averago
is $47.92 per case, not per individual but per case, and varies from
$73.16 in New York to $10.90 in Mississippi.

That last column I think should be considered in connection with
the next chart, which is headed “General assistance.”
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(The chart referred to is as follows:)

GENERAL ASSISTANCE: DISTRIBUTION OF EXPENDITURES FOR
ASSISTANCE BY SOURCE OF FUNDS, FISGAL YEAR 1948-i349
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Mr. ALtMEYER. General assistance is financed entirely out of State
and local funds. There is no Federal participation. If you look at
the chart that you f'ust turned to, you will see that there are seven
States where general assistanco is paid for entirely out of State funds,
and an eighth one, Louisiana, where it is paid for practically entirely
out of State funds. Then, at the bottom of the page you will note
that there aro 15 States where the cost of general assistance is paid
for entirely out of local funds, with no State participation whatsoever.
Then, between those two extremes you will see States where there is
joint State and local participation in the cost of the general assistance.

Senator MirLIKIN, I8 it correct to say, roughly, that in those States
where the Public-assist.ance rate is high relative to matching funds, the
amount of gencral assistance is low? I notice that Caﬁfomin, for
example, in the chart which we are now discussing, does not have any
gencral assistance, but it has a very high rate of what you described as
public assistance in the preceding chart.

Mr. AttMeYER, Senator, I think you have to distinguish between
the avemﬁe monthly payment amount, which is contained in that
previous chart.  California, for example, has a $50.06 average monthly
payment for 'lgeneml assistance as compared with $70.556 for old-age
assistance. This other chart is merely a break-down——

Senator MiLLikiN. I can see that my ppint is not valid.

Mr. ALtMEYER. This other chart is merely a break-down to show
how much the States participate in the cost of the total.

Senator MiLLikiN, That 1s right. I can see that there is nothing
to that point.

Mr. ALtseYER. The next chart shows the average per capita income
for the 3-year period 1946 to 1948, inclusive, as calculated by the
Department of Commerce, by States.

— s &
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(The chart referred to is as follows:)

AVERAGE PER CAPITA INCOME, 1946-1948
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Mr. AvtueyeR, The average for the United States as a whole is
shown as $1,315 per annum, and that varies for the States between
Nevada, $1,764 per annum, and Missjssippi, $674 per_ annum.

Senator MiLuigIN. Colorado is doing pretty good, considering its
per capita incowne,

Mr. ALTMEYER. So far as old-age assistanée is concerned?

Senator MiLLIKIN, Yes. I was just,getting a little plug in for
my own State. .

i
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Mr. ALTMEYER. Yes. I think this is of significance in considering
this whole subject of Federal matching.

The final chart wmerely undertakes to summarize the various
changes that Congress has made in the Federal matching, the Federal
share of expenditures for public assistance.

(The chart referred to is as follows:)

PROVISIONS FOR FEDERAL PARTICIPATION IN PAYMENTS OF PUBLIC ASSISTANCE
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Mr. AuTMEYER. You will note that under the 1935 original act the
maximum was $30 for old-age assistance and aid to the blind, and the
matching Federal share of expenditures was one-half. In the case of
aid to dependent children the maximum was $18 for the first child
$12 for additional children, and the Federal matching was onc-third
up to those maximums.

Then in 1939 the Congress changed the maximums for old-age
assistance and aid to the blind to $40. It left the maximum for
children at $18 for the first child and $12 for succeeding children, but
did change the matching ratio for children from one-third to one-half.

In 1946 Congress changed the matching ratio from a flat 50-50 to
two-thirds of tge first $15 of average payment, plus one-half of the
balance in the case of old-age assistance and aid to the blind; and
two-thiras of the first $9 average per child and onc-half of the balance
in connection with aid to dopendent children. It raised the maxi-
mums also from $40 to $45 for old-age assistance and aid to the blind,
and from $18 to $24 for the first cluld and from $12 to $15 for suc-
ceeding children. That is the first of the so-called McFarland
amendments.
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Senator MiLLikin, Now you are coming to the Eightieth Congress.
Tell us about that.

Mr. Avrmever. The Eightieth Congress changed the maximum for
old-age assistance and aid to the blind from $45 to $50, for the first
child from $24 to $27, additional children from $15 to $18. It upped
the Federal matching ratio to three-fourths of the first $20 average,
plus one-half the balance in the case of old-age assistance and aid to
the blind, and three-fourths of the first $12 and one-half of the balance
in the case of aid to dependent children.

H. R. 6000 as passed by the House retains the present maximums,
except that in the case of children it also allows the carctaker to be
considered as a recipient, and it changes the matching ratio to four-
fifths of the first $25 average payment, one-half of the next $10, and
one-third of the balance in the case of old-age assistance and aid to
the blind. In the case of aid to dependent children it is four-fifths of
the first $15 average payment, one-half of the next $6, and one-third
of the balance.

That concludes my presentation, Mr. Chairman.

The CramrMAN. Are there any further questions, Senator?

Senator MiLLikiN, I don’t know, Mr. Chairman, whether this is
an appropriate time to get into this, Are you gentlemen going to
present any testimony on the reserve fund?

Mr. Avtmeyer. The present amount and how it will run?

Senator MiLLixiN, The whole system, the reserve fund.

Mr. ALtMeYER. 1 think you will find the figures in the report of the
Ways and Means Committee, & separate pamphlet.

Senator MiLLikiN. I know it is there, but I want the philosophy
of it. Are you going to give us (myt.hing on that?

l1:/Ir. f{\LTMEYER. I%mdu’b intended to, but I would be glad to discuss
it briefly.

Senator MiLLikIN. Is it agreeable to you, Mr. Chairman, that we
make a start at it between now and 127

The Caainman. Yes;if you are prepared, Doctor.  You aro familiar
with it, I know.

Mr. AuTMEYER. I am somewhat familiar with it.

The CuarMaN. You you lived with it for a long time.

Mr. AvrMEYER. I think we touched on it yesterday somewhat.

Congress must decide, it soems to me, whether this is going to be a
self-sustaining system or whether it is going to bo subsidized in part
out of general funds. The situation is still unclear so far as the present
law is concerned as to what the long-rango {)olicy is as rogards whether
this will be com?lotely self-sustaining or whether it will eventually be
subsidized out of general funds. Thero is the amendment in 1943, the
Murray amendment, which underwrites the financial solvency of tho
insurance system in the event that the cash contributions in the futuro
at any time become inadequate. But there is no prohibition, of
course, and there cannot be, as regards whether the Congress at some
future time will raise the contribution rate sufficiently to make it
self-sustaining.

The characteristic of any old-age retirement plan which takes into
account the length of time that a person has contributed or the length
of time he has been insured is one of increasing costs over the years
until & point of maturity or stability is reached, which may be 50
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years because it must take into account the lifetime of present young
workers.

There are various ways of trying to meet that problem of increasing
coste.  One extreme way would bo just to levy cnough cach year to
cover the expenditures of that year. If that were done, and if the
system were still to be on a self-sustaining basis, the oventual con-
tribution rate for a system that had a level premium rate that I have
mentioned in previous testimony, might run up to as much as 12
pereent, shared in some proportion,

Senator MiLLikiN, When would that come, Doctor?

Mr. ALtMEYER. That would not come until probably 50 years
henee, but it would move up in that direction.

Senator MiLuikin, What would it be at the present time on a
pn}y\'—as-you-go basis?

fr. ALTMEYER. On a pay-as-you-go basis, as I have pointed out,
we will be collecting more at the combined 3-percent rate than we
arve paying out, so it would not be necessary to have the present com-
bined rate of 3 percent if you were on a pay-as-you-go basis.

Scnator MiLLIkIN. But at the present time, if we were on a pay-as-
you-go basis, what percentage of pay roll would be necessary?

The CuarrmaN., Do you mean that under the existing law the
present annual rate of expenditure is about 1 percent on a pay-as-

- you-go basis? Under H. R. 6000 it would be some more but how
much more.

Mr. Autmever, The report of the committeo captioned, “Actuarial
Cost Estimates for Eapanded Coverage and Liberalized Benefits
Proposed for tho Old-Age and Survivors Insurance System by H. R.
6000,” issued October 3, on page 8 gives a low estimate of 3.32 percent
of covvl:lred pay roll, and a high estimate of 1.49 percent of covered

ay roll.
P genabor MiLuikin. That is on a pay-as-you-go basis, assuming the
effectiveness of H. R. 6000 at the present time?

Mr. ALTMEYER. Yes, sir.

Senator MiLLikiN, Independent of H, R. 6000, and with the law
as it exists, taking into consideration the increased rates which took
place earlier in the year, we are now collecting about 2 per cent more
than is necessary to finance the system on a pay-as-you-go basis?

Mr. AvrmeyER. That is right.

Scnator MiLLikin. What is the amount of money in our trust fund?

Mvr. ALTMEYER. It runs over $11,000,000.

The CuairMan. Doctor, on universal coverage what is your
estimate? What percentage would be necessary on a pay-as-you-go
basis if you had universal coverage?

Mr. ALtMEYER. For the amendments vhat we have suggested?

q The ?CHAIRMAN. You don’t suggest complete universal coverage
0 you?

x\)fr. AuTMEYER., There are a few out, but we would estimate that
the level premium would be about 6 percent. I don’t recall what the
initial percentage would be in the first year of coverage.

Senator MILLIKIN. It would be slightly more than H. R. 6000.

Mr. AuTMEYER. Slightly more than the House, yes.

As I said, that is one position, that you collect only enough to cover
the expenditures in a given year.
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The other extremo is that you start out with this so-called level
t;ﬁ;emium which, if you collect from the beginning, will be sufficient to

ance the system without any further increases.

No; there is a still further extreme, that you collect enough so that
the system is full{ funded; so that if the Congress decided it was
going to go out of the business entirely and turn it over to private
1nsurance companies, it could turn over enough assets to cover all
future liabilities. I don’t think anybody has ever suggested that
extreme.

The level premium, though, doesn’t go to that extent. It is a
concept which is, as its name indicates, that you will collect enough
from the b(iFinning 80 that you have enough of a reserve whose interest
when added to the current collections will enable you to kecp on this
level. Although you couldn’t go out of business and have enough
assets to refund the whole system, you would nevertheless not %e
under the necessity of raising the rate of contribution.

I think the important thing, whether it is on a pay-as-you-go basis
or & level premium basis, is first to decide whether you want this on a
self-sustaining basis or whether you are willing to consider eventual
Government subsidy. That in turn is controlled by what I think
should be the main consideration, that the Congress bear in mind
what the future costs are going to be and that whichever decision is
made, it is made in the light of an understanding that we must legis-
late not simply for today but for the future, so that we will have a
definite and sound financial basis for this system. .

Senator M1LLikIN, Coming to the charge that there is an ultimate
double liability on the taxpayer, is it correct that at the present time
the payments are made to the Treasury, the Treasury notifies the
trustees of the social-security fund that they have a credit of so much,
the trustees of the social-security fund say, “Give us some bonds,”
and the Treasury issues a speciol type of bond to cover the trans-
action; the funds thus collected and in the hands of the Treasury then
go for general expenditures? How do you meet the argument that
ultimately, if recourse must be made to the reserve fund, the money
will have to be raised again?

Mr. AvrMeEYER. The money will not have to be raised again for
social-security purposes, of course. What has happened is that the
Congress has not levied sufficient funds to take care of certain neces-
sary non-social-security purposes, and has preferred to borrow from
this trust fund and give the obligations of the United States to the
fund in return for that borrowing.

Senator MituiriN. That happens when those funds are spent for
general purposes, and those funds-are simultaneously covered by bonds
which are held by the social-security system.

Mr, AurMeYER. Yes.

Senator MiLLigiN. But I come back to my question: If we should
come t0 a time when we want to draw on that reserve, the charge is
made that we would just have to go out and collect the money again .
to redeem the bond. .

Mr. ALTMEYER, Or you could at that time do what you could do
today. Instead of borrowing from the trust fund, you could borrow
from the banks and other financial institutions of the country, and
you would be carrying on exactly the same financial transaction then

«
i
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that you would be carrying on today to meet certain non-social-
security payments,

Senator MirrikiN, That would continue your indebtedness to that
extent,

Mr. AurMeYER, Yes, but your indebtedness at that future time
would be that much less. The total outstanding indebtedness in the
hands of the general public would be that much %ess. That is to say,
the effect is that this $11,000,000,000, instead of being held by private
investors throughout the country, is held by this trust fund, an({) there-
fore your total Government debt in the hands of private investors
today is that much less. So, when you reach a point that you need
to pay out something from this trust fund, the Federal Government
is in a better financial situation because the amount of its obligations
in the hands of private investors is that much loss.

Senator MiLnikiN. It has to raise the money to buy the bonds
from the private investors. Is that not right?

Mr: AurmeysRr, That isvight.

Senator MiLLixiN. That brings us to the same place where we
started.

Mr. AutMeYER, Except that the total financial burden of that
particular fiscal year is that much less.

Senator MiLLIKIN. You have reduced your debt by using public
funds for the purpose, and the public funds were raised by taxation.

Mr. Aurmeyer. Yes,  The trust fund, so far as the Federal Govern-
ment is concerned, is a device to put the Government in & future
vear in a better financial situation than it would be without the
trust fund. All that, as you know, is discussed in the report of the
advisory council to this committce. It has been discussed by the
social security committees of the American Life Convention, the Life
Insurance Associntion of America, and the National Association of
Life Underwriters. I think they have all reached the conclusion that
this operation is a sound one and the only one that can be carried or.
if there is going to be any fund whatsoover. It does not involve
double taxation, and it does put the Government in o better financial
position in the future.

Senator MiLLixiN. I respectfully suggest that you have not made
it clear that it does not involve double taxation., I am familiar with
the reports to which you refor. People reading those reports continue
to have the questions in miud that I have propounded to you. In
other words, if you were running a private life insurance company,
Yyour reserves are assets.

Mr. AurMeYER. They are put in the same sort of obligations.

Senator MiLLikiN. But they are the assets of a private insurance
company. When it gets ready to draw on theso assets, it has some-
thing which will yicl(f money without increasing its own indebtedness
and without requiring further assessment on its stockholders.

Mr. ALtseYER. Put it this way, then, Senator. Suppose that there
was a balanced budget—— .

The Cuamman. And we didn’t owe any money.

Mr. Aurmeyer. No. This actually did happen a year and a half

ago.
gSenntor MiLuikin, What Congress was here then?
Mr. AurMeYER. I have forgotten, Senator. I would like to
forget.
60805—50—pt. 1—9
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" As I recall, about a year and a half ago the Treasury did actually
purchase Government obligations on the open market because there
was a surplus. That makes it clear, I think, just what happens in
connection with this trust fund. The net effect is that this trust
fund holds obligations that would otherwiss be held by the general
public. Those obligations would have to be sold to the general
public, and they would have had to be redeemied and the interest
paid, regardless of social security.

Senator MiLLikIN, I think that is all true, but you have to rolate
that then to what you are intending to do to social security.

* Mr. ALTMEYER. Right. Then you reach the time when you want
to use some of the money represented by those obligations held b
the trust fund instead of by the general public. If you have a an
anced budget and a little bit more to retire Government obligations,
then you can retire those obligations as a part of the financial opera-
tions of the Government.

Senator MiLLIkIN. Then doesn’t it come to this, that unless by
these operations you are decreasing your public indebtedness to the
extent that you use these funds for general revenue purposes, you are
in fact increasing your indebtedness? Docs it not come to that?

Mr. ALtMeYER. Unless you are decreasing the amount of the public
indebtedness in the hands of private investors, that is right.

Senator MiLvikiN. That brings you to the affirmative suggestion
which has been made that these funds should be used for the reduction
of the debt and thus should keep your books in balance, and that
unless you do that, if you spend the money, in contrast, without reduc-
ing your indebtedness by a similar amount, you are simply adding to
your indebtedness and ultimately will have to pay twice. Does it
not come to that?

- Mr, AuMeYER. Tho insured beneficiaries don’t pay twice. No;
~ they do not.

‘.« Senator MiLLikIN, I am not talking.about the insured bencficiaries.

I am talking about the taxpayer.

- Mr., AnrMEYER. He is not paying twice for the same purposo.

., Senator MiLixiN. In any event, you pay twice to cover the
operation of the system.

* *Mr. ALTMEYER. Senator, the word “twice”’——

¢+ Senator MiLuikiN, Unless l);ou operate your system in a way that

ou reduce the Nation’s indebtedness by the amount that you spend

or general revenue purposes, are you not building up debts rather than

reserves? .

- Mr. AtiueyeRr. Putting it another way, to make your point
. ptroriger, if it is contended that because of the social security recoipts

Congress is going to spend that much more currently for other pur-

Senator MLk, ‘That is what it is going to do.
¢ Mr,’AuLT™MEYER, Not because of these receipts. . .
* Senator MiLLIKIN, But because it has the receipts with which to

spend. e

jml\lrﬁ AvmueyER. Bocause it has those receipts, it borrows from the
. fund instead of private investors,

.. Sengtor MiLLikiN, I put it to you again, Doctor: If this money
~ that comes in from those who are re'mitt;ing it is not used to reduce tho

I’ ’ oty
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debt to counterbalance the debt which is created by giving the trustees
bonds, are you not ultimately paying twice?

Mr. AutMEYER. No, no.

The Cuairmax. If you are increasing the debt, of course you have
to make it up by taxing the taxpayers ultimateiy anyway, whether
that debt be to tfle social security system or whether you are building
up your cutside debt to private investors. That is true, of course.

Mr. ALtMEYER. That is true. The people of this country are pay-
ing only once.

The CuamrMan. I understand that, Doctor. T think the whole
thing comes to this: If we increase the national debt for any purpose,
of course the taxpayers have to pay it ultimately.

Mr. AurmevER. That is right.

Senator MiLLikiN, Then, does it not come down to the proposition
that these funds should be used to reduco the general debt so as to
keep in balance the increase in debt which is ropresented by the bonds
issued to the socinl security trustees?

Mr. Aurmever. I say that they are being used to reduce the debt
in the hands of private investors. There is no question about that.

Senator MiLuikin. If that is being done—-—

Mr. AvTMEYER. It is being done.

Senator MiLLIKIN, Then thoe prescription is being met.

Mr. AurMEYER. That is right.

Senator MiLuikin., To the extent it is not being done. then vou
have to pay twice. Is that correct?

Mr. AutmeyER. Not for social security. If you assume that Con-

ress is going to spend more because of the receipts, then Congress
Ens taken on a larger obligation, but not related to social security.

Senator MicLikin. I think it 18 a sound assumption, Doctor.

Mr. AutMEYER. I don’t think so. I don’t think that Cangress has
thought once about how much came in for contributions under social
security insurance.

The CuairMan. I think the Scnator from Colorado meant it was
a sound assumption thet Congress was going to spend—period.
[Laughter.]

Dactor, will you come back tomorrow?

Mr. AutMEYER. Yes, sir.

The CraIRMAN. You will want to question him further?

Senator MiLLIKIN, Yes, I want to question him some more on this
subject, because I receive all kinds of correspondence on this.

he Cuarrman. We will be in recess, then, until 10 o’clock tomor-
row morning. Thank you very much.

(Whereupon, at 12 o’clock noon the committee recessed until 10
a. m., Friday, January 20, 1950.)
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FRIDAY, JANUARY 30, 1080

UNitkD STATES SENATE,
Commirrer ON FINANCE
Washington, D. C.

Tho committeo mot at 10 a. m., pursuant to rocess, in room 312,
S_e{l'mto Office Building, Senator Walter I, George (chairman) pre-
siding. .

Present: Senators George (chairman), Korr, and Millikia,

Also present: Mrs, Elizaboth B. Springer, ncting clerk, and ¥, F.,
Fauri, Legislative Reference Service, Library of Congross.

The Cnamman, The committee will come to ordor,

Dr. Altmeyer, Senator Millikin was asking some questions of you;
and sinco Senator Millikin may have to leave l thiuk?xo might procee
now, if he is ready.

Senator MinuikiN, Doctor, yesterday wo were talking about the
contribution of the self-employed undor the recommendations which
have been made; and during the coumse of the colloquy botweon us, I
mado some roference to tho 14 percent contribution as disiinguished
from tho 2 pereent contribution if the contributor contributed on tho
busis of a combined employer and employee. And I made somo
reference to the discount having the nature of a sop.

It was brought to my attention after the meeting that there may
bo some actuarinl basis for the reduetion, duo to the fact that in theory
at least tho self-omployed will rotive at a Tater dato on the averago than
:{msg who are not self-omployed. Do you think there is anything to

8t

STATEMENT OF ARTHUR J. ALTMEYER, COMMISSIONER FOR
SOCIAL SECURITY, SOCIAL SECURITY ADMINISTRATION, WASH-
INGTON, D. C.—Resumed

Mr. Arrmeyer, Yes, I think I should have brought that point
out. I think that is true.

The Cuarman, Lot me understand, Senator Millikin, if T way.

You say the solf-omploved pay one and a half times?

Mr. Avrmeyer, The proposal is that they pay one and a half
times the employee rate.

The Cuairman. Well, one and a half times what?

Mr. Anrseyer, The employco rate.

The Cuaraman, The employee vate. But what is the base on
which that is ealculated so far as the self-cmployed are concerned?

Mr. ALTaeyrr, It would bo ealeulated upon an approximation of
tho earned income of the sclf-employed as derivod from the income-
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tax roturn. The main exclusions would be rent and interest and
capital gains from the incomo-tax return,

ho Crammman. Roughly, an cstimate of his earnings during that
period.  Is that right?

Mr. AutMEYVER. Yes, sir.

Tho Cuamman. All right.,

Excuse me, Senator, I did not understand what that was, and I
wanted to find out.

Senator Mivrikin, Docs that theory of the self-cmployed remaining
active longer than the non-sclf-cmployed have a fair relationship to
the sizo of the discount, actuarily?

Mr. Avrmuver., I do not think wo have attempted to make any
exaet estimate, but I think it would be a very important element.
.~ Senator MirLuikiN. Are thore statistics that will confirm the fact
that the sclf-omployed do remain self-employed longer than the
straight employeo?

. Mr. AurMever. Yes,
-~ Senator MiLLikIN. Can we have somothing of that kind, if you
havoe it?

Mr. Aurmevyer. Yes, sir.

* (Mr. Altmoyer later submitted the following table:)

Information from the 1040 census indicatos that in general the self-employed

retire later in lifo than wage carners;

-+ Distribution of male urban self-employed and' male urban wage carners by age

Urban aolf- | Urban wago

cmploysd carners

Percert Prrcent
L O PO 100.0 0.0
Under 90. R A1
0-U.. 12 wr
8- .3 130
0-M4 mns i
3854 /R .9
43-M b 1.3
85-%0.. LX) 87
00-64.. .5 X7
65-14.. 7.4 7
118 aud over.. L3 .3

" While only 12 porcont of wage carners are 53 or more and only 3 percont are
65 or moro, 268 percent of the self-cmployed are 55 or over and nearly 9 percent
of them aro 65 or ovor.

Senator MiutikiN. Now coming back to the double taxation
chargo, will you agree with mo that while the Government is running
on a deficit financing basis ultimately thore will be something in the

‘nature of & double taxation, not on the policy holder, not on the
insured, excopt in his capacity as taxpayer, but on the taxpayor
including the insured? :

Mr. ALT™MEYER. I think, Senator, whether we aro operating on a
tdeficit or a surplus makes no differonce as regards this charge of
double taxation, which I think you will agree, is incorrect. I think

*the point you are briu§ing out is this: That when the Government
. aperatcs on a gonoral deficit today, somo day in the future the Govern-
ment must lovy additional taxes i)ocauso'of the deficit that occurred
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today which required the borrowing of moneys based upon Federal
obligations, .

Scenator Minikin, And so, to bring that down to what we aro
talking about, to the extent that we issue bonds, or buy bonds in the
market, to cover the contributions that are made in a period while
we are operating on deficit financing, the taxpayer in the future will
have to make good thoso bonds?

Mr. Avemeven, That is right,

Senator MruuikiN, Would you agreo with me on this: That the
present method of doing it does provide an interest inerement to the
system that might not to present if it were done on a pay-as-you-go
basis, for example?

Mr. AvrMEYER. Yoy, indeed,

Senator MiLnikin, Will you agreo with me on this: That to the
extent. that this money coming into the Treasury, these contributions
cominging into the Treasury, encourage extravagant spending, it is
an unfortunate and a bad dovolopmnnt-&f

Mr., AvtMevER. Yeos, sir,

Senator Minuigin, Will you agree with mo that to the extent that
we use the contributions to reduce the public debt we obviate the
double cost feature that wo have been talking about?

Mr. Auemevee, Yes, sir,

Senator Minnikin., Have any suggestions been made for improving
the system, for example along the lines of requiring that the publie
debt be reduced by the amount of the contributions in a deficit
financing peviod?

Mr. Avrmiver. I do not think that the investment of these excess

revenues under social security have any relationship to the problem

of balancing the budget. That is to say, it is conceivable that in a
period of deficit the Treasury could go and purchase existing obliga-
tions outstanding, purchase them in tho open market, put them to
tho eredit of thoe trust fund, but then at the very samo time the
Treasury would bo obliged to issuc other Treasury obligations and
sell them on the open market in order to cover the deficit, So we
would bo back exactly where we started, but with costly mechanics
that the Treasury had to engage in under such a proposal.

Senntor MiLLixiN, So that under the circumstances which you have

- doscribed, the trust fund merely becomies another purchasing source

for bonds?

Mr. AuTMEYER, Yeos, sit,

Scnator MiLuikin, In other words, the Government could sell thom
to the public at large, or it could sell them to tho insurance fund in
order to cover deficits?

Mr. Arrmever, Yes, siv,

Senator Minuixin, When it does sell thom to the insurance fund in
a deficit period, the taxpayer will havo to pay in the future, assuming
that tho samo amount of money is spent for general expenditures?

Mr. Aurmrysr, Tho goneral taxpayer will, yes, sir,

Senator MinLikin, And the general taxpayer, of course, includes
the insured? .

Mr, Aurmever, That is right. :

Senator MiLukin, And the wider the base, the wider the coverago,
the closer we como to the point where the insured thewmsolves will be
paying double? - .
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“ Mr. Aurmeyver. Again, you wauld have to define the word “double.”

Senator Minnikin, But we both understand what we aro talking
ahout.’ e
“ Mr. AttMEYER. Yo, sir,

.. Senator MittakiN, What phrase would you put upon it?

Mr. Arrmrever. I wouldn’t use the term “double” or “twice” or
any such phrase, beeause I think it throws us off the track.

Senator Minuikin, Could this not be true: that in the end the
taxpayer has to pay something which was supposed to have been
paid by the insured contributor?
¢ Mre, Antmevenr. The taxpayer has to pay in the end for the under-
takings by the Government in the year 1950 that were not financed
out of current receipts,  But the general taxpayer is not paying for
social security, and the socinl security taxpayer is not paying for
general purposes,

Senator I\lu.l.n(m. dxcept insofar as the general purposes taxpayer
is coverad by the system.  And the money paid in originally was
paid for the system and for his protection, whether in a deficit position
or a balaneed budget. position,

Mr. Aveawyen. That is right.

Senator MinuikiN, But when this operation takes place during o
P«'riml of deficit, the taxpayer, including the contributor, has to pay
or the bonds that are either covered into the system or otherwise
oold to the people?

Mz, ArrmeveRr. Yes, sie

Senator Manuikin, Then that again, I think, comes down to more
or less whether this aystem encowrages oxtravagant spending, on thoe
. theory of “easy come, easy go.”

Mr. Aurmryen. Yes. Now, the countervailing argumont. to that,
for what it is worth, is that to tho extent that wo collect today the
premium neccssary to pay the full cost of that systom, to that extent
wo impresa the ?t\tontml boneficiaries of the system with what it is
costing to provide these benofits,  When we slart with & small con-
tribution rate of 1 percent and then move up to a higher rate which
sono futurs goneration is going to pay, the argument may well be
mado that in legislating today regarding benofits wo have failed to
impreas the mlﬁio oncrally and the potontial benefiviaries of the
actual cost of providing those benefits, - )

Senator Minuikin, And is it not also argued that the existonco of
this tremendously largo trust fund, if you want to call it that, which
will grow rapidly much larger under the new rates, ita very existence,
may tempt to extravagance in the amount of benefits?

Mr. Artmeyer. It may, yes,

Senator Minuikin. I think that is all I have to qluoat.ion you on
in connection with that subject at the proesent time. I may want the
privilege of talking further with you as the hearing progresses,

Mr. " Aursnyrr. You might bo intereatod in this figure to be
ingerted in connection with the discussion of thia trust fund: that as
of June 30, 1049, the total assets were $11,310,000,000; and of those
assots $2,228,000,000 were invested in'various public issucs, and
$0,000,000,000 were invested in apecial issues hoaring an average rato
of interest, Then théro was & mlntivoly small balanoe of $70,000,000
to tiiko care of currenit, o ’ ‘

The CuammMan. Tho operating fund, so to spedk?

3
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Mr, AtrMeYER, Yoy, sir

Sonator Mintakin, The Seeretary of the Treasury, as one of the
trusteey, determines, as o matter of fact, the type of investmont
that will be nade?

Mr, Avrmever. Yes,

Senator Mintakin. So that as Seeretary of the Treasury ha also
has the opportunity to use the trust fund in general harmony with the
Treasury fiscal policies?

Mro Avemever, Yes, sir,

Senator MirnikiN, Whether good or bad.  Corveet?

Mr, Avemeyer, Yes, siv,

Senator Minakin, To put it in another way, to put it in a hasher
way, the trust fund is not handled steietly as a trast fund, with a sole
view to the benefit of the trust fund, but it. might becomeo a pawn for
general Treasuvy fiseal policies. 1 do not ask you to aceept tho harsher
deseription of it,

Why did the Seevetary of the Treasury buy from the public rather
than issue the specinl bond? 1 assume that the stated renson would
be beeause the state of the market on bonds was such that at least an
equal or a better vate of interest could be obtained by buying in that
way, tathor than by issuing spocial bonds,  Is that correct?

Mr. Avraeven. 1 think that is one of the reasons,

Senator Minnakin, And do the facts show that that is correct?

M Avemrver. T would think so, but I would have to cheok that.

Senator Minrakin,  Well, 1 think it would be completely indefensiblo
if it wera not that way, and so I feel rather confident you would find
it is that way.

Mrv. Aurmiven, 1 think so; yes.

Senator Minakin, But it does givo the Seerotary of tho Treasury
& great opportunity to use a vast sum of money for cvontrolling the
bond market of the United States.

Muv, AurMEYRR, But T am sure, ns you say, that the net result
was that this fund is oredited with at least the averago rate of return
on the Government obligations.

Sonator Mitnikin,  And it gives, in connoction with inflationary
and deflationavy problems so far as ‘Creasury operations ave conearnud,
an cnormous pool of money to the Seerctary of the Treasury which
he can use for, let us say, stabilizing purpose in the bond market.

Mr, AurMEVER, 1t i not s chormous proportionately as it would
have beon if the General Govornment dobt were not tha size that. it is
today, I recall very well, in s provious hiearing bofore this committeo,
# question that Senator \"nm‘unbom asked me. At that time, the
GQovernmont debt was, us I reeall, about $20,000,000,000, and we had
estimated that the voservo might grow as high ns $§47,000,000,000.
Aund the Seuntor asked me, “Well, now, what are you going to invost
this fund in after you got beyond the $20,000,000,600 and have bought
up the entiro outstanding kedoral debt?” And I confess that I
did not have a very good answer for that,

The CrAIRMAN. But the problem just solved itself} did it not?
[Langhtor.) v

Mr. Autrmever. The problem solved itself, ~
; S«l\l?mwr Mitukin, What is the amount of intercst now in the trust
une
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Mr. AutMeYER. During the fiscal year 1949, the total income of
this trust fund was $1,924,000,000, of which $1,694,000,000 came from
the current contributions and $230,000,000 camo from interest on
Investments,

Senator MILLIKIN. So you are goetting close, roughly, to $2,-
000,000,000 of earned intcrest in the fund?

Mr, ArrMEYER. $230,000,000 & year, this last figure was.

Senator MiLurkin, But I am talking in terms of the total. How
much money is there in the fund representing interest?

Mr. ArrmeveR. This table that I have does not give that. Wo
would have to look that up and see. It has been running since 1937,

So.lrmtor MituigiN, It runs over $200,000,000 a year at the presens
time

Mr. AurMeYER. That is right.

Senator MiLLikiN, It will run substantially larger under the new
rate.

Mr. AnrmeveR. That is vight.

p Senator MiLLIKIN. And by this time it would be a very substantial
igure.

The CHamrMAN. It would be over a billion, I imagine.

Senator MiLLIKIN. We frequently hear Treasury arguments as to
the necessity for having enough revonue to make retiremonts of debt.
What is the annual income from this system into the Treasury?

Mr. ALt™EYER. This old-age and survivors insurance?

Senator MiLLikIN, Yes,

Mr. ArrmeveER. That was $1,900,000,000 some. But it will be
more under the 1% percent.

Senator MiLuikiN, So, roughly speaking, there is more than
2,200,000,000 available from this fund from current income that
coula be used for deht retirement.. Is that corrcct?

Mr. AuTmeYER. About $2,000,000,000 excess in current receipts.

Senator MiLLikiN, I think that is all at the present time.

The CuairmaN. So far as the social-security system is concerned,
Doctor, it would make no difference if this sum was n{))plied to the
national debt? In other words, the system would not be concerned
about that?

Mr. ALTMEYER. No, sir.

The CrairMan. It might be a concern to the Sccretary of the
Treasury insofar as the managoment of the debt was concerned, but
it woul«f not be of concern insofar as the system is concerned.

Senator MiLLikIN. May I make one obscrvation, Mr. Chairman?
I think we have said this again and again in different ways. ‘T'o the
oxtent that these proceeds are used for reducing the national debt,
. you have a justification for a later obligation of the taxpayer to
make good the reserve funds.

Mr. AurMiEYER. But I think we have to bear in mind that whether
it is a period of doficit or surplus, so far as tho Goneral Treasury is
concerned the effect of the nvestment of this fund in Treasury
oblif;ations always is to reduce the Government debt in the hands
of the public. 1

Senator MirLikiN. Well, but when you are in a doficit position
and you are issuing bonds to cover your debt, you are increasing the
public debt. )

/
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Mr. AurmeyeR. But you are reducing it by that much more than
what it would have otherwise been reduced. That is to say, with
a 5% billion dollar deficit, if this fund did not purchase $2,000,000,000
of that 5% billion, then private investors would have to purchase.

Senator MuLuikiN. But I am talking now as to the deficit position.
Whether you buy it from the public or not, whether you sell bonds
to the public or whether you sell them to the trust fund, you have
increased your indebtedness that much.

Mr. AvTmever. But you have reduced it in the hands of the
public from what it would otherwise have been,

Senator MiLuigin, Call it either way. It makes no difference.
The end point is: When you are in a deficit position you are increasing
rour debt, whether that debt be held by the trust fund or whether it

¢ held by the general public. But on the other hand, if you use

our revenues from the system for reducing the public debt, you then
i the future, when you have to cover the reserve fund with money,
have brought yourself into balance.

Mr. Aurmever. Yes. But putting it in another way, 25 or 50
years from now, the general taxpayer, regardless of whether we have
been operating on a surplus or deficit. basis today, instead of being
obliged to raise, let us say, a billion dollars to pay social-security
benefits and also a billion dollars 1o pay interest on a certain amount
of dobt, will only have to raise $1,000,000,000 instead of $2,000,000,000,
because of the imvestment of this trust fund in obligations that would
otherwise have been in the hands of the general public.

Senator MiLuikiN. You have to pay, whether the bond is in the
hands of the general publie or in the hands of the trust fund. That
f)m‘t. of it washes itself. The end point is whether you have need-
essly added to your public debt. -

Mr. Arrmever, Whether Congress has been more extravagant than
what it otherwise would have been?

Senator MiLuisiN, Whether it is not tempted into extravagance,
and whether the exceutive department is not tempted into extrava-
gant proposals, because of this “casy come, easy go” money; which
i fact escapes public attention. And I am not so suro that it does
not escape the attention of many people in Congress and in the
executive department, This source of income, I do not say b
design, is something that has escaped public attention. And, as
pointed out o while ago, it has a very relevant bearing on claims
which are made that we cannot reduce the public debt. You have
over $2,000,000,000 a year which could be used for that purposo if it
were thought desirable.

Mr. ArtMeEYER. Would you mind if I read into the record at this
time a paragraph from the report of the Advisory Council on Social
Security, which I think is quite portinent?

Senator MiILuikiN. Please do so.

Mr, AvTaever, It is in the appendix, beginning on page 47 of
that report. The paragraph reads:

. The investment of tho old-age and survivors insurance fuinds in Government
securitics does not mean that people have been or will be taxed twico for the same
benefits, as has been charged.  The following example illustrates this point.
Suppose some year in the future the outgo under t‘m old-age and survivors

insurance system should exceed pay-roll tax receipts by $100,000,000. If there
were then $5,000,000,000 of United States 2-percent bonds in the trust fund, they
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would produce interest amounting to $100,000,000 a year.  This interest would,
of course, have to Lo rafsed by taxation.  But suppose there were no bonds in
the trust fund. 1n that event, $100,000,000 to cover tha defivit in the old-age
and survivors jnsurance svstem would have to be raised by taxation, and in
addition another $100,000, would have to be raised by taxation to pay interest
on $5,000,000,000 of Government bonds owned by someone else,

Senator Mrnrakin, Well, I think I conceded at the outset that there
is an interest increment coming to the system.

Mr. Aurvever. That is vight.

Senator MiLuikiN. As a resultiof these operations that wo ave talk-
ininbom. But in the end the taxpayer has te pay that interest.

fr. AurmeveRr. Yes. 1 did not mean to say that you did not un-

derstand this, but T do think somoe of the public do not understand it;
and I can thoroughly appreciate why because it is very complex,

Senator Minutkin, Me. Chaivman, 1 did not have time to assemble
my papers on it this morning, but may 1 ask the privilege of putting
into tho record later on a series of memos which 1 have on this subjiet,
which digcusses various featuves of it? : .

The Cuamman. Yes,

'Tho material referred to will appear later in the hearings.)

Thoe Ciairman. Doctor, is there any other statement you wish to
make at this time?

Mr. ArrmeveRr. I think not.  Thank you.

The CHamrmax, The next subject would be public assistance,
Miss Hoey is Dirvector of tho Bureau of Public Assistance.

Miss Hocy, do you wish to be heard at this time? You may
identify yourself for the record.

STAYEMENT OF JANE M. HOEY, DIRECTOR, EUREAU OF PUBLIC
ASHSISTANCE, SOCIAL SECURITY ADMIRISTRATION, FEDERAL
SECURITY AGENCY, WASHINGTON, D. C.

Miss Horv. T am Jane M. Hoey, the Divector ¢f the Burcau of
iublir. Assistance, Social Scecurity Administration, Federal Security

eney.

n his testimony Mr. Altmeyer expressed the convietion which wo
all share that great progress in sovial security would result if provisions
such as those now writton into H. R. 6000 were cnacted into law.
"Thoso of us who are engaged in the administration of public assistanceo
are keenly aware of the importance of strengthening the social-
insurance programs.  We beliove that to a very great extent destitu-
tion can bo prevented in the future if soclal-insurance program
covered all employed persons for all common harards asd benefits
were adequate in amount to meet average noed.

In the social-sccurity system in this country, public assistance is a
residunl program: that is, financial aid is provided only when indi-
viduals cannot sccure tho essentinls of living, either through their
own resources or the resources provided through other programs.
Aftor 14 years of experience in administering public assistance, wo
are convinced that this is tho rolo that assistanco should play. How-
over, in order to fulfill this function properly, tho assistance provisions
of the Social Security Act should be extonded and strengthened so
that States may more adequately provide for all their needy poople.

The groups now rocelving old-age assistanco, aid to dependent
children, and aid to, the blind are gonerally not cmployable. The
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average age of persons receiving old-nge assistance is now over 75.
Only a limited number of blind persons roceiving assistance are em-
ployable; many are old and many have more than one handicap,  Aid
to dependent children, at present, is limited to families in which a
parcut, usuvally the father, is ecither dead, physically or mentally
eapacitated, or absent from the home.  The purpose of this program
is to make it possible for the mother to stay at homeand care for her
children.  Although nssistanco ense londs have been rising, as was
domonstrated by the charts which Mr. Altmeyer gave you, the pro-
portion of the population receiving assistance has not been rising at
this same rate.  For example, although in June 1949, 500,000 moro
old peuplo wero receiving old-age assistance than in 1942, the number
of persons receiving old-agre assistance per thousand persons 65 years
of age und over was smaller than in 1942, Kxpanding assistance pro-
rams must be interpreted in tho light of & growing population
g\iglwr living costs, inercased urbanization of tho populntlon, an
nuany other factors in our aver-changing economy.

A guestion was raised with Me. Altmeyer as to what the Federal
Sceurity Ageney is doing about the problem of an increasing aged
population presonting a variety of neods. Since 1948 a committeo
reprosentative of six units of the Agency has been at work analyzing
and evaluating prebloms of the agivg and the Foderal and State pro-
rratis designed to help tham,  The United States Public Healtls
Service, the Oflice of Edueation, the Office of Vocational Rehabilita-
tion, the Burcaus of Old-Age und Survivers Insurance and Publie
Assistance, and the Bureau of Employment Security, now in the
Department. of Labor, are participating in this work.  Stimulation
has been given to cach of these agencies to focus attention on the
aging, to develop research projects when facts are inadequate, and
to provide, wheve possible, additional services for this group.  Other
l"o&oml agencios are now being asked to participate so thas an inter-
departiontal committee can to established.  'The Burcau of Public
Assistance has been working for the last 3 years with ropresentatives
of national religious and fraternal organizations to see how resourcen
of these ormnizations could be made available to recipients of old-ago
assistance and old-age and survivors insurance bonefits.

1 feel that this activity is of the greatest importance becauso our
old people have suffered too long from thoe isolation and neglect re-
sulting from the crroncous idea that their usefulness is past, Old
people, as was demonstruted in the war years, havo capacities for
production, To refuse them opportunity to use those capacities is
not only a waste of human resources that we can no longer afford, but
is a cruel and inhuman poliey we ean no longer condone.

The National Social Walfare Assembly is now in the process of
forming an organization on the aging in which national public and
voluntary agencies will be represented.  Through this organization
resources can be pooled for study of problems of the aging and for
effective action in devoloping services and facilitics appropriate to
the needs of the aged.  Tho organization proposes to enlist the interest,
of employer and labor groups and others concorned.

Mr. Altmeyer indicated four or five major changes in H. R. 6000
which, we believe, would make this proposed legislation even more
offective in strengthening the public assistance programs. I should
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like to develop these suggested changes from the point of view of what
they would mean to needy people.

oth the Advisory Council to the Senate Committee on Finance
and the House Committee on Ways and Means considered the inad-
equac:cs of the present program for aiding dependent children. The
present law limits the program to children under 18 years of age who
are dependent because of the death, incapacity, or continued absence
from home of a parent. Children in families which experience eco-
nomic need but in which none of these factors are present also suffer
acute privation and undergo destructive hardships. As a matter of
fact, requiring that a parent be absent from the home before his chil-
dren can receive assistance places a kind of financial premium on a
broken home and exerts an influence exactly opposed to the purpose
of the whole aid-to-dependent-children program; namely, to keep
families together. We would therefore recommend that the definition
of a dependent child be amended to include all children under the age
of 18 living in families where there is economic need.

The CuairMaN. Would you pardon me, right there?

Miss Hoey. Yes, Senator.

The CuairmMaN. Would not that program tend to produce mwore
trouble than it would cure? If here is a family, intact, where the
mother and the father are there, should not assistance bo given so
that they may take care of the family, rather than having somebody
come in under the father and the mother and take care of the children
because the economie condition of the family is not good?

Miss Hoky. Senator, the assistance pnly;ments are made directly
to the parents for the children. That is the primary purpose of the
assistance. It is to give it to parents and they spend it as they please
for the care of the children. It is given for the children, but through
the parents,

The CHairmMaN. There you have another problem. Perhaps the
same habits would lead to the wastage of those funds, unless they
were safeguarded by the parents, who had failed in the first irstance
to provide.

iss Hoey. We are talking largely about the unemployed parent
who is not covered by unemployment insurance and has ro other
resources, where the children are in need. Now, if he deserts the
family, or if it is a case of separation and nonsupport, they are eligible.

The CrairMaAN. You are going to add to the benefits of the father
and mother because there are dependent children in a horae which
does not have the capacity to meet the needs of that home?

Miss Hoey. Yes. That would be a temporary measure, of course,
and there would be conditions set up, I am sure, by the {3tates, by
which the father would be referred to the Employment Service, so
that he could get a job. Usually the stay of employable people on
general assistance is for a very short period. :
" The CramrMaN. I am afraid that would greatly swell the rolls of
the unemployed.

Senator Kerr. May I ask a question?

The CrairMaN. Senator Kerr. oo
++ Senator KERR. You take the position that the present program
encourages the breaking up of a home? .

{.]- Miss %lom. No; I do not; because I do:not believe that men desert
families merely because of the availability of a resource. I do say
! ,

;-
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that there is a temptation there, certainly, if & man knows that his
children are without food and that he has no other resource and that
he cannot get help otherwise; he certainly might consider leaving
the family in order to get food for his children.

Senator Kerr. How do you interpret the sentence which begins
on the last line, page 3?

Miss Hoky. I said it would seem to; yes. It would seem to put a
premium on a broken home.

Senator Kerr. Would you read that sentence again?

Miss Hoey. Yes. I.would be glad to.

As a matter of fact, requiring that a parent be absent from the home before
his children can receive assistance places a kind of financial premium on a broken
home and exerts an influence exactly opposed to the purpose of the whole aid to
dependent children program; namely, to keep families together.

hSe;lator Kerr. Now, then, do I understand that you do not mean
that? .

Miss Hoey. Yes; I do mean that. I said that very carefully. It
would seem to put & premium on that.

Senator Kerr. It does not say “would seem to.”

Miss Hoey. No. It says “places a kind of financial premium.”

Senator Kerr. Here is the thing that I wonder about, Mr. Chair-
man. If making funds available to dependent children is of such a
tempting character that it causes 2 parent to leave home in order for
his children to get it, and makes it so that he could get it whether he
left home or not, would not that appeal to the same urge that was in
him, or the same weakness that was in him?

Miss Hoey. Yes. The availability of the funds would allow him
to remain with his family and get help.

Senator Kerr, To the point where it would be ecasier for him to get
aid that he could otherwise provide, instead of more difficult.

Miss Hogy. 1 am not sure that I get your point.

Senator Kerr. Well, as it is now, the man who is unworthy has to

" get up and leave home in order for his children to get it. Are you

telling us that you think it ought to be made so that he should be
encouraged to stay at home, and that he should still be able to get it,
whether it is a worthy case or not?

Miss Hoey. It is not a question of a worthy case; need is the factor
to be determined. It seems to me that the agency must set up certain
safeguards such as referral of a father to the Employment Service.

Senator Kerr. Would it be easier to set up safeguards under that
formula than under the present?

Miss Hoey. Well, the difficulty of finding the father who has
deserted is a problem. H. R, 6000 calls for referral to a prosecuting
authority of any father who has deserted his famillf'. .

The point that I was making is that there are children today who do
not have enough to eat because we cannot give to the father who is
unemployed but not covered by unemployment insurance any income
until he can get another job. These are temporery short-time cases,
not like the long-time cases where the father has died.

Senator Kerr. Well, are you not in reality talking about another
program entirely, rather than an expansion of the present program?

Miss Hory. 1t is different, yes; quite different. It is a short-time
program. If you had a general assistance category for any needy
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g:k*son, you would not need this extension of aid to dependent chil-
en.’ :

: The Cuamman. It looks to me like you are in the field of unem-
ployment compensation,

Miss Hony. I will cover that under the %:meml assistance category
latermin this discussion. I will come back to the subject again if
you like. .

The Cuamrman. All right.

Miss Hory. We are in agreement with the Advisory Council and
H. R. 6000 that Federal participation in aid-to-dependent-children
payments be placed on a more satisfactory basis. The present law
provides Federal sharing in payments up to $27 per month for one
child in a family and $18 for each child beyond the first. No specific

rovision is made for the needs of the mother or other relative caring
or the child. In contrast, the Federal Government shares in a pay-
ment up to $50 per month for each cligible aged or blind individual.
For an aid-to-dependent-children family consisting of two dependent
children, a mother, and an incapacitated father, the Federal maximum
is $45, an amount which would not even provide adequately for food
alono, to say nothing of shelter, clothing, and other essentials. H. R.
6000 would include & maximum of $27 for the mother in addition to
the amourts allowed for the children. The Advisory Council’s
proposal is more liberal and more nearly meets the need—$50 for
each of two persons in a family and $20 for each person beyond the
second. The Council recommends that we provide as adequately for
our children as for our old people.
" In adding a fourth category for the permanently and totally dis-
abled, H. R. 6000 provides for some of tEo necdy persons who cannot
now get assistance with Fedcral help. I believe that this category
is too restrictive if assistance is to Iulfﬁl its residual function of provid-
ing for persons who are in want because they cannot work or do not
qualify for insuranco or other benefits. With the addition of such
a limited category many needy persons would still remain uncovered,
including those who are disabled, but not sufficiently so to come within
& definition of permanent and total disability; older persons who can-
not find work, even though they are under age 65; and unemployed
workers and their families who are not covered by the unemployment-
insurance system. )

Under tho State and local general assistanco systems many persons
in want cannot get help today and, of those who do, many receive
only the most meager payments. If the system of unemployment
insurance were oxtended and strengthened, the need for goneral
assistance for persons who are employable would be minunized.
. While the majority of jobs in gainful employment are covered by

State or the railroad unemployment-insurance laws, almost one-third
of such jobs in an average month in the past fiscal yoar wero excluded
from coverage. Similarly, if the prome of old-age and survivors
insurance were extended to cover all employed workers both for
retirement and permanent and total disability and adequate benefits
were provided, the nced for assistance' would be greatly lessened.
The people who fall between the boundaries of our numerous income
maintenance systems and are in need should be able to roceive as-
sistance on a temporary or continuing basis if unnecessary suffering
is to be avoided., Weo therefore concur in the Advisory Council’s
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recommendation for the enactment of a general assistance category
for needy persons not now eligible for assistance under existing public
assistance programs. We believe, however, that Federal participa-
tion in general assistance should be on the same basis as the Council
recommended for aid to dependent children.

1 wish to make it clear that. T do not advocate that general assistance
be used on any extensive scale in providing for unemployed persons
in & period of prolonged unemployment. Extension of unemploy-
ment insurance and expansion of Federal public works would be more
suitable ways of keeping unemployed persons from want.

Persons receiving assistance have moro need for medical care on the
average than does the population as a whole. Among recipients of
assistance aro old people, many of whom suffer from chronic discases;
blind persons, some of whom need treatment to improve or restore
vision; incapacitated parents of dependent children who might be
restored to productive life; and children who need preventive or
remedial care. Among recipients of general assistance, illness is a
primary cause of need.

We believe that, in general, health programs should be developed
and operated by health agencies. Howover, when necessary medical
care is not available to needy people, the public-assistance agencies
should make possible the receipt of such care.

Under the present provisions of the Social Security Act, Federal
financial participation is of limited help to the States in meeting the
cost of medical care for the needy. The Federal marimums on indi-
vidual monthly payments of $50 in old-age assistance and aid to the
blind and of $27/18 in aid to dependent children make it impossible
to meet both the need for medical care and for maintenance. More-
over, medical-care costs are usually irregular and cannot readily be
budgeted like other items of need. Assistance agencies often find it
desirable to make payments directly to medical practitioners, hospi-
tals, or other suppliers of medical care for their services to recipients.
Unless the State is prepared to assume the full cost of such payments,
it cannot make them under the present Federal definition of assist-
ance—money payments to recipients.

H. R. 6000 authorizes Federal participation in payments to sup-
pliers of medical assistance, in addition to money payments to re-
cipients, but limits the amount that may be spent for both types of
payments for an individual to a monthly maximum of $50 in the
case of the aged, blind, and permanently and totally disabled. The
amendment would be of substantial value only to the States making
relatively low payments and in other States might well have the
effect of reducing the amounts of money the recipients recoive to
meet their maintenance costs. We hope that H. R. 6000 will be
amended somewhat along the lines recommended by tho Senate
Advisory Council with respect to medical care.  The council advocated
monthly maximums averaging $6 per adult and $3 per child, over
and above the regular maximums. We are doubtful whether authori-
zation for Federal sharing in vendor payments for medical care
without such additional provision for Federal matching funds, would
be of any great advantage to the States.

Se’xﬁ‘;uor ERR. What do you mean by ‘“‘vendor payments for medical
care .

‘. 60805—350—pt. 1——10
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Miss Hory. Tho person who supplies it at the hospital; the doctor,
the nuse, and so on.

Closely relntad to tho provision in H, . 6000 authorizing Fedoral
participation in payments mado directly to vendors of modical care
18 the provision authorizing Fedoral Ym‘tici\mbioxl in assistance to
needy porsons livingl. as pationts, in public medical institutions, oxcept
those in mental and tuboerculosis hospitals. This provision will help
States to hear the cost of assistance to ncody poersons who have to
undorgo prolouged treatment involving more or less permanont resi-
denco in madical institutions, State welfare agoncies have indicatod
with inoroasing froquency in recent years tho difliculties which thoy
aro oxporioncing in financing this relatively oxpensivo kind of earo,
and, in addition, ‘)roviding the nocessary assistancoe to cenable the
individual to meet his continuing responsibilities and incidontal main-
tonanco exponses,

The exclusion of porsons in montal nud tubereulosis hospitals is not,
of courso, a discrimination against such individuals, Assistance would
still bo available to their familics and depondents living in the com-
munity if thoy are needy. Tuborculosis and mental disensos aro
public health probloms involving oxtonded and costly treatmont, and
availability of services should not be limitod by the application of a
means test, A program which is not primarily addressed to mainte-
nance of neody pattents is required in theso fiolds, Fodoral aid to
institutions caring for such patients made availablo by the United
States Public Hoalth Service would scem a more approprinto mothod
of holp to States.

Thoe provision in H. R. 6000 that a Stato plan must provide for a
State authority responsible for cstablishing and maintaining stand-
ards for the institutions covered is of groat importance. It is unfor-
tunatoly true that all States do not now have agoncies authorized to
eatablish and maintain standards for many of the public and private
institutions in tho State. Recont disastors indicate clearly the
necessity for tho maintenance of atandards to protect tho health and
safety of rosidonts of institutions. :

With roinnl to residence requiremeonts, the Social Security Act now
provides that a Stato plan for old-ago assistance or aid to the blind
may not rotkuiro, as a condition of eligibility, residenco in a Stato for
moro than ears out of the last. 0 years and 1 year immediatoly
precoding apr ication, Yor aid to dopendent children, the maximum
roquiromont for the child is 1 ¥oar of residonce itmmediately proceding
application, or if tho child is loss than 1 year old, birth in tho State
and residonce by the mother in the Stato for 1 year proceding birth.
« r Mobility of population is an ecssontial charactoristic of & froe-
entorprise society. In this country, Kooplo movoe when and where
botter opportunitios for livalihood are offered, . The economic dovolop-
ment of expadding communities depends on the migration of workors,
Rostrictions on the freedom of {;eople to movo in ordor to better their
situation are not in accord with the purpose of the public-assistance
{erogram in onoourag_it}g people to becomo gelf-aupporting or othorwise

prove. thoir condition, any States alroady have more liboral
residonce requiremeonts than the maximum permitted under tho Social
Security Aot.. . H. R. 6000 reduces the maximum, rosidence require-
ment for aid to the blind to 1 year, effectjve July 1, 1051, and applics
the same maximum and cffoctivo date to'the proposed title for aid to
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tho pormanently and tomllf' disabled. Tho bill makes no chango,
howover, with regard to old-age assistance and aid to dependont

children,
LhTho Senate Advisory Council on Social Security recommended
nt— .

Federal funds gshould not be available for any public-assistance program in
which tho Htate imposes restdencer equiroments as a condition of oligibility for
anulstanco, exeept that States should be allowed to Impose a 1-year reridenco ro-
quirement for old-age assistanco.

The Council points out that residenco laws interfere with the mo-
bility of population and impose an unwarranted hardship on necdy
Ecoplo. “Vlﬂl respect to old-age assistance, the Council bolieves that
States with a favorable climate to which older peoplo move need pro-
toction to keep tho cost of the program down and thus they should bo
permitted to impose a 1-year residence requirement,

By its very naturo thoe problem of residenco is intorstate in char-
acter and thereforo of national concorn.  With Fedroal funds con-
stituting a substantial portion of tho cost of the public-assistanco
program, it seoms only right and proper that needy persons who aro
othorwise oligible not be deprived of public assistance because of
Stato residonco requiremonts.  Moreover, residenco requirements aro
oxpensive to administer, and produco littlo to justify the expenso they
entail.  Wo boliove, thorefore, that H. R. 6000 could be further im-
proved by the elimination of residonco requiroments in aid to do-
pendent childron, aid to tho blind, and the proposed new eategory,
and lowoering the maximum residenco requirement to 1 year for old-
age agsistance,

1 am particularly gratified about the provision in . R. 6000 extend-
ing the public-assistanco programs to Puerto Rico and the Virgin
Islands. = Wo have been aware of the needs of the people in_ theso
islands for some timo and have followed with interest, their testimony
bofore the congressional committocs urging their inclusion in the public-
assistanco programs. Wo have counseled with the representatives
of tho public-nssistance agencies of the Virgin Islands and Pucrto
Rico as thoy have moved to secure legislation and dovelop adminis-
trative machinory which would qual#y them for Foderal financial
participation in their programs in the event that the act is extended
to covor thom,

Knowing tho dire need of large numbers of families and individuals
on the islands, 1 cannot agreo with tho provision in H. R, 6000 for
Fedoral sharving in assistanco costs in Puerto Rico and the Virgin
Islands on a less liberal basis than in the States. It is) of course,
doubtful whother oither Puerto Rico or the Virgin Islands could avail
themselves to the full oxtent of Federal participation available under
maximums applicable in the States, beenuso of their limited resources.
‘This is true also of somo of the States on the mainland that are not
ablo to pay up to the maximum becauso they do not have enough
monoy. To write into law lower and apparontly diseriminatory max-
imums and a less liberal share of Fodoral participation would scom
to mo unfortunate. At least in a fow cases of oxtraordinary need,
peyments might bo mado up to the maximums applicable in the
States. In such cases, tho islands should not be penalized through
loss of matching funds. : :
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. We are in general agreement with the Council’s recommendation
that financing of nssistance should be on a basis whereby—
the Federal Government will pay a higher proportion of the total cost of assistance
in the lower-income States than §n those with high per eapita income.
The formula in the present act provides a higher Fedoral shave for
States with low lovels of payments than for those with higher lovels.
In genoral, the States with low average payments are the low-income
States. Tho formulas in H. R. 6000 would generally give States
pmdportionabely more Fedoral funds than the formulas now in effect
and would be of very substantial benefit to the States with low lovels
of paymonts. Woe beliovo, however, that the soundest typo of formula
is one relating the Federal share to tho per capita income of the States,
rather than to the lovel of the State’s payments, Under such a
formula, a State with low cconomic resources could increase its
payments without a reduction in the Federal share.

espite the %roat progress that has been made in the United States
sinco tho Social Sccurity Act became law, degrading destitution still
exists in some parts of the Nation for a cousiderablo number of per-
sons, I hopo that the Senate will give considoration to suggostions
for tho alleviation, if not the climination, of distress resulting from
economic need. Extonsion and strenﬁthening of the social insurance
and public assistance programs would be an important step in this
direction.

The Cuamman. Thank you very, very much, Miss Hoey, for your
appearance here. It may be that sometime during the course of
J\’ese hearings we will request that you return. .
Miss Hoev. I will be glad to.

The CrAIrMAN. Any questions, Scnator?
Thank you very much,

Miss Hoky. Thank you.

- The Cuammman, Miss Lenroot?

STATEMENT OF MISS KATHARINE F. LENROOT, CHIEF, CHIL-
DREN'S BUREAU, SOCIAL SECURITY ADMINISTRATION, FED-
... ERAL SEOURITY AGENCY, WASHINGTON, D. C.

l\ . 0
Miss Lenroor. Mr. Chairman, I am Katharine F. Lenroot, Chief

of the Children’s Buresu, Social Security Administration, Federal
Security Agency. L. . .
_ Fifteen years ago, in its report on the social-sccurity bill, the
Senate Committeo on Finance stated that—

{ Theheart of any program for sooial security muat be the child,

' It called attention to the fact that at that timo child-care services
existod in leas than 5 percent of all counties whose population was
loss than 80,000, and stated that “‘such services are badly needed in
all communities.” It was the intention of title V, part 3 of the
Social Security Act, which originally authorized an annual appropria-
* tion of 81,600,000, to— , '
" ‘stimulate the developmant of these badly needed child-care services, especially
in areas which ate predominantly rural.t . o

et it ¢ . . .
174th Cong. 1st sems,, 8, Rept, No. 628, pp. 18, 19. l
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In the 15 years that have elapsed since the Social Security Aect be-
came law great progress has been made in the development and ex-
tension of these services. Today about 20 percent of all counties in
the United States have one or more full-time child-welfare workers
paid from public funds. In 1046 this committee recommended, and
the Congress approved, an inerease in the annual amount authorized
to $3,500,000, the present annual appropriation. The report of the
committee with reference to this amendment stated that—
additional funds are required to expand child-welfare services for dependent and
negleeted children and children in danger of becoming delingnent, including
foster eare, day care, detontion and other temporary eare for children as essential
parts of a child-welfare program.?

In considorinlg the need for further expansion of this child-welfare
program, the House Committee on Ways and Means had before it
testimony indicating both the progress that, has been made and the
great needs that still exist for serviees to children in their own homes
or requiring carve outside their own homes. The committee recom-
mended the amendment of title V, part 3 of the Social Security Act
by increasing the annual allotment for child welfare services from
$3,500,000 to $7,000,000, by increasing the flat amount availablo
annually to cach State from $20,000 to $40,000, and by authorizin
the use of Federal child welfaro services funds for paying tho cost o
returning runaway children to their own communities in other States,
when such return is in the interest of the child and the cost thereof
cannot otherwiso be met. These provisions are incorporated in tho
bill now before you, section 331, page 179. In his testimony before
this committee, Mr. Altmeyer rocommended that Federal funds for
aid to the States for programs of child welfare services be increased
to $12,000,000.

Before disoussing the present situation in the United States in
regard to child welfare and the need for an expanded program, I wish
to point out some faots regarding recent increase in child population,

Thanks to a high birth rate and a steadily falling death rato, the child -

population in the United States increased from 41,000,000 under
18 years of age in 1040 to 46,000,000 in 1948. This is the largest
number of children our Nation has over had. Children in 1948 made
up about one-third of the Nation’s 147,000,000 citizens. In 1048
there were 40 percont moro children under 5 yoars than in 1940, and
21 porcent moro children aged § through 9 years.

his incrense has been the subject of widespread public discussion
in regard to pressures upon school facilitics and services, It is not so
well understood that this same population girowth has meant a greatly
increased demand for services from health and welfare agencios,
Reports from State public welfare agencies indicate that between
1945 and 1948 the number of children under 1 year of ago receiving
public child-welfare services increased 62 percent, and the number
under 6 years of age increased 26 percent, Part of this increase was
due to groater resources for child welfare, but the much larger increase
in the youngest age group, as compared with older groups, indicates
that thero was a much greater demand for service due to the largor
number of children born,

279th Cong., 2d sess., 8, Rept. No. 1863, p, 11,
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PRESENT REROURCES FOR BHRVICK TO CHILDREN

Throughout our history private agoncies have boen pioneers in
woviding sorviees for childven, though soma public agencies also havo
{)m\n ablo to advanco in now ficlds of ondenvor,  Private agoneies
aaro for a substantinl proportion of childven now in foster homes or
inatitutions,  For many of these childven public funds are being
provided to meet part or all of theiv maintenance,  The development
of public child-welfare services has heen in response to needs that
vmh(l not. bo met otherwise,  The lavge number of counties without
child-cave serviees in 1936 has alveady beon pointed out,  Sinee the
pansage of the Social Seeurity Act the States, through the develop-
ment and expansion of their own resources and with the aid of Federal
funds, havoe mado romarkablo progress in their child-welfare programa.
Every Stato now haa a publicswelfare departmont which earvies vo-
sponsibility for ohild wolfare. ‘Through the work of these State
n,gmmiua a firm foundation for furthor dovelopmont has heon laid.
Prior to 1036, only 20 States had within their State publio welfare
agoncica, divisions reaponsiblo for providing or suporvising sorvicea
to childron on a State-wide hasia,  Now all States have such divisions,
Prior to 1035 only 12 States had provisions for county child-welfare
progams, Today overy Stato has provided for loeal norvices to chil-
dren in at least some of the loenl subdivisions in cach State,

The pussage of the Socinl Security Act and the development of
child-welfaro programs sineo that time have boen w great stimulus to
thoe States to improve State legislation for the enre and protection of
childvon.  Stato laws on such subjoots an adoption, illoru-iumm‘. and
juvenile courts have boon strengthoned,  Standards for ohild-eare
work have heen doveloped or improved with the participation of
porsons from hoth public and privato agoncies.  ‘Fhove has baen
much greater vecognition of responaibility of the State and loeal
communities to serve ghildren, and ineroased funds have boen made
availublo for theso sorvioes,

Of groat importance has been the inorease in the number of poraons
qualified to give service to ohildren, The States have doveloped
highly succosaful programa for tho training of child-welfare porsonnel.

CHILDREN NKEDING HELP TODAY

Tho servicea omriod on by tho States with Foderal help under
titlo V, part 8, of the Socinl Security Aot aro divected toward or-
phaned, deatituto, noglosted and ungared for ohildron, childron born
out of wodlook, and childron who are in dangor of becoming dolinquont
or who prasent spooial behavior probloms,

Children placed for adoptivn.—Ono of tho most important ways of
pmvidh\t: for ohildron who have boon permanently doprived of thoe
caro and protootion of thoir natural parents, is through adoption.
Undor propor safoguards there is no aspeot of child wolfare work that

ives greator promise of succoss.  Unfortunately thousands of cohil-
ren among tho 75,000 who, it is estimated, are placed for adoption
oaoch yoar, aro subjooted to tho hagards of pfac(\mout by irrcaponsible
K\orsons or aro exploited through what is known as the “black markoet”
babics. During the past yoar thoe Children’s Burcau has roceived
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& number of reports tolling of eases in which adoption was a cash
transaetion for profits.  One of the important objectives of the child-
welfare program in the States is to provido legal and social sorvico that
will safeguard the rights and promote the welfare of the child, the
natural parents, and the adoptive parenta,

Unfortunately in many parts of the country child-welfare workers
are not available to give this help.  In the annual report of the
(lmrg:in Department of Public Woellnre for 1947 -48, it is stated that
the Department and the licensed child-placing agencies placed a total
of 123 children in prospective adoptive homes during the fiseal year---
oxerelsing i these placements every enre poasibile to give the ehitd and the adop-
tive purents the protection of the State and of sonnd placing practices,

On the other hand the Georgin report states:

One hundved and twenty-four chitdren and apward were plaeced by unanthor-
fred pomony, hinpharavdly in most eases, without bhonefit of knowledge aa to the
kind of ohild being placed, whether such ehitld was normal in mind or body
without knowledge of his suitabllity to the ome in whivh bo was plaeed, aud
without plan of following through to see whoether or not b would and conld ho
legally adopted, .

The Georgin department noted that many happy adoptions vesulted
from these unnuthorized placements, but also many teagie situations,
and that the State and county departments of public welfare should
be able to offer service of this kind.

Children in their own homes needing special sereice. "Penchors, polico
ofticinls, juvenile-court. judiges, clesgymen, and other pessons having
responsibilities for service to people frequently  encounter chilitren
needing the Kind of help that o vhilld-\n-lfm-o worker can give.  Many
of these childeen, with such help, could remnin under the care of thewr
own parents, when otherwise they would have to be carved for in foster
homes ov institutions,  Among such children are those with physical
and mental handieaps, childven who are tevunt from school, amd
children who are troublesome in the community.,

Children needing care in foster-family homes- - Information reported
recontly by the States concevning their ehild-welfare needs indicates
sorious shortages in vesourees for foster-family care, chiefly in bonrding
homes.  During the calendnr year 1940 gomo 22 States reported that
they had to curtail their foster-home programs beeause of inndequate
funds,  Colorado, for example, reported need for temporary care in
boarding homes for babies born out. of wedlock, ponding development
of a plan for them.  Kentucky veports that they have aceepted no
new childeen for bonrding eare ginee last July and that they have
funds to provide for only 100 children n year.  In Arkansas, hecauso
of high prices and increased demands, intake of children for \mm‘ding
care hna had to bo limited and provision for clothing of childron
curtailed,  Alabama has reported continuous inndequate provision
for board payments and for clothing and medical cave for childeen in
foster homes,  In West Virginin it is reported that in Iarge urban
arens where living costa ave ﬁigh, the average boavd rate pnd by the
agoney is $24 per month, thus making it imporative that inferior
bonrding homes bo aceepted, and beeause of the shortage of monvy
not oven these are available for all childeen who need boarding caro,

Children needing temporary care-~In many communities throughout
tho tountry there is lack of facilitica for tomporary cave of infants or
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older children,  In Colorado, for example, the State departmont of
publie wolfave roports:

Tn Denver the Denver Genoral Hospital is befig nsed by the Tlamane Seoclty
whon neglooted infanta or toddtors ave brought to thole attention, ‘Chis {8 neeess
ey boeanse there i no receiving home where infant< mny be placed. 1'he
dotention home 1 sometines \mul"n Denver for the temporary eare of depond-
ont children beenise of o lack of veceivhyzhome faeilitien,  In several of the
countion outalde of Denver, the sheriiVs oftice hns used & jadl for the placement
of & dopondent ohild coming to his attention at night,

Chiliven of working mothers.. ~Working mothers in practically every
State are confronted with the problem of the care and supervision of
their ohildven duving the howes when they are st work,  Many of
them need the help of the child-wolfare worker in finding and super-
vining homes which will eave for the childven duving the daytime, or
in m'mngin‘;: for day-nuvsery earve,  FFor many childven the solution
to this problem requires the cooperative ellorts of nursery awd elo-
montary schools,

Homemaker gorvice. —A relatively new dovelopmoent. is the organiza-
tion of “homemaker service” for the purpose of mnking it possible
for children to vemmin in their own homes durving periods of illneas of
the mother or other conditions affecting the earve of childven,  P'he
homemaker is & mature woman who is skilled in home managenmoent
and in enring for children,  Sho is availablo to go into the home when
the mother is absent or ill for o temporvary poeriod and sometinmes for
longer intervals, Tt is apparent from the experivuco of the States
that luve been experimenting with this servies, including North
Caroling, New York, Ohio, Ponusylvania, Minnesota, and others, that
not only does it help to keep the home togethar for the child hut that
publie Tunda are often conserved hy making foster eare unnecessary

or a family of children,  Soveral States have reported the need for the
catablishwmont or oxtension of this serviee.

Delinquent ehildren.—While tho total numbor of children being
roferred to the courts boepuse of juvenilo delingquency has deelined
sineo ita wartimo peak, it is still above prowar lovels, numberving
l\p{}mxim»toly 278,000 in 1048, Many thousands of others who com-
mitted delinquent. acts wero handled by the police or socinl agencies
without refarral to the courts,

Coneern for this problem has been very great during the war and

postwar years, It is n complicated problem which has to be dealt with
on many fronts, Tn fow communitica have adeguate progeams and
aorvicea boon worked out.  Onoe of the most. serious situations alfvet-
ing thousunds of children is the lack of suitable facilitios for detention
caro. It is cstimatod that at loast 50,000 and perhaps 100,000 juve-
niles are confined in city and county jails ench year, In 1046 over 30
Statea roported juvenilos dotained in jaila, Recontly the National
Probation and Parole Associatio:: was asked to make a survey of the
noods of youth in Weat Virginiu. Ita roport included an eatimate that
ovor 2,000 childron under 18 years of age were being or had beon do-
tained in jails during the year, and that detention facilities were inndo-
quate. In Towa in 1947 tha division of child welfare of the State de-
artment of socinl welfare mado o survey of tho extent. to which county
nila had boen used to detain childeon” during that year, Of the 76
countioa ntudied, 00 porcont had used jails for dotenfion of juveniles,
: ‘A‘Soproximntoly 78,000 children cach yoar ave pluced on probation
by tho courts. According to the most vecont Diveetory of Probution
/ »
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Oflicers published by the National Probation and Pavolo Association
in 17, only 1,481 counties or 47 pereent have juvenile probation
servico,  Of courso in some of these counties which are rural in charae-
ter, and which avo without sevviee, some zorvices may bo availublo to
the conet from the welfare departmont.  ‘The following statemont is
included in the directory referved to above:

Complete organization and uniformity of desienble stsndarda are still lncking
in mest of the Rtates,  ‘The nnmber of active eases handlod by a stuglo probntion
ollicor and the percentage of unteainod probaton workers are too high to expect.
the beat vosulta,  "Thore s much ovidence of the nod for more sud hottor guali-
flad probation oftiema i delinguency and eriime are 10 e suecessfully combatsl,

Over 20,000 childven per year are committed to publie trnining
sehools for delinquents. Many of these institutions are without
specinlized socinl, psyehintrio, paychological, and reeveational serviees,
When these ave lacking or inndequate, the institution program can
be litthe more than custodinl and cannot. fultill its function of giving
tho child hin chaneo to lonen how to live with othams,

The Stato department of publie welfare in Indinnn recontly re
ported in relation to the training vehools:

Theso State institutions me oxpeeted to eare for ehildron who havo presonted
tho most serlons prabloms of behavior n the community, Yot noither the hova'
achool nor the glils’ sehool have the profeasionmt factlitica for meoting the prob.
loims of sueh children,

In the hearings hefore the House Ways and Means Committee on
the legislation now before you, Mr. Russell W, Ballard, now director
of Hull Houro and formerly superintendent of a State training
school said:

Repinning in 1041 1 xpent two of the busicat and maost frustrating and the
anddost years of my o ax the xuperintondent of the Ninvin State Training
Sehool for Dellnguent Rove near 81, Charles, HE Phoero were 670 boys, ages 9 to
20, Mauny of thom wore the snme kind of hoyr whao nover ind a ehanee, that | had
kuown back fn the Joeal communnity, 1 anw othior alder hova, who were abusive,
wonld not respond to treatimont, and who were rent to privon with my sanetion
for committing serfous offenses within the fnstitution or while on creapo, 1 raw
hoys who had done overything asked of thom by the Inatitution yet romained
overlong beeauso they had no homes or relatives to whom thoy contd go,  We
might hiave called thom the boya whom noboady wants,  There wore boya who
wore #o sockally il they hivd to bo constantly aupervized to keop thom from com-
mitting suleide,  One of tho boys Eknow suceeeded.  What kind of boya?  Kighty-
five poareent from broken howmes,

A variety of agencies, auch as probation departinents, training

t . s N 0
sehools, child-guidanee clinics, and other public and private welfare
agencies, are providing care and servioea for delinguent. children,
Far too often these agencies have worked indepondently of onch other,
In many communitica waya and means have not. boen dovised to
onable these agencies to share theiv knowledge and skill, ad to work
togoether ns a coordinnted interdopendent team, .

A largo number of juvenile court judyoes, training achool suporintend-
onta, and heads of othor ngencies working with dolinquent children
havo oxprossed grave concorn regarding the unmot needs of delinquoent.
childron in thin country. Prosent x'w‘umts for sorvico from thoese
agonoics far oxcoed tho resoureca available to moot them,

Runaway ehikiren.—Tho problem of caring for runaway and othor
nonresident childron has boon a mattar of concern for many years.
‘The National Council ¢f Juvonilo Court, Judges has gono on record for
& number of yoars na favoring Fodoral logislation which would pre.
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vido funda to aid in rotuening these children to their own communities,
A numbor of State welfare depnetiments have indiented the need for
assistance in dealing with this problem.  Wa do not know its oxact
sizo, Wo do know, howevor, that about 26,000 runaway children are
dealt with by juvenilo couvts each yenr,

WHAT 18 DEING DONE DY PUBLIC AQENCIES

Roforoneo has alveady been made to the importancs of the work of
privatd agencies in the child-weolfarve tield.  With important exceptions,
their activitios arve largely concontrated in urbunnrveas, 1 shall discuss
lator the cooporation that ix essentinl botween agencies working under
governmontal auspices nnd agencies operating under voluntary aus-
picea,  In this soction 1 ahall roview briefly what is being done through
the development of publio child-welfave sevvices, ’

On June 30, 19040, there were 3,831 State and loeal omployees
dovoting full time to the public ohild welfare progeama in this country,
Of thin number, 2,808 wore child welfare ease workers ongaged in the
direet provisgion of services in local communities to children who were
dopoendent, neglected, ov delinguent.  Oaly 783 of these nearly 3,000
f\nl\-t.inm child walfare caso workers were paid in whole or in part from
Federal child welfare sevvice funds,  The vemainder--2,115—wore
paid entively from State and loeal funds,
1t lma alveady been stated that about one-fifth of the counties in
the United States have at least one full-time ease worker paid from

ublic funds for child wolfare.  Half of these case workers seeving
Kwnl areas were loeated in G0 countiea having cities of 100,000 or
moro, Howaever, taking only the case workers paid from Federal
funds, 87 poreent were in counties hmving no large citica,  In counties
not having a full-timo child welfare worker there was either no publie
child wolfuro servico available or such serviee had to bo shaved with
other counties, or given by workers having other dutives,

1t i catimated on the basis of veports to the Childven’a Burean
that approximately 245,000 children wore receiving service from publie
wolfaro agoencies, as of Septomber 30, 1049, Of these, 40 pareont wore
in the homoes of parents or relatives, 42 pereent in fostor family homes,
14 poreent in institutions, and 4 percent living elasowhere,

he oxtent of tho child welfare program reaches far beyond the
giving of loeal sarvice, Somoe of thoe Fuderal funds aro wsed to
strongthen the sarvices of the child welfare divisions of the Statoe
dopartment of public walfare,  Almost every Stato uses Fedoral funda
for district child wulfare consultants or supervisors to provide help
to the countice. By doveloping this consultation service on a Stato-
wido basis, the Stato agencive «are able to assist in oxtending and
atrongtlu\n‘ng child wolfaro servicea in all counties throughout the
Stato, with omphasis given to tho development of services in rural

Many States are using Federal funds for special child walfaro staff,
such as adoption consultants, inatitution qonsultants, and consultants
in other arcas of fostor aare, for examplo, foster-family care, and day
oaro.  Those are staff mombaers, serving for the mosat part on a State-
wide baais, with apecial omphaais on rural arcas.

-+ Becauso of the shortage of trained sgvial workers throughdut the
country almost all Btatos mako provision for workers to obtain train-
: ' .
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ing at wgradunte sehool of social work. 'This ns been an important
factor in the inerease in child welfare personnel, particularly n rural
nreas,

Many of the States have developed apecial services to institutions
or other child-caring agencies.  Such programs have been especially
valunble in relation to training schools for juvenile delinguents.  In
seven States in 1049 provision was made for the employment of
workers for training sehools, usually giving full-time gervice,  Services
given to training sehools include help in training cottage parents and
case-workes, :’ “hild welfare workers in local communitios give servico
to delinquent children in cooperation with courts, police, training
schools, and other agencies,

A small amount oh"mloml funds is used for spocial projects, such as
iroviding temporary or shelter eave in foster family homes for childvon
or whom no other resourees for care wore available, and homemaker

servico which has alveady heen desoribed.  Only about 100 childeen
at any one time have been provided for throughont the entire country
through the special projects for fostor family care,

Titlo V, part 3, of tho Social Security Act, the authority under
which this program was developed, provides Federal funds in the
amount. of $3,500,000 a year -
for the purpose of enabling the United States, throngh the Administrator, o
cooperate with State publie welfare agencies in establishing, extending, and
strongthening, eapecially in predomfnantly rural areas, public welfare services
(In\wrunm\r 'llu thiz section referred 1o an “ohild welfare services”) for tho pro-
teation and care of homeless, neglected, and dependent children, and children
i danger of becoming delinguent,

The funds are allotted by tho Administrator for use by cooperating
State publie welfare agenciva~-
on tho basis of plans developed jointly by the 8tate ageney and the Adwministeator,

Ench State receives a flat allotmient of $20,000, and the remainder
on the basis of rural population. The amount so atlotted is expended—
for paynent of part of tho cost of district, county, or other local child welfavo
sorviees in aveas prodominantly rural, and for doveloping State services for tho
onconragement and asaistance of adequate methods of community child welfaro
organization in arcas predominantly rural and other areas of special need,

In tho dovelopment of Stato plans carveful reviow is made of the
need for sorvices of various Kinds and the availability of oxisting
public and private vesourees.  Areas of special need are defined as
areas other than predominantly rural having an unusual identifinblo
need for specinl services to childron,

In tho fiscal year ending Juno 30, 1949, the States spent $3,752,-
860.16 from Federal ehild welfaro sorvice funds, 1t will be noted that
this axceeds the amount of the annual'appropriation by reason of tho
fact that unexpended balances may bo earried over for a 2-year
reriod.  For the fiseal year 1950 over $5,500,000 has been budgoted.

t- will be noted from theso figures that the States are rapidly absorbing
their unexpended balances.  As these funds aro exhausted the States
will have to curtail their programs unless additional funds aro
forthcoming,

Of tho moro than $3,700,000 expended in the fiseal year 1049, 41 per-
cont was spent. for State services, 10 porcent for educational leave, 32
pereent for services in rural areas, 10 percont for aveas of special need,
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and 1 percent for special projects,  About two-thirds of the States
spent Federal funds for services in areas of special need, and one-third
spent no Federal funds for this purpose.

Fedoral funds in arcas of special need are spent for services that
encourage and assist in commnunity child weliare organization and
gorvices to certain groups of children for whom no other resourco is
available. 'The projects in thesc areas are usually very small.  In the
fiscal year 1949 only 156 States budgeted more than $15,000 for the
ontirc State for arcas of special need. Many of the areas of special
need are relativoly small communitics. For example, 6 of the 11
areas of special nood in 'exas are in counties having no city as large as
50,000. Of the 8 arcas of special need in Florida, 8 have no city of
50,000. In several States servicos i)rovidml through the use of FFed-
oral funds are set up primarily for children coming to the community
from other parts of the Stato, ¥or example, in Kansas City, Kans.,
Federal funds were used to provide convalescent care in boarding
homes for children suffering from poliomyelitis who were under treat-
mont at the University of Kansas Medical Conter.  Of course, these
came from all parts of the State. In Kl Paso, Tox., funds are provided
for unmarried mothers, many of whom come from other parts of the
State, including rural areas,

HOW THE PROPOBED LEGISLATION WOULD HELP

The provisions of H. R. 6000 with reference to child welfare make
no change in the present law except for doubling the amount of money
authorized and the amount of the flat allotment to cach State, and o
a{wcml provision for return of run-away children. In other words
the bill as it camo from the House of Represontatives authorized an
annual o.pproyriat,ion of $7,000,000 and a flat allotmont to ench State
of $40,000. There is no amount earmarked for run-away children,
but each State neceding such service would budget for it within its
goneral allotmeont.

While the increase to $7,000,000 would assist in extending the
services provided, it represonts onler about $1,500,000 more than the
States are now budgoting under child welfare plans, It is for this
reason, and because of the very great noed for substantial expansion
of the program, that the recommendation has beon made for increasing
the amount of the annual appropriation authorized to $12,000,000.

Senator Kenr. May I ask you a question?

Miss Lenroor. Yes, Senator,

Senator Kern. The first sentonce there reads:

While the inoreaso to $7,000,000 would assist in oxtending the services provided,
it represents only about $l’,506,000 more than the States are now budgeting under
ohild welfare plans,

?oeg not the $7,000,000 figure double the amount of the appropria-
ion :

Miss Lenroor. It doubles the amount of the annual appropriation
Senator. But, ss I explained, the law provides that unoxponded
balances for one year may be carried over for two additional years.
Now, during the year there was great difficulty in obtaining child
welfare workers for theso programs, and the States accumulated un-
expended balances, which they are mzw spending, because they can
now got the woykers. So that for the fiscal year 1950 they have

? -
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budgeted over 5,500,000, of which $3,500,000 is the annual appro-
priation and $2,000,000 1s the unexpended balanco from previous
vears, . . .

Sonator Kere. Did they not participate in the cost of that pro-
gram? . . . .

Miss LeEnroor. Tho Social Security Act, Senator, provides that
Federal funds pay part of tho cost of service. There is no fixed
ratio,  Now, actually a great many of the States pay from State and
local funds far more than the Federal Government expends.

Senator Kerr,  Waell, is that no reflected in that amount of $5,500,-

Miss Lunnroor. Thoe $5,500,000 refers only to Federal funds, Sena-
tor.

Senator Kerr. That are budgeted?

. l\{iss LkNrooT, Yes. Then m addition the States have their own
unds.

Senator Kenn., Then you do not think that the addition of the
$1,500,000 amount from the Federal Government would bring about
u proportionate amount. from the States?

Miss Lexnoor. It might bring about some increase. In some
States, they are alvendy spending much moro than the Federal amount.

Senator Kenr. If thoy are spending much more proportionately
out of their own funds than they are getting from the Federal funds,
would not an inerease from the Federal funds biring about a propor-
tionate increase in their funds, maybe? C o

Miss Lrnnoor, It might. Of course, there is no direct provision
for matching in this section of the act.

Senator KXerr. Could there be?

Miss Linnoor. If the Congress desired to insert such a provision.

Scenator Kerr. If many of the States ave over 100 pereent of the
total matching funds, the fact that the requirement is not there has
not kept the matehing from being there.

Miss LrNroor. Noj I think this has been a great stimulus to the
States to do more for children.  And I think it would be a stimulus.
But I think on the basis of tho information the States have given us
there i8 a very great need for much greater expenditures,

Senator Kenr. Ican understand that, but I cannot understand how,
if a certain amount produces a certain amount of matching money by
tho States, an increaso of it would not bring about an increase of
matching money.

Miss Lienroor, Well, supposing for the sake of conjecture that the
States in the next year or so would spend another million and a
half more from their own funds. That would still be far from ade-
quate to deal with the situations that I have recited here.

Senator Kerg. I think it should be presented on that basis then,

Miss Lenroor. I think if the committee wishes to consider some
kind of matching formula I would have no objection to it.

. Tho Onairman. Miss Lonroot, you spoke of the use of the deten-
tion homes and the jails for the children, for the detention of de-
pendent children. :

Miss LrNroor. Yes,

. 'The CrARMAN. Suppose the urpropriation of $3,500,000 were now
increased to $12,000,000. I believe that is what you are recom-
mending?
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Miss Lennoor. Yes.
‘The Cuaruman. Inetead of merely doubling it?
Mo Lunnoov. Yes; Mr. Chairman,
PThe C'wainmoev What changes would then take place so far ns
that purt of the program was concerned?
M Lawnoor Sowsw part of that monoy would undoubtedly be
av * 7 - the provison of temnporary caro for these children, either in
reosnnmnlating 6 or ¥ or 12 or 15 children, or in foster
. uwmf LEIDPOTREY Care.
cunxad Do vou think it would get them out of the deten-
e . v miwsh the Jails?
Atues Lannwrr. b oahink it would help very much, Senator, toward
g hhen out
The Crainwan You do ant think that the increase to $12,000,000
would soromplish that, along with the other necessary things that you
recommend ? .
Miss Lxxnoor. It would only go a cortain part of the way toward
#. It would not, with that amount of money, in any complete senso,
sulve the problem of the detention of children in jails and dotention

- Om the basis of review of the situation in 44 States the following is
an approximate distribution of the ways in which the additional
smount of $8,500,000 would probably bo spent; that is, if we should
go to $12,000,000. It is understood, of course, that this distribution
might bo changed in tho light of conditions at the timo additional
funds might be made availablo and further consideration of the needs;
but this is & rough estimate: . . .
For State services, $1,275,000.
For local child-welfaro services, $3,145,000.
+ For educational leave; that is, for enabling workers to get training,
$050,000. )
Yor special projects, such as homemaker service,.fostor-family caro,.
tomporary care, roturn of runaway childron, $3,315,000. )
Qther purposes, $85,000. .
The development of these additional services would assist in mootin,
the problems of juvenile delinquency—assist; they would not go a
of the way by any means-—thrugh providing additional child-welfare
workers and consultants, provision for training of personnel-—including
?ersonnel engaged in juvenile ddlinqrenoy work—and through foster-
amily care, detention care and other special projects, It would
however, be possible to mpet only a portion of the need in the fiold
of juvenile delinquency, as well as in othor fields. It is probablo,
for oum‘ple, that only & small amount within this total could be
assigned for special work in improving rtandards of care in institutions
for f\?venilo delinquenta. - L - i y
.. In making these recommendations I wish to mako it olear that I
believe that all child-welfare work should rest on the philosophy which
. recognizen the vital importance of voluntary effort as well as tho
appropriate role of publip agencies, Both public and private apenciee
represont essontial aspects of our society. \ The development of public
wolfare sorvices should tgke into full account the importance of stim-
ulating and enconraging®oth public and, private effort, and relation-.
ships of cooperation and mutual asslatagce shoild be fostered. *. -
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Specifically, tho following policies seem to -us essential in -the
further development of public child-welfare services:

1, Federal policy should be developed after full consideration by a
national advisory committee on which public and private agencies
concerned with child welfare, as well as professional and. citizens
groups, are represented.

2. State plans involving the use of Federal aid should provide for
the development of similarly constituted advisory committees.

3. Provisions' of such State plans relating to extension of public
child-welfare services into new areas or new types of services, or
expansion of existing programs, should show that review has been
made of the local situation ,g(p_gi has indicated needs that cannot be
met through present resources of }mbl,ic and private agencies.

hIIn ndd}iuon, I wish to make the following points, as representing my
- philosophy: ‘o

1. To 8 oxtont required to provide needed services, expansion of
the seryices of both public ‘and: private agencies and adaptation of
their programs as changing needs fnay require, sliould be aimed for.

2. Public fundg slipuld bo adpiinistered through?public agencics,
"whigh howovep/may} utilizd-thd serv;ge%of privatéyagencies when
appropriate wj moot Ytho phirticylar notds ‘pf mdividlf‘q children for
whom tho ﬁublioﬂ'ago‘pg;y" respongibility, Payments to private

¢ncies should be on‘a per’capita, % diemugmsis relat%d to the coat

A , i P A

" olicare. .
. In providing fo _ildg; farp dervices tho needn of children for
i cordinc witly the faith of their

ous trajfilng.in
Hfully safl:}h ardedy b VY

conclus ?n may} x{epcaﬁgwl t 1 said to the Wa#s and Means

Colgmitteo o %he ([Housé' of Repfesenkatives when digbussing similar

rents should

hé needs o %ﬁldren ,9&'1'54;% be pdgtponed. Their lives cannot

be relived. ~Their necds/fust ba.met now if they,&re to become the
kind of 3gjtizens who Will.be.able'to deal with the problems of the
complex sagiety in which we live—citizens whfg “¢an assume their full
share of re sibility for carrying on the ,pfinciples which are the
foundation of oing(emocmc .

1 cannot urge %im%gﬁr Fgm , that there be action by the
present Congress in their be f}T .

The CHAIRMAN. Any questions, Senator?

Senator KErRr. No questions.

- The CuairMaN. Thank you very much, Miss Lenroot, for your
appearance hero. We may, during the hearings, call you back.

f there are no other witnesses scheduled for the morning, the
committee will recess until 10 o’clock Monday, at which time the
repxl"eisentatives from the States will be heard as to their welfare
problems.

(Thereupon, at 11:45 a. m., the committee recessed until Monday,
January.23, 1950, at 10 a. m,
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