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SOCIAL SECURITY AMENDMENTS OF 1955

WEDNESDAY, JANUARY 25, 1956

Unirep STATES SENATE,
ComMrrTEE ON FINANCE,
Washington,D. C.

The committee met, pursuant to recess, at 10:15 a. m., in room 312,
S_e(alrl}ate Office Building, Senator Harry Flood Byrd (chairman) pre-
siding.

_Present: Senators Byrd, George, Kerr, Frear, Long, Martin, Wil-
liams, Malone, and Bennett.

Also present : Elizabeth B. Springer, chief clerk.

The CuatraraN. The committee will come to order.

The bill under consideration is H. R. 7225, a copy of which I now
submit for the record as well as a report thereon by the Bureau of
the Budget and the United States Civil Service Commission.

(The bill and reports referred to follow:)

[H. R. 7225, 84th Cong., 1st sess.]

AN ACT To amend title II of the Social Security Act to provide disability insurance
benefits for certain disabled individuals who have attained age fifty, to reduce to age
sixty-two the age on the basis of which benefits are payable to certain women, to provide
for continuation of child's insurance benefits for children who are disabled before
attaining age eighteen, to extend coverage, and for other purposes

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That this Act may be cited as the “Social
Security Amendments of 1955.”

TITLE I—AMENDMENTS TO TITLE II OF THE SOCIAL SECURITY ACT

CONTINUATION OF CHILD’S INSURANCE BENEFITS FOR CHILDREN WHO ARE DISABLED
BEFORE ATTAINING AGE EIGHTEEN

Src. 101. (a) Section 202 (d) (1) of the Social Security Act (relating to child’s
insurance benefits) is amended by striking out “or attains the age of eighteen'
and inserting in lieu thereof “attains the age of eighteen and is not under a disa-
bility (as defined in section 223 (¢) (2) and determined under section 221)
which began before the day on which he attained such age, or ceases to.be
under a disabiilty (as so defined and determined) on or after the day on which
he attains the age of eighteen.” . .

(b) The first sentence of section 203 (a) of such Act (x:elatmg to maximum
benefits) is amended by striking out “gfter any deductions under this sec-
tion,” each place it appears and inserting in lieu thereof “after any deductions
under this section, after any deductions under section 222 (b), and after any
reduction under section 224,”. .

(c) Section 203 (b) of such Act (relating to deductions from benefits on ac-
count of certain events) is amended by adding after paragraph (5) the follqwing.

“For purposes of paragraphs (3), (4), and (5), a child shal} not pe considered
to be entitled to a child’s insurance benefit for any month in which an event
specified in section 222 (b) occurs with respect to such child. In t'he, case of any
child who has attained the age of eighteen and is entitled to child’s mg;ul,'ance
benefits, no deduction shall be made under this subsection from any child’s in-

1
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surance benefit for the month in which he attained the age of eighteen or any
subsequent month.”
(d) Section 203 (d) of such Act (relating to occurrence of more than one
event) is amended by inserting after “(c¢)” the following: “and section 222 (b)”.
(e) Section 203 (h) of such Act (relating to circumstances under which
deductions not required) is amended to read as follows:

“CIRCUMSTANCES UNDER WHICH DEDUCTIONS AND REDUCTIONS NOT REQUIRED

“(h) In the case of any individual—
“(1) deductions by reason of the provisions of subsection (b), (f), or
(g) of this section, or the provisions of section 222 (b), shall, notwith-
standing such provisions, be made from the benefits to which such indi-
vidual is entitled, and
‘“(2) any reduction by reason of the provisions of section 224 shall,
notwithstanding the provisions of such section, be made with respect to
the benefits to which such individual is entitled,
only to the extent that such deductions and reduction reduce the total amount
which would otherwise be paid, on the basis of the same wages and self-
employment income, to such individual and the other individuals living in the
same household.”

(f) The amendment made by subsection (a) shall apply only in the case of a
child (as defined in section 216 (e) of the Social Security Act) who attained
the age of eighteen after 1953, and then only with respect to monthly benefits
under section 202 of such Act for months after December 1955; except that—

(1) in the case of such a child whose entitlement (without regard to the
amendment made by subsection (a), but with regard to the last sentence of
this subsection) to child’s insurance benefits under such section 202 ended
with a month before January 1956 solely by reason of having attained the
age of eighteen, such amendment shall apply—

(A) only if an application for monthly insurance benefits by reason
of such amendment is filed by such child after the month in which
this Act is enacted and such child is under a disability (as defined in
section 223 (c¢) (2) of the Social Security Act and determined as pro-
vided in section 221 of such Act) at the time he files such application,
and

(B) only with respect to such benefits for months after whichever
of the following is the later: December 1955 or the month before the
month in which such application was filed, and

(2) for purposes of title II of such Act (other than section 202 (d) (1)),
a child referred to in paragraph (1) of this subsection shall not, by reason
of the amendment made by subsection (a), be deemed entitled to child’s
insurance benefits before the month determined as provided in paragraph
(1) (B) of this subsection.

For purposes of the amendment made by subsection (a), and for purposes of
applying this subsection, a child who attained the age of eighteen after 1953
and before 1956 and who did not file application for child’s insurance henefits
under section 202 of such Act before he attained such age shall be deemed to
have filed an application for child’s insurance benefits under such section on
the last day of the month preceding the month in which he attained such age.

RETIREMENT AGE FOR WOMEN

Sec. 102. (a) Section 216 (a) of the Social Security Act is amended to read as
follows :
“Retirement Age

“(a) The term ‘retirement age’ means—

“(1) in the case of a man, age sixty-five, or
“(2) in the case of a woman, age sixty-two.”

{b) (1) Except as provided in paragraphs (2) and (4), the amendment made
by subsection (a) shall apply only in the case of monthly benefits under title II
of the Social Security Act for months after December 1955 and in the case of
lump-sum death payments under section 202 (i) of such Aect with respect to
deaths after December 1955.

(2) In the case of any individual whose entitlement to wife’s or mother's
insurance benefits under section 202 of the Social Security Aot (as in effect prior
to the enactment of this Act) ended with a month before January 1956, the
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amendment made by subsection (a) shall apply, for purposes of subsection (b)
or (e) of such section 202, only in the case of monthly benefits under such
subsection for months after December 1955 and then only if an application is
filed by such individual after December 1955.

(3) For purposes of section 215 (b) (3) (B) of the Social Security Act (but
subject to paragraph (1) of this subsection)—

(A) a woman who attained age sixty-two prior to 1956 and who was not
eligible for old-age insurance benefits under section 202 of such Act (as in
effect prior to the enactment of this Act) for any month prior to 1956 shall
be deemed to have attained age sixty-two in 1956 or, if earlier, the year in
which she died;

(B) a woman shall not, by reason of the amendment made by subsection
(a), be deemed to be a fully insured individual before January 1956 or the
month in which she died, whichever month is the earlier; and

(C) the amendment made by subsection (a) shall not be applicable in
the case of any woman who was eligible for old-age insurance benefits under
such section 202 for any month prior to 1956.

A woman shall, for purposes of this paragraph, be deemed eligible for old-age
insurance benefits under section 202 of such Act for any month if she was or
would have been, upon filing application therefor in such month, entitled to such
benefits for such month.

(4) For purposes of section 209 (i) of such Act, the amendment made by
subsection (a) shall apply only with respect to renumeration paid after
December 1955.

DISABILITY INSURANCE BENEFITS FOR CERTAIN DISABLED INDIVIDUALS WHO HAVE
ATTAINED AGE FIFTY

Sec. 103. (a) Title IT of the Social Security Act is amended by inserting after
section 222 the following new sections:

“DISABILITY INSURANCE BENEFIT PAYMENTS

“Disability Insurance Benefits

“Skc. 223. (a) (1) Every individual who—
“(A) is insured for disability insurance benefits (as determined under
subsection (¢) (1)),
“(B) has attained the age of fifty and has not attained retirement age
(as defined in section 216 (a)),
“(C) has filed application for disability insurance benefits, and
“(D) is under a disability (as defined in subsection (c¢) (2) and deter-
mined under section 221) at the time such application is filed,
shall be entitled to a disability insurance benefit for each month, beginning with
the first month after his waiting period (as defined in subsection (c) (3)) in
which he becomes so entitled to such insurance benefits and ending with tl}e
month preceding the first month in which any of the following occurs: his
disability ceases, he dies, or he attains retirement age.
“(2) Such individual's disability insurance benefit for any month shall‘be
equal to his primary insurance amount for such month determlped under section
215 as though he became entitled to old-age insurance benefits in the first month

of his waiting period.
“Filing of Application

“ lication for disability insurance benefits which is filed more than
ninébn)mlzt(:)h:pbl:afore the first month for which the app!icant becomes entitled 150
such benefits shall be accepted as a valid application for purposes of tpls
section ; and no such application which is filed in or before the month in which
the Social Security Amendments of 1955 are enacted shall be accepted.

“Definitions

“ For purposes of this section— L .

(c)“(i) Xn individual shall be insured for disability insurance benefits in
month if— ) o

any “(A) be would have been a fully and currently insured individual

(as defined in section 214) had he attained retirement age and filed
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application for benefits under section 202 (a) on the first day of such
month, and

*“(B) he had not less than twenty quarters of coverage during the
forty-quarter period ending with the guarter in which such first day
occurred, not counting as part of such forty-quarter period any quarter
any part of which was included in a period of disability (as defined in
section 216 (i)) unless such guarter was a quarter of coverage.

“(2) The term ‘disability’ means inability to engage in any substantial
gainful activity by reason of any medically determinable physical or
mental impairment which can be expected to result in death or to be of
long-continued and indefinite duration. An individual shall not be con-
sidered to be under a disability unless he furnishes such proof of the
existence thereof as may be required.

“(3) The term ‘waiting period’ means, in the case of any application for
disability insurance benefits, the earliest period of six consecutive calendar
months—

“(A) throughout which the individual who files such application has
been under a disability, and

“(B) (i) which begins not earlier than with the first day of the sixth
month before the month in which such application is filed if such
individual is insured for disability insurance benefits in such sixth
month, or (ii) if he is not so insured in such month, which begins not
earlier than with the first day of the first month after such sixth
month in which he is so insured.

Notwithstanding the preceding provisions of this paragraph, no waiting
period may begin for an individual before July 1, 1955; nor may any such
period begin for an individual before the first day of the sixth month before
the month in which he attains the age of fifty.

“REDUCTION OF BENEFITS BASED ON DISABILITY

“SEc. 224. (a) If—

“(1) any individual is entitled to a disability insurance benefit for any
month, or to a child’s insurance benefit for the month in which he attained
the age of eighteen or any subsequent month, and

“(2) either (A) it is determined under any other law of the United
States or under a system established by any agency of the United States
(as defined in subsection (e) that a periodic benefit is payable by any agency
of the United States for such month to such individual, and the amount of or
eligibility for such periodic benefit is based (in whole or in part) on a
physical or mental impairment of such individual, or (B) it is determined
that a periodic benefit is payable for such month to such individual under
a workmen’s compensation law or plan of a State on account of a physical
or mental impairment of such individual,

then the benefit referred to in paragraph (1) shall be reduced (but not below
zero) by an amount equal to such periodic benefit or benefits for such month.
If such benefit referred to in paragraph (1) for any month is a child’s insurance
benefit and the periodic benefit or benefits referred to in paragraph (2) exceed
such child’s insurance benefit, the monthly benefit for such month to which
an individual is entitled under subsection (b) or (g) of section 202 shall be
reduced (but not below zero) by the amount of such excess, but only if such
individual would not be entitled to such monthly benefit if she did not have such
chlifld) in her care (individually or jointly with her husband, in the case of a
wife).

“(b) If any periodic benefit referred to in subsection (a) (2) is determined
to be payable on other than a monthly basis (excluding a benefit payable in
a lump sum unless it is a commutation of, or a substitute for, periodic payments),
reduction of the benefits under this section shall be made in such amounts as
the Secretary finds will approximate, as nearly as practicable, the reduction
prescribed in subsection (a).

“(c) In order to assure that the purposes of this section will be carried out,
the Secretary may, as a condition to certification for payment of any monthly
insurance benefit payable to an individual under this title (if it appears to him
that there is a likelihood that such individual may be eligible for a periodic
benefit which would give rise to a reduction under this section), require adequate
assurance of reimbursement to the Trust Fund in case periodic benefits, with
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r(?sPect to which such a reduction should be made, become payable to such in-
dlzldual and such reduction is not made.

‘(d) Any agency of the United States which is authorized by any law of the
‘United States to pay periodic benefits, or has a system of periodic benefits,
which are based in whole or in part on physical or mental impairment, shall
(at tl}e request of the Secretary) certify to him, with respect to any individual
such information as the ‘Secretary deems necessary to carry out his functions:
under subsection (a).

“(e) For purposes of this section, the term ‘agency of the United States’
means any department or other agency of the United States or any instru-
mentality which is wholly owned by the United States.

“SUSPENSION OF BENEFITS BASED ON DISABILITY

Seo, 225. If the Secretary, on the basis of information obtained by or sub-
mitted to him, believes that an individual entitled to benefits under section 223,
or that a child who has attained the age of eighteen and is entitled to benefits
under section 202 (d), may have ceased to be under a disability, the Secretary
may suspend the payment of benefits under such section 223 or 202 (d) until
it is determined (as provided in section 221) whether or not such individual’s
disability has ceased or until the Secretary believes that such disability has not
ceased. In the case of any individual included under an agreement with a
State under section 221 (b), the Secretary shall promptly notify the State of
his action under this subsection and shall request a prompt determination of
whether such individual's disability has ceased. For purposes of this section,
t(h(; t(e2r)m ‘disability’ has the meaning assigned to such term in section 223

[ >

(b) Section 222 of such Act is amended to read as follows:

“REHABILITATION SERVICES

“Referral for Rehabilitation Services

“Sec., 222, (a) It is hereby declared to be the policy of the Congress that
disabled individuals applying for a determination of disability, and disabled
individuals who are entitled to child’s insurance benefits, shall be promptly
referred to the State agency or agencies administering or supervising the ad-
ministration of the State plan approved under the Vocational Rehabilitation
Act for necessary vocational rehabilitation services, to the end that the maxi-
mum number of such individuals may be rehabilitated into productive activity.

“Deductions on Account of Refusal To Accept Rehabilitation Services

“(b) Deductions, in such amounts and at such time or times as the Secretary
shall determine, shall be made from any payment or payments under this title
to which an individual is entitled, until the total of such deductions equals
such individual's benefit or benefits under sections 202 and 223 for any month
in which such individual, if a child who has attained the age of eighteen and
is entitled to child’s insurance benefits or if an individual entitled to disability
insurance benefits, refuses without good cause to accept rehabilitation services
available to him under a ‘State plan approved under the Vocational Rehabilita-

tion Act.
“QService Performed Under Rehabilitation Program

“(c¢) For purposes of sections 216 (i) anq 223, an i.ndividual shall not be
regarded as able to engage in substantial gainful actupty sole}y by_ reason.of
services rendered by him pursuant to a program for his rel_la.lbul‘tatlon carrlgd
on under a State plan approved under the Vocational Rehab.lhtatlon Act. This
subsection shall not apply with respect to any such services rendergd after
the eleventh month following the first month during which such services are
red.” .

rerégt)a (1) Section 202 (a) (3) of such Act (relating to old-age insurance

benefits) is amended to read as follows: .

‘ “(3) has filed application for old-age insurance peneﬁts or was_entlt}ed
to disability insurance benefits for the month preceding the month in which
he attained retirement age,”- .

(2) Section 202 (k) (2) (B) of such Act (relating to entitlement to more
than one benefit) is amended by striking out “who under the preceding pro-
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visions of this section” and inserting in lieu thereof “who, under the preceding
provisions of this section and under the provisions of section 223,”.

(3) Section 202 (n) (1) (A) of such Act (relating to denial of benefits in
certain cases of deportation) is amended by inserting “or section 223" after
*this section”.

(4) Section 215 (a) of such Act (relating to comnutation of the primary
insurance amount) is amended by adding at the end thereof the following new
paragraph :

“(3) Notwithstanding paragraphs (1) and (2), in the case of any individual
who in the month before the month in which he attains retirement age or dies,
whichever first occurs, was entitled to a disability insurance benefit, his primary
insurance amount shall be the amount computed as provided in this section
(without regard to this paragraph) or his disability insurance benefit for such
earlier month, whichever is the larger.”

(5) Section 215 (g) of such Act (relating to rounding of benefits) is amended
by striking out ‘“section 202" and inserting in lieu thereof “section 202 or 223”.

(6) The first sentence of section 216 (i) (1) of such Act (defining ‘“disability”
for purposes of preserving insurance rights during periods of disability) is
amended by striking out “The” at the heginning and inserting in lieu thereof
‘“Except for purposes of sections 202 (d), 223, and 225, the”.

(7) The first sentence of section 221 (a) of such Act (relating to determina-
tions of disability by State agencies) is amended by striking out “(as defined in
section 216 (i))” and inserting in lieu thereof “(as defined in section 216 (i)
or 223 (e))”.

(8) Section 221 (¢) of such Act (relating to review by Secretary of determina-
tions of disability) is amended by striking out “a disability” the two places it
appears and in<erting in lieu thereof “a disability (as defined in section 216 (i)
or 223 (c))” the first place it appears and “a disability (as so defined)” the
second place it appears.

(d) (1) The amendment made by subsection (a) shall apply only with respect
to monthly benefits under title II of the Social Security Act for months after
December 1955.

(2) For purposes of determining entitlement to a disability insurance henefit
for any month after December 1955 and before June 1956, an application for dis-
ability insurance benefits filed by any individual after January 1956 and before
July 1956 shall be deemed to have been filed during the first month after Decem-
ber 1955 for which such individual would (without regard to this paragraph)
have been entitled to a disability insurance benefit had he filed application before
the end of such month.

EXTENSION OF COVERAGE
Service in Connection With Gum Resin Products

SEc. 104. (a) Section 210 (a) (1) of the Social Security Act is amended to
read as follows:

“(1) Service performed by foreign agricultural workers (A) under con-
tracts entered into in accordance with title V of the Agricultural Act of
1949, as amended, or (B) lawfully admitted to the United States from the
Bahamas, Jamaica, and the other British West Indies on a temporary basis
to perform agricultural labor;’.

Employees of Federal Home Loan Banks and of the Tennessee Valley Authority

(b) (1) Section 210 (a) (6) (B) (ii) of such Act is amended by inserting
“a Federal Home Loan Bank,” after “a Federal Reserve Bank,”.
(2) Section 210 (a) (6) (C) (vi) of such Act is amended to read as follows:
“(vi) by any individual to whom the Civil Service Retirement Act of
1930 does not apply because such individual is subject to another retire-
ment system (other than the retirement system of the Tennessee Valley
Authority) ;”.

Share-Farming Arrangements

(¢) (1) Section 210 (a) of such Act is amended by striking out ‘“‘or” at the
end of paragraph (14), by striking out the period at the end of paragraph (15)
and inserting in lieu thereof “; or”, and by adding after paragraph (15) the
following new paragraph:

“(16) Service performed by an individual under an arrangement with the
owner or tenant of land pursuant to which—
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“(A) such individual undertakes to produce agricultural or horticul-
tm:al commodities (including livestock, bees, poultry, and fur-bearing
animals and wildlife) on such land,

. “(B) the agricultural or horticultural commodities produced by such
individual, or the proceeds therefrom, are to be divided between such
individual and such owner or tenant, and

“(C) the amount of such individual’s share depends on the amount of
the agricultural or horticultural commodities produced.”

(2) Section 211 (a) (1) of such Act is amended by adding at the end thereof
the following: “‘except that the preceding provisions of this paragraph shall not
apply to any income derived by the owner or tenant of land if (A) such income
is derived under an arrangement, between the owner or tenant and another in-
dividual, which provides that such other individual shall produce agricultural or
horticultural commodities (including livestock, bees, poultry, and fur-bearing
animals and wildlife) on such land, and that there shall be material participation
by the owner or tenant in the production of such agricultural or horticultural
commodities, and (B) there is material participation by the owner or tenant with
respect to any such agricultural or horticulaural commodity ;”.

(3) Section 211 (¢) (2) of such Act is amended to read as follows:

“(2) The performance of service by an individual as an employee (other
than service described in section 210 (a) (14) (B) performed by an indi-
vidual who has attained the age of eighteen, service described in section
210 (a) (16), and service described in paragraph (4) of this subsection) ;”.

Professional Self-Employed

(d) Paragraph (5) of section 211 (c) of such Act is amended to read as
follows :

“(5) The performance of service by an individual in the exercise of his
profession as a physician (determined without regard to section 1101 (a)
(7)) or as a Christian Science practitioner; or the performance of such
service by a partnership.”

Effective Dates

(e) The amendments made by paragraph (1) of subsection (c) shall apply
with respect to service performed after 1954. The amendments made by para-
graphs (2) and (3) of such subsection shall apply with respect to taxable years
ending after 1954. The amendments made by subsection (a) and (b) shall apply
with respect to service performer after 1955. The amendment made by subsec-
tion (d) shall apply with respect to taxable years ending after 1955.

TIME FOR FILING REPORTS OF EARNINGS AND FOR CORRECTING SECRETARY’S RECORDS

Sec. 105. (a) The second sentence of section 203 (g) (1) of the Social Se-
curity Act (relating to report of earnings to Secretary) is amended by striking
out “third” and inserting in lieu thereof “fourth”. The amendment made by
the preceding sentence shall apply in the case of monthly benefits under title
1I of such Act for months in any taxable year (of the individual entitled to
such benefits) beginning after 1954. . . L

(b) Section 205 (c¢) (1) (B) of such Act (relating to perlo_d of 1_1m1§atu_ms
for correcting records) is amended by striking out “two” and inserting in lieu
thereof “three”.

COMPUTATION OF AVERAGE MONTHLY WAGE

SEc. 106 (a) Section 215 (b) (1) of the Social Security Act is amended to
follows : .

reil‘(zba)S (1) An individual’s ‘average monthly wage’ shall. be the quotient ol)talu;ed
by dividing the total of his wages and self-employment income aftgr his starting
date (determined under paragraph (2)) and prior to his closing d_ate (de-
termined under paragraph (3)), by the number of moqths elapsing after such
starting date and prior to such closing date, excluding from such elapsed
monthﬁ (A) the months in any year prior to the year in yvhich he attained the
age of twenty-two if less than two quarters of such prior year were quarters

of coverage, and . . . )
“(B) the months in any year any part of which was 1nc1u'ded in a pe}'l_od
of disability except the months in the year in which such period of disability

73192—56—pt. 1—2
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began if their inclusion in such elapsed months (together with the inclusion
of the wages paid in and self-employment income credited to such year)
will result in a higher primary insurance amount.
Notwithstanding the preceding provisions of this paragraph when the number
of the elapsed months computed under such provisions (including a computation
after the application of paragraph (4)) is less than eighteen, it shall be increased
to eighteen.”

(b) Section 215 (d) (5) of such Act is amended by striking out “any quarter
prior to 1951 any part of which was included in a period of disability shall be
excluded from the elapsed quarters unless it was a quarter of coverage, and
any wages paid in any such quarter shall not be counted.” and inserting in lien
thereof ‘‘all quarters, in any year prior to 1951 any part of which was included in
a period of disability, shall be excluded from the elapsed quarters and any wages
paid in such year shall not be counted. Notwithstanding the preceding sentence,
the quarters in the year in which a period of disability began shall not be ex-
cluded from the elapsed quarters and the wages paid in such year shall be
counted if the inclusion of such quarters and the counting of such wages result
in a higher primary insurance amount.”

(e) Section 215 (e) (+4) of such Act is amended to read as follows:

*(4) in computing an individual’s average monthly wage, there shall not
be counted—
“(A) any wages paid such individual in any year any part of which
was included in a period of disability, or
*“(B) any self-employment income of such individual credited pur-
suant to section 212 to any year any part of which was included in a
period of disability,
unless the months of such year are included as elapsed months pursuant to
section 215 (b) (1) (B).”

(d) The amendments made by this section shall apply in the case of an individ-
ual (1) who becomes entitled (without the application of section 202 (j) (1) of
the Social Security Act) to benefits under section 202 (a) of such Act after the
date of enactment of this Act, or (2) who dies without becoming entitled to
benefits under such section 202 (a) and on the basis of whose wages and self-
employment income an application for benefits or a lump-sum death payment
under section 202 of such Act is filed after the date of enactment of this Act, or
(3) who becomes entitled to benefits under section 223 of such Act, or (4) who
files, after the date of enactment of this Act, an application for a disability
determination which is accepted as an application for purposes of section 216 (i)
of such Act.

ADVISORY COUNCIL ON SOCIAL SECURITY FINANCING

Skc. 107. (a) There is hereby established an Advisory Council on Social
Security Financing for the purpose of reviewing the status of the Federal Old-
Age and Survivors Insurance Trust Fund in relation to the long-term commit-
ments of the old-age and survivors insurance program.

(b) The Council shall be appointed by the Secretary after February 1957 and
before January 1958 without regard to the civil-service laws and shall consist of
the Commissioner of Social Security, as chairman, and of twelve other persons
who shall, to the extent possible, represent employers and employees in equal
numbers, and self-employed persons and the publie.

(¢) (1) The Council is authorized to engage such technical assistance, includ-
ing actuarial services, as may be required to carry out its functions, and the
Secretary shall, in addition, make available to the Council such secretarial,
clerical, and other assistance and such actuarial and other pertinent data pre-
pared by the Department of Health, Education, and Welfare as it may require
to carry out such functions.

(2) Members of the Council, while serving on business of the Council (inclusive
of travel time), shall receive compensation at rates fixed by the Secretary, but
not exceeding $50 per day ; and shall be entitled to receive actual and necessary
traveling expenses and per diem in lieu of subsistence while so serving away from
their places of residence.

(d) The Council shall make a report of its findings and recommendations
(including recommendations for changes in the tax rates in sections 1401, 3101,
and 3111 of the Internal Revenue Code of 1954) to the Secretary of the Board of
Trustees of the Federal Old-Age and Survivors Insurance Trust Fund, such report
to be submitted not later than January 1, 1959, after which date such Council
shall cease to exist. Such findings and recommendations shall be included in the
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annual report of the Board of Trustees to be submitted to the Congress not later
than March 1, 1959.

(e) Not earlier than three years and not later than two years prior to January
1 of the first year for which each ensuing scheduled increase (after 1960) in the
tax rates is effective under the provisions of sections 3101 and 3111 of the Internal
Revenue Code of 1954, the Secretary shall appoint an Advisory Council on Social
Security Financing with the same functions, and constituted in the same manner,
as prescribed in the preceding subsections of this section. Bach such Council
shall report its findings and recommendations, as prescribed in subsection (d),
not later than January 1 of the year preceding the year in which such scheduled
change in the tax rates occurs, after which date such Council shall cease to exist,
and such report and recommendations shall be included in the arnual report of
the Board of Trustees to be submitted to the Congress not later than the March 1
following such January 1.

DEFINITION OF SECRETARY

SEC. 108. As used in this Act and in the provisions of the Social Security Act
set forth in this Aect, the term “Secretary” means the Secretary of Health,
Education, and Welfare.

AMENDMENTS PRESERVING RELATIONSHIP BETWEEN RAILROAD RETIREMENT AND OLD-
AGE AND SURVIVORS INSURANCE

SEc. 109. (a) Section 1 (q) of the Railroad Retirement Act of 1937, as amended,
is amended by striking out “1954”’ and inserting in lieu thereof “1955”.

(b) Section 5 (£) (2) of the Railroad Retirement Act of 1937, as amended, is
amended—

(1) by striking out “age sixty-five” each place it appears and inserting in
lieu thereof “retirement age (as defined in section 216 (a) of the Social
Security Act)”; and

(2) by striking out “section 202” each place it appears and inserting in
lieu thereof “title I1”.

TITLE II—AMENDMENTS TO INTERNAL REVENUE CODE OT 1954

DISTRICT OF COLUMBIA CREDIT UNIONS

Skc. 201. (a) Subchapter B of chapter 21 of the Internal Revenue Code of 1954
is amended by adding at the end thereof the following new section :

“SEC. 3113. DISTRICT OF COLUMBIA CREDIT UNIONS.

“Notwithstanding the provisions of section 16 of the Act of June 23, 1932 (D. C.
Code, sec. 26-516; 47 Stat. 331), or any other provision of law (whether enacted
before or after the enactment of this section) which grants to any credit union
chartered pursuant to such Act of June 23, 1932, an exemption from taxation,
such credit union shall not be exempt from the tax imposed by section 3111.”

STAND-BY PAY

(b) Section 3121 (a) (9) of the Internal Revenue Code of 1954 is amended to
read as follows: . .
“(9) any payment (other than vacation or sick pay) made to an employee
after the month in which— .
“(A) in the case of a man, he attains the age of 65, or
“(B) in the case of 2 woman, she attains the age of 62, . )
if such employee did not work for the employer in the period for which such
payment is made; or”.

SERVICE IN CONNECTION WITH GUM RESIN PRODUCTS

i 1) of such Code is amended to read as follows:

@ §?10§msr(lefvli%}a i)lf)e:'f(()rr)ned by foreign a.gricultural worl‘iers (A) under con-
tracts entered into in accordance with title V of the Agricultural Act of 1949,
as amended (65 Stat. 119; 7 U. 8. C. 1461,—146:8), or (B) lawfully a_dr_mtted to
the United States from the Bahamas, J amaica, and the otgler British West
Indies on a temporary basis to perform agricultural labor ;.
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EMPLOYEES OF FEDERAL HOME LOAN BANKS AND OF THE TENNESSEE VALLEY AUTHORITY

(d) (1) Section 3121 (b) (6) (B) (ii) of such Code is amended by inserting
“a Federal Home Loan Bank,” after ‘‘a Federal Reserve Bank,”.
(2) Section 3121 (b) (6) (C) (vi) of such Code is amended to read as follows:
“(vi) by any individual to whom the Civil Service Retirement
Act of 1930 (46 Stat. 470; 5 U. 8. C. 693) does not apply because
such individual is subject to another retirement system (other than
the retirement system of the Tennessee Valley Authority) ;”.

SHARE-FARMING AGREEMENTS

(e) (1) Section 3121 (b) of such Code is amended by striking out “or” at the
end of paragraph (14), by striking out the period at the end of paragraph (15)
and inserting in lieu thereof *“; or”, and by adding after paragraph (15) the
following new paragraph:

“(16) service performed by an individual under an arrangement with
the owner or tenant of land pursuant to which—

“(A) such individual undertakés to produce agricultural or horticul-
tural commodities (includinz livestock, bees, poultry, and fur-bearing
animals and wildlife) on such land,

“(B) the agricultural or horticultural commodities produced by such
individual, or the proceeds therefrom, are to be divided between such
individual and such owner or tenant, and

“(C) the amount of such individual’s share depends on the amount of
the agricultural or horticultural commodities produced.”

(2) Section 1402 (a) (1) of such Code is amended by adding at the end
thereof the following: “except that the preceding provisions of this paragraph
sghall not apply to any income derived by the owner or tenant of land if (A)
such income is derived under an arrangement, between the owner or tenant and
another individual, which provides that such other individual shall produce
agricultural or horticultural commodities (including livestock, bees, poultry,
and fur-bearing animals and wildlife) on such land, and that there shall be
material participation by the owner or tenant in the production of such agri-
cultural or horticultural commodities, and (B) there is material participation
by the owner or tenant with respect to any such agricultural or horticultural
commodity;”.

(3) Section 1402 (c¢) (2) of such Code is amended to read as follows:

“(2) the performance of service by an individual as an employee (other
than service described in section 3121 (b) (14) (B) performed by an in-
dividual who has attained the age of 18, service described in section 3121
(b) (16), and service described in paragraph (4) of this subsection) ;”.

PROFESSIONAL SELF-EMPLOYED

(f) Section 1402 (¢) (5) of such Code is amended to read as follows:
“(5) the performance of service by an individual in the exercise of his
profession as a physician or as a Christian Science practioner; or the per-
formance of such service by a partnership.”

FILING OF SUPPLEMENTAL LISTS BY NONPROFIT ORGANIZATIONS

. (g)-The third sentence of section 3121 (k) (1) of such Code is amended by
inserting “or at any time prior to January 1, 1958, whichever is the later,”
after “the certificate is in effect,”.

EFFECTIVE DATE FOR WAIVER CERTIFICATES FILED BY NONPROFIT ORGANIZATIONS

(h) The fifth sentence of section 3121 (k) (1) of such Code is amended by
striking out “the first day following the close of the calendar guarter in which
such certificate is filed,” and inserting in lieu thereof “the first day of the calendar
quarter in which such certificate is filed or the first day of the succeeding calendar
quarter, as may be specified in the certificate,”,

EFFECTIVE DATES

(i) (1) The amendments made by subsections (a) and (b) shall apply with
respect to remuneration paid after 1955. The amendments made by subsections
(¢) and (d) shall apply with respect to service performed after 1955. The
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amendl_nents made by paragraph (1) of subsection (e) shall apply with respect
to service perfromed after 1954. The amendments made by paragraphs (2) and
(3) of such subsection shall apply with respect to taxable years ending after
1954. The amendment made by subsection (f) shall apply with respect to tax-
able years ending after 1955. The amendment made by subsection (h) shall
apply with respect to certificates filed after 1955 under section 3121 (k) of the
Internal Revenue Code of 1954.

(2) Any tax under chapter 2 of the Internal Revenue Code of 1954 which
is due, solely by reason of the enactment of paragraph (2) of subsection (e)
of this section, for any taxable year ending on or before the date of the enact-
ment of this Act shall be considered timely paid if payment is made in full on or
before the last day of the sixth calendar month following the month in which
this Act is enacted. In no event shall interest be imposed on the amount of
any tax due under such chapter solely by reason of the enactment of paragraph
(2) of subsection (e) of this section for any period before the day after date
of the enactment of this Aect.

CHANGES IN TAX SCHEDULES

Sec. 202, (a) Section 1401 of the Internal Revenue Code of 1954 is amended
to read as follows:

“SEC. 1401. RATE OF TAX.
“In addition to other taxes, there shall be imposed for each taxable year, on
the self-employment income of every individual, a tax as follows:

“(1) in the case of any taxable year beginning after December 31, 1955,
and before January 1, 1960, the tax shall be equal to 3% percent of the
amount of the self-employment income for such taxable year;

“(2) in the case of any taxable year beginning after December 31, 1959,
and before January 1, 1965, the tax shall be equal to 4% percent of the
amount of the self-employment income for such taxable year;

“(8) in the case of any taxable year beginning after December 31, 1964,
and before January 1, 1970, the tax shall be equal to 5% percent of the
amount of the self-employment income for such taxable year;

“(4) in the case of any taxable year beginning after December 31, 1969,
and before January 1, 1975, the tax shall be equal to 6 percent of the amount
of the self-employment income for such taxable year;

“(5) in the case of any taxable year beginning after December 31, 1974,
the tax shall be equal to 634 percent of the amount of the self-employment
income for such taxable year.”

(b) Section 3101 of such Code is amended to read as follows:

“SEC. 3101. RATE OF TAX.

“In addition to other taxes, there is hereby imposed on the income of every
individual a tax equal to the following percentages of the wages (as defined in
section 3121 (a)) received by him with respect to employment (as defined in sec-
tion 3121 (b))—

“(1) with respect to wages received during the calendar years 1956 to
1959, both inclusive, the rate shall be 215 percent;

“(2) with respect to wages received during the calendar years 1960 to
1964, both inclusive, the rate shall be 3 percent; _

“(3) with respect to wages received during the calendar years 1965 to
1969, both inclusive, the rate shall be 314, percent:

“(4) with respect to wages received during the calendar years 1970 to
1974, both inclusive, the rate shall be 4 percent;

“(5) with respect to wages received after December 31, 1974, the rate

shall be 4% percent.”
(¢) Section 3111 of such Code is amended to read as follows:

“SEC. 3111. RATE OF TAX.

“In addition to other taxes, there is hereby imposed on every employer an
excise tax, with respect to having individuals in his employ, equa} to the' follqw-
ing percentages of the wages (as defined in section 3121 (a)) paid by him with

respect to employment (as defined in section 3121 (b))—
P «“(1) with respect to wages paid during the calendar years 1956 to 1959,

poth inclusive, the rate shall be 2% percent ;
«(2) with respect to wages paid during the calendar years 1960 to 1964,

both inclusive, the rate shall be 3 percent;
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“(3) with respect to wages paid during the calendar years 1965 to 1969,
both inclusive, the rate shall be 31 percent;

“(4) with respect to wages paid during the calendar years 1970 to 1974,
both inclusive, the rate shall be 4 percent;

“(5) with respect to wages paid after December 31, 1974, the rate shall
be 414 percent.”

(d) The amendment made by subsection (a) shall apply with respect to tax-
able years beginning after December 31, 1955. The amendments made by sub-
sections (b) and (c) shall apply with respect to remuneration paid after Decem-
ber 31, 1955.

Passed the House of Representatives July 18, 1955.

Attest:

RarLPH R. ROBERTS, Clerk.

ExecuTIVE OFFICE OF THE PRESIDENT,
BUREAU OF THE BUDGET,
Washington 25, D. C., September 16, 1955.
Hon. Harry F. BYRD,
Chairman, Committee on Finance,
United States Senate, Washington 25, D. C.

MY DEAR MR. CHAIRMAN : This is in reply to your letter of July 21, 1955, re-
questing a report from the Bureau of the Budget on H. R. 7225, a bill to amend
title II of the Social Security Aect to provide disability insurance benefits for
certain disabled individuals who have attained age 50, to reduce to age 62 the
age on the basis of which benefits are payable to certain women, to provide for
continuation of child’s insurance benefits for children who are disabled before
attaining age 18, to extend coverage, and for other purposes.

It is also in response to your requests for reports on the following related
bills: 8. 1639 and S. 2387, bills to provide for disability benefits; 8. 521, 8. 591,
S. 865, S. 979, S. 1579, S. 2184, 8. 2185, and S. 2186, bills to reduce various age
requirements for the payment of benefits; and 8. 2094 and 8. 2293, bills to
provide for disability benefits and also reduce various age requirements for the
payment of benefits.

H. R. 7225, the most comprehensive of these bills, would bring about substan-
tial revisions in the old-age and survivors insyrance program. It would reduce
the retirement age for women to 60; to provide disability benefits for persons of
55 who have 15 years of coverage; it would raise the employer and employee taxes
to defray the added cost of these provisions; and it would make other changes
in the Social Security Act. Most of the other related bills would lower retire-
ment age, either for women alone or for all covered persons. Several would
provide for the payment of benefits to disabled persons or their dependents.

There is no question about the desirability of strengthening and improving the
old-age and survivors insurance system. It is intended as a primary bulwark
against poverty by reason of old age or death of the family wage earner. As
such, it should be available to as many people as possible on an adeguate basis.

However, the magnitude of the changes proposed in these bills is such as to
warrant very careful and detailed study prior to adoption. The proposed exten-
sion of protection to cover a new risk, disability, and the proposed substantial
reduction of the retirement age must be considered in the light of the added
cost, the effect on covered employees generally, and the importance of avoiding
any impairment of employment opportunities for older people. For this reason,
the Department of Health, Education, and Welfare has recommended that no
action be taken on proposals of this kind until the effects have been fully analyzed
and an opportunity given for the expression of public opinion.

Pending such careful consideration, the Bureau of the Budget does not favor
enactment of the proposed bills,

Sincerely yours,

, Deputy Director.
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UNITED STATES Civil SERVICE COMMISSION,

Washington 25, D. C., January 26, 1956.
Hon. Harry F. ByYrp, e 6

Chairman, Committee on Finance,
United States Senate,
Senate Office Building.

Dear SENATOR BYRD: Further reference is made to your letter of July 21,
1955, relative to H. R. 7225, a bill to amend title II of the Social Security Act to
provide disability insurance benefits for certain disabled individuals who have
attained age 50, to reduce to age 62 the age on the hasis of which benefits are
payable to certain women, to provide for continuation of child’s insurance bene-
fits for children who are disabled before attaining age 18, to extend coverage,
and for other purposes.

As its title indicates, the proposal is basically a Social Security Act amend-
ment, and it affects a law administered by the Civil Service Commission only
indirectly and in only one respect. Under the new section 224 of the Social
Security Act, added by section 103 of the bill, if an individual, entitled to a dis-
ability insurance benefit for any month or to a child’s insurance henefit for the
month in which he attained age 18 or any subsequent month, is eligible for a
periodic benefit by reason of disability under a Federal retirement system, his
insurance benefit under the bill would be reduced by the amount of the cited
periodic benefit. Accordingly, if an employee granted disability annuity under
the Civil Service Retirement Act were also eligible for a disability insurance
benefit based on outside employment, the Commission would, upon request from
the Department of Health, Education, and Welfare, furnish the Department the
information necessary for adjustment. Our annuity would continue without
change, the adjustment being made in the disability insurance henefit.

Since this provision does not amend any statute administered by the Com-
mission, we do not feel warranted in commenting on its merits but see no reason
to offer objection thereto.

Section 224 contains a minor error; the word “reduce” in line 14, page 12,
should be corrected to read “reduced.”

I might comment on one other item, The bill (p. 19 and beginning on p. 29)
would amend the Social Security Act and the Internal Revenue Code by accord-
ing Social Security coverage to employees of the Tennessee Valley Authox:ity
subject to the retirement system applicable to employees of the Authority.
There wonld be retained, however, the exclusion which denies social-security
coverage to employees subject to other Federal retirement systems. We are not
informed of the reason for this one exception, but offer no ohjection thereto.

By direction of the Commission :

Sincerely yours, prm Youne, Chairman.

The Cuamrman. Our first witness is Mr. Robert J. Myers, Chief
Actuary of the Social Security Administration. Mr. Myers, you may
proceed, sir, with your explanation of the bill.

STATEMENT OF ROBERT J. MYERS, CHIEF ACTUARY, SOCIAL
SECURITY ADMINISTRATION, DEPARTMENT OF HEALTH, EDUCA-
TION, AND WELFARE

Mr. MxEgs. Mr. Chairman and members of the committee, my name
is Robert J. Myers. I am the Chief Actuary of the Social Security
Administration in the Department of Health, Education, and Wel-
fare. At the request of the Secretary of Health, Education, and Wel-
fare and the Commissioner of Social Security, I am appearing to give
testimony on the actuarial cost as ects and_on the general provisions
of H. R."7225, the Old-Age and Survivors Insurance bill that is now
before the committee. At the close of this formal statement, with your

ermission, I shall give a description of what the bill provides, sec-
tion by section. My testimony will not cover any questions of policy in
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regard to the bill; these will be dealt with in the testimony of the Sec-
retary, who will appear later.

In essence, the bill does three things. It expands the coverage of
the system; it pays additional benefits; and it raises taxes to pay for
these benefits. An estimated 1,050,000 persons would receive the addi-
tional benefits in the first full year of operation. These beneficiaries
would consist of the following principal groups:

1. Retired women workers aged 62 to 64 300, 000
2. Wives aged 62 to 64 of retired workers aged 65 or over—— . 300, 000
3. Widows aged 62 to 64_ 200, 000
4. Disabled workers aged 50 to 64 250, 000

A quite accurate estimate may be made as to the number of wives
aged 62 to 64 of retired workers since we know the number of married
men on the roll and the age distribution of their wives. It is unlikely
that a large number of men would retire solely because their wives are
aged 62 to 64 and would become eligible for benefits. Likewise, the esti-
mate of the number of widows aged 62 to 64 is also probably subject
to relatively little variation since we know the age distribution of those
in this category now at or just over age 65.

On the other hand, the estimate for the number of women workers
aged 62 to 64 who will retire and claim benefits is subject to variation
and conjecture, depending among other matters on the desires of the
women themselves and on the practices of their employers.

Finally, the possible number of disability beneficiaries is subject to
much more likelihood of fluctuation. Not only do actuarial experiences
differ widely in this field, as will be discussed in more detail later, but
also it is difficult to predict the lags in filing of claims by prospective
beneficiaries and in administration for a completely new type of
benefit such as this, insofar as the old-age and survivors insurance
system is concerned.

To pay for the additional cost of the new benefit protection that
would be provided by the bill, taxes on covered payrolls and self-
employment earnings would be increased. Approximately 53,500,000
persons are in covered employment and self-employment at any one
time, while during the course of a year about 65 million persons in
the aggregate are covered and pay taxes. The combined employer-
employee contribution rate would be increased at once from the present
4 percent to 5 percent, while the rate for the self-employed would
be increased from 8 percent to 334 percent. A worker earning $300
a month, which is approximately the average currently for full-time
employment, would pay an additional $18 a year in taxes, as would
also his employer. A self-employed person with the same earnings
would pay an additional $27 a year in taxes. For those with the
maximum taxable earnings of $4,200 a year, or an average of $350
a month, the increased tax would be $21 a year for both the employee
and the employer and $31.50 for a self-employed person.

PRESENT OLD-AGE AND SURVIVORS INSURANCE PROGRAM

The system now provides the basic protection of retirement and
survivor benefits for the vast majority of those who are gainfully
employed in this country. In September of last year about 5314
million persons were in covered employment. These represented 85
percent of the 6214 million persons in paid civilian employment. A
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considerable number of additional persons work in employment that
could be covered under old-age and survivors insurance upon elective
action—such as employees of State and local governments, employees
of nonprofit institutions, and ministers. Many of these individuals
will be covered under old-age and survivors insurance in the near
?;;re since actions for election of coverage are continuously under-
_ As a result of the extensive coverage of the old-age and survivors
Insurance system, its current financial obligations are of considerable
scope. In calendar year 1955 the total contribution or tax income
was abopt $5.7 billion and the interest earnings were about $460 mil-
lion, while the total outgo for benefit payments was about $5 billion
and for administrative expenses about $120 million, making a net
balance of income over outgo of about $1.1 billion. Under present
law, these figures will continue to increase in future years. Thus,
for the fiscal year beginning July 1, 1956, it is estimated that benefit
payments will amount to about $6.1 billion, while contribution income
will be about $6.7 billion.

If the present employer-employee contribution rate of 4 percent were
maintained without change, then outgo from the trust fund for bene-
fits and administrative expense would exceed income from tax con-
tributions and interest earnings of the trust fund in about 1960 accord-
ing to the intermediate-cost estimate based on high-employment
assumptions. The high-cost estimate or low-employment assump-
tions would, of course, bring this crossing point sooner.

At this point I might explain that our cost estimates are made on
a range basis. We have a low-cost and a high-cost estimate, depend-
ing upon possible experience under different cost factors, such as
mortality rates, retirement rates, and so forth. The figures given
previously are intermediate figures. If we used high-cost assump-
tions, such as assuming that there will be a greater retirement among
aged eligible persons who could claim benefits, then, of course, the
disbursements of the system would increase, and that would bring
the crossing point of where the income falls below the outgo some-
what sooner.

Likewise, our cost estimates are based on high-employment assump-
tions somewhat paralleling present conditions. If for some reason or
other there were a serious business decline, then, of course, the income
to the system in the form of contributions or taxes would decrease,
and at the same time benefits would increase somewhat as more people
would tend to claim their retirement benefits. )

For example, if contribution income decreased 10 percent in the
next year over what was estimated, it would be about equal to the
benefit payments of that year. ) ] )

Not only will benefit disbursements continue to increase in the
future, but this will also be the case for tax income, even if there is
no change in earnings levels, 1p;rovidled that the increases in the taxes
now scheduled in the law take place. The combined employer-em-
ployee rate—payable on the first $4,200 of annual earnings—is sched-
uled to rise from the present 4 percent to 5 percent in 1960, 6 percent
in 1965, 7 percent in 1970, and 8 percent in 1975. )

Thus, the ultimate rate prescribed under present law is 8 percent
of payroll, payable half by the employer and half by the employee.
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At the same time, self-employed individuals, such as storekeepers
and farmers, pay three-fourths of the combined employer-employee
rate. At present the self-employed pay 3 percent of the first $4,200 of
their net earnings from self-employment, and begl.nnu_lg in 1960, this
rate will rise gradually, until 1975, and thereafter it will be 6 percent.

Senator WirrLiams. Is that the rate under the existing law or under
the proposed law ? .

Mr. Myers. That is the rate under the existing law.

Senator Wirriams. That is what I thought. )

Senator Kerr. Do you anywhere in this statement give the amount
of the present accumulated reserve?

Mr. Myzrs. No, I don’t give a statement of that, but the figure for
the accumulated trust fund at the end of the calendar year 1955 was
$21.7 billion.

Senator Kerr. Thank you.

Mr. MyErs. Let us now examine briefly how the old-age and sur-
vivors insurance system is financed. Clear statements of intent as
to the financing basis have been made in the committee reports for the
1950 and subsequent amendments. That is, the committee reports of
this committee and the committee reports of the House Ways and
Means Committee.

It has frequently been brought out that the system should be on a
completely self-supporting basis from contributions of workers and
employers, plus interest receipts on the accumulated trust fund. Aec-
cordingly, tax schedules have been incorporated which, on the basis
of intermediate cost estimates, were intended to make the system self-
supporting within reasonable limits—or in actuarial balance—as
nearly as can be foreseen under existing circumstances.

Senator FrRear. How often is the interest added to the fund? Is it
 paid annually or semi-annually ?

" Mr. Myers. There are a number of different types of securities in
the trust fund. Most of them have interest paid semiannually, but
some of them are annually.

Senator Frear. Are the securities listed in the securities anything
other than Government bonds?

Mr. MyErs. The securities are all Government bonds. The majority
are special issues, but others are regularly marketable bonds, a few
of which have been bought on the open market, and others have been
bought at issue when the Secretary of the Treasury offered them to
the public.

Senator Frear. What is the average rate of interest?

Mr. Myers. The average rate of interest of the trust fund is now
about 2.4 percent. Most of the issues carry a rate of 234 percent, but
there are a few investments that have been bought on the open market
at 214 and 3 percent and a few of the 33/ percent bonds that were
issued several years ago.

Senator Frear. Do the specially issued bonds or the bonds of special

issue carry a different rate than the normal Government bonds that
would be put on the market at that time?
. Mr. Myers. Yes; according to the provisions of the law, the special
1ssues carry a rate which is approximately the same as the average
interest rate on the entire Government debt. When I say approxi-
mately the same, I mean it is rounded down to the next one-eighth
of a percent.
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Senator Frear. But that is the average current rate?

Mr. Myzrs. Yes, sir.

Senator Bennerr. Mr. Chairman, isn’t it the average rate of all
outstanding Government bonds?

Mr. MxErs. Yes; it is based on that.

Senator BenneTT. Which wouldn’t be the current rate.

Senator FREAR. It is the current average.

X Sgnator BeEnNETT. Yes; the current average of all outstanding
onds.

Senator FrEaRr. Are the special issuance of the Treasury listed in
our national debt?

Mr. Myzrs. Yes, they are.

The CHaiRMAN. For a time the fund received 3 percent interest;
did it not?

Mr. Myers. Yes, Mr. Chairman. Under the law as it existed before
the 1939 amendments and covering the experience from 1937 through
1939, the law provided that these special issues would carry a fixed
rate of 3 percent, but the law was then changed to reflect the average
rate of all outstanding debt.

The Cuamrman. In other words, there is no subsidy involved in the
interest payments such as there was before?

Mr. Myzgs. No, sir; not as I would see it.

At the same time, the committees have recognized that future
experience might differ from the assumptions underlying the esti-
mates so that the estimated cost of the program would be subject to
modification. Any necessary revision in tax rates could, of course,
readily be determined by the Congress after a period of time.

The cost of the old-age and survivors insurance system is best
measured against covered payroll because the program is financed
by taxes directly related to such payroll. The best single measure
of cost of the system or of any proposed changes is the so-called level-
premium cost as a percentage of payroll according to the intermediate
estimate. It will, of course, be recognized that any long-range ac-
tuarial cost estimates have a considerable range so that generally
it is our practice to give both low-cost and high-cost estimates. The
intermediate-cost estimate is the average of the low-cost and high-cost
estimates. The level-premium cost is, in essence, the average cost over
the long-distance future, expressed as a percentage of payroll and
taking interest into account. This concept may also be considered as
representing the level combined employer-employee tax rate neces-
sary to finance the program—or, In the case of proposed changes,
the level increase required to finance the additional benefits if it were
to be added to the existing contribution schedule.

The CralrMaN. Are the receipts from the taxes based on a con-
tinued increase in wages or the existing scale of wages? )

Mr. Myers. My cost estimates are based on a continuation of a
given set of wage-level assumptions. In other words, the latest
estimates, as I will present here, are based on a continuation of the
1954 wage levels.

The CHATRMAN. With no increases? ]

Mr. Myers. Yes, with no increases. I1f the wage level increases,
that will mean that the income of the system will increase more than
the outgo because of the weighted nature of the benefit formula. In
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other words, as you will recall, Senator, under the benefit formula
in the law the lower paid individuals receive relatively higher benefits
than the higher paid.

Senator Kerr. Relatively higher increased benefits. The increases
were relatively higher for the low-income workers.

Mr. Myers. Yes, sir. For example, a worker with a $100 a month
average wage gets a $55 benefit.

Senator Xerr. That was an increase of how much?

Mr. Myers. This is on the present law.

Senator Kerr. I understand. But when the present law was en-
acted, when the present law was passed, certain increases were pro-
vided for by the bill. T think it is a matter of record, and I think
what you are saying is that at that time increases provided for the
lower brackets exceeded those provided for the higher brackets per-
centagewise and costwise.

Mr. Myers. That is correct; yes, sir. That has been the general
practice as the law has been amended from time to time.

Senator Kerr. So that if the income, if the wage level raises, that
will apply primarily to those in the higher wage groups that are
covered and the percentage of taxes applicable to it will bring in
relatively greater revenue for those who, under the bill, receive
relatively smaller increases.

Mr. Myers. That is correct. As the wage level increases, the in-
come to the system will increase more than the additional benefits.

Senator KErr. Because the number of those between $2,400 and
$4,200 or between $3,000 and $4,200 will increase and those that were
in the lower levels will remain static.

Mr. Myers. I believe those in the lower levels would decrease per-
centagewise as wages moved up.

Senator Kerr. They wouldn’t decrease. They would still be get-
ting that much. The number getting that much wouldn’t decrease,
because when their wage level raises, they then would be among both
the groups; that is, those still receiving a limited amount and those
rece1ving the increased amount, because they would be in both grou&s.
If I were getting $2,400 now and then begun to get $4,200, the number
receiving $2,400 wouldn’t decrease. The number receiving $4,200
would increase, and the number receiving at least $2,400 would remain
the same,

Mr. MyErs. Receiving at least $2,400%

Senator Kerr. Yes.

Mr. Myers. Yes, sir.

The CuarmMaN. As I understand, you based these estimates on the
wage level of 1954.

Mr. MyEers. The final estimates presented here are on that basis.

The Cramrman. And you made no allowance for increase in wages
above 1954 in estimating the receipts to the Trust Fund.

Mr. Myers. Yes, sir; that is correct.

The CHAIRMAN. You have taken that asthe standard ?

Mr. Myers. Yes, we have always followed that practice in our cost
estimates because of the fact that it would seem if the wage level
changes greatly, then the whole benefit structure itself needs reexami-
nation, as the Congress has done over the past two decades that the
program has been in operation.
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_ Senator Kerr. If I understand you, the reason that estimate is safe,
insofar as this hearing is concerned, 1s that any increase in the wage
i;a;;eilnlgnic{eases the safety factor that you are using, rather than com-

Mr. MyErs. That is correct, Senator Kerr.

Senator Wirriams. Likewise, I understand that you have taken this
on the assumption that there will be no period of lower employment
than that prevailing today.

Iélr. MYE{{‘S}. That’s correct.

enator WiLuiams. If there is any lower emplo
diminish the safety of the fund, ployment, that would
lélr. MYE}ig. That“irs correct.
enator Frear. Was the average wage level higher or lower in
})3524 as compared to 1955, 1954 being the year you bgased your figures

Mr. Myers. We, of course, do not have all the wage data in yet be-
cause of the lag In processing. It would seem that the wage level
was somewhat higher in 1955 than 1954,

]Senag:or Frear. By wage level you mean the average wage per em-
ployee?

Mr. Myers. That is correct.

Senator KERR. It is a matter of record that both the wage level and
the number employed were greater in 1955 than in 1954.

The CHalRMAN. When the minimum wage scale goes into effect
in 1956, won’t that increase the level of wages?

Mr. MyEers. Yes; that would tend to increase the wage level.

The CrarMaN. But you have not taken that into consideration in
these estimates.

Mr.Mvyers. No; Ihaven’t.

The CHaRMAN. You based it on 1954.

Mr. MyEers. Yes, sir.

The CratRMAaN. Which is a conservative estimate.

Mr. Myers. Yes, sir.

The CHATRMAN. Youregarded it asa conservative estimate.

Mr. MxEers. Yes, sir.

The CuamrMaN. Of course, if there is increased unemployment, as
Senator Williams brought out, it will level it off to some extent, but
you think that 1954 is a conservative estimate of the future receipts of
the fund so far as this bill is presently concerned ?

Mr. Myegs. Yes. In our cost estimates we never try to be overcon-
servative. We try to make the estimates as near to what we think
is possible as we can. As to wage levels, we adjust our estimates to
reflect the experience in a relatively recent year. )

The CHaRMaN. Have your estimates been accurate in the past?

Mr. Myzrs. On that, I would say in some ways they have and in
other ways they haven’t. Going back to 1935, if those estimates were
compareg with the present in terms of dollars, considering all the
changes in the act, they wouldn’t look very accurate because of the
price inflation, and so forth. S .

The CHARMAN. Based upon the same legislation, at the time you
made the estimates, have they been approximately correct? In other
words, if you allowed for the increase in wages that have occurred in
recent years? How far in advance do you make these estimates ?
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Mr. Myers. These estimates are carried out for more than 50 years
in the future, not that we think they are accurate predictions, but
rather to show the upward trend as the system matures, which we
know is inevitable.

The CuarmaN. You would hardly expect to make an accurate esti-
mate for 50 years in advance, would you ?

Mr. Myers. No. We only expect to show the likely trends, and we
think the estimates in terms of percentage of payroll are reasonably
reliable.

The Cuamman. There must be some estimates, though, within a
reasonable period that you could make an intelligent estimate on.
Nobody could make an intelligent estimate 50 years in advance. Do
you attempt to make a yearly estimate 50 years in advance as to the
receipts for the fund?

Mr. Mvyers. As to that, we make an estimate at 5-year intervals.
I think it is quite certain that the basic factor, the aged population of
the country will increase for the next 50 years.

The CuaemanN. I am speaking of the revenues. 1 should think that
5 years would be the limit to an intelligent estimate. Probably that
would be very difficult. What are these estimates you have been giv-
ing here, for what length of time, as to receipts in the fund?

Mr. MyEers. The figures that I have given previously were just the
actual experience in the last calendar year, and the expected experience
in the next fiscal year, which I think can quite reasonably be expected
unless business conditions were to take a sudden change one way or
the other.

Senator WiLLiams. You projected your estimates here today about
25 years.

Mr. Myers. Yes. Later, I give figures that are projected for the
more distant future, because we are quite certain that the costs of this
program, including the costs of the changes proposed by the bill, will
be of a definitely increasing nature in the future, and the first year
costs taken by themselves are not really indicative of what the ac-
tuarial effect of the changes would be.

The CrairMaN. I want to repeat the question because I think it is
an important one. All of these estimates are based upon the wage
scale of 1954, is that correct?

Mr. MyEers. Yes, Mr. Chairman.

The CHarMAN. Five years, 10 years, 25 years in advance?

Mr. Mvyers. That is correct.

The CHarmaN. All right.

Senator Grorge. Not the high cost, and not the low cost, but the in-
termediate ; is that what you use ¢

Mr. Myers. Senator George, the wage assumptions, the earnings
assumptions, are the same for all three of those estimates. The esti-
mates differ because of different assumptions as to the longevity of
people and the retirement rates.

Senator GeorgE. I see. Thank you very much, Mr. Myers.

Mr. Myers. The cost estimates made at the time of enactment of
the 1954 legislation were based on earnings levels in 1951-52. The
intermediate estimates show the level-premium cost of the benefits as
7.77 percent of payroll, as compared with the level-premium equivalent
of the graded tax schedule amounting to 7.29 percent. According to
these figures, there is a net difference, or lack of actuarial balance, of
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0.48 percent of payroll. This actuarial insufficiency, while impor-
tant, should not be overemphasized. The 0.48 percent figure is after
taking into account a one-fourth of 1 percent reduction in the lack
of actuarial balance effectuated by the 1954 amendments. Thus, the
financing basis of the 1954 amendments was such that not only was
the additional cost of the liberalizations fully financed, but also some
reduction was made in the existing actuarial insufficiency of the pre-
vious law.

Current estimates prepared on the basis of 1954 earnings levels,
rather than those of 1951-52, indicate that the level-premium cost of
the benefits of the present law is 7.51 percent of the payroll, as against
the level-premium equivalent of the taxes amounting to 7.29 percent.
Thus, according to the latest estimate, the lack of actuarial balance
is reduced to 0.22 percent of payroll. This is a relatively negligible
amount considering the variation possible in the cost estimates and
the possibly lower cost that would result if complete data were avail-
able so that 1955 earnings levels could be used in the cost estimates.
As a practical matter, it is neither desirable nor necessary to make
adjustments in the contribution schedule to take account of relatively
small imbalances that may disappear in a few years as a result of
slight changes in cost factors.

Now, turning to the provisions of the bill that have financial and
acturial cost aspects, let us examine each feature in turn.

Senator Kerr. Let me ask a question right there, Mr. Myers, if
Imay. You refer here to an estimate made in 1954 using as a basis
the earnings of 1951 and 1952. You refer to another estimate made
on the basis of 1954 earning levels. You arrive first at 7.77 percent
of payroll as being the level of premium costs of the benefits, and in
the second instance 7.51 percent of payroll, being the level of premium
costs for the benefits.

In making those estimates, what percentage of those eligible to
receive the benefits did 2you contemplate would be beneficiaries under
the operation of the act? In other words, the beneficiaries are eligible
to take the benefits at age 65. What percentage of those reaching the
age of 65 did you estimate would become claimants? )

Mr. Myegrs. In answer to that question, Senator, I might say that
in both of the estimates the same assumptions were made. The dif-
ference between the two estimates was only the change in the wage
assumption.

Senator Kerr. I understand that. )

Mr. Myzegrs. In regard to the proportion that we assume to retire,
we have rather a complex set of assumptions about retirement rates,
which result in assuming that eventually, according to the interme-
diate estimate, about 70 percent of those who are 65 to 69 actually
retire, and for those between 70 and 71, the percentage would prob-
ably be somewhere around 90 to 95, and of course, after 72 the benefits
are payable automatically regardless of retirement. .

Senator Frear. Do you pay them automatically without a claim ¢

Mr. Myegs. No,sir. I meantautomatic upon application. )

Senator KERR. Your estimate, then, was based on the assumption
that 70 percent of those eligible would become recipients in the age
group 65-69, and 95 percent of those in the age group 69 to 72 would
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become recipients. Hasn’t the trend been that the percentage of those
claiming of the eligibles entitled to the claim gradually decreased ?

Mr. Myers. No; I believe the experience has been the other way. For
example, in the early 1940’s, of course, largely due to the war, for
workers aged 65 to 69, only about 25 to 30 percent claimed benefits.
That percentage gradually rose after the war. In 1948 it was 35
percent. In 1950 it rose to 44 percent. In 1954 it was 54 percent. In
1955 it will be about 59 percent. We estimate it will gradually in-
crease.

The figure I gave you of 70 percent is not something we expect this
year, but that is sort of the average figure that we will build up to.

Senator KErr. That is what you figure will be the overall average
for the time from the date of your estimate until the time when that
will be the level figure of claims?

Mr. Myers. That is right. We assume that it will grade up from
the present somewhat lower level up to a figure of about that much.

Senator Kerr. Thank you very much.

The CramrMaN. The committee has before it a bill known as a sur-
vivors benefit bill which contemplates the coverage under social secur-
ity of all the members of the armed services. Have you taken that
into consideration in your estimates?

Mr. Myers. Noj; I have not taken this bill into consideration at all,
in these estimates. I could say offhand, however, that it would have a
somewhat favorable effect on the financing of the system, as does any
extension of coverage.

In other words, the new groups that would be covered would tend
to bring in somewhat more income than the additional benefits would
use up.

Sel?ator Wirriams. You would have an immediate beneficial effect,
but in the long-range it would be to the disadvantage; is that not
correct ?

Mr. MyEers. No, Senator. As you point out, there would be an im-
mediate substantial benefit to the system because mostly there would
be the contributions coming in and relatively few benefits, but I think
even over the long-range, the balance would be in favor of the system,
because so many of these individuals would, in any event, receive bene-
fits from civilian covered employment. The military coverage would
not tend to make them eligible for benefits, but rather only to increase
the benefits that they would get anyhow.

The CHAIRMAN. Suppose a war occurred and they had a large
number of casualties, what would be the effect, then ?

Mr. Myzrs. That, of course, would be different. I should have
limitd my statement to the assumption that there is no war. Depend-
ing upon the type of war, it could have a very great effect on the
system as it now exists.

Senator WiLLiams. Either as to the effect on civilians or the
military.

Mr. Myzgs. That is correct.

Senator BENNETT. I am interested in your comment that taking
these age groups or age periods, you are estimating that 70 percent
of those between 65 and 69 would become claimants, and that above
that point it would approximate 100 percent. Have you estimated
it with respect to the average life of the average claimant and can
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you reduce that figure to a figure which would show us what overall
groportlon of the potential claims will never be called for? Are we

ealing here with a system where we know in advance that 25, 30, 40
percent of the money that is set aside will never be claimed and is
that taken into consideration in making your estimates?

Mr. MyErs. That factor of deferment is taken into account in the
cost estimates. The system is viewed as a program of providing re-
tirement protection and not a straight annuity at 65. The system
doesn’t really make a profit from the group that doesn’t retire, because
that is supposedly taken into account in establishing the contribution
rates to support the system. As to the beginning of your question,
the average man of 65 will live for about 13 years under present
mortality conditions. No doubt that figure will increase somewhat as
time goes by.

On the average, retirement is deferred for about 4 years, under our
present experience, so that

Senator BEx~NETT. S0 approximately one-third of your potential
benefits you expect will never be called for. If everybody retired at
65, you would increase your total burden by—I have to get my bases
straight here now—25 percent.

Senator Kerr. 50 percent.

Senator BenxerT. Am I backwards? I am capable of making that
kind of an arithmetical error.

Mr. MyEers. For the retirement benefits alone, we would be paying
for 13 years, so that that is an increase of about 40 percent. The
retirement benefits, of course, are only part of the cost of the program.
I was referring only to the cost for retired men and their wives’
benefits, and so forth. We have made estimates, assuming that either
everybody retired at 65 or there was no retirement test and the bene-
fits were paid automatically at that age, the costs of the program
would be increased about 20 percent overall.

Senator WrLLiams. Your estimate is based on the law of averages
just as it is based on the assumption of the prevailing wage scale.

Mr. Myers. Yes. Our assumption is based on the law of averages
as to retirement just as it is as to mortality.

Senator WirrLiams. It would increase the cost of this particular
phase of the program potentially from 40 to 50 percent, but actually,
when you take the whole thing into consideration, you estimate that 1t
would increase the cost of the program 20 percent 1f everyone claimed
his full benefits.

Mr. MyErs. At the earliest possible age. ]

Senator WrLi1ams. Mr. Myers, if I understand correctly, the major
provisions in this bill which you are discussing here ; namely, reducing
the age limit for women from 65 to 62 and reducing the disability to
50, you estimate the immediate effect of that would be a cost of about
$600 million a year; is that correct, for the combined benefits?

Mr. MyErs. Yes. ) ) .

Senator Wirriams. And you recommend in the bill an increase of
1 percent to take care of that; is that correct? ]

. MyEgs. The bill contains an increase of 1 percent in the com-
bined employer-employee tax rate to take care of the cost of these addi-
tional benefits.

Senator WiLuzams. That would be a half percent to the employer
and one-half to the employee, and three-quarters of 1 percent to the
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self-employed, which would be a little less than 1 percent; is that
correct ¢

Mr. Myers. That is correct, Senator. ) )

Senator Wirniams. I notice that the present law provides for an in-
crease from 4 percent today to 8 percent in 1975. If you project the
cost of these 2 provisions, going from 400 million on the cost of reduc-
ing the women from 65 to 62 today, it will go to $1.2 billion in 20 years
and the cost of the disability clause will go from $200 million to $900
million or an increase of a little better than 4 times, but I notice in

rojecting the figures here in 1975, you still carry the 1 point. You
oose three points, 3 percent, there; don’t you? In 1975 under the bill
you are raising the rates to 9 percent instead of the projected 8 per-
cent.

In other words, you only have 1 extra percent when you get to 1975
to take care of this cost.

Mr. Myers. Yes, sir.

Senator WirLianms. Whereas, under the cost estimates you are giving
us, you say it will take a little better than 4 percent to pay and if you
are going to project your costs on the same basis, assuming that this
bill 1s enacted as the present law is projected, would it not be necessary
to change that figure to 12 percent in 1975 rather than the 9%

Mr. Myers. No, sir; I believe not. The 1 percent that we mention
here will more than pay for the first year’s cost.

Senator Wrriams. How much more? What is your revenue?

Mr. Myers. The 1 percent will bring in approximately $1.6 billion
a year.

Senator Wirriams. Bring in $1.6 billion ¢

Mr. Myzers. Yes, sir.

Senator WirLiaas. You think that the 1 percent over this period
will finance the entire program up to 19757

Mr. Myers. And even beyond that; yes, sir.

Senator WiLLiams. You think it will be actuarially sound at the
1-percent schedule carried through to 1975?

Mr. Myers. Yes,sir. The1 percent added on top of the present con-
tribution schedule should, according to the intermediate estimate, meet
the additional cost of the benefits provided in the bill.

Senator WiLLiams. If it is, then the 8 percent is too high.

Mr. Mxyers. No.

Senator WiLLiams. If one will pay for all of this, then 8 percent is
too high. The figures won’t compare, as I get it, because the cost that
is projected that will be paid for by the 1 percent will not pay for
the cost that 1s supposed to be taken care of by the 8 percent.

Mr. Myer. You mentioned a figure of 4 percent eventually. I don’t
quite understand.

Senator WirLiams. No. I said you would increase vour expendi-
tures estimated under these 2 provisions about 4 times as much 20
years from now as they are today.

Mr. Myers. That is correct. But today the increased expendi-
tures are not nearly 1 percent of payroll. One percent of payroll
brings in $1.6 billion, but the increased expenditures are $600 miilion
which 1s only about four-tenths of a percent of payroll. The 1 per-,
cent that is coming in today, according to the additional tax in the
bill, would more than meet the cost of the first year’s benefits which
were $600 million.
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Senator Wirriams. Well, we will let it go for the moment, but I
still don’t understand.

The CramrMan. Go ahead, Mr. Myers.

Senator MarTIN. You may have explained this, because I was de-
layed in arriving this morning. You say that a certain percentage will
never avail themselves of the advantage. How do you arrive at that?

Mr. Myers. The figure that was given was that roughly 30 percent
of those persons who are between age 65 and 69 will be continuing
in substantial work and won’t draw the benefits. They might draw
them later as they reach 69 or 70, and so forth. Those same indi-
viduals may benefit eventually, but at any one time they are not re-
tired and therefore not receiving the retirement benefit. The way the
estimate is obtained for that is in part by examining the past experi-
ence as to the employment of persons aged 65 and over in the sytsem,
and then estimating what the trend will be in the future.

Senator MArRTIN. The reason I am bringing that up, Mr. Chairman,
the tendency now in the large corporations is to require retirement at
65 by executives and clear down the line, and I was just wondering.
L am not saying your conclusions are not correct. I was wondering
what you base 1t on, because it has gotten to the place now—take the
United States Steel. They make everyone retire at 65. It is com-
pulsory.

Mr. MyEgrs. Yes, Senator. That is why we have a range in these
cost estimates, which depend to a considerable degree on what the re-
tirement rates will be in the future. If corporations move in the
direction you indicate, then the costs of the system will be higher.
On the other hand, there is considerable thought being given to the
fact that it is desirable to keep people at work. One large insurance
company recently raised its compulsory retirement age from 65 to 68.

Senator Martin. That is one out of a great number. That is the
only one that I have noticed. I have just been going into this a little.
1 don’t doubt but what you are correct, but I would like to have had a
little explanation on the figures that you may have to base it on. Of
course, you know that I am hoping that people in the United States
will work way beyond 65, because there are a lot of us on this committee
who are past 65. o . .

Mr. Myegrs. It is difficult, of course, to predict just which way this
cost factor will move in the future experience, and that is why we
have a range in our cost estimates. .

(The following memorandum on this subject was subsequently sup-
plied for the record by Mr. Myers.)

TRENDS IN PROVISIONS FOR DEFERRED RETIREMENT UNDER PRIVATE PENSION PLANS
FEBRUARY 17, 1956.

There is no very conclusive evidence as to the trends in cqmpulsor;7 (or
automatic) retirement ages under private retirement plans._ Such mfonqatmn_ as
we have suggests that, if anything, the compulsory retirement age is being

raiced. o

alThg National Industrial Conference Board made some studies in 1944, 1948,
and 1954. In 1944, they found that 62 plans out of 199 analyzed, or 31 percent_,
had a compulsory retirement age. The correspom_iing figures for 1954 were 195
plans out of 327, or 60 percent. The earlier fizure is probably so low because the
study relates to a period during World War II. In 1954, another 2.5 percent of
the plans allowed the employees to continue beyond normal retirement age-
without the consent of the employer.
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In addition to the analysis of plans in effect in 1954, NICB studied a con-
siderable number of amended plans. Among these were 25 that made changes
in the normal or compulsory retirement age provisions during the period 1950-55.

The changes were as follows:

A. Changes indicating less restrictive retirement practices:
Normal ! retirement age increased
Normal ! retirement age increased, women only
Disecretionary instead of compulsory retirement age.
Increased compulsory age
Deferred retirement added-
Credit for services after 65-

B. Changes indicating more restrictice retirement practices:
Normal ! retirement age lowered
Compulsory instead of discretionary retirement age________________
Decreased compulsory age_

1 Normal retirement age is minimum retirement age at which full benefits are paid.

HWHE NNRNON

In this study, 85 percent of companies with a compulsory retirement age
permit continuance beyond this age in order that the employee may qualify for
old-age and survivors insurance benefits.

The NICB 1948 study showed that retirement was compulsory at normal retire-
ment age for wage earners in 35 percent of the companies with retirement plans
and for salaried workers in 44 percent. The 1954 study showed that in 40 per-
cent of the companies retirement was compulsory at normal retirement age for
wage earners and salaried workers combined. This was not reported separately
for wage earners and for salaried workers. Thus, the two studies show no
significant trend in this respect. The 1954 study also stated that there was no
trend toward a higher normal retirement age since there are very few plans
with normal retirement age above 65.

The CaatRMAN. Go ahead, Mr. Myers.
Mr. Myzrs. Yes, sir.

EXTENSION OF COVERAGE

The bill would extend coverage as of the beginning of this year—
and I might point out at this point that the bill as it passed the House
last year, in general, had an etfective date of January 1, 1956—to all
self-employed professional groups now excluded except physicians,
to certain farmowners receiving income under share agreements, to
turpentine and related workers, and to certain employees of the Ten-
nessee Valley Authority and the Federal home-loan banks.

As to the additional individuals to be covered, about 215,000 are the
self-employed professional persons, 20,000 are turpentine workers,
13,000 are employees of Federal instrumentalities, and an unknown
number are farmers, not now covered, who have farm rental income
from operations in which they participate materially.

Senator Frear. This year is the calendar year?

Mr. MyEers. Calendar year 1956. The bill had an effective date of
January 1, 1956, including the changes of benefits and the contribution
rates, as well.

Senator WiLriams. It has an effective date as far as the payments
are concerned. You pay in 1956, but they are in reality paying
for 1955.

Mr. Myers. No. As to the contributions the employees who are
covered by the bill would start paying out of their grst paycheck in
1956. For the self-employed people, the farmers and so forth, the in-
creased contribution would not be payable until April 1957.

Senator Wmriams. But they will be paying on 1955.
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Mr. Myzers. They will be paying on 1955 income in April of this
year, but at the rate in existing law.

Senator Bennerr. These newly covered people would not begin to
contribute until after January 1 of this year, payable in 1957. So the
newly covered people would pay nothing on 1955.

Mr. Myzrs. That is correct.

Both contribution income and benefit outgo of the system would
be increased by this extension of coverage. The net cost effect on
the system would, however, be relatively small. The contribution in-
come for the first full year of coverage of this group would be increased
by about $30 million.

It is estimated that over the long run the additional income from
this group would somewhat more than offset the additional outgo in
respect to their coverage. This arises primarily because a consider-
able number of such individuals would be covered more nearly for
their entire working lifetime. Accordingly, their average wage for
benefit purposes would be higher—more nearly approximating the
individual’s actual earnings level—and thus the benefit cost would be
relatively lower because of the weighted benefit formula. Asa matter
of fact, 1t is estimated that the net effect is a reduction in the level-
premium cost amounting to 0.01 percent of payroll.

The Craamrman. It is your position that the more under the system
the stronger the system will be financially ?

Mr. Myers. Yes, Mr. Chairman.

The Cirarrayax. That takes the whole period too, not only the begin-
ning of taking in new people, it is the whole future.

Mr. MyEers. Yes, sir.

The Cuamryan. The more you get in the stronger the system will
be?

Mr. Myers. Yes, sir.

The Cuairman. For the years ahead of us when you start to pay
the benefits?

Mr. Mxyers. Yes, sir. That includes the long-term future.

A second change would be to reduce the minimum retirement age
for women from 65 to 62. The retirement age for men would be left
at 65. This would apply not only for women workers, but also for
wives of retired insured workers and for widows and dependent
mothers of deceased insured workers. )

According to this change, an insured woman worker could begin
drawing monthly beneflts at age 62 rather than at age 65 as in present
law, if she meets the conditions of the retirement test. ‘ _

In essence, the retirement test provides that benefits will be paid
for every month in the calendar year if the individual’s earnings are
$1,200 or less. If earnings are above $1,200, the test provides in
effect that a sliding-scale basis will apply so that there is an equitable
and orderly procedure established for those who have somewhat higher
earnings. In any event, individuals who are continuously employed
throughout the year and who earn over $2,080 do not receive any
benefits.

Senator WiLLiams. The immediate effect of adoption of that would
be greater in cost the first year than in the immediate years following
due to the fact that all of those between 62 and 65, you would have
a 3-year limit, but they could all be eligible at one time but later
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when it gets to functioning you only have those approaching the age
62 alone.

Mr. Myxrs. It is quite correct that the number of new claimants
would be more.

Senator Wirriams. In the first immediate year.

Mr. Myegs. The additional ones put on the roll immediately would
be highest in the first year, but the number on the rolls and receiving
benefits would, for the next 3 years, include the people put on the rolls
immediately. As the system matures, the average number of new
cases each year would be greater.

Senator Wirriams. The first immediate effect would be a greater
drain on the fund the first year with all this extra age limit going
in at one time. ‘

Mr. Mvyers. No; I don’t believe so. You see even in the future
we will still be continuing payments to somebody who is 62 at time
of filing claim for 3 years, so each year we will have, as it were, three
crops of individuals still on the rolls.

enator WirLiams. You will, but after you once get those from 62
to 65 on the rolls, each year your addition alone will be that group
which attains the age of 62, whereas the first year you will have that
group which attained the age of 62, 63, 64, up to 65.

Mr. Myers. The addition to the roll will be greater in the first
year, but the number on the roll and receiving benefits each month
will be gradually larger each year as we go on.

Senator WirLiams. Certainly, yes.

Mr. Myers. That is why, as I point out later, this cost starts out
at a relatively high figure as to dollar disbursements. Then the
dollar disbursements build up slowly from that, rather than a sharp
rise over a number of years.

The reduction in the minimum retirement age for women will
result, in some instances, in the earlier payment of benefits to wives of
retired workers. Under present law, if a man retires at age 67 and
his wife is aged 63, the additional wife’s benefit is not payable until
she attains age 65. Under the provisions of the bill, this wife would
begin receiving payments immediately upon the man’s retirement.
Considering another case, if the wife is aged 55 when the man retires,
then under the provision of the bill no additional wife’s benefit would
be payable until 7 years later when she attained age 62. Under pres-
ent law, of course, the period of nonpayment of wife’s benefits in
such case would be 10 years—that is, until she attained age 65.

Similarly, for a widow of an insured worker, whether he died before
or after retirement, under present law benefits are payable if she
does not have eligible children under age 18, only upon her attain-
ment of age 65. Under the provisions of the bill, the widow’s benefits
could begin as early as age 62.

For example, a woman widowed at age 64 and without eligible
children present would have to wait 1 year under present law before
monthly benefits would begin, whereas under the provisions of the
bill she would receive benefits immediately.

Likewise, a woman widowed at 55 and without eligible children
present would have to wait 10 years under present law before she
could receive monthly benefits, whereas under the bill this period
would be shortened to 7 years. The same principles also apply to



SOCIAL SECURITY AMENDMENTS OF 1955 29

the parent’s benefits payable to dependent mothers of deceased in-
sured workers—a relatively minor category insofar as number of
beneficiaries is concerned.

In the first full year of operation, the estimated increase in benefit
disbursements as a result of lowering the retivement age for women
to 62 would be about $400 million.” Monthly benefits would go to
about 800,000 additional women in the first year. The additional
800,000 beneficiaries would consist of about 300,000 women workers,
300,000 wives of retired workers, and 200,000 widows and 3,000 de-
pendent mothers of deceased workers. Disbursements 25 years from
now would, it is estimated, be increased by about $1.3 billion per
year if this change were made.

The CrARMAN. This is based on the women not continuing to work
after 62, is it not?

Mr. Myers. These fizures are based on certain assumptions as to
how many women between 62 and 65 will retire. Of course, as you
can see, these have to be very much in the nature of assumptions be-
cause we have no experience on the retirement rates of women below
age 65. We don’t know whether employers will change their retire-
ment practices which, of course, would have a serious cost effect on
our operations and so forth.

But we don’t assume that every woman between 62 and 65 retires.

Senator Wirrrams. You do not?

Mr. Myers. No, sir.

The level-premium cost of the program would be increased by 0.56
percent of payroll as a result of this change. Or in other words about
a half percent of payroll. As indicated previously, we have informa-
tion for ages 62 to 64 as to wives and widows, but not as to the number
of working women who will retire or be retired. This is even more
the case as to the long-range estimates.

Senator WiLriams. In that long-range estimate from now, would
the cost be almost on a line gradually or would there be a leveling off ?
Would the greater part of the cost be in the first 10 years?

Mr. Mxyers. No.

Senator Wirriams. I know the greater cost would not be but the
greater percentage. )

Mr. Myers. The cost of the additional benefits for lowering the
retirement age for women would be a gradually increasing one, al-
though it would start off as indicated here at a fairly high level be-
cause of taking in immediately all those who are now 62 and not yet
65.

Senator Wrrriams. In other words you got your cost today and you
have it projected to 20 years. Ten years from now gfou will be about
half way between that point, is that what you figure ?

Mr. Myzrs. Very roughly, yes, sir. '

Senator BExNETT. You estimate that there are approximately
300,000 wives of retired workers. That is the number that would be
immediately benefited and could we assume that once the system got
operated there would be a hundred thousand wives of retired workers
added every year, because you have the age 62, 63, and 64 who would
be immediately affected.

Is that a fair estimate?
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Mr. Myers. Yes, Senator; that is a fair estimate. It would be a
little more than a hundred thousand a year as the aged population in
the country increases.

Senator Bexnerr. How many men in covered employment reach
age 65 every year?

Mr. Myers. I would say about 500,000. )

Senator Wmriams. How do you get 300,000 women reaching the
age and 500,000 men when the women have a longer life span?

Senator Benxerr. Will you hold that and let me continue my
program of questioning? Must we then assume that one-fifth of all
the men are married to women 3 years younger than themselves, be-
cause women who are less than 3 years younger than their husbands
cannot retire at 62. They have to wait until their husbands become
65.

Senator Kerr. They can retire at 62.

Senator BENNETT. Yes, but the effect is that they don’t get the full
benefit of this program.

Senator BEnwverT. I am backwards, am I not. Women who are 1
year younger—now they can’t get the benefits until their husbands re-
tire. Can the wife get the benefit until her husband retires?

Mr. Myers. No.

Senator Kerr. That is the married women.

Senator Bennerr. I am talking only about that one category, Sena-
tor.

Mr. Myers. Take this figure of 500,000 men reaching 65 each
year. Some of them are no longer married. They were either not
married to start with or are widowers. That might account for pos-
sibly a hundred thousand of them. As to the remaining 400,000 men,
a few of them would have wives 65 or over that would be getting bene-
fits under the existing law and roughly a hundred thousand would
have wives between 62 and 65 and the rest would have wives under 62.

Senator BEnNerT. What is the average relative ages of husband
and wife in the United States, isn’t it much closer than 3 years, the
difference between the average age.

Mr. Myers. The average difference between the age of husband and
wife at the younger ages is only 1 or 2 years, but for people 65
the difference is much wider, about 4 or 415 years, because a number of
men remarry and they marry women much younger than themselves
which increases the average difference.

Senator BEnNETT. I am interested in that average difference. Do
you have figures for that?

Mr. Myers. We have figures from the actual operations of the pro-
gram for workers who attained age 65 in a given year. Of those
workers, 20 percent had wives the same age or over.

Senator Bexnvert. O. K.

Mr. Myzrs. And 22 percent had wives between 62 and 65. These
are all workers who are married and have wives. Of the remainder,
roughly 50 percent had wives aged 61 and under. The figures don’t
add up to 100 percent because there are some wives of unknown age.

Senator Kerr. You mean some wives whose ages are unknown to
the department.

Mr. Myers. Yes. They are probably under 65 because if they were
over 65, they would have claimed benefits.
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The Cramrman. What is the percentage in that category, ages un-
known ?

Mr. Mywrs. It is about 7 or 8 percent.

%/fnaizr BENlimTT. It is that missing 8 percent.

r. Myers. 1 am sure they are mostly all under 65. an’
what the distribution is. Y Y T can't say

Senator Benwerr. The benefits of this bill then will affect only 22
percent of the wives of covered workers. The other 78 percent are
either to young or too old.

Mr. Myegrs. That is about right.

Senator Krrr. You mean the first year.

Senator BENNETT. Noj 22 percent are between 62 and 64.

Senator Krrr. Those that are under 62 will gradually attain that.

Senator BENNETT. But the whole program moves along with them.
I think I would stand on the idea that the effect of this bill, is bene-
ficial only to 22 percent of the wives in covered employment. The
other 78 percent are not affected.

Mr. Myers. That of course is the immediate effect but I think as
Senator Kerr

Senator BENNETT. You have taken the women between 62—62 and
64 and that class will continue—there will still continue to be a class
between 62 and 64 as the age pattern moves on. You are not saying to
us that this is a condition that exists only at this point in time. It is
a pattern that has existed all through, isn’t it ?

Mr. MxErs. Yes, that is right. That will be reflected in the overall
experience because 5 years later some of the women who have now
benefited because of being under 65 will be 68 and they would have
benefited under existing law.

Senator BeNNETT. So the effect of this law is to give help only to
22 %)ercent of the wives of covered employees who would benefit at age
65¢

Mr. MyEers. That is at any one point in time.

Senator BenNNETT. Yes.

Senator Kerr. That disregards that 8 percent of those whose ages
are unknown.

Senator BEXNETT. They may suddenly discover they are 62.

Senator Kerr. They may suddenly be willing to let their ages
be known.

Mr. MyErs. Probably of that 8 percent, half are 62 to 65 and half
are under 62.

Senator KErr. So there is no way to arbitrarily say that only 22
percent of the wives of the men of that age would be beneficiaries under
this bill?

Senator BeNnETT. Even if you throw the whole 8 percent in.

Senator Kerr. Let’s not throw them in. Let them come in.

Senator Ben~ert. That would raise it to 30 percent and I think
less than 8 percent are in this narrow 3-year period.

Senator WirLranss. At the last session of Congress we amended the
Social Security Act to provide that those covered under the Railroad
Retirement Act could likewise draw social-security benefits if they
had qualified under the social-security system as a result of additional
earnings outside. Is that correct?
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Mr. Myers. That is correct. In 1954, the Railroad Retirement
Act was amended so that retired workers could draw both their
full railroad-retirement benefit and their full social-security benefit
without an offset between the two benefits which had been in previous
law.

Senator WirLLiams. The question was raised to me that in doing
that we did not extend that whereby the widows of those workers
would be eligible under both; that this wage earner who is qualified
under both and is eligible to draw benefits under the law from both,
that when he died the widows’ benefits were not extended under
social security to the wives of a retirement worker.

Mr. Myers. That is correct.

When the widows’ benefits are payable, the wage records under the
two systems are combined and a combined benefit is payable.

Senator WirLiams. In other words it was corrected only in regard
to the man as long as he lived, is that correct, and was not corrected
to extend the same benefits to the wives?

Mr. Myegrs. The change was made only in regard to the benefits for
the retired worker and in addition last year in this session of Congress
there was a change made which was part way in between those two,
namely if a widow of a railroad worker was also eligible for social
security on her own earnings, she could receive both separately,
whereas previously the one was offset against the other.

Senator WiLriams. When we changed that as we did last year,
what was the reasoning behind not changing it all the way? I sup-
ported the bill but I didn’t realize we had not done it for the widows.
‘What was the reason for not extending it all the way if we were going
to extend it. We deliberately left that out as I understand it, in the
legislation.

Mr. Myegs. I think the reason is that the survivor benefits, when
they are all based on the same individual’s earnings are considered
as a whole, whereas the change made last year was when there were
2 separate workers, the woman worked and the man worked, and then
the 2 benefits were kept separate.

Senator Wirtrams. As I understand that, that rule is not appli-
cable in any other instance if I am correct. For instance, a Govern-
ment employee or one of we Members of Congress can qualify for
benefits under the Social Security system and we can qualify under
the Civil Service Retirement System and we can extend survivorship
benefits to our wives under both.

Mr. Myers. That is correct.

Senator WirLiams. If you extend the coverage to the TVA em-
ployees assuming that we do, they can qualify under the TVA system
which is a Government system and extend survivorship benefits to
the wives under that. They can qualify under social security if this
is extended and extend survivorship benefits under that if this bill
were enacted.

Mr. Myzrs. If this bill were enacted, the TVA employees could
get both retirement benefits. Buf as I understand it, in"the TVA
system there are no survivor benefits other than a return of
contributions.

Senator WiLrianms. I think you are in error on that.

Senator Kerr. Let’s have it checked.
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Senator MarTIN. Let’s have that checked. That is important.

Senator WirLiams. If the TVA system does have survivorship
benefits in any degree it does not in any way affect the eligibility of
the widows of the TVA employees under this to get survivorship
benefits under both.

Mr. Myzrs. That is correct.

(The followm.ngemorandum on this subject was subsequently
submitted by Mr. Myers:)

SURVIVOR BENEFIT PROVISIONS OF THE TENNESSEE VALLEY AUTHORITY RETIREMENT
SYSTEM
FEBRUARY 9, 1956.

The question has been raised as to the provisions of the Tennessee Valley
Authority retirement system in regard to monthly benefits for survivors of both
workers and deceased annuitants. The following statement is based on the
material on pages 159-160 of part 1 of Senate Document No. 89, 83d Congress,
2d session (dated January 22, 1954), which is still coxrrent.

In general, the death benefit provisions for those dying in active service
merely provide a return of the employee contributions with interest, plus a lump
sum of 50 percent of current annual salary for those with less than 10 years of
service and 100 percent of such salary for those with 10 or more years of service.
This payment may be converted to an annuity by a designated survivor bene-
ficiary. Such annuity cannot truly be called a survivor benefit such as those
available in the old-age and survivors insurance system or the ecivil service
retirement system where, upon the death of an eligible worker in active service,
monthly benefits are available which are not directly related to contributions
paid but rather vary according to number and type of surviving dependents.
Under the old-age and survivors insurance system, monthly survivor benefits are
not in lieu of a lump-sum payment, but are in addition thereto.

As to survivor benefits for death after retirement, under the Tennessee Valley
Authority plan, such benefits are available, only if the retired member elected to
receive a reduced annuity so that a designated beneficiary would receive an
annuity in the event that such beneficiary survives the retired worker. The
amount of the reduction for a particular survivor benefit is determined on an
actuarial basis so that no additional cost to the system is involved. Again,
this provision could not be said to be truly a survivor benefit in the sense of those
payable under the old-age and survivors insurance system where survivor bene-
fits are paid without reducing the benefits of the retired worker but rather the
survivor benefits are payable in addition. Under the civil service retirement
system, a somewhat different procedure is adopted. In general, in order to
obtain survivor benefit protection, the retired worker must elect a reduced
annuity. The amount of reduction, however, is, according to the law, signifi-
cantly less than it would be on an actuarial basis. Accordingly, there is some
element of additional survivor benefit protection present.

Senator Wrriams. The only group of widows that are excluded
from drawing both are the widows of the railroad retirement workers.
Mr. Myers. That would be the only case I know of. )

Senator WiLLiams. The point was raised to me. I did not quite
understand it. I wish there may be some reason behind it. I would
like to have it. If we are going to adopt the principle of extending it
to everybody else I don’t know why we left out one group.

Senator Kerr. I would like, in company with Senator Williams,
to ask the witness to check and advise us if the assumption is correct
and if he finds it correct then the reason for it. )

Senator WiLianms. I think so. There may be reasons for it with
which we may agree but I couldn’t think of them. It was called to my
attention. I just wondered if there were not many who supported that
change without realizing that we had left that out. I know I was one
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that did. I wish you would advise the committee on that. It is a
negligible item but it is important to those involved.

Mr. Myers. I will submit a statement on that.

(The following memorandum was subsequently secured for the
record :)

REASONS FOR COORDINATION OF SURVIVOR BENEFITS UNDER THE RAILROAD RETIRE-
MENT AND OLD-AGE AND SURVIVORS INSURANCE SYSTEMS

FEBRUARY 14, 1956,

Under present law, as it has existed since the 1946 amendments to the Rail-
road Retirement Act, railroad wages and earnings under the old-age and sur-
vivors insurance system are combined in computing survivor benefits in respect
to the death of a particular individual. In all cases where the deceased person
has less than 10 years of railroad service, the resulting benefit is payable by
the old-age and survivors insurance system. Where the individual has 10 or
more years of railroad service and has a “current connection” with the rairoad
industry, the railroad retirement system ordinarily pays the resulting benefit.
Finally, if the individual has 10 or more years of railroad service and does not
have such a “current connection,” the resulting benefit is ordinarily payable by
the old-age and survivors insurance system. In 1951, certain additional coor-
dinating provisions were incorporated. One of these provides, in effect, that
a survivor benefit under the railroad retirement program will not be less than
would have been payable under the old-age and survivors insurance formula.

In brief, the reason that the survivor benefit provisions are coordinated and
integrated is so that, between the two systems, an equitable and rational level of
survivor protection is maintained. In other words, the resulting survivor bene-
fits will be a reasonable floor of protection against the loss of earnings due to the
death of.the breadwinner. If each system had completely separate survivor
benefits, then, considering the flow of workers between the two systems, some in-
dividuals would lose out, while others would have fortuitously large benefits—
on a more or less haphazard basis.

With two separate and noncoordinated systems, some individual might well
fail to have insured status under either one and, accordingly, their survivors
would have no benefit protection. Again, there would be individuals who would
qualify under one system but not under the other so that survivor protection
would flow only from the one system and the contributions to the other system
would not produce any benefit protection. Finally, those fortunate enough to
qualify under both systems would have survivor benefit protection that would,
in many cases, be excessively high (and thus costly to both programs) since,
unlike private insurance, social insurance benefits are not directly related to the
contributions paid. Rather, social insurance benefits are generally weighted
so as to be relatively higher for low-paid individuals and for short-service
individuals. Thus, a worker who moved back and forth between the two sys-
tems might, as it would turn out, be considered to be a low-wage earner by each
system (since his average earnings under each system would be lowered because
of the time he spent under the other system, even though, in fact, his total earnings
were at a relatively high level. Thus, he would receive larger survivor benefit
protection by being considered as two low-earnings persons rather than by being
considered, as he actually was, as a steadily employed high-earnings person.

For more details, as to the reasons for coordination and as to the past legisla-
tive history of such proposals, see chapter 9 of the Report of the Joint Committee
on Railroad Retirement Legislation, part 1, Issues in Railroad Retirement,
Sepate Report No. 6, 83d Congress.

Senator WiLriams. Am I correct in my understanding that in the
proposed extension in all these instances it would be extended to them,
to the widows and survivorship benefits?

Mr. Myers. The retirement and any survivor benefits under old-age
and survivors insurance would be separate from those under any other
system.

ySena,’cor Bennerr. This is extraneous and I know it, but I am still
puzzled and maybe here is a good basis for a doctor’s thesis in sociol-
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ogy, how in younger ages the average difference between men and
women is around a year and women live longer than men, their life
expectancy is 4 years longer than men, but, it covered workers retire,
50 percent of their wives are 4 years younger than they are.

enator Kerr. I would make one suggestion that is very influential
on that set of facts. Any relationship between age and marital status
is gurely coincidental. The Senator will find that there are far more
widows than widowers above 60 years of age.

Senator BeNNETT. I am sure that is right because women live longer
than men.

Senator Kerr. That explains the quandary which seems to puzzle
the Senator from Utah.

Senator BeNNETT. The Senator is still puzzled. He can’t under-
stand how that explains it. That explains the longevity difference
between men and women when one of them dies.

Senator Kerr. I would hope that it would not.

Senator BENNETT. When one survives into their sixties, 50 percent
of the men are 4 years older than their wives.

Senator Kerr. The fact that the average woman lives 4 years longer
than the average man, Senator, in view of the fact that so many more
of them are not married. That might explain why they live longer.

Senator BeNnNert. That’s right.

Senator Kerr. But that fact of itself certainly explains why it is
possible for there to be that difference in the age of those who are
married.

Senator BENNETT. The Senator is still confused. I won’t take up
any more of the committee’s time, but, if you have those figures in the
department, I am very curious to find out how that thing turns around
from an almost equal age of young married couples to the point where
at 65, half of the women, half of the wives are 4 years or more younger
than their husbands.

Senator GeorGE. That is the average.

Senator BenneTT. I am through. I hope that the agency can ex-
plain the figures which will straighten this out in the Senator’s mind.

Mr. Myers. Mr. Chairman, could I take just one moment on that’

The CuHAIRMAN. Yes.

Mr. Myers. This same situation is not solely in OASI data. It
also appears in census data.

Senator BENNETT. It must be basic but I don’t see how it gets there.

Mr. Myers. Of men aged 65 there are two groups, those who have
been married continuously since the younger ages.

Senator Kerr. Those who are still married for the first time and
those who are married for the second and third time.

Mr. MyEers. For this first group, the difference is only 1 year. The
remaining married men have remarried or married at an older age.
Perhaps they remarried when they were aged 40 or 50, and they mar-
ried a woman who was 10 years younger. When you average the two
groups, the group with the 1 year differential and the group with the
10-year differential, it averages out to be a 4-year differential.

Mr. Myers later furnished the following for the record:)
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THE DIFFERENTIAL IN AGES OF HUSBANDS AND WIVES

FEBRUARY 2, 1956.

Married men who claim benefits at age 65 under the old-age and survivors
insurance system have wives who are, on the average, about 4 years younger
than themselves. Based on 1953 data (see Social Security Bulletin, December
1955, p. 25), the difference in median ages is 4.1 years (i. e., 65.5 for the husbands
and 61.4 for the wives.) The actual age distribution is summarized below :

Percentage of

Age of wife: retired workers
Under 60 — 36.3

60 to 61 - . 13.6

62 to 64_____ I 22.0

65 and over - 19.9
Age unknown 8.2
Total 100.0

In calculating the median, wives of unknown age were eliminated. It is
likely that virtually all of these are under age 65, so that if their ages were
known the median age of wife would have been a little lower and thus the
differential a little larger than the 4.1 years arrived at.

In view of the general observation that the age differential between husband
and wife is only a year or so at the younger ages, the question has been raised
why there should be a differential of as much as 4 years when persons near age
65 are considered. This is explained by the fact that married couples at age 65
include not only those who marry at the younger ages but also those who marry
(or remarry) at the middle and later ages. The following table (based on data
from the Statistical Bulletin of the Metropolitan Life Insurance Co. for May
1954, p. 5) gives data on age of bride and groom at marriage for Massachusetts
during 1947-51:

Medi Medi Digprence iuf

edian age edian age |medium ageof

Age group of groom of groom of bride groom and

bride

22,5 21.5 1.0
27.5 23.9 3.6
32.5 27.8 4.7
37.5 32.2 5.3
42,5 36.6 5.9
47.5 40.¢ 6.9
52.5 4.9 7.6
57.5 49, 4 8.1
62.5 53 6 8.9

These data show that the differential at time of marriage for those marrying in
their twenties is only about 2 years, but that it is considerably higher for those
who marry at the older ages. Accordingly, it is quite reasonable that, for couples
where the husband is near age 65, the average difference (considering that the
marriages took place at different ages, rather than merely at the youngest ages)
should be about 4 years.

Mr. Myers. A third change would be to provide monthly benefits at
or after age 50 to insured workers who are totally and permanently dis-
abled. In order to be insured for such benefits, the individual would
have to meet three qualifications as to length of coverage at the time
he became disabled. These can be stated in general terms as follows:
(1) 1% years of coverage in the last 3 years, (2) 5 years of coverage in
the last 10 years, and (3) coverage for half the time since 1950 or,
alternatively, for 10 years. Determination of total and permanent,
disability would be made by cooperating State agencies—usually the
vocational rehabilitation agency—in conformance with standards set
by the Department of Health, Education, and Welfare. The dis-



SOCIAL SECURITY AMENDMENTS OF 1955 37

ability would have to be in existence for at least 6 months before
monthly benefits would be payable.

Considerable emphasis would be placed upon the disability bene-
ficiaries undertaking vocational rehabilitation ; benefits would be sus-
pended in case of refusal without good cause to accept such rehabili-
tation, while, on the other hand, benefits would be continued during the
first year of return to work after rehabilitation so as to give the indi-
vidual a chance to get firmly reestablished in the labor market.

The Cramaran. What is the House bill definition of a permanently
disabled person?

Mr. Myers. The bill itself does not use the term totally and per-
manently disabled although the House Ways and Means Committee
report does. I might read to you the relatively brief definition of the
term, “disability,” as used for qualification for these benefits.

The CaaRMAN. What is the term? What term does the bill use ?

Mr. Myers. The term used is “disability” and then the bill defines it.

Senator Kerr. Then defines it ?

Mr. Myzers. Yes, sir.

The Cuarrman. What is the definition in the bill?

Mr. Myers. “The term ‘disability’ means inability to engage in any
substantial gainful activit; »

Senator Kerr. Where is this to be found ?

Mr. MyEers. On page 10 of the bill beginning on line 12.

The Cuarman, All right.

Mr. MyEers (reading) :

The term ‘“disability” means inability to engage in any substantial gainful

activity by reason of any medically determinable physical or mental impairment
which can be expected to result in death or to be of long continued and indefinite

duration.

The CaamMaN. Would that mean a farmhand who could not do
farm work but could act as a watchman, would be totally and per-
manently disabled under that definition?

Mr. Myzgs. No, sir, I feel certain he would not be adjudged dis-
abled because he would be able to engage in a substantial gainful
activity. o

The Cratrman. Suppose he was not offered such a position and
said he could not get a position as a watchman?

Senator Kerr. The provision as I understand it is not calculated to
be an insurance of employment but an insurance against disability
to be employed. .

The CHARMAN. Does that mean he is not able to work at any kind
of occupation?

Senator Kerr. Not physically able.

Senator BENNETT. Or mentally able.

Senator Kerr. Or mentally able. )

The CramrMAN. He could not perform some minor work of some
kind ?

Mr. Myzgs. If he could perform any kind of substantial work, he
would not be considered to be disabled. As you recognize there are
always boundary line questions—as to if he could do a very small
amount of work or as to where it would get to be substantial.

The CHATRMAN. What is substantial in terms of? What percentage
of work he normally did when he was a well man? What definition
of substantial ?
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The substantial, gainful activity. The reason I am asking these
questions is that it seems to me there will be great difficulty in inter-
preting this definition of permanent and total disability. What is
“substantial gainful activity” in your judgment? )

Mr. MyERs. That term of course is being used in the present admin-
istration of the so-called disability freeze provision, and there are a
quite thorough set of rules that have been established in the admin-
istration thereof. I could give you a statement of what our actual
practices are on that.

The Cuairaan. A man who could work 1 hour a day for example,
would that be substantial ?

Mr. MyEgs. I couldn’t really answer that question without looking
mto it a bit more.

The CramrMaN. Will you furnish the committee a memorandum on
these different definitions here; what is substantifl, gainful activity,
also the other provisions, determine what will be the standard and
state how the determination would be made. Is some individual
doctor going to decide such a person cannot engage in substantial
gainful activity and who is to employ the doctor and how is that
examination to be made?

Mr. MyzErs. On that point, the determination of disability will be
made by various State agencies that through the State have agreed to
do this, mostly the vocational rehabilitation agencies.

The Crrazraran. That is to be done by the medical profession largely
1s1’t that true?

Mr. Myers. Yes,

The Cuatraman. Will they be doctors employed by the State or the
vocational agency or will they be outside doctors or how? How will
it be done?

Mr. Mxzrs. As I understand it, that will depend on how the State
itself establishes the procedures, whether or not it has its own doctors
under the vocational rehabilitation agency.

The CramaaN. Won't the Social Security have to issue some regu-
lations as to how this will be done if this bill is passed?

Mr. MyErs. Yes, the Department will establish standards that will
guide the States in their determination of disability so there will be
uniformity.

The CuatraraN. That is a definition that will be made then on a
State level and not by the Social Security itself.

Mr. Myers. That is correct. The Social Security Administration
will review the cases. )

Senator Kerr. It will fix the standards.

Mr. Myegs. It will fix the standards, but it will be the primary
responsibility of the States to adjudicate the cases.

Senator Kerr. To determine whether or not disability exists in
accordance with the standards which have been prescribed by the
Department ?

Mr. Myzers. That is correct.

The CramrmaN. Have those standards been prepared yet?

Mr. Myrgrs. There are standards that have been prepared and which
we are now operating under for the so-called disability freeze pro-
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vision that is in present law, under which an individual when he ig
disabled has his rights frozen as of that time.
The Crarman. Will you furnish the standards for the record ?
Mr. Myzgrs. I will furnish a statement on that.
(The following was subsequently submitted for the record:)

DEePARTMENT oF HeaLTH, EDUCATION, AND ‘WELFARE,
SOCIAL SECUKITY ADMINISTRATION,
OrFICE OF THE COMMISSIONER,
Washington, D, C., February 24, 1956.
Hon. Harry F. Byrp,
Chairman, Senate Finance Commiittee,
Senate Office Building, Washington 25, D. C.

Dear MR. CHaIRMAN: During Mr. Myers' testimony on January 25, 1956,
before the Senate Finance Committee, you asked that the committee be furnished
a statement on the disability evaluation standards adopted by the Department
of Health, Education, and Welfare for the disalility “freeze” under the old-age
and survivors insurance program. You also inquired about the administrative
interpretation given to such terms in the law as “disability” and “inability to
engage in substantial gainful activity.”

I am enclosing for the information of the committee the guides for evaluating
disability that have been developed to describe the levels of severity of medical
factors to be considered in a finding of disability. This material is taken from
our Disability Freeze State Manual, an official document distributed only
to State and Federal personnel involved in making determinations of disability,
and is restricted in its circulation. These standards were developed in con-
sultation with State agencies and with the advice and assistance of a national
medical advisory committee. They are under constant scrutiny for improve-
ment and clarification.

The medical advisory committee has strongly recommended to us that these
guides, and especially the medical descriptions, should not be released to the
general public. We have not published them hecause we feel this might affect
adversely the validity and probity of the evidence submitted in some individual
cases. Rights of individuals cannot be adversely affected by this policy since
each case is adjudicated on its own merits and the listing of impairments is
only intended to provide administralive guidelines. I trust you will concur in
our judgment that this material should not be included in the official record of
your committee's hearings.

However, I am also enclosing a separate statement in which the Department’s
disability evaluation standards are described in general terms. I feel that this
general statement explains the standards in suffizient detail so that interested
members of the public can see how the Department operates and understand
the most important administrative interpretations it has adopted. We would
be glad to have this statement included in the record of the hearings of the
committee.

Sincerely yours,
CHARLES I. SCHOTTLAND,

Commissioner.

(The Disability Freeze State Manual referred to above was filed
for the information of the committee only.)

ADMINISTRATION OF THE DISABILITY FREEZE
(Statement in Response to Request of the Chairman, Senate Finance Committee)

Under the social-security amendments of 1954 the Secretary of the Departxnent
of Health, Education, and Welfare is required to make, or to e_nter 1_nt0 agree-
ments with State agencies for making determinations of disability \.\'1th rf:spect
to individuals who meet specified eligibility requirements and furnish ev1dgnce
of disability. Pursuant to section 221 of the act the Secretary has er_ltergd into
agreements with appropriate agencies in all States for such determinations to
be made by a State agency with respect to individuals in the State. Ex.cept as
specifically provided in section 221, these determinations, which establish the
existence or nonexistence of disability (as defined in the act), become the deter-
minations of the Secretary on the basis of which a period of disability must be
awarded or disallowed by the Secretary. The personnel utilized by the State

73192——56—pt. 1—4
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agency in making determinations of disability, including its medical cqnsultants,
who must approve every determination, are selected by apd resppnsxple‘t? the
State agency. (A copy of the model agreement on the basis of which individual
State agreenients have been negotiated is appended.) . . .

The right to a determination of whether or not a period of disability exists is a
Federal right. The determination basically affects the computation of benefits
and eligibility under the old-age and survivors insurance program. While the
determination of disability is made by a State agency, Congress® intended that
it be made under standards and procedures that are reasonably uniform and
that will afford all applicants for old-age and survivors insurance benefits equal
treatment wherever they reside. Guides for evaluating disability have been
developed in consultation with State representatives and with the advice and
assistance of a national medical advisory committee.

The determination of disability required under the disability freeze provision
is basically the same as would be required under H. R. 7225. The same funda-
mental procedures would be used under H. R. 7225 as those adopted for the
disability freeze.

PROCESSING FREEZE APPLICATIONS

Briefly this is how a typical application for the disability freeze is handled.
The disabled individual has his initial dealings with the local old-age and sur-
vivors insurance district office, where he can ascertain whether his record of
covered work makes him potentially eligible. He receives information as to his
rights and obligations, and he is given assistance in filing an application and
securing necessary proofs. It is at the district office that many individuals who
cannot meet basic eligibility requirements (including persons who recognize
that their disability may not be severe enough or long-lasting) may decide not
to file an application for the freeze. (The applicant’s case is not sent to a State
agency for a determination until he has filed an application for the freeze and
until he or someone on his behalf has provided evidence of disability.) The
district office also informs the applicant that vocational rehabilitation services
may be available within the State and, under appropriate criteria furnished by
the State vocational rehabilitation agency, refers the applicant (as well as
inquirers who may not be eligible for the freeze) to the State agency.

As it is the applicant’s responsibility to furnish basic medical evidence concern-
ing his disability, the district office provides him with one or more medical report
forms which he can send or take to his physician (and if necessary, also to a
hospital or other appropriate source of information about his impairment) for
completion and return to the district office. The use of this form is not manda-
tory. The applicant or reporting physician may give the needed data in any
form. A report form is supplied simply for the convenience of the physician
who would want to know the kind of medical information he should report. The
physician or other medical sources is assured that the information furnished
will be held confidential and is also told that old-age and survivors insurance
cannot pay for the medical report or any examination that is made, Because
of the expressed preference of the Veterans’ Administration, medical information
in its files pertaining to veterans who have filed disability freeze applications
is requested on a prescribed form signed by the applicant.

When the file is complete, i. e., when it contains the medical evidence, along
with other available information on the individual’s employability, work experi-
ence, education, and training, it is forwarded by the district office to the State
agency making determinations of disability for old-age and surviors insurance.
(Some backlog cases? are not covered by some State agreements; these are sent

to the Baltimore office of the Bureau of the Old-Age and Survivors Insurance for
adjudication.)

The State agency evaluates all the evidence the individual has submitted and,
if necessary, takes further steps to complete the case workup in order to determine

1 8. Rept. No. 1987, 83d Cong., 2d sess. (1954), p. 21.

* An individual may be eligible if he could have met the work history and other require-
ments for eligibility at the time he became disabled (even though the disability occurred
some years ago) and if he has since been continuously disabled ; he may file an application
at any time before July 1, 1957, and have his disability retroactively established.

The backlog includes not only eligible disabled persons who have not yet reached age 65
but also individuals now over age 65 who are on the old-age insurance benefit rolls and
whose monthly retirement benefits are lower than they would bave been, had the individual
not been disabled. Retired individuals who are beneficiaries may apply to have their
benefits recomputed and increased beginning with payments for J uly 1955.
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if the applicant is under a “disability,” as that term is defined in the law. The
State agency may recontact the applicant for additional information, may re-
ques't needed supplementary medical information from the physician or other
medical source which had already furnished a medical report, or may obtain
employment and other information from appropriate sources. In addition,
where necessary, the State agency may purchase a verifying medical examina-
tion for purposes of protecting the trust fiund against unwarranted allowances.
The States agency makes arrangements for such an examination in the same
manner in which it procures necessary examinations in its regular program.

In most States the determinations are made by the vocational rehabilitation
agency; in a few by the public-assistance agency administering a program for
aid to the permanently and totally disabled. In contacts with physicians,
hospitals, and other sources of medical information, the State agency relies,
insofar as possible, on relationships with these individuals and organizations
already established in the agency’s own programs.

The State agency’s determination as to whether or not the applicant is under
a disability and the date of onset or termination of such disability is made
by the State’s disability team, consisting of a medical consultant and a lay
member who is qualified to evaluate the medical and other aspects of the case.
After the determination is made, it is sent, along with the complete file, to the
Bureau of Old-Age and Survivors Insurance office in Baltimore.

The Baltimore office at the present time examines all State determinations,
denials as well .as allowances, primarily to assure consistency of understanding
of the concept of disability. A followup date is established for cases that will
be rechecked in the future as to the status of the individual’s disability. The
Bureau of Old-Age and Survivors Insurance Baltimore office corresponds with
State agencies whenever it has any question about the State agency’s handling
of the case. Consistency of approach is sought through such correspondence and
through regional and State conferences. The Bureau has legal authority to
reverse a State agency’s finding that disability exists or to establish a date
of onset of disability on a later date than found by the State agency. The
Bureau does not, however, have legal authority to change a State agency finding
that no disability exists or to fix a date of onset earlier than that established
by the State agency. The recourse of an individual in these latter instances,
if he disagrees with the State’s decision, is through the appeals process.

In the cases handled directly by the Bureau of Old-Age and Survivors Insur-
ance (principally backlog cases not covered by agreements in some States),
the Bureau follows the same evaluation guides applicable to the State agencies
in the determination of disability. (The heavy volume of initial determinations
now being carried by the Bureau will eventaully diminish as the backlog is
liquidated ; ultimately State agencies will be making nearly all determinations
under the freeze.)

In the final step, the Bureau of Old-Age and Survivors Insurance formally
notifies the applicant of the determination made in his case. The applicant
is informed, in both allowance and denial cases, of his right to a reconsideration
or a hearing. In cases that are allowed, the applicant is informed that he
must report any improvement in his condition. The Bureau also “flags” the
individual's old-age and survivors insurance account to reflect the establishment
of his period of disability and to assure that any future earnings that may be
reported on his account will come to the attention of disability evaluators. In
addition to the cases that are diaried for medical reexamination to see whether
there has been improvement in the applicant’s condilion, a future general spot
check is planned.

1f the individual feels that the denial of his application is erroneous, or that
the beginning of his period of disability should have been established at an
earlier date, he may request a reconsideration of his freeze application and
submit additional evidence or information to support his allegation. If the
initial determination was made by a State agency, the Bureau of Old-Age and
Survivors Insurance returns the file to that agency for reconsideration. After
reconsideration, a new notice, affirming or reversing the previous action, is sent
to the applicant. The individual may also request a hearing before a referee of
the Social Security Administration. The hearing process, which is the same as
that used in other old-age and survivors insurance claims, is conducted by a
referee of the appeals council. If denied on appeal, the individual also has the
right to take his case to a Federal court
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DETERMINATION OF DISABILITY

In determining disability the State agency’s evaluation team must consider the
application of an individual who has completed a 6-month waiting period and
alleges disability throughout that time. He has also met the tests of substantial
and recent earnings in covered work.

The requirement of a waiting period clears up the great preponderance of
temporary ailments. Most acute conditions are cured or stabilized at the end of
6 months to the point where the degree of severity of the permanent residual can
be assessed. Those not stabilized by this time usually show clearly that they can
be expected to be of long-continued or indefinite duration, or that they are improv-
ing to the point where it can be concluded that they do not meet.the definition of
disability.

The applicant must present sound medical evidence to establish that he has a
medically determinable impairment. This evidence will include medical reports
giving history of his condition, diagnosis, and the clinical findings; the latter
must indicate not only the nature of the impairment but also its severity. The
file also includes pertinent nonmedical information elicited from the applicant
and other sources such as employers.

The team must determine the severity of the impairment and whether it is one
which ¢:ian be expected to be of long-continued and indefinite duration when viewed
at the time of filing the application and at the end of the 6-month pericd. It is
important to note that the requirement of “long-continued and indefinite dura-
tion” refers to the medical condition. When it is reasonable to infer from the
nature and severity of the impairment that the individual’s absence from work at
the time of filing is due to the medical condition and that this condition will
continue, a prediction that the individual may never gain a new ability to work is
rot required. On the contrary, efforts toward rehabilitation are encouraged.

GUIDES AND STANDARDS

The Department’s policy, in line with precedents set by the courts and in line
with the experience of other disahility programs, is that each case must be consid-
ered on all its facts. To achieve a community of judement among evaluators in
the State agencies and in the Bureau of Old-Age and Survivors Insurance review
operation, the Department has prepared detailed guides for evaluators in apprais-
ing the severity of impairments. If an individual meets the sucgested level of
severity of impairment in these guides (in termis of diagnosis, symptoms, and
medical findings, and with due regard to all other facts in the case), it is
presumed in the absence of facts to the contrary, that his absence from work is
attributable to the impairment.

These guides are intended to serve as descriptions of the level of severity of
impairments that justify a finding of disability. They describe anatomical
damage, functional loss, loss of vital capacity, physical and mental disorders, and
other impairments in clinical terms that demonstrate great severity ; they identify
more than 130 categories of the most common and most severely disabling dis-
eases, These guides are not to be applied mechanically, however. The presump-
tions that flow from them may be rebutted by evidence that shows the individual
actually did or could work despite his impairment, as when he has special voca-
tional experience or skills. On the other hand, an individual’s condition might
fall somewhat short of the described level of severity of any one condition, but
he might have multiple impairments that, in combination, may approximate in
effect the severity of a described condition. Such cases are also allowable.
Impairments that are partially disabling or are amenable to safe and acceptable
treatment are not allowable bases for granting a “period of disability”; neither
are personality defects, alcoholism, or drug addiction. (The descriptions are
implemented by representative case decisions that are distributed to all evalu-
ators. These serve to emphasize particular fact situations. The guide material
does not have the force of regulation and is not published. It is available to the
State agencies for official purposes only.)

While the individual’s ability or inability to do substantial gainful work is
largely indicated by the nature and extent of his medical impairment, previously
demonstrated skills and functional capacities that should enable him to overcome
his handicaps are “facts to the contrary” and would rebut the presumption of
disability arising out of the severity of the medical impairment. These skills
aéxd capacities are shown by individuals’ previous occupational history and
education,
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SUBSTANTIAL GAINFUL ACTIVITY

) Th_ere are only very few cases that have arisen so far where a severely
impaired person has presented his claim while siill engaged in work or wlere,
having had a period of disability established, he has actually returned to work.
Thus, the crux of the disbility determination in many cases is the nature and
extent of the medically determinable impairment; and initial consideration is
focused on the impairment. Disability freeze experience with the problem of
“substantial gainful activity” also indicates that in the few cases where there
is employment the work and earnings involved are almost always clearly either
substantial or insignificant. The very small number of cases presenting a real
issue of definition of “substantial gainful activity” are being handled on the
basis of the individual fact situation.

The concept of “substantial gainful activity’” has been treated hy the courts,
and the Department is developing experience in this area with due regard to
the precedents. Where some ability to work despite very severe impairment is
evidenc%d by the individual’s actually engaging in work the following guides
are used:

Substantial gainful activity means the performance of substantial services
with reasonable regularity in some competitive employment or self-employment.
It relates to the range of activities the individual can perform.

Any work by an individual is some evidence of his ability to perform substan-
tial gainful activity. However, complete helplessness is not necessary to a
finding of an allowable disability. Sporadic or infrequent activity would not
necessarily establish ability to engage in substantial gainful activity.

The results, however, depend upon each factual situation. In determining
whether services are substantial, both the nature of the work and the amount
of earnings derived from the work are considered. Thus, an individual possessed
of special knowledge and skills who works 1 hour daily as a highly paid con-
sultant could be considered not disabled. Another individual who is limited to
manual labor could be considered disabled if he were cupable of only 1 hour of
work daily. If the services that a very severely impaired individual is capable
of rendering are a small fraction—say one-third or less—of his former services
and he receives only a small fraction of his former earnings for such services,
he might be considered *‘unable to perform substantial gainful activity.” An
exception would be where present earnings—although a small fraction of former
earnings—were nonetheless considerable.

Some continuous activities which are gainful do not of themselves contradict
a finding of disability. Such activities may occur as part of rehabilitation
training as sheltered or “made” work.

Income as distinguished from earnings is not considered in evaluating sub-
stantial gainful activity. Demonstration of capacity to work regularly and
substantially by a self-employed person would rebut disability even though
he operates at a 10ss.

ROLE OF THE ATTENDING PHYSICTAN

The Department’s procedures for the disability freeze have as two o_f their
major objectives to preserve doctor-patient relation_shlps and to‘ minimize the
reporting burden on attending physicians. The patient’s doctor is never asked
to certify that his patient is or is not permanently and tota}ly disabled. The
attending or reporting physician is asked to rgport ‘the clinical facts as 'he
found them during treatment or examination of his patient. The _State agencies
and the Bureau of Old-Age and Survivors Insurance n'eed a medical plc.ture. of
the patient. This is usually derived from a variety of.mdepen('le‘nt examination
reports supplied by sources in addition to the attending physician—e. g., case
files, of hospitals and other institutions: reports and records frgm other
governmental prograis. The evaluation teams.must then also consider sqch
nonmedical factors as education, training, experience, and age. _Tpg reporting
physician, thus, does not have and may not assume the 1'esp0nS}h1hty for the
determination of disability under this law: he is asked to provide the_ evalu-
ation team with clinical information from which the team may draw its own

ion.
co%%lussimplify the work of the reporting physician the Department _has‘ adopted,
in essence, the uniform medical report form genera}ly useq by the 11fe-1ns1_1r_an(:e
industry. As previously indicated, while this form is supplied for the physician’s
convenience, its use is not prescribed ; a narrative report or a report in any other
form the physician may choose is acceptable.
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MoODEL AGREEMENT

(To carry out provisions of sec. 221 of the Social Security Act)

The Secretary of Health, Education, and Welfare, hereinafter referred to as
the Secretary, and the State of acting through (name of
State agency), bereinafter referred to as the State agency, for the purpose of
carrying out the provisions of section 221 of the Social Security Act (providing
for the making of determinations of disability by State agencies), hereby agree
to the following:

A. DEFINITIONS

For purposes of this agreement—

1. The term “disability” means inability to engage in any substantial gainful
activity by reason of any medically determinable physical or mental impairment
which can be expected to result in dealth or to be of long-continued and indefinite
duration; or blindness. The term ‘‘blindness” means central visual acuity of
5/200 or less in the better eye with the use of correcting lens. An eye in which
the visual field is reduced to 5° or less concentric contraction shall be considered
as having a central visual acuity of 5/200 or less.

2. The term ‘“determination of disability” includes one or more of the follow-
ing determinations: (@) Whether or not an individual is under a disability;
(b) the date as of which the individual’s disability began; and (c¢) the date
as of which the individual’s disability ceased.

3. The term “managing trustee” means the Federal official designated in the
Social Security Act, and directed by such act to pay from the trust fund (estab-
lished by sec. 201 thereof) such moneys as may be certified by the Secretary to
him for payment.

4. The term *Secretary” means the Secretary of Health, Education, and Wel-
fare or his delegate.

5. The term “necessary cost” shall include indirect as well as direct costs.

B. ADMINISTRATION

1. Upon request by the Secretary, the State agency will make determinations
of disability with respect to individuals in the State® who have applied to the
Secretary for a disability determination under section 216 of the Social Security
Act, including cases in which such individuals have previously been determined
to be under a disability for the purposes of such section of the act.

2. In making determinations of disability, the State agency will apply the
term “disability” (as defined in pt. A of this agreement) in conformity with
section 216 (i) of the Social Security Act and such standards as may be promul-
gated by the Secretary.

3. The Secretary shall, if he finds necessary, promulgate standards, with re-
spect to determinations of disability, to insure (a) the prompt and orderly proc-
essing of requests for such determinations, (b) equality in the treatment of
individuals within the State, and (¢) equality in the treatment of such individuals
with the treatment accorded individuals in other States with which similar agree-
ments have been entered into by the Secretary. If such standards are promul-
gated, the State agency will adopt such policies and procedures as may be neces-
sary to conform to such standards so that the provisions of (a), (b), and, insofar
as practicable, the provisions of (¢) of this paragraph, are effectuated.

4. In any case in which the State agency is requested to make a determination
of disability, the Secretary will furnish to the State agency any pertinent evi-
dence he may have relative to the individual. The State agency will, in accord-
ance with such standards as may be promulgated by the Secretary, secure from
or through the individual or from other sources such additional medical or other
evidence as the State agency considers necessary to enable it to make a deter-
mination of disability.

5. Each determination of disability will be certified by the State agency to the
Secretary on such form or forms as may be provided by the Secretary. The
State agency will also furnish the Secretary with the evidence considered in mak-
ing its determination of disability in individual cases. Any such evidence for-
warded to the Secretary by the State agency will be returned upon request.
Except as provided in subsections (¢) and (d) of section 221 of the Social Secu-

11f the agreement is to cover not all Individuals in the State, but only certai
lndividuals,gthe class or classes should be specified. ? ¥ certain classes of
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rity Act, any determination of disability made by the State agenc

the dgtermination of the Secretary for the pu1'p0§es of title IIgof i’hzhggcig?
Security Acy. The State agency shall not, however, be a party to nor assume
any resp0n51bi1it_y for defending the determination made by the Secretary pur-
spar_}t to §ubsect10ns (c), (d), and (g) of section 221 of the Social Security Act.
Notification to the individual of the determination of disability will be made by
tl_xe Secretary at the same time such individual is notified whether his insurance
rights under title II of the Social Security Act are preserved on account of his
disability.

. 6. From time to time the Secretary will review such standards as he may
issue pursuant to this agreement and, to the extent feasible, will consult with
and take into consideration the experience of, States or such group of States'
as he may consider representative, with which agreements have been entered
into to carry out section 221, to determine the standards that are necessary and
sufficient to effectuate the purposes of this agreement.

0. PERSONNEL *

In carrying out this agreement, the State agency will follow its approved per-
sonel standards in its plan under the Vocational Rehabilitation Act (29 U. 8. C,,
secs. 31, et seq.). If there is no approved personnel standard for a particular
position_, tl}e State agency will, in the selection, tenure of office, or compensation
of any individual in such position, apply such standards as are consistent with
the personnel standards in its plan under the Vocational Rehabilitation Act; or

In carrying out this agreement, the State agency will follow the provisions
of the merit system under which it operates.® If there is no approved personnel
standard for a particular position, the State agency will, in the selection, tenure
of office, or compensation of any individual in such position, apply such standards
as are consistent with the proivsions of the merit system under which it
operates; or

In carrying out this agreement, the State agency will follow Standards for a
Merit System of Personnel Administration issued by the Department of Health,
Education, and Welfare, Social Security Administration, September 1, 1948, as
amended.

D. ORGANIZATION:

1. As may be agreed upon by the State agency and the Secretary, the State
agency will provide such facilities, employ such qualified personnel, and provide
such medical consultative services as are necessary to develop expeditiously
evidence with respect to disability determinations. Such personnel shall be
subject to the jurisdiction of the State agency.

2. The determination of disability based upon the evidence developed by such
personnel shall be made by a medical consultant and by another individual or in-
dividuals qualified to interpret and evaluate medical reports relatiqg to the
physical or mental impairment (as referred to under the definition of ‘“‘disability”
in part A of this agreement) and to determine the capacity of the individual, with
respect to whom a determination of disability is necessary, to engage in substan-
tial gainful activity. The personnel utilized by the State agency to make deter-
minations of disability shall be placed in such offices as may be agreed upon by the
State agency and the Secretary. . . .

' 3. The State agency will establish cooperative working relationships with
other public agencies concerned with problems of the disabled and insofar as
practicable, utilize the services, facilities, and records of such agencies (@) 3:0
assist the State agency in the development of evidence with respect to and in
the making of determinations of disability, and (b) to assure that the congres-
sional policy promulgated in section 222 of the act (relating to the refgrral of
disabled individuals for rehabilitation services) will be effectively carried out.
Such public agencies may be reimbursed for such services, facilities., or records
furnished pursuant to subparagraph (a), and the State agency shall include such

2Three alternatives are provided in this part. The first one will be used if the State
agex'fcy e:dm.iuisters a plan Izjlpproved under the Vocational Rehabilitation Act; the second,
if the State agency is somei_ %ther agenlcty antd follows a merit system; the third, if such

agency does not follow a merit system. .

Otgg‘liuseg%esy%temx' refers to the State's civil-service or other comparable system relating,
among other things, to the selection, tenure of office, and compensation of individuals
employed by the State and operating under personnel standards established and.mamtautlle]d
on a merit basis. If such system can be referred to by a State statutory citation, the
statutory citation might be used.
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costs in the estimates or requests for reimbursement furnished pursuant to
art G.

P 4. Under procedures established with the (agency of the State administering
program for the blind), the State agency will utilize the services of _suc:h_formgr
agency to assist it in the development of evidence as to whether an 1n‘dlvxflua1 is
under a disability by reason of blindness and in the making of determinations of
disability in such cases. The (agency of State administering program for ghe
blind) shall be reimbursed by the State agency for its necessary cost in making
determinations of disability pursuant to this provision and the State agency shall
include such cost in the estimates or requests for reimbursement furnished pur-
suant to part G. The State agency will make such arrangements with the
(agency of the State administering program for the blind) as may be necessary
to conform to the provisions of part G. [Paragraph to be held in reserve in the
event the State requests that its agency for the blind should make disability de-
terminations in blind cases.]

E. MEDICAL EXAMINATIONS

In making arrangements for medical or other examinations and tests neces-
sary to make determinations of disability, the State agency will pay the pre-
vailing fees or costs for such examinations and tests, in accordance with the
fee schedule in effect for purposes of the State program it administers.

Where a particular examination or test is not included in an established fee
schedule, the State agency will not bind itself to pay any fee or cost for such
examination or test which is in excess of the highest rate paid by Federal or
State agencies in the State for the same or similar type of services.

F. REPORTS AND RECORDS

The State agency will make such reports in such form and containing such
information as the Secretary may require, and will comply with such provisions
as the Secreary finds necessary to insure the correctness of such reports, in-
cluding provisions made for the inspection and review of fiscal, statistical, and
other records and the review of operations within the scope of this agreement.

G. FISCAL

1. The Secretary will provide funds, either in advance or by way of reimburse-
ment, as may be mutually agreed upon, for the necessary cost to the State agency
of making determinations of disability authorized by this agreement. Such
funds will be paid periodically by the managing trustee to________________ * upon
certification by the Secretary, and will be used solely for such expenses. Where,
for purposes of the State program it administers, the State agency utilizes any
service or material purchased or contracted for by it pursuant to this agreement,
the cost of such service or material shall, pursuant to standards issued by the
Secretary, be prorated and only that part which is attributable to the making of
disability determinations authorized by this agreement shall be considered a neces-
sary cost for the purpose of this agreement.

2. The State agency will submit estimates of anticipated costs for such periods,
at such times, and in such manner as may be requested by the Secretary. After
considering all pertinent information, the Secretary will determine the amount of
funds that are necessary for the State agency to administer its agreement
under section 221 of the Social Security Act for a particular period and that
are available to keep within the limits of Federal funds allocated to carry out
the purposes of such section. The Secretary will notify the State agency the
amount which will be certified for payment to it for such period. The State
agency will not incur or make expenditures for such period which will exceed
the amount the Secretary certifies for such period unless in advance of making

¢ This provision will be used only if the State program is operated under a plan which,
pursuant to Federal statute, has the approval of the Secretary (e. g., a State vocational
rehabilitation program, or a program under title XIV of the Social Security Act). If not,
then the following provision will be used: ‘“In making such arrangements the State agency
will pay the prevailing fees or costs for such examinations and tests in accordance with
the fee schedule established by the agency of the State administering a plan under the
Vocational Rehabilitation Act (29 U. 8. C., sec. 31 et seq.).

6 There should be inserted here the appropriate State official who is authorized to act
as custodian of the moneys paid by the Federal Government to the State to carry out this
agreement. Indicate title to office, not the name of the incumbent,
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or incurring such expenditures the State agency obtains approval of the Secre-
tary for such expenditures.

3. After the close of a period for which funds have been certified in advance
to the State agency. the State agency will submit a certified report of its actual
expenditures for such period in such manner and within such tinme as may be
designated by the Secretary. After considering all the pertinent information,
the Secretary will determine whether such expenditures were necessary in
making determinations of disability authorized by this agreewent under standards
in effect at the time such expenditures were made or incurred. If, pursuant
to such standards, the Secretary determines that any such expenditure was not
necessary for such purpose, the Secretary shall so inform the State agency
of tentative exceptions taken with full explanation of such tentative exceptions.
The State agency will be given a reasonable length of time to justify such
expenditures. If such expenditures cannot be justified by the State agency, the
total amount of expenditures actually made and incurred in such period shall
be reduced by any expenditures determined by the Secretary to be not necessary
in making determinations of disability authorized by this agreement. The
difference between the advance payment made to the State agency and the
expenditures determined to be necessary for such period will be adjusted, within
the limits of available funds, either by appropriate increase or reduction in
the amount certified for advance by the Secretary for subsequent period.

4. Where funds are to be paid to the State agency by way of reimbursement for
expenditures made or incurred by the State agency in a particular period, the
State agency will submit a certified report of such expenditures in such
manner and within such time as may be designated by the Secretary. After
considering all the pertinent information, the Secretary will determine
whether such expenditures were necessary in making determinations of dis-
ability authorized by this agreement under standards in effect at the time such
expenditures were made or incurred. If, pursuant to such standards, the
Secretary determines that any such expenditure was not necessary for such
purpose, the Secretary shall so inform the State agency of tentative exceptions
taken with full explanation of such tentative exceptions. The State agency
will be given a reasonable length of time to justify such expenditures. If such
expenditures cannot be justified by the State agency the total amount of expen-
ditures actually made and incurred in such period shall be reduced by any
expenditures, determined by the Secretary to be not necessary in making deter-
minations of disability authorized by this agreement. Where such total amount
exceeds the amount that will be certified to the State agency as determined
by the Secretary pursuant to paragraph 2, it shall be reduced as may be necessary
in order to keep within the limits of Federal funds available to carry out the
purposes of section 221 of the act. The amount so determined shall be certified
by the Secretary to the managing trustee for payment to -t

5. Any moneys paid to the State which are used for purposes not within the
scope of this agreement shall be returned to the Treasury of the United States
for deposit in the trust fund.

6. All estimates and reports of expenditures and other reports will be prepared
in accordance with appropriate budgetary and accounting methods, and admin-
istrative practice as recommended by the Secretary and agreed to by the State
ageney. The State agency will furnish or make available such supplemental
accounts, records, or other information as are required to substantiate any
estimate, expenditure, or report, as requested by the Secretary or as may be
necessary for auditing purposes or to verify that expenditures were made only
for purposes authorized by this agreement.

7. The State agency will comply with such standards as the Secr_etary may
promulgate with respect to the responsibility of, and the glecountabihty by, the
State agency for property purchased by it with funds certified by the Secretary
to it under this agreement.

H. CONFIDENTIAL NATURE AND LIMITATIONS ON USE OF DISABILITY DETERMINATION
INFORMATION AND RECORDS

In accordance with standards promulgated by the Secretary, the St?te agency
will adopt policies and procedures to insure that informat_lon con?alne_d in }ts
records and obtained from others in connection with carrying out its disability
determination functions under this agreement will be used solely for the purpose
.

6 Tnsert bere the name of appropriate State official as under footnote 5.
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of making determinations of disability. Such information shall be glisclosed
only as provided in section 1106 of the Social Security Act and regulations pro-
mulgated thereunder by the Secretary.

I. MODIFICATION OF AGREEMENT

This agreement may be modified at any time by mutual consent of the parties
to the agreement.
J. TERMINATION BY STATE AGENCY

This agreement may be terminated by the State agency on .. ____
advance notice in writing to the Secretary, or without such advance notice if it
certifies to the Secretary and, if requested by the Secretary, such certification
is accompanied by an opinion of the attorney general of the State, that it is no
longer legally able to comply substantially with any provision of this agreement.

K. TERMINATION BY THE SECRETARY

The Secretary may terminate this agreement on _______________.___ advance
notice in writing to the State agency. He may terminate it without such notice
if he finds that he is no longer legally able to comply substantially with any
provision of this agreement and so notifies the State agency in writing, or after
affording an opportunity for hearing to the State agency, he finds that the State
agency is no longer legally able or has failed to comply substantially with any
provision of this agreement. If, under this part or part J, this agreement is
terminated, any funds paid to the State agency under part G of this agreement
which have not been expended or encumbered in accordance with the terms of
this agreement prior to the date as of which the agreement was terminated and
any property purchased with funds paid to the State agency under part G of
this agreement, shall be accounted for with due regard to the equities of the
parties to such funds and property.

L. EFFECTIVE DATE

This agreement shall be effectiveasof ____________________________ ______.

This agreement is entered intothe __dayof ______________________ ,19 __, by
[ U , Commissioner of Social Security, acting herein

by virtue of authority vested in him by ___ , Secretary
of Health, Education, and Welfare and the State of __________________ , acting

herein throuwgh __________ __________ ..
(Name of State agency)

By (Signed)______________________ __________

(Title)
Secretary of Health, Education, and Welfare.

By (Signed)._ — _

Commissioner of Social Security.

The CHARMAN. In your judgment those same standards will be
used if this legislation 1s enacted ?

Senator BENNETT. On page 6 of the House report in the second
paragraph is this statement :

Basically the present framework for carrying out the disability freeze pro-
visions established by the 1954 amendments would be used for the payment of
monthly disability benefits—

So that is the House position.

_Mr. MyEers. There is one significant difference between the defini-
tion of disability as currently used and this one. In the definition as
used for the disability freeze, individuals who are blind are automati-
cally presumed to be disabled regardless of whether they are really
fully engaged in employment. But for the payment of monthly bene-
fits that provision is not included. The blind must, like anybody else,
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not be able to engage in any substantial gainful activity. Other than
that, I think the two definitions tend to be about the same.

The Cramman. You will furnish that information as far as you
can.

Mr. Myers. Yes, Mr. Chairman.

Senator Krrr. Before you go further let us go back to the middle
of that first paragraph. ~As I understand it, in order to be eligible,
all of these qualifications would have to be met rather than any one
of them.

Mr. Myers. That is correct, Senator.

Senator BennerT. To which qualifications are you referring, the
period of coverage?

Senator Kerr. One and a half years of coverage in the last 3
years, 5 years of coverage in the last 10 years. Coverage for half
time since 1950 or alternatively for 10 years.

Senator BENNETT. Must all of those be met?

Mr. Myers. All three of those must be met.

Senator Kerr. There is an alternative but it is within the third one
an_dtone of the alternatives of the third plus both of the first two must
exist.

Mr. Myers. That is correct. As of the present time, and for the
next few years, anybody who meets the second requirement will auto-
matically meet the third one because the 5 years of coverage required
will also represent coverage for half of the time after 1950.

Senator Bennerr. That is a variation of the general pattern of
social security which gives the man an opportunity to be covered after
one and a half years of coverage have been paid in.

Mr. MyEers. That is correct.

Senator Bexnerr. In order to qualify for this a man must have
been covered over a period of at least 10 years.

Mr. MyEers. At least 5 years out of the last 10.

Senator Kerr. If he had been covered during the last 5 years prior
to the enactment of this, that would make him covered in 5 out of the
last 10. That would cover the first one and the third one doesn’t
go into effect on a graduated basis until after the 10-year period.

Senator Ben~err. Then to be specific a man must have been cov-
ered at least 5 years out of the last 10 that is the minimum and
maybe full coverage for the last 5 years or half coverage for the last
10 but this one and a half coverage for the last 3 must fall within the
second provision.

Mr. Myers. That is correct.

Senator Kerr. And would only be valid if it were a part of the
second.

Senator BENNETT. Yes. o o
Mr. Myers. In other words, considering a man who is disabled

at a certain point in time, if in the previous 10 years he had worked
just the first 5 years, although he met the first condition, he would
not meet the second one. If he was covered the last 5 years out of
those 10, then he would meet both of them. ]

Senator Bennerr. I wanted to get that straight. I had assumed
they were mutually inclusive but they are not. They are mutually
exclusive. )

Mr. Myers. No benefits would be payable to dependents of the dis-
abled worker, so that the amount of benefit would range from a
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minimum of $30 a month to a maximum of $108.50 a month, and would
probably average about $70 to $80 per month. The bill provides that
benefits are to be reduced by any other Federal disability benefit and
by any workmen’s compensation benefit payable.

It should be especially noted that these monthly disability benefits
are payable only at and after age 50.

Under present law, the disability freeze provision adopted in the
1954 amendments preserves the benefit rights and benefit amounts of
individuals who are permanently and totally disabled regardless of
their age.

Senator Kerr. A man then could possibly meet these eligibility re-
quirements without having actually met them physically by reason of
the fact that this time, he at this time is covered under the disability,
under the disability freeze provision of the 1954 act.

Mr. Myzrs. That is correct, Senator.

Senator Kerr. In other words, there could be certain assumptions
under the provision of that act of which would meet the requirements
that are here on page 9 by reason of the application of the law in lieu
of experience as specified.

Mr. Mvyers. That is correct. For example, a man who worked con-
tinuously from 1937 through 1941, in other words for 5 full years, and
was then disabled can now come under the disability freeze.

Senator Kerr. Under the present law he is under the disability
freeze?

Mr. Myzers. Yes.

Senator Kerr. That would mean that by reason of that law, that
would enable him to meet these requirements when otherwise without
the disability freeze law he could not.?

Mr. Myers. That is right. Because his status was frozen as of
1941, if this individual now is age 50 or over, under the bill he would
immediately start getting monthly benefits.

Senator WirLiams. In order that we might have the benefit of any
experience that has been gained through an operation of the disability
clause, could you tell us

Senator Kerr. The disability freeze, Senator.

Senator WiLLiams. The disability section. How many of our ex-
isting retirement systems of the United States Government carry
disability benefits ?

Mr. Myers. I believe that all of the systems that I know of have
disability benefits such as the civil service retirement system does.

Senator Wrrrianms. I mean comparable to this which is proposed
under this law,

Mr. Myers. There are none that are exactly comparable because
each system has different types of provisions. In the railroad retire-
ment system benefits are payable regardless of age after the individual
has 10 years of service.

Senator WiLrianms. T was referring more specifically to those re-
tirement systems that are operated for Government employees.

Mr. Mxers. Under civil service retirement the benefits are payable
after 5 years of service and regardless of age.

Senator WiLrrams. Military is pretty much the same way.

Mr. Myers. Under the military retirement program, benefits are
pavable regardless of length of service as long as the injury or dis-
ability was in line of duty.
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Senator WriLiams. Mr. Chairman, I am wondering whether it
might be worthwhile to have the committee supplied with a list of all
the retirement systems of the Government along with questions
answered as to their benefits and their contributions that are made on
these various systems and their experience percentagewise as to num-
ber of retired employees that are drawing disability benefits?

The Craxrman. Also the health and disability provision.

Senator Wirrrans. Yes, that 1s what I mean.

The CrarMaN. That would be very valuable information.

Senator WiLrLiams. So we can see what percentage of the annuitants
of these various systems are classified as disabled. So we can have
some picture.

The QCHAIRMAN. Can you farnish that through the social security
or not ?

Mr. MyEers. Yes, I will furnish such information for the systems
for Federal employees.

Senator Wirriays. Yes, no matter what agency or division they
are. A list of all of them and with that the number of employees that
are covered under each system, the rate of contributions that are made
to the system both by the Government and the employees. 1 think
we might just as well have the benefits that are payable under it, both
disability and others. Then we can compare it.

The Crairyan. Ages for retirement.

Mr. Myers. That data can readily be obtained from the studies of
the Kaplan committee about a year ago and can be summarized from
those reports. ] ]

(The following memorandum on this subject was subsequently sup-
plied for the record by Mr. Myers:)

DISABILITY PROVISIONS OF RETIREMENT SYSTEMS FOR FEDERAL CIVILIAN EMPLOYEES

FEERUARY 15, 1956.

This memorandum will analyze the provisions for disability monthly benefits
in the various retirement systems established by the Federal Government for
its civilian employees. Not only will the provisions of these plans be discussed,
but also their actual experience will be given (except fox" several of t}le plans that
have extremely small coverage and thus have no significant experlel}cg)..

Altogether there are 9 different retirement systems for Federal civilian em-
ployees. In making this classification, the civil service retirement system is
defined as including not only general employees, but also Members of Congregs,
legislative employees, and investigated employees, all of whom have certain
special provisions applicable. Also, the Fedgr:.xl judiciary are con_md_er_ed to have
only one plan, although certain special provisions apply for the judiciary of the
territories, District of Columbia judiciary, and JUleary of the Tax Court. Each
plan will be discussed separately as to qualiﬁcatlons:, benefit amoun_ts, and con-
tributions, and then there will be a general analysis of the experience of the

larger systems.
CIVIL SERVICE RETIREMENT SYSTEM

finition of disability is inability to work in a regular position, as (_ieter-
mi'fl];g (ti); the Civil Service s('ZOmmission. The benefits are payable immediately
without any waiting period, except, of course, tpey cannot be paid wh11‘e .S'lck
leave is being used. There is a minimum requirement of 5 years of civilian
service. The resulting benefits are proportional !:o_ length of service an(_l, accord-
ingly, are relatively small for those with the minimum _quahfymg perlod. The
benefit formula is 1% percent of the average s_alagy durmg the 5 highest conse-
cutive years (or 1 percent thereof, plus $25—if higher) times years 0{:‘ service.
These disability benefits cannot be paid if bepeﬁts under the employees _compen-
sation system (for work-connected disabilities) are being received. No provi-
sion is made for vocational rehabilifation, Upon recovery, the annuity is con-
tinued for a maxXimum of 1 year, until the employee can find an appropriate
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position. Annual examinations are required unless disability is permanent in
character. The contribution rate of the system is 6 percent but this is, of
course, not solely for the disability coverage. Members of Congress, legislative
employees, and certain investigative employees are also covered by this system
and have the same disability protection, the only difference being that the bene-
fit formulas are higher than for general employees (i. e., a larger percentage of
pay is given for each year of service).

FOREIGN SERVICE

The definition of disability is total disability for useful and efficient service, as
proven by medical examination. Benefits are payable immediately without a
waiting period but, of course, are not available when sick leave is being paid.
The minimum service requirement is 5 years. The benefit amount is 2 percent of
average salary during the last 5 years preceding disability multiplied by number
of years of service. For those with between 5 and 20 years of service, there is a
minimum-benefit provision, such that these individuals are assumed to have
20 years of service. Under a maximum provision, no more tnan 30 years of
service can be counted. If the individual is eligible for benefits under the
employees’ compensation system, he may elect either benefit. There are no pro-
visions or requirements for vocational rehabilitation. Annual examinations are
required, unless the disability is permanent, but there are no direct restrictions
on any earnings that the individual might have. Upon recovery, benefits cease
immediately. The contribution rate under this system is 5 percent, but this, of
course, does not relate solely to disability benefits.

TENNESSEE VALLEY AUTHORITY

Disability is defined as the individual being incapacitated for further perform-
ance of duty, with such incapacity likely to be permanent. The disability must
be proven by medical examination, with an annual examination during the first
5 years and then examination every 3 years. Disability benefits are payable
without any waiting period, except, of course, they cannot overlap with sick
leave. The service requirement is 5 years. The disability benefit is 1.35 percent
of average pay during the highest 5 consecutive years of service multiplied by the
number of years of service. For those with 5 to 18 years of service, there is a
special minimum provision, so that the benefit will always be at least 25 percent
of average pay (unless this is more than the individual could have obtained by
remaining in service until age 60). If the individual is also eligible for employees’
compensation benefits, the result of a work-connected disability, he may only
receive benefits under one system, whichever he elects. There are limitations on
earnings that the disability beneficiary may have—his earnings when added to
his benefit cannot exceed his salary at time of retirement (if this should occur
the benefit is reduced accordingly). The employee contribution rate varies w1th’
sex and age at entry ranging from 4.3 to 8.9 percent (for individuals entering
in their twenties, the rate is roughly 5 percent).

DISTRICT OF COLUMBIA TEACHERS

The definition of disability is inability to perform duty as proven by medical
examination under the direction of the health officer of the District of Columbia.
Disability benefits begin immediately except that they can, of course, not be
payable while the individual is receiving sick leave. The service reqliirement
is 10 years. The amount of benefit is the same as under the civil service retire-
ment system (1% percent of average salary over the highest 5 consecutive
years—or if greater, 1 percent of such salary plus $25—multiplied by years
of service), but there is a minimum provision such that those with 10 to 20
years of service will always be credited with 20 years of service (although not
more in any case than would have been obtained if employment had continued
to age 62). Also there is a provision that the salary to be used in the com-
putation will not be less than $4,330 a year. Individuals eligible for benefits for
work-connected disability under the employees’ compensation system may elect
to receive benefits under only one of these systems. There aré no requirements
or provisions for vocational rehabilitation. Annual physical examinations are
required, except for disability of a permanent nature. If an individual recovers
from the disability, the annuity continues to be payable until he is reappointed
(or refuses to accept such appointment). The contribution rate under this
system is 6 percent, but this, of course, applies to all types of benefits and not
merely to disability benefits.
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DISTRICT OF COLUMBIA POLICEMEN AND FIREMEN

The definition of disability is that the individual must be perm is-
abled and incgpacitated for performance of duty. No benerf)iets ;11?: nlt)gyafbllse
.(under the retirement system) for disability in the line of duty, since benefits
in respect thereto are payable under a different system. The minimum qualify-
ing requirements are age 55 and 25 years of service. The amount of benefit is
ﬁ.xed by the_ Commissioners but cannot exceed 50 percent of salary received at
tlme_ of retirement. The employee contribution rate is 5 percent, but this is
applicable not only to disability but to all other benefits under the system.

BOARD OF GOVERNORS, FEDERAL RESERVE SYSTEM

The deﬁnition_ of disability is total disability for useful and efficient service
in _the regular job, as proven by medical examination. There is no waiting
period _fqr benefits but these, of course, cannot overlap with salary or sick leave,
The minimum service requirement is 5 years. The amount of the benefit is
determined in the same way as under the civil service retirement system. When
an individual is disabled as a result of his employment, he may choose either
this benefit or workmen’s compensation benefits. Annual examination is re-
quired unless disability is permanent. There is no limitation on the earnings
that the individual can have, although, of course, he is still subject to medical
examination as to continuance of disability. The contribution rate is 6 percent,
although this is applicable for all types of benefits under the system and not
merely for disability benefits.

CIVILIAN TEACHERS AT THE NAVAL ACADEMY

Disability is defined as being totally disabled for useful and efficient service.
There is no waiting period for benefits except, of course, benefits cannot overlap
with sick leave. The benefit amount is 1.43 percent of average pay during
the highest 5 consecutive years of service multiplied by the number of years
of service (not in excess of 35 years of service). A minimum benefit provision
of $1,200 a year applies to members who were in the system before 1936. If
the individual is eligible for benefits under the employees’ compensation system,
bhe may have his choice of benefits under only one of these two systems. There
are no requirements for vocational rehabilitation. There is an annual exam-
ination to determine continuance of disability, unless it is permanent in char-
acter. If the individual recovers, the annuity is continued unless he is offered
reemployment by the Government or is reemployed elsewhere. Otherwise,
there is no restriction on earnings during the receipt of disability benefits, other
than the individual being subject to medical examination as to continuance
of disability. The employee contribution rate is 5 percent, but this, of course,
applies for all types of benefits under the system but not just for disability
benefits.

FEDERAL JUDICIARY AND OTHER JUDGES

The Federal judiciary has a non-contributory system. Special provisions
apply to the judiciary of the Territories, to District of Columbia judiciary, and
judiciary of the Tax Court; for all these special categories, there is no special
disability provision other than the normal age and service requirement pro-
visions. The following discussion will thus relate solely to the Federal judiciary.
The definition of disability is permanent disability for performing regular
duties, as certified by the beneficiary and by the judge who is his superior.
The benefit is payable immediately without a waiting period, although it cannot,
of course, overlap with salary. There is no service requirement. Tl}e amount
of benefit is 50 percent of the prevailing salary of the office if the individual
has less than 10 years of service and is full salary if he has 10 or more years
of service. There is no offset by other benefits nor are there any requirements
for vocational rehabilitation or periodic examination No employee contributions

are payable.
CANAL ZONE—LOCAL RATE EMPLOYEES

The definition of disability is unfitness for further useful service. The service
requirement is 10 years. The amount of the monthly benfit is $1 for each year
of service up to a maximum of $25. Information is not available as to provisions
dealing with continuance of disability. The system is noncontributory.
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EXPERIENCE OF MAJOR SYSTEMS

Table 1 presents data on the number of disability beneficiaries under the
four largest systems described previously. Actual data are shown for past
years and estimated data for future years (where available). It should be
understood that the number of disability beneficiaries shown includes those
who have passed the minimum normal retirement age. A proper analysis of
disability costs should, of course, consider the latter group as age retirements,
gince they do not represent additional cost to the program over what would
have been payable if there were no disability benefits.

Table 2 considers data on disability benefit costs as a percentage of payroll
for the different systems. Once again, the benefit-cost figures include the cost
for continuing benefits upon retirement age. The cost estimates shown for
the provisions for H. R. 7225 which add disability benefits to the old-age and
survivors insurance system include only the cost of such benefits up to the mini-
mum eligible age for old-age benefits. The cost of disability benefits under the
civil service retirement system have been somewhat lexs than 1 percent of
payroll in past years but are expected to rise in the future to about 2 percent.
The level or decreasing trend in the past is the result of the fact that the number
of Federal employees and the corresponding payrolls rose more rapidly than
the number of disability annuitants. If, however, in the future, Federal em-
ployment is level, the number of disability annuitants will continue to grow,
and correspondingly the cost of disability benefits. Similarly, in the Foreign
Service system, the cost in the past has been about 0.5 percent of payroll
but is expected to rise to about 11% percent as the system matures. The relatively
low cost of disability benefits under the Tennessee Valley Authority plan is
due to the newness of this program; level-premium cost figures indicate that
the disability cost will ultimately be about 1% percent of payroll. The cost
of disability benefits under the District of Columbia teachers plan has risen
steadily from about 1 percent of payroll 20 years ago to about 3 percent cur-
rently (and is anticipated to rise to about 4 percent eventually).

TasLg 1.—Data on number of disability beneficiaries under selected Federal
employee retirement systems

NUMEBER OF DISABILITY BENEFICIARIES

< i lecar : Tennessee | Distri
As of June 30— Civil-service Forelen \%Ihe_v C(l:lgllltl:%?af

retirement Service Authority teachers

15, 000 10 1 105
23, 000 14 12 120
43,000 18 21 194
52, 000 22 31 295
M 33 m 276
Q] 48 (1 369
O] 50 ) 373

DISABILITY BENEFICIARIES AS PERCENT OF COVERED EMPLOYEES
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38 7 21 37
37 7 21 37
O} 7 1) 37
0] 7 gx) 3
0] 7 0] 32

t Not available.

No1r.—Persons who become disability beneficiaries are consid in thi
the prescribed normal retirement age. ered In this category even after they reach

Source: Pt. 4, S. Doc. No. 89, 83d Cong,
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TABLE 2.—Disability benefit costs as percent of payroll under selected Federal
employee retirement systems

Civil servi : Tennessee District of
Fiscal year retirelenenge 1;353'153 Valley Columbia
Authority teachers

0.90 0.7 | oo 0. 96

.93 P17 N 1.32

32 .61 0.03 1.43

68 .62 04 2.29

76 .47 .04 2.83

1.15 .91 1) 3.21

2.01 1.46 (0] 4.34

2.09 1.65 O] 4.44

1 Not available.

NoTE.—Persons who become disability beneficlaries are considered in this categor; en af h
the prescribed normal retirement age. gory even after they reach

Source: Pt. 4, 8. Doc. 89, 83d Cong.

Mr. Myers. Thus, for example, under present law an individual
disabled at age 55 has his rights protected so that when he reaches
age 65, he will receive the same benefit as if he had continued
working and paying taxes at the same average wage as he had had up
to age 55. The bill, however, would make this same benefit payable
immediately, at age 55. On the other hand, an individual disabled at,
say, age 356 would receive no additional benefits under the bill than
he would under present law unless he attains age 50, at which time,
if he were still disabled, monthly benefits would begin, rather than
the individual having to wait until age 65 as under present law.

In the first full year of operation, the estimated additional benefits
payable under the disability provisions just described would be about
$200 million in respect to 250,000 individuals. In 25 years’ time,
almost 1 million disability beneficiaries would receive payments of
roughly $900 million a year. The level-premium cost of the program
would be increased about 0.39 percent of payroll according to the
intermediate-cost estimate based on high employment assumptions.

Senator Kerr. Of 1954 ¢

Mr. Myers. Yes, sir.

Senator Kerr. On the 1954 basis?

Mr. MyERrs. Yes, sir. )

The preceding figures are based on the premise that the retirement
age for women would be reduced to 62. Under such circumstances,
a disabled woman worker between ages 62 and 65 would be classified
as a regular retirant rather than a disability beneficiary. If the re-
tirement age were maintained at 65 for women, then the cost of the
disability benefits would be somewhat higher. The level-premium
cost would then be 0.42 percent of payroll, rather than 0.39 percent.
Similarly, it might be mentioned that 1f disability benefits were paya-
ble without regard to age, the cost would be about 50 percent higher,
or a level-premim cost of about 0.63 percent of payroll. )

The Crammax. The 1 percent additional payroll tax would bring
in what revenue?

Mr. MyEegrs. It would bring in about $1.6 billion a year.

The CralrRMAN. For the first year you have an additional cost of
$400 million by reducing the age limit for women and for the first
year $200 million for the disability, that is $600 million.

73192—56—pt. 1——75
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Mr. MyErs. Yes, sir.

The Cuameman. Could you furnish the committee a statement segre-
gating this particular bill on the basis of these costs for the future
and show how much, to what extent these two items will increase over
a 10-year period ?

Mr. Myzegrs. Yes, sir. I can furnish that statement. I have them
available here if you would like.

The Cuarman. The income is $1.6 billion and the outgo was $600
million. That is just for 1 year as I understand it, the first year,
which this is in operation.

Mr. MyEers. Yes.

The Cuairman. Then project that further as to the increases that
will exist over a 10- or 15- or 20-year period. I see you have an item
here for 25 years.

Mr. MyErs. Yes.

The Cuamman. It will be $900 million for this disability in 25
years. What I want to do is get a clear idea of what this specific
Increase in the payroll tax, how long that will take care of these
additions we are making, this addition under the act in these two
particulars.

Mr. Myers. I can supply those figures.

The CrarmMaN. While I am on that subject, I would like this fur-
ther information. The trust fund today as 1 understand it is 21
billion. I would like that projected on the basis of the existing law,
not this bill, but existing law, with the rates that are increased under
the existing law say for a period of 25 years and then another table
prepared on the basis of the pending bill as to what the effect would
be on the trust fund, what will be the balance of the trust fund at
the end of fiscal year for a period of 25 years, have I made it clear?

Mr. Myzgrs. Yes, sir. Would you like that for each year or for
every fifth year?

The CuatrmMaN. I would like if possible say for the next 10 years
to get it on a yearly basis. First under the existing law, to what
extent the present trust funds would be increased or diminished under
existing law and then take this pending bill and make another
estimate on that.

Mr. Myers. Yes.

The Cramman. Allowing for the increases that are made in the
rates. 1—210W far are these rates prompted—until what date, the increase
in rates?

Mr. Myers. The contributions are increased by 1 percent all along
the line from now on out but until 1975 the ultimate rate——

The Cratrman. The present law is projected to 1975.

. 1\1/[;7.51\1YERS. The last increase in the rates in the present law comes
in .

The CratrMan. Take that period then and give us the information
as to how the trust fund is affected.

Mr. MyErs. Yes, sir.

Senator WiLLiams. In connection with that question in making
your projection for 20 years you had to break it down by years?

Mr. MyErs. Yes.

Senator WirLiams. So you would be able to furnish this informa-
tion broken down for each year?
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Mr. Myers. Yes; we have the figures for each calendar year
separate.

Senator WiLLiams. You already have them?

Mr. Myxrs. That will be no trouble at all.

(The following memorandum on this subject was subsequently
submitted by Mr. Myers:)

ProJecTIiON OF CosTs oF H. R. 7225 AND oF PRESENT ProgrAM

FEBrRUARY 15, 1956.

Information has been requested as to data on the old-age and survivors in-
surance system for the next 25 years (with figures for the next 10 years shown
by individual years) on the additional cost for reduction in the minimum eligi-
bility age for women from 65 to 62 (for all types of benefits) and for monthly
disability benefits begining at age 50, according to the provisions of H. R. 7225.
In addition, similar information has been requested for the progress of the
old-age and survivors insurance trust fund under existing law and under the bill.

Table 1 shows the estimated increases in cost due to reducing the minimum
eligibility age for women and due to the monthly disability benefits—both in
terms of dollars and in percentages of payroll. These figures are based on the
intermediate-cost estimate, using high-employment, level-wage assumptions.
The reduction in the minimum eligibility age for women involves increased cost
of about $400 million for the first year of operation and steadily increased
amounts in each subsequent year, with the increase 25 years hence being $1.3
billion per year. The corresponding increases as percentages of payroll are
approximately 0.25 percent in the initial years and 0.6 percent in 25 years. The
added cost of the disability benefits is about $200 million in the first year of
operation, almost $300 million in the next year of operation, rising steadily to
over $500 million 5 years hence, and about $850 million 25 years hence. Ex-
pressed in percentages of payroll, the disability costs rise from 0.1 percent in
the early years to 0.4 percent ultimately. It should be recognized that these
are intermediate-cost figures and, accordingly, if the experience were unfavorable,
especially as regards disability, the cost would be materially higher.

Table 2 shows the estimated progress of the trust fund under present law.
These figures are based on the intermediate-cost estimate, using high-employ-
ment, level-wage assumptions. The trust fund grows steadily during the 25-
year period considered, rising from the present level of about $22 billion to $70
billion 25 years hence. In most of the years in this period, contribution income
exceeds benefit outgo, although, in the years just before the contribntion rate
is scheduled to increase (namely, 1959, 1964, 1969, and 1974) contribution income
tends to be slightly lower than benefit payments. This deficiency, however, is
more than offset by the interest earnings on the trust fund, so that at no time
is it shown to decrease according to this estimate. As will be appreciated, under
the low-cost estimate, the trust fund is estimated to build up much more rapidly,
while under the high-cost estimate the reverse will be the case.

If an increasing wage assumpion is used instead of a level-wage assumption,
the trust fund would, of course, build up much more rapidly than shown in
table 2. This would be due to the fact that contribution income would rise more
rapidly than benefit outgo—in part because most of those on the benefit roll
would have their payments based on past earnings and so quld be unaffected
by any future rise in earnings, and in part because of the weighted nature of
the benefit formula (such that those with lower earnings receive relatiyely
higher benefits than those with higher earnings, and accordingly as the earnings
level rises, the relative cost of the program is lower). The progress of' the trust
fund for the next 5 years, under the assumption of continuation of high levels
of economic activity acompanied by a rising of earning levels §hown in table '3.
A rising earnings level of about 20 percent in the 5-year perlod! as shown in
this estimate, would seem to involve the necessity of a reexamination of the
benefit level and adequacy of the program.

Table 4 gives the estimated progress of the trust fund under the system as
it would be modified by H. R. 7225—including both the benefit changes and the
increases in the tax schedule. These figures are consistent with those of table 2
since they are on an intermediate-cost basis using high-employment, level-wage
assumptions. The trust fund builds up quite steadily from the present level
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of about $22 billion to a figure of $84 billion 25 years hence. Contribution in-
come exceeds benefit payments in all years under consideration, although the
difference is never more than 20 percent and, in most cases, is close to 10 percent.

TaBLE 1.—Estimated increase in cost of H. R. 7225 over present law, by type of
change, intermediate-cost estimate, high-employment, level-wage assumptions

Amount (in millions) In percent of payroll 2
Calendar year Reducing re- | Monthly dis- | Reducing re- | Monthly dis-
tirement age ability tirement age ability
for women | benefits after | for women | benefits after
to age 62 age 50 to age 62 age 50
$389 $200 0.23 0.11
455 278 .26 .16
519 355 .30 .20
584 433 .33 .25
650 511 .36 .29
683 533 .38 .30
716 555 .40 .31
750 577 41 31
783 599 42 32
816 621 44 33
1, 006 742 50 .37
1,185 814 .56 .38
1,292 859 .59 .39

1 Not shown here are the relatively small increases in cost for continuation of child’s benefits beyond age 18
when disabled (about $5,000,000 to $6,000,000 a year, after the first few years of operation) or the additional
benefit payments arising under present provisions in respect to the extended coverage under the bill.

2 Taking into account lower contribution rate for self-employed as compared with employer-employee rate.

Nore.—Data includes effect of railroad coverage under financial interchange provisions.

TABLE 2.—Estimated progress of trust fund under present law, intermediate-cost
estimate, high-employment, level-wage assumptions, 2.4 percent interest

[In millions of dollars]
Contribu- | Benefit pay- | Administra- | Interest on | Fund at end
Calendar year tions ments tive expenses fund of year
$6, 826 $5, 855 $131 $534 $23,24
6,883 , 276 132 563 24, 262
6, 941 6, 699 133 584 24,954
6, 998 , 120 134 596 25, 294
8,482 7,540 135 616 26, 716
8,926 7,982 142 651 28,168
9,031 8,427 145 682 29, 308
9,137 8,871 149 704 30,130
9,243 9,316 152 720 30,624
10, 861 9, 760 156 746 32,314
13, 598 11, 926 176 931 40,473
16,474 13,940 194 1,224 3
17,498 16, 045 211 1,624 69, 936

Note.—Data includes effect of railroad coverage under financial interchange provisions.

TAI;L 3._—Estimqted progress of trust fund under present law, assuming con-
tinuation of high levels of economic activity accompanied by a rising level of
earnings

[In millions of dollars)
Contribu- | Benefit pay- | Administra- | Interest on | Fund at end
Calendar year tions ments tive expenses fund of year

§$6, 547 $5, 694 $128 $530 $22, 918
6,833 6,349 137 576 23, 841
7,068 6, 877 137 595 24, 490
7,284 7,408 127 608 24, 847
9,019 7,942 130 632 26, 426

NoTe.—Except for interest, estimates exclude effect of railroad coverage under financial interchange
provisions.
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TABLE 4:—Estimated progress of trust fund under H. R. 7225, intermediate-cost
estimate, high employment, level-wage assumptions, 2.} percent interest

[In millions of dollars]

Contribu- | Benefit pay- | Administra- | Interest on | Fund at e
Calendar year tions ments tive expenses fund of year nd

$8,198 $6, 446 $135 $544 24, 011

8, 630 7,028 140 594 $26. 067

8,702 7,594 146 637 27, 667

8,774 8,159 161 670 28, 800
10, 278 8,725 166 708 30, 906
10, 744 9, 226 160 758 33,022
10, 871 9,725 164 804 34,808
10, 998 10, 226 168 843 38, 255
11,126 10, 726 172 873 37,356
12,770 11,226 176 912 39, 636
15, 643 13,713 197 1,160 50, 376
18, 639 15, 981 217 1, 502 65, 338
19,744 18, 247 235 1,948 83, 709

NotE.—Data includes effect of railroad coverage under financial interchange provisions.
¢ a;tll_):t:e figures include effect of the increase in all years of 1 percent in the combined employer-employee

. The CHaRMAN. Sorry to interrupt you. You may proceed.

Mr. MyEers. One point should be made especially clear in regard to
the cost estimate for disability benefits. Actuarial studies and experi-
ence on such factors as death rates and retirement rates show relatively
little variation existing in such rates.

_On the other hand, disability rates under various experiences differ
significantly, at least in part because of such factors as differences in
definitions, provisions, and so forth. There are no completely perti-
nent and valid data to give a precise estimate of the cost of disability
benefits under the old-age and survivors insurance program.

The various available experiences, however, do give a basis for
making cost estimates, although within a relatively wide range. Thus,
for example, the intermediate cost estimate based on high employment
assumptions for the level premium cost of the disability benefits pro-
vided in H. R. 7225, is as indicated before, 0.39 percent of payroll.
According to the low-cost estimate this figure could be as little as
0.26 percent of paroll or, conversely according to the high cost esti-
mate, could be as high as 0.54 percent of payroll. . )

The previous figures are based both on the assumption that admin-
istration of the disability benefits would be strict and tight and on
the assumption that there would be high employment conditions. If
either of these assumptions did not materialize, the costs would be
considerably higher. This has been the experience both in foreign
systems and in private pension and insurance plans in this country.

Senator Wirriams. Can you give the committee an estimate of the
percentage of beneficiaries who would be drawing benefits under the
disability clause as compared to the overall percentage that would be
drawing benefits ? ) ) _

Mr. Myzrs. Yes; I can give you the information on that very
readily, that is the disability beneficiaries as compared with the old-
age retired workers. )

Senator WiLLiams. Yes; your estimate on that. I figure when you
supply us with this other information in connection with the other
funds which are operating we can compare your estimate with the
actual results in those systems.
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Mr. MyEers. Yes. .
(The following memorandum was subsequently supplied for the
record by Mr. Myers:)

COMPARISON OF ESTIMATED DISABILITY BENEFICIARIES AND OLD-AGE BENEFICIARIES
Unper H. R. 7225 1IN FUTURE YEARS
FEBRUARY 16, 1956.

Information has been requested comparing the estimated number of disability
beneficiaries (men aged 50-64 and women aged 50-61) under the provisions of
H. R. 7225 as a percentage of the number of retired workers (women aged 62
and over, and men aged 65 and over) under the old-age and survivors insurance
system as it would be modified by H. R. 7225, for various future years.

The attached table gives these data for the low-cost estimate, the high-cost
estimate, and the intermediate-cost estimate for 1960 and certain subsequent
years. For the intermediate-cost estimate, this ratio starts off at 11 percent and
decreases slowly to an ultimate level of about 7 percent. This decrease occurs
because the disability roll tends to reach a stable condition much more rapidly
than the number of retired workers (since the latter depends upon the aged
population of the country, which will increase for many years to come).

Under the low-cost estimate, the disability beneficiaries will be about 7 per-
cent of the number of retired workers during the early years of operation and
slightly less later. On the other hand, under the high-cost estimate, the ratio
is about 14 percent in 1960 and decreases thereafter to an ultimate level of
about 8 percent.

Disability beneficiaries* as percentage of old-age beneficiaries® under old-age
and survivors insurance system us modified by H. R. 7225 as estimated for
various future years

Low-cost High-cost |Intermediate-
estimate estimate cost estimate
Calendar year: Percent Percent Percent

1960 feme e ccemmmemiesmesesce—m—m——e————— 7 13 10
1970 7 12 10
1980 S, 6 10 8
1000 et mer e —m—————— 5 8 ]
2000. [P, 5 9 7
2020 - 5 6 6

1 Men aged 50-64 and women aged 50-61.
2 Old-age beneficiaries are retired insured workers (men aged 65 and over, and women aged 62 and over) .

Senator BenNerT. The effect of your testimony is that the experi-
ence in foreign countries and private pension plans indicates that
administration has neither been strict nor tight and it tends to be-
come more liberal and the costs tend to become higher.

Mr. Myers. I am not saying that exactly. I am saying that has
happened. I did not mean to imply that that always happens.

Senator BENNETT. Your testimony is if either of these assumptions
did not materialize it would be a higher, considerably higher cost.
This has been the experience both in foreign countries and in pri-
vate pension insurance plans,

Senator Kegr. I think he means there that the experience in forei
systems and private pension insurance plans has been that if the ad-
ministration is not tight, the cost goes higher.

Mr. Myers. That is what I meant.

Senator BENNETT. Can you give the committee any idea about the
average experience abroad ? Has it been toward liberalization ?

Mr. MyEers. I couldn’t very well generalize on that. I know certain
examples where very considerably liberalizations were made. For in-
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stance the notable example I think is Germany during the 1920’s, be-
cause, perhaps, of the presence of many people who were disabled
during the war and so forth. The administration, at least accordin
to the available statistics, seemed to become laxer and laxer, an
the beneficiary roll built up rapidly.

Senator WiLLiams. In supplying the information which we have
already asked from these other retirement funds, could you go back
and give us the same percentage ratios of those systems 5 years ago
and 10 years ago and we can see how the trend is in our own country ?
1f we can get that trend we can get that experience.

Senator BENNETT. I think that is quite significant.

Mr. MxErs. I will do that.

A fourth change would be the continuation beyond age 18 of monthly
benefits to children who were on the benefit roll before age 18 and who
became totally and permanently disabled before age 18. Under pres-
ent law, when a child beneficiary reaches age 18, he is automatically
removed from the roll whether or not, in fact, he is still dependent on
the retired worker, or, in the case of a surviving orphan, dependent on
the widowed mother or some other adult.

Such dependency could occur for a number of reasons, such as per-
manent and total disability, continuation of his education, or inability
to find employment.

The bill would continue this child’s benefits in the case where the
child continued to be dependent because of disability. No such bene-
fits would be provided by the bill in the case of death of an insured
worker not receiving retirement benefits who was supporting a dis-
abled son or daughter aged 18 or over, even though the disability had
lasted continuously from before age 18.

The child’s disability benefits provided under the bill would con-
tinue for the duration of the individual’s disability, possibly many
years beyond age 18. The benefit would cease, of course, upon recovery
from disability or upon marriage. In all cases where disability bene-
fits are payable to children aged 18 or over, the mother would also be
eligible for benefits although this might not be a case of additional
benefits being payable over present law since she might receive benefits
in respect to younger children in her care. ) )

Rehabilitation provisions would also be applicable to this category
of disabled persons. _ ' ) )

From a cost standpoint, this continuation of child’s benefits is a
relatively minor change. Latest estimates indicate that the eventual
increase in the benefit roll would be about 10,000 children. The corre-
sponding benefit payments would total about five to six million dollars
a year. The numbers of beneficiaries and the benefit payments in the
early years would, of course, be much lower. The level-premium cost
of this change would be negligible when related to payroll. )

The net effect of the foregoing changes would be an increase 1n the
level-premium cost of the program amounting to 0.94 percent of pay-
roll, thus increasing the total cost of the program to 8.45 percent of

ayroll. .
P '}lr‘he bill would finance this increased cost by an immediate increase
in the combined employer-employee contribution rate of 1 percent.
Moreover, this 1-percent increase in the tax rate would be added into
the contribution schedule in existing law for each year in the future.
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Thus, under the bill, the combined employer-employee rate would be
5 percent through 1959, rising again by 1 percent in 1960 and every
fifth year thereafter until reaching an ultimate level of 9 percent in
1975.

Correspondingly, the bill would increase the tax rate for self-em-
ployed persons to 3.75 percent immediately, and again by three-quar-
ters of 1 percent in 1960, rising again by three-quarters of 1 percent
every fifth year thereafter until reaching an ultimate level of 6.75
percent in 1975. .

Under present law the maximum tax payable by an employee in
each year through 1959 is $84, with the same amount payable by his
employer; under the bill this would be increased by $21 each, to a total
of $105 each.

Correspondingly, for a self-employed individual the maximum tax
payment under present law is $126 a year from now through 1959;
under the bill his tax would be increased by $31.50 to a total of $157.50,

Based on the intermediate cost estimate, the increase in tax rates

rovided by the bill would slightly more than offset the cost of the
geneﬁt changes, and the actuarial status of the program would thus
be slightly improved.

It should be observed that even though the lack of actuarial balance
according to the intermediate cost estimate would be slightly re-
duced—from 0.22 percent of payroll to 0.16 percent—the system would
still not quite be in balance, or in other words would not be over-
financed. That is, the system would be still somewhat underfinanced.

In conclusion, I want to assure the committee that I will be very
happy to cooperate with you and your staff at any time in regard to
the actuarial cost aspects of the pending legislation or in regard to
any alternative that you might wish to consider.

The Crarman. I want to commend you on a very able factual state-
ment on a very difficult subject.

Mr. Myers. Thank you.

The CaaRMAN. Are there any questions?

We will adjourn to reconvene tomorrow morning at 10: 30 o’clock.

(Whereupon, at 12: 15 p. m., the hearing was adjourned to recon-
vene at 10:40 a. m., January 26, 1956.)
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THURSDAY, JANUARY 26, 1956

UNITED STATES SENATE,
CommITTEE ON FINANCE,
' Washington, D. C.

The committee met, pursuant to recess, at 10: 40 a. m., in room 312
Senate Office Building, Senator Harry Flood Byrd (chairman) pre-,
siding.
_ Present: Senators Byrd (chairman), George, Frear, Barkle