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NOMINATIONS OF JOHN M. LEDDY, ASSISTANT SECRE-
TARY OF THE TREASURY-DESIGNATE; STANLEY 8.
SURREY, ASSISTANT SECRETARY OF THE TREAS-
URY-DESIGNATE; ROBERT HUNTINGTON KNIGHT,
GENERAL COUNSEL FOR THE TREASURY-DESIG-
NATE; BOISFEUILLET JONES, SPECIAL ASSISTANT
ON HEALTH AND MEDICAL AFFAIRS TO THE SECRE-
TARY OF HEALTH, EDUCATION, AND WELFARE-
DESIGNATE; THOMAS J. D'ALESANDRO, JR., MEMBER,
RENEGOTIATION BOARD; AND WILBUR J. COHEN,
ASSISTANT SECRETARY OF HEALTH, EDUCATION,
AND WELFARE-DESIGNATE

WEDNESDAY, MARCH 22, 1061

U.S. SENATE,
CoyrrTeR ON FINANCE,
Washington, D.C.
The committee met, pursuant to notice, at 10:25 a.m., in room 2221,
New genate Office Building, Senator Harry Flood Byrd (chairman)
residing,
P Present: Senators Byrd, Kerr, Anderson, Douglas, Talmadge,
Hartke, Williams, Carlson, Bennett, Butler, and Curtis.
Also present: Elizabeth B. Springer, chief clerk.
- The CramMAN. The committes will come to order.
The first nomination before the committee is John M. Leddy of
Vi;ﬁfnia, to be Assistant Secretary of the Treasury. :
. Leddy, will you come to the table and take a seat?
Do you desire to make a statement, sir?

STATEMENT OF JOHN M. LEDDY, NOMINEE TO BE ASSISTANT
SECRETARY OF THE TREASURY

Mr. Leopy. Mr. Chairman, I have no prepared statement. I have
submitted to the committee, available for the members, a bio Khy.
I might just comment briefly on my background. Since 1941 I have
been a career civil servant in the Department of State working in
international economiq affairs. Before that, for 8 years, I was in the
Pan American Union in the Division of Financial and Economic
Information.
- For the past 4 years I have been a special assistant to Secretary
Dillon when he was in the State Department, and in that capacity
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2 NOMINATIONS

have tended to specialize on international financial and development
roblems, and have worked closely with the Department of the

easury.

I should add that I am familiar with the conflict-of-interest laws.
I own no stock or other interests in enterprises, and there is no
question of a problem in that regard.

The CriatrMaN, The chairman has received a letter from you with
resp%t to your biography and holdings which we will insert in the
record.

(Thé biographical sketch and the letter referred to follow:)

‘ " DEPARTMENT OF STATE,
. Washington, D.C., January 23, 19G1.
Hon, Haery F. Byep, .

U.8. Benate, v

Dear S8eNATOR BYrn: In accordance with your request, I am attaching two
copies of a biographlcal statement for the information of the Committee on
Finance in its consideration of my qualifications for tha post of Assistant Secre-
tary of the Treasury for International Affairs. I will have additional copies with
me at the time of the hearing. ‘

I should adad that I do not own any stocks, securities, or other interest in any
private or Government enterprise, except, of course, savings and checking ac-
counts, The sole family holdings of this kind consist of 10 shares of Amerlcan
Telephone & Telegraph stock owned by my minor son. .If the committee desires
a formal certification to this effect, I shall be glad to supply it.

It was a pleasure to meet you the other day and I appreciate having had
the opportunity to do so.

Sincerely,
JorN M. Leopy.
JorN M. LEDDY—BIOGRAPHY

Born : Chieago, I, June 29, 1914.

Education ;: Publie schools, Chicago and Miaml Beach. Georgetown University,
B.8. in Foreign Service, 1041; awarded Delta Bigma Pi Gold Scholarship Key
for highest scholastlc standing in graduating class; research and writing at
William X. Clayton Center for International Economic Studies, Fletchef
School of Law and Diplomacy, Medford, Mass., 1954-55.

Government career: Home Owner's Loan Corporation, underclerk, 1834-87;
Pan Amerlcan Union, assistant and acting chief of division of economic informa-
tion, 1937-41; Department of State, 19041-00 in following capacities: Division
assistant, Trade Agreements, 1941-45; adviser on Commerclal Policy, 194547 ;
Associate Chief, Division of U.N. Economic and Soclal Affairs, 1948-49; Deputy
Director, Office of International Trade Policy, 1949-51; Director, Office of
Economic Defense and Trade Policy, 1951-63; Acting Deputy Assistant Becre-
tary for Economic Affairs, 1053; Special Assistant to Assistant SBecretary for
¥conomic Affaird, 1955-57; to Deputy Under Becretary for Economic Affairs,
1957-58; to Under Becretary for Economic Affairs, 1958-59 ; to Under Secretary,
1959-60.

Participation in international negotiations, confergnces, and agreements: Bi-
lateral trade agreements, Peru, Cuba, Mexico, 1041-42; United States-United
Kingdom postwar economic planning and settlement of lénd-lease, 1943-46; es-
tablishment of General Agreement on Tariffs and Trade and proposal for Inter-
national Terade Organization, 1048-48; conclusion of basic agreements with
Waestern European countries for execution of European recovery program, 1948;
London discussions on most-favored-nation treatmeut for Japan, 1848; vice
chalrman and acting head of U.S. delegations to various meetings of contracting
parties of GATT, 1048-55; negotiation of Agreement for Organization for Trade
OCooperation, 105;-56; Buenos Alres Economic Conference, 1057; NATO meet-
ing of heads of state, 1857; various meetings of U.N. KEconomic and Soclal
Council, 1947-59; Colombo Plan, Seattle, 1959 ; establishment of Committee on
Commercial Problems, Development Assistance Group ( D?G) and the Otr niza-
tion for Economie Cooperation and Development (OECDY, 1960; Act o! otf
providing for a social development program for Latin America, 1960; meetings
of World Bank and International Monetary Fund, 1057-60; economic assistance
and financial stabilization programs for Poland, France, Turkey, Spain, and

’



NOMINATIONS 3

Yugoslavia, 1057-80; United States-Philippine exchange rate dlscussions, 1939,
Religion: Episcopalian. .
Special recognition; State Department nominee for Arthur 8. Fiemming

Award (Young Man of Year), 1948, ‘
Married Louise ‘Crawford of Nashville, Tenn., 1836; one child, Thomas, 18,
Home: McLean, Va. .

The Cuamsran. Are there any questions?

Senator AnpersoN. What have you been doing with Mr. Dillon?

Mr. Leopy. Pardon, sir? A ‘

Senator AnpersoN. What have you been doing for him ¢

Mr. Leooy. I have been special assistant in the Department of
Statg working with him on international financial problems such as
the Organization for Economic Cooperation and Development, the
International Development Association, the Inter-American Bank,
the Act of Bogoté, and related questions.

Senator ANpErsoN. Is that what you are going to do for him when
you go to the Treasury ¢ Taees .

Mr. Leopy. Noj; in the Treasury Department I would be Assistant
Secretary for International Affairs, which does involve the same prob-
lems, in a broader field so far as finance is concerned and perhaps less
broad in fields such as trade. '

Senator AnpersoN. What is your experience and what has your
experience been in trade?

r. Leopy. Sinee I came into the State Department I haye worked
on international trade agreements for a number of years, and was once
Director of the Office of International Trade there. '

Since working for Secretary Dillon, however, I have tended to con-
centrate more on the international developmental and financial prob-
lems, rather than trade policy. ’

Senator AnpersoN. Have you had some relationship with GATT?

Mr. Leopy. Yes, sir; I participated—

Senator ANpersoN. What was that{

Mr. Leooy. I participated in the establishment of the Gehera
Agreement on Tariffs and Trade in 1947 in Geneva.

enator ANpgersoN. Do you still support it?

Mr. Leopy. Yes, sir; I do.

Senator ANperson. Con does not, doesit?

S 5ﬁ;. Leopy. Well, GATT has never been submitted to the Congress,
enator.

Itisatrade agreement——

Senator ANDERsON. It there any reason why ¢

Mr. Leopy. Yes, sir; because it was a trade agreement entered into
utider the authority of the Reciprocal Trade ments Act. In
other words, it was an exercise of the President’s power, a8 provided
for in the law. That is why it was not submitted to Con

‘GATT, as you know, contains many dotailed tariff concessions on
particular items, and Congress has felt that that sort of detailed tariff

?.egotmtxons, go far, at any rate, should be handled through the Exécu-

ive. - o

Senator AnpersoN. You do not think tariffs are part of the con-
gressional function ? , ‘

Mr. Levpy, Yes, I do. . B '

Senator AnpersoN. Why wouldn’t GATT bb sent there?
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. Mr. Leopy. Well, because the Congress itself decided this was the
best means of handling it through the Reciprocal Trade Agreements
Act. But obviously éongress has the basic power, and continues to
have the basic power, over the tariff. This 18 part of the Constitu-
tion, as I see it, very clearly. L.

Senator ANpersoN. In order to make GATT effective, it would
hav? to have some sort of further submission to Congress, would it
not

Mr. Leopy. No,sir; I do not believe so. o

Senator AnpersoN. Wouldn’t we have to join some special inter- -
national organization for it to become effective ¥

Mr, Leopy. No, sir.
~ Senator AnpersoN. We do notf

Mr. Leopy. No, sir,

The Cnairaman, Any further questions?

Senator WiLLiaxs. I would like to ask one. )

In your capacity as assistant to Secretary Dillon when he was in
the State Department, did you have anything to do with negotiating
these tax conventions such as—— i

Mr. Leopy. No,sir; no, I did not.

Senator WiLLiams. Will you in your present capacity have any-
thing to do with that?

Mr. Leopy. I would say, Senator, that I would have a purelf' ad-
visory capacity in the tax field. That is an ares which will fall
largely within the competence of Mr. Surrey, as the proposed as-
sistant secretary in the field of tax policy.

These are the conventions for avoidance of double taxation and
general tax policy affecting our international relations.

Senator WiLriAms. I was not thinking so much of that particular
type of a convention as I was the suggestion that we may geot treaties
entered into or tax conventions entered into which would allow as a
tax credit taxes which were assessed but which were waived in for-
eign countries. |

n other words, we have established the precedent of allowing as a
foreign tax credit, taxes which are actually not paid. It was similar
to the so-called Pakistan agreement. Are you familiar with that?

Mr, Leopy. Yes, sir; I am. I think you are referring to the so-
called tax sparing provision which was first included, I believe, in
Ero osed conventions either in the field of double taxation or in the

eld of our friendship, commerce and navigation treaties, I am not
sure which.

Now, that question of tax sparing is a matter which would fall
within Mr, Surrey’s jurisdiction, but I might just add we are looking
at this very carefully as a part of the overall problem of taxation
affecting our international relations and affecting our balance of pay-
ments,

. To my knowledge, we have not reached a definite conclusion on it
at the moment. ,

Senator WiLLiams, What is your personal conclusion on that type
of forgiveness of tax ? :

. Mr. Leooy. I have favored the principle of tax sparing if, in fact,
it would assist in helping the movement of private funds to under-

developed countries.
!
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‘1 have recently heard, however, arguments that this not a valid
consideration, because in mnnfy cases the tax sparing provision mllﬁhc
well, instead of furthering the flow of private-capital to underde-
veloped couritries, it mi hg in some respect deter it. .

It, as I say, has been the situation that I have heard this argument

recently, and I can only venture a preliminary opinion.-. .
" I do feel that, in general, it is desirable to assist or encourage pri-
vate capital in underdeveloped countries—I am not now spenkmF of
the movement of private capital to Western Eug’olpe or Japan, where
there certainly is no further need for any special help there, but in
the underdeveloped countries, I think private capital 18 quite impor-
tant and can help in limiting the extent to which the United States
today has to provide foreign assistance in the form of Government
money. |

Sm\)t'wor Wirrianms. Then do I understand that you think Mr. Sur-
roy could better nnswer the question ns to what recommendation it
is going to be in connection with that proposal | )

fr. Leooy. I cannot speak for Mr. Surrey as to whether he is able
to answer it today. I sunply say he has more knowledge about the
subject than I, and will be more directly in charge of it than I.

he CiiatryaN. Any further questions? .

Senator TaLmance. Mr. Chairman, I would like to ask a question,
if noone has any more. )

Mr. Leddy, I just want to pursue for a moment the line of question-
ing that Senator Anderson asked you. Do you believe the executive
branch of the Government can, by executive agreement, make an
agreement, which has the force and effect of a treatyf

Mr. Leooy. No, sir; I do not. My comment to Senator Anderson
on that was with respect to international trade ments,

Those could be entered into by the President which affect our do-
mestic laws only with the explicit concurrence, approval, or extension
of authority by the Congress, because it is the Congress which makes

ible the reciprocal trade agreements program, and in the absence
of that legislation, in my mind, the President would be powerless to
act under the Constitution. ' '

Senator Taryapce. You think then the only agreements that could
be made would be under the Reciprocal Trade Agrements Act and
not anything in addition to that, without ratification by the Congress#

‘Mr. Leopy. I think that is correct, insofar as any change in the
basic tariff and trade laws. ‘

But I could not myself testify as to what is the exact line of au-

thority of the Executive in all matters affecting international trade
in the absence of a statute.
- The reason I say that i8 I do know that in times past, I think ex-
tending over a period of many years, there have been simple exegu-
tive agreements, for example, providing most-favored-nation
treatment which, I believe, were entered into independently of an
explicit grant of authority from the Congress, but were fully consist-
ent with the practice and laws of the country.

This is8 why I wish to qualify that, andy I must say to you that I
do not speak as a lawyer or as a constitutional experg I speak sim-
ply from my experience in dealing with these matters over the years.
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Senator Taumapce. You would not favor undertaking to bypass

Congress—
lm: No, sir, -

Senator TaLmapag. (¢ontinuing). Onmatters such as tariffs, by en-
tering into executive agreements that would bypass the Congress?

Mr. Leooy. No, sir; not at all. . '

Senator Tarmapge. You would favor submitting every trade -
ment of every kind and character to the Congress for approval, ex-
GABP:I those specifically limited by the Reciprocal Trade Agreements

c

Mr. Lepny, Yes, sir; insofar as they affected any congressional
power, this would have to be done and should be done, in my opinion,
Senator Taratanae. No further questions.
The CHAIRMAN, Arethereany further questions?
No response.) .
he CuamrmaN, Thank you very much, Mr, Leddy.
Mr. Leopy. Thank you, Mr. Chairman.
- 'The Cuarrman. The next witness is Mr. Stanley Surrey of Massa-
chusetts to be an Assistant Secretary of the Treasu:g.
I submit for the record a letter from Senator Benjamin A. Smith
IT of Massachusetts relating to his nomination:

U.8. SENATE,
COMMITTEE ON LABOR AND PUBLIC WELFARE,
March 21, 1961,

Hon. HARrY F. Byrp, . :
Ohkairman, Senate Commitice on Financo,
Ncw Senate Office Building,
Washington, D.OC. .
- DEAR MR. CHAIRMAN: It i8 a privilege for me to endorse the nomination of
Prof. Stauley 8. Surrey, of Massachusetts, to he Assistant Becretary of the
Treasury. The administration is fortunate to be able to secure the servipes of
Professor Surrey, as he is one of the outstanding authorities on taxation in the
United States. v '

" Professor Surrey began his service with the U.8. Government in 1033. He has
had long experience in the Treasury Department, including service in the posi-
tion of tax legislative counsel from 1042 to 1947, - T

Professor Burrey has taught taxation for many years. - He is the coauthor of
what is probably the best law school casebook of taxation in the United States.
As chief reporter of the income tax project of the American Law Institute he
has been in continuous contact with the legisiative and administrative problems
in this figld. Professor Surrey brings to this position cutstanding qualities of
mind angd temperament, as well as the broadest experience we could ask of an
appointee in this vital fleld. ‘ o

I would appreciate it if this letter could be made a part of the record of the
hearing on Professor Surrey’s nomination. ’ : ‘

. Sincerely yours, L e -

BeENJAMIN A. Surry, 11

The CriarrMaN. Mr. Surrey, will you take a seat, sir, and make your
statement, f o

'
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STATEMENT OF STANLEY §. SURREY, NOMINEE T0 BR AB&ISTART
SEORETARY OF THE TREASURY

Mr. Surrey. Mr. Chairman, I do not have 8 prepared statoment.
I have submitted to the committes & hiography which, I understand,
is available to the members of the committee.

I have also discussed with you the disposition of the stocks and other
securities that I hold.

(The blographxcal sketch of Mr, Surrey follows:)

BACKOROUND oF STANLEY 8. SupreY

Born: October 8, 1010: New York City; spent childhood in Denver. Colo,

Famjly: Married to Dorothy Mooklar, Richmond, Va.; son, Scott, sge 15.

Education: City College of New York, B.S., 1929 (musna cum laude, Phi Beta
Kappa) ; Columbia Law 8choul, LL.B., 1032 (Kent scholar, manugins editor,
Columbia Law Review).

Carcer sumnmary : 1032-38, research asslstant to Prof. Roswell Magill, Oolum-
bia Law 8chool; -1933, attorney. Proskauer, Rose & Paskus, New York City;
1033-35, nttorney. Natlonal Recovery Adm[nistmtlow 1035-37, attorney, Na-
tional Labor Relations Board; 1937-47, U.8. Treasury Department, serving
financially as tax legislative counsel. 1012—47. except for war service ; 1947-50, pro-
fessor of law, University of California School of Jurlsprudence (Berkeley.
Calif,) ; 1930 to present, professor of law, presently Jereminh 8Smith, Jr,, profes-
sor of law. Harvard Law School, and director of Harvard Law School inter-
na(tilo:lnl program in taxation; private practice as consulmut to various law firms
and clients,

Professional actlvities: Member of council, American Bar Assoclation section
of taxation, 1958-60; chief reporter, American Law Institute, 1850 to present;
member, Advisory Committee to National Committee on Government Finance,
Brookings Institution; general counsel, King subcommitioe of House Ways and
Means Committee,’ 1951-52 member, American tax mission to Japan, 1049 and
1050 ; member, Venezuela ﬂscal survey mission, 1838, 1939; head, Argentina ad-
visory tax jnission, 1060; consultant to pecretary of treaeury. Puerbo Rico, 1054 ;
consultant to Ford Foundatlon at varioys thes, 1848 to present ; member of t.be
New York, Massachusetts, and U.8. SBupreme Court bars; membership in varjous
professional organizgtions,

Writings: Coedjtor of -“Casebooks in Federal Income Taxation,” “Federal
Estate and Gift Taxation and Leglslatlon", author of . rticles 1n varlous
j°%vmw d: Lieutensnt (juni a) USNR, 1 ‘

ar recor ey inlll anior € e

Clubs: Harvard Club, New York gél Vineyard Haven ‘Yacht' Club

- The Cuamax. Have you filed a statement on tlmt? v
Mr. Sursey. Pardon, sirt
The CuamMmaN. Have you ﬁled a statement. as to any secumtles
you ma hold §
.Surrey.: Yes. I have given you 8 letter mdxcatmg the dxs-
posmon I will make. of those. -
The Cr AN Did you give a; bnef smtemenb—-or would you
give a brief statement to the committee—— ,
Mr. Surrey, With regpect to that matter?
The CramMAN (continuin Yg) With respect to any secumtxes you
hold, any conflict of interest
Mr. Surrey. I hold securities only in hsted eompames " have
these in a custodian account with a bank in Cambridge, Mass, -
If confirmed, I will advise the custodian not to inform.me in any
way as to any purcllases or sales with respect to that account; the
custodian is to act only on instructions from an investient counsehng
firm and not to act on any instructions from me and not to give me any
information whatsoever as to the dlsposxtlon of any of these securmes.

R DR I
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“The result will- bé that I will not know what securities are in this
account. I think that is not necessary under the conflict-of-interest
law, but I think it is an advisable step for me to take.

The CrnarmaN, What i8 the amount of your investment in this?
tog'{r' ?b‘umun'. What is the amount of the securities with the cus-

ian

The Cramman, Yes.

Mr. Surrey. It comes to about $150,000,

The Cramratan. What is the name of the company?

Mr. Surrey. These are listed securities, publicly held companies.

Senator BENNerT. The chairman wants the name of the custodian,

Mr, Surrey. Cambridge Trust Co., Cambridge, Mass.

The CuammaN. And they make the investments without knowledge
on your part?

Mr. Surrey. That is correct, sir.

The Cuamman. Mr. Surrey, you are appointed, as I understand
it, as an Assistant Secretary in charge of tax policies; is that correct?

Mr, Surney. That is correct, sir.

The CuamaaN, To what extent will you make these policies so far
as the Treasury is concerned

Mr. Sunrey. Insofar as the Treasury Department is concerned, I
will be one of the people to whom the Secretary will look for advice
on tax policies. I will have day-to-day jurisdiction with respect to tax
matters, but with respect to major policy, the Secretary, as 18 his fash-
ion, looks to the Under Secretary and other officials of the Treasury
Department for advice as to the final position that the Treasury De-
partment takes. Of course, the final position in the Treasury Depart-
ment will be that of the Secretary,

The Cuamaman. Would it be fair to say that you would be the chief
advisor to the Secretary with respect to tax policies?

Mr. Surrey. I think I will have, as I say, chief responsibility for
this area in that he will look to me for the day-to-day preparation in
the field ; yes, sir.

The Cramyax. Then he will look to you for recommendations?

Mr. Surrey. Look to me for initial recommendations with respect
to these matters.

The CaarrmaN, You were the head of a task force appointed by
President Kennedy, were you not

Mr. Surrey. Yes,sir. ‘

The CHaRMAN. Who were the other members of that task force!

Mr. Surrey. The members were Mr, Caplin, who is now Commis-
sioner of Internal Revenue; Mr. DeWind, of New York; Professor
Musgrave, of Johns Hopkins University; and Mr. Norman Ture.
The latter two are economists, and the first two are lawyers,

The CuamyMaN. When was that report made to the President?

Mr. Sorrey. I think I mailed it to his office on December 31, 1960.

The CraikaaN. December 31¢

Mr. Surrey. 1960.

The CuairyMaN. Did the President ever say to you why he has not
made it public?

Mr. Surrey. No, sir.

The Cuaryan. Why do you think he has not made it public?

Mr. Surrey. Well, it is a hittle difficult for me to speculate. It is a—
it was a confidential report to the Président; as I understand it, the
assignment to me was of that nature.

!
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If I had to speculate on the matter, I would think that the Presi-
dent wanted to discuss these matters with other officials of the Gov-
ernment and with the Congress in a field as important as taxation.

I think that he probably felt that it would be, perhaps, inappropri-
ate to release a tax report without consultation and without reflection
on the policies advanced.

The Cuamyan. Most of the other task force reports—there have
been quite a number—were they not made publicf

My, Sunney. I think most of them are. I do not think all of them
were, although I am not informed asto that.

The Cuamman. The President has never indicated to you why he.
did not make your report public?

Mvr, Surrey, No,sir;he hasnot, o

The Criamryan, And you have no idea when it will, if it ever will,
be made public? .

Mr. Surrey, No, I think that, in a sense, other events are coming
along which materially lessen any importance with respect to this
res)ort.. In other words, the President is sending a message in the tax
field to the Congress around the first of April, and that it seems to
me will be a far more important document than the contents of this
report.

he Cramraan. I assume that you consider this to be a personal
report to the President, and it would not be subject to consideration
by this committee?

Mvr. Surrey. Our task force was asked to report to him on a confi-
dential basis, and the report was submitted in that light.

The Cuairyan. Do you think it is a confidential report to the Presi-
dent then? If the committes desired to see the report in order to
determine what they regard as your (E;aliﬁcatxons or this very im-
portant position, would you feel at liberty to give the report to the
committee? -

Mr. Surrey. I do not think—I would not feel at liberty to give it
since I was asked to submit it to the President-elect. :

The CuairmaN. You mean the President would have to give his
consent? Could you %ivr it to the committee if the committee desired
to see your report, withe .

Mr. Surrey, Ithink. .. would,asIsay, put me in a somewhat dif-
ficult and embarrassing position in the sense that I was asked to sub-
mit a confidential report to the President.

The Cuamrsan. Then you regard the report as confidential, and I
assume it could not be made public by you—-

Mr. Suriggy. Yes, . L
1 'l‘h?e CuammaN (continuing). Without the approval of the Presi-

ent : t ‘

Youdonot know why he has not made it public? L

Mr, Surrey. Well, I think, as I say, if I had to speculate, Mr.
Chairman, it is simply that he wanted to discuss these matters with
other officials, There may be some implication that it is a bad report;
I do not think so. S

The CruairMaN. I thought most of those reports are made public.
I may be mistaken, Anywnﬁ'; as long as we cannot have that report,
I h(tlwe some questions to ask as to certain statements that you imve
made.

——
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Now you have contributed to the Harvard Law Review throughout
th%iveam, liave K’ou not!
r. SURREY. Yes, sir. ‘ ‘ ,_

The Crarmaxn. On page 1164 of the Harvard Law Review, volume
70, 1957, you say this: ' 4
_ The question “Who speaks for tax equity and tax fairness?"’ {g answered today
largely In terms of only the Treasury Departinent. It that Department falla to
respond, then tax falrness has no champion before the Congress,

Do you think that is an accurate statement ? ”

. Mr, Surrey, Well, I was referring, of course, not to the Congress
itself, and not to the committees of the Congress, and I do not want
that implication—1I do not think that implication should be put in that
statement. , ) Co L :

What I had in mind, I think, in writing that at the time, was that,
generally speaking, the hearings before committees consist of witnesses
who dre advancing matters which they think are desirable and, of
course, which they think are proper, in matters of tax policy and
which, it adopted by the Congress, would be favorable oyerall.

" The aspect of an objective @p{)rllml of these matters, I think, falls
upon the Treasuty Department; I have always assumed that is the
vesponsibility. of the Treasury Department, = S

The CriamRMaR. IXP»W you goon tosay that: | o ,

A Treasury Department that contents itself with explajniug the issues and
then solemnly declaring the matter to be one for the policy determination of the
Congresy abdicatés {ts responsibility, - I

I thought that Congress, under the Constitution, had the respon-
sibility, the sole responsibility, for the enactment of tax legislation.
Mr. Surney. There is no question about that, ~

“The CamemaN, Whut do you mean by— - L
explaining the issues and then solemnly declaring the matter to be one for the
policy determination of the Congress abdicdtes its responsibility, - - ‘

Mr. Surgey. I do not think there is any question, sir, that it is
the responsibility of the Congress to enact tax legislation, What I
had in mind wag—— o . ‘ o

The Cuairman. It is the sole regﬁonsxblhty of Congress, is it not ¢

~ M‘i'. Bunnry, The sole reaponsibility; yes, sir. But what I had in
mm s - ! ! . ) v Lo

The Cuamuan. The Treasury can recommend lbo Congress, but the
Con has the sole responsibility to enact the legislation. ~ *

. Surrey. What I had in mind, sir, wag that I thought it was
incumbent upon the Treasmx, in .mdmg the Congress in yeaching its
decision, the Treasury could indicate its point of view of what' is
desirable or undesirable policy, recqgm:zmglthat the sole responsibility
for decision in enacting the legislation is with the Co %reaa vl

‘TThe Cuamman. You would ndt approve of any’ for¢e of undue
influence on the gnrtldf the Treasiiry Department of of the adminis-
tration ¢o compe) Congtess to enact legislation, in the way of taxes,
would you! . L
. Mr.Boresy. No,gir, ¢+ 00 ot it
.+ The OmARMAN. I do not exactly uriderstand what you intended to

NETRR RN

!

-
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You say this, which you might explain :

He [the Congressman) will invariably lnterpret [
the matter is one for his own poucy declslon us a V!cto tor the ampot tho
special provision,

;}’hat dé you %ean !;y

r. Surrey, Well, I'think whnt I meant by that was tlus, and I may
be completely wrong in the analysis of the situation, because obviously
that was based upon prior expemence in representing the Treasury, ahd
the officials in the administrative branch are not privy to the decisions
of the committee itself, .

But my general i 1mpressmn at that time was that the committees did
desire to hear the view of the Treasury with respect to policies on
these matters, and if the Treasury had no policy formulation one way
or angther, it seemed to me—I may be wrong on that—that was under-

tood by the committees to mdxcate that thoro was no b&sio obJeouon
by the 'i:reas

y Depa
Now,lfIam ig in that, ai mth‘b ndorsboodthomv
actions of the edmmittes, then it is sunpl asunderstnndmg w to
the reacnou ftheounumtbee.! NI
I had the'impression that wgﬁcﬁmstatemwt of thibkind was madei b
the Tregéury po,rt ant it'was then junderstood by, the carmitté

astol 1catotheu a8 np
CHAIRM
'reoaT sunysta
) 48 rysm .

the ongress Y
MNr, S ni??rn.o I digtnoy
: hat- I meqnt. wasthat I,
gislation {8 suggepte
ell it had n&\
partment 1o its enactm
whif the matter ;Miormall one i gpeci
matter, then in the géneral nature, of things, e not always, if
there-is noobjection by the: Department, 4 think that would
indicate thab{here was nothing. plutloularly wrong with the provision
and, thersfore;>the inclination, I would: supptse, by and large—and
gns %?‘nly‘a generalizs on-—-m that the-provision: mllba approved,
m l-go‘ ! 'f T R
yThe Cuumtau f[t. indlcatas. howwer,» them thub you do not. haw
a very high opinion of the Co .

" Mp-Surrey. Sir, that is, I . an unphcatxon whmh is wrong#—-I
am sorry that you reach it from tho,t writing, because let me just say d
word on that, I ‘have taught for a number of years a coursé on legis-
lation .in the law. achool;.; The overall effort of that course is to make
thoul:&w er AWAYD ofl th; mortan:e 1;1 his pmfessl%xlx&l, life o{ relagiomn:
Wi and o significance. in country o
Co: mssn%me United Stag:gas a democratic institution vznd it is
my feeling. that.if lawyers wire more 4ware of how this institution
operates and knew how b coopsrate with it.and work with it. and
understood its results, the legal profession would be far better off. - .

FL A S N I .vu’
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The whole thrust of this course is the importance, capability, and
sigFiﬁcatlca of the Congress of the United States.
" The Cnairyman, Then you go on tosay that:

Perhaps the most significant aspect of the conslderation of special tax pro-
visions by the Congress {8 that it usually takes place without any awareness of
these events by the general public. Almost entirely, these matters lie outside
of the public's gaze, outside the voter's knowledge. The special provisions which
:ro l%t:‘t:cwd lie protected in the mysterious complex statutory jargon of the

ax .

That would indicate, it seems to me, that you do not have faith in
the two committees of éongre&q, especinlly the Ways and Means Com-
mittee and the Finance Committee, in acting in regard to these mat-
ters, and with the full knowledge of the facts,

: l]&fl;1 Sourrey. If I recall, I think there is a passage in that article
which—— .

Senator BeNNerr, Mr. Chairman, I have a copy of the article, If
Mr. Surrey would like to refresh his memory I think he might have
the article before him, Would you like it?

- Mr, Surnry. Well, yes, sir, :

This was written some time ago, and I am not sure—
 The Cuamrman. The inference there seems clear to me that you
think that some of these things are sneaked through without the
knowledge of the Members of Congress or anyone else,

Senator Kerr., Or maybe with their cooperation.

‘Mr, Sorrey, No. I think, ago.in, that is the wrong inference, and
it just indicates the difficulties of expression in this area, :

t1ismy—— '
' The‘CgumuAN. Before you answer, here is another statement you
made. Perhaps you can answer both together:

Hence the Congressman favoring these speclal provisions has for the most
part no accounting to make to the voters for his action. He is thereby much
freer to lend a helping hand here and there to a group which has won his sym-
pathy or which is pressing him for results. A ,

That is on page 1157 of your statement, ’ L :

Mr, Surrey. The point, I think, I wanted to indicate was this:
It is, and I am sure it is said in the article, and if I had time I would
fiud it, it is amazing to me, given the very difficult pressures that are
brought to bear on the committees of Congress in this field, how well
our tax law stands up in relation to the laws of other countries;

“In other words, I think I am aware of this, but you gentlemen ar
far more aware than I am, of the great pressures that are brought
to bear on the committee, not in a sense of undue pressure, but simply
in the vast amount of proposed legislation, The numbet of tax bills
far exceeds, as I understand it, any other type of legislation.

This i8 an enormous mass of material which has to be gone through
by the top committees of Congress. - ' :

- "What I had in mind is that inevitably every particular provision
cannot be scanned with'care, and I would suppose generally speaking,
if there is no particular disagreement between the Treasury and the
proponent of legislation, then by and large, that legislation is looked
upon satisfactorily. '+ - - : SRR :
- The Cunamman. Do you think the Treasury Department is more
competent to deal fairly and justly in- these tax matters than the
Congress? o T :

Mr. Surrey. No, sir.
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The Cuamman. Well, you indicate that in what you have said.

Mr. Surrey. No. In my own experience, looking back, I have
seen n number of situations where, due to inadequate analysis of the
matter by the Treasury Departmment, I think mistakes were made in
legiglation, Those mistakes were, as I say, the fault of the Treasury
Department and not the fault of the committees of the Congress.
But the committees tend to rely on the Treasury Department, and I
indicated it was very diflicult to appraise the significance of the pro-
posals that are presented to the committee.

The Cramman. Your stateinent carries the clear implication that
certain tax matters are snenked through without the knowledge of
the public, without the knowledge, apparently, by any in the Congress.

Have you got one single instance to justify that statement? -

Mr, Surrey. I don't think “sneaked through” would be the term,

The Cuairman. That is what you say, I will read it again. You
do not use the word “sneak” but you say :

Perhaps the most significant aspect of the conslderation of special tax provi-
slons by the Congress js that it usually takes place without any awareness of
these events by tho general public. Almost entirely, these matters lle outside
of the public's gaze, outside the voter's knowledge—

and so forth, =

Mvr, Surrey. This was a statement I was looking for, Senator, .

The Cramrman, Deal with this statement, the question that I have
asked you. If it will help you find it, it is on page 1175. = You have
evidently written a great deal nbout tax lnwg, and you probably say
one thing one time and another thing another time. But I ‘want
your answer with respect. to this statement. _

Mr. Surrey. No. I think I could give an illustration. I remem-
ber when I was in the Treasury Department, the question came up ns
to the appropriate treatment for lump-sum terminations in connection
with pension plans. : ,

At the time there was only a very short period of time to analyze
that proposition, It came up in connection with a pension plan that
only paid out amounts in lump sums to employees who were largely
nontaxable and, if taxable, in very low brackets. ,

In a very short space of time we attempted to analyze it, and we
iuformed the Congress that a proper solution to this would be to
give it capital gains treatment, L ‘ -

I think that was an inadequate decision on the part of the Treasury,
which was adopted by the Congress—— - L

The Cuamrman. Mr. Surrey, if you will pardon me, I would like to
conduct this interrogation in an orderly way. I am coming to these
other matters, - : -, Coo

I want you to answer the question I have asked you.

Senator ANpersoN, Mr. Chairman, could he finish that statement
in just a second:and tell us&;vould you heve been in favor of confiscat-
ing these pension plan funds? . ... . - v :

fr.Sureey, No, .. . ... .« :

' Senator AnpersoN. That is what you would have to do. There is
no alternative.. If you are not going to give it on & capital gains basis,
and a man retires and wants to draw 1t all, and it is all treated as
ordinary incpme, it will be confiscated or 80 percent of it might be,
and are you in favor of confiscation there « ,

67514—01——2
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h?ﬁ‘. Surrer. No, sir. That would be an inadequate solution. I
think——

Senator Anperson. Well, we call it capital gains. )

Mr. Surrey. What I was going to say, Senator, was, I think at that
time, if we had more time, 1f we had studied the magnitude of the
probiem, we would have suggested alternatives to the Congress, such
as averaging the payment over the person’s lifetime, perhaps,

Senator AnpersoN. Iapologize tothe chairman,

Mr. Surrey. By averaging it over his lifetime, which would have
removed the distinct impediment of the bunchingin 1 year. .

Now, in that situation, no one had an opportunity to reflect on it.
It was done very quickly and, as a result of that provision, a particular
phass of the law has developed. .

It was inadequately considered by the Treasury Department, with
no opportunity for comment., Whether that was a wise thing.or not,
I think is debatable tod%.

Senator ANDERSON. Was it
never have considered this?

Mvr. Surrey. In that particular instance—

Senator ANpersoN. Never mind that instance. It has been before
the committee, and I am sure I am not wrong on that, we have con-
sidered this round after round. It is not just by an ill-considered
and univise technical decision. It is by action of the Congress of the
Unitéd States, repeated action. | :

Mr. Surkey. Yes. At that particular time it was not given consid-
ration; the Trasury had proposed a solution and it was adopted with-
out objection.

Senator ANpersoN. But when people objected to it, it was re-
viewed by the Congress.

Mr. Surrey, That is correct. :

Senator ANpErsoN. And the Congress approved it. You believ
in majority rule, do you not ¢

Mr, SurRey. Cex‘l:mn‘l,gh '

Senator ANDERSON. at is wrong with it, then, with the majority
voting for it? Why can’t you accept a decision of the Congress?

Mr. Surrey, No. What I am trying to indicate, Senator, is that
after the treatment had been placed into the law initially, then you
have, I think, a different set of affairs. It would be somewhat dis-
turbing to ¢hange the practice.

What I was concerned about was the initial decision. I think
perhaps a number of persons would have thought, on reflection, that
an ayeruqing decision should have been considered at the time, At
the time, however, there was no time to analyze the matter.

Senator Anperson. I was going to say to you, and I apologize
to-the chairman for breaking in when I should not have donse it, but
I just want to say to you that I am one who reacted more violently
than you did to this idea. I thought-this was terrible because in
some Instances, some people got very advantageous treatment. But
if you do not dpply it that way, when you m‘own to the people
who need some money for a particulay use, use of my activity
in_another field, ¥ wiit not say for hospital expenses or doctor bills,
but if, by sbreé é¢hnrice; they néed some money and they have to withs
draw their pension funds in"cash; yqu virtually confiscate it, and I
know no way of getting around that. - o

your idea that the Congress should
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We considered alternative matters, The committee considered
various things you might do, and I just do not believe you should say
it was ill considered, use we spent a lot of time on it. We do
not have too much time, but nearly always we have a couple of com-
mittee meetings every morning. .

Mr. Surrey. I am not saying it was ill considered lnter on, Senator.
I think you misunderstood me. = . _

Senntor Kerr, I wonder if I might interrupt. His statemont was
that it wasill considered by the Treasury. . .

Senator ANpersoN. That was back in the Eisenhower administra-
tion? :

Mr. Sunrey. No. This was back in 1042, ‘ . o
_Senator AnpersoN. Then I am sure it wag not ill considered.
[Laughter.] L .

Mr, Surgey. Can I read the statement I had in mind, Mr. Chair-
man{ .

The development of a proper tax structure for an economy as large and as
-complex as ours is a task of the first magnitude. , -

Given the dimensions of the task and.the political .arena in which it must
be undertaken, the Congress has performed the essential work successfully,
It has shown remarkable collective wisdom in shaping our Federal tax struc-
ture, and its accomplishments in this fleld may be measured favorably against
the tax systems of other countries, e

.The Crairman. I still have not got an answer to my-question, I
want to read another statement you made, and I think it is p reflection
upon the Congress. Yousay: V .

Hence the Congressman favoring the special provisions has for the most
part no accounting to make to the voters for his action. He is thereby much

:freer to lend 4 helping hand here and there to a group which has won his sym-
pathy or which is pressing him for results. '

That is o reflection upon the Congress. It says we are not doing-

-our duty here, .

Then you go on and you seem to suggest that the executive branch
has greater power and influence, because on page 1182 you say :

It is suggested that the executive branch take affirmative action to attack the
problem through a strong program led by the President or the Secretary of
the Treasury designed to focus public considerdtion on special provisions and
their interpction with the mte structure. .

T assume you make that statement because you think the Congress
has not focused the attention on it. " . - g

The Treasury’s tax officials and techniclans should engaﬁo in intensive re-
:search on these matters and the results of their studies should be. made public,

Let me now say that T hope the results of your studies, as the head
-of this task force, will be made qu’lic,' and I hope you Will'urge the

President to make it public, and if you feel at any time you are at
liberty to accede to a request of the Senate Finance Committee to
muke it public, I would like you to let me know so that we can make
“that request. e T ST

Mr. Surrey. Iwillbegladtodoso, - .

The Cuamraan, Thenyougoontosay: = - -

In the Congress, conslderation should be givea to.changes in:the methods

- of obtaining information on tax problems— )
-et cetera,
Now we will pass on to some other matters.

1
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As I understand it, you favor the taxation of tax-exempt interest
on State and local bonds, and so forth ; is that correct ¢

Mr. Surkey, In testimony before Mr. Mills in the House Ways and
Means Committee, as a private citizen, I indicated that I thought
that would be a desirable step.

The Crameman, Is that your position now as Assistant Secretary
of the Treasury?

Mvr, Surrey. I do think, Mr, Chairman, that a person who changes
his role from a private citizen to that of & Government official, has
an obligation to consider all problems in a fresh context.

Senator Kerr. In what?

Mr, Surrey. In a fresh context.

. Senator WiLLiaMs. Does it mean that you should be a puppet and
not exerciss your own opinion ¢

Mr. Surrey. I beg pardon, sir? ‘

Senator WiLLrams, Does that mean he should be n puppet and not
exercise his own opinion .

"Mr. Surrry. No, sir; by no means, I think it does—

Senator WiLLIAMS. Let me rend what he said in connection with
tax-exempt interest, In connection with that you stated:

This exclusion is indefensible from the standpoint of income tax policy.

Do you still feel that way about it ?
Mr. Surrey. Could I just make a general statement and then an-
swer this particular question, because I think I would put it this

way:

Xs a professor and as a private citizen, one attempts to get all the
information he can with respect to a particular matter. He does
not work in a vacuum, and he does attempt to get the information he
can. But he is necessarily limited in what he can do.

As a public official, he has access to a great, much greater, mass of
information, both solicited and unsolicited.

This information can either confirm his views or it can alter his
views. He also bears responsibility, with a number of other officials,
to make recommendations. :

Now in this particular aren of tax-exempt securities, I would like
to explore as far as I could the effect of this upon municipalities and
~ their financing, and on the States to see Whet?ler initially my views
would be confirmed or would be changed as a result of the information.

At the moment, I certainly think that the subject of tax-exempt
securities is one of the matters that should be reexamined in any pro-
gram of tax reform. o
. The Cuamaan. Your line of thinking appears to be that should
this law be r,eggg}ed that you would grant some subsidies of some kind
to the States, because you say this: o |
- If this interest were-taxable today and the Federal Government desired to
grant assistance to the States and local government units with respect to their
borrowings it is inconceivable that a plan which meant giving a tax windfall
to the wealthy would be adopted, Yet tax history has produced such a plan,
and the wealthy are its undeserving third party beneficiaries. g

Is it your idea that, if this tax exemption were repealed, the Fed-
eral Government would give subsidies to the States, as indicated by

this statement? ,
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Mr, Suerey. ‘T would think consideration would have to be given
to that aspect in any consideration of the repeal of the exemption be-
cause of the fact that, I gather, statistics do indicate that here is some
lower margin of interest attained by States and municipalities. How
much is uncertain. _

There is some lower margin of interest, and it may be advisable,
as a matter of Federal-State relations, to consider leaving with the
States and municipalities that present advantage. -

The CrAmrMAN, Have you changed your mind on it or, a8 an indi-
vidual, do you still favor the re{)ea of the tax-exempt interest?

Mr. Surrey. As an individual I would favor that,

Tlle?CIIAmMAN. And that is your firm conscientious judgment, is
it not :

Mr. Sorrey. Based on the information I then had.

The CramryAN. Isn't it your duty then, if it is your conscientious
judgment as a tax expert, which I concede you are, that you should
make that recommendation to Secretary Dillon?

Mr. Surrey. No,sir; I donot think it is incumbent upon me to make
that recommendation to Secretary Dillon now.

I think I would say if the Secretary were to ask me about the matter,
that this is an area in which I think we should examine the conse-
quences of this change to see what the problems would be, to discuss
it with State and local governments.

The CHAIRMAN. In other words, you feel when you first formed
this conclusion that you did not consider the whole field of results
incident to repeal?

N ]:lIr. Surrey. I considered it to the extent of the information I then
n 1]

The CramMan. Don’t you have as much information as anyone
could get? You are an expert on tax policies, '

Mr. Surrey. Mr, Chairman, the amount of information I have
otten in the last month on tax matters far exceeds the amount of in-
ormation X got in 2 or 8 yearsas a professor. ‘

The CrarmMAN. I thou%gt you had been heralded all around the
country for a long time as being a great - tax expert, and you were put
lflb the head of the tax policy by the President, at the head of the task

orce. - ’

Now another question—

Senator BenNerr. Mr. Chairman, before you leave that, may I ask
a question ? '

he CAmRMAN. Senator Bennett.

Senator BENNETT. You have been a (Frivate citizen, but you also
have been a professor of taxation. Did you teach your classes that
the principle of tax exempt interest should be eliminated?

Mr. Surrey. I attempted, in teachin§ my classes, to discuss with
them the pros and cons of every particular subject so that they could
form an independent conclusion on the matter. '

If they desired to know what m(fr articular view wag on the mat-
ter, I gave them my view. But I did not want to give them my view
unless I had first given them the pros and cons of the matter, so they
could make up their minds for themselves, ' ,

Senator BEnNerT. Now you find yourself in a position where you
have got to face theprosand cons.
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Mr. Suerey, That is correct; and I tried to indicate that I wanted
carofully to fae the pros and cons, .

In other words, I would think in a matter of this nature before the
Treasury Department, before I made my recommendations, before I
made any recommendations, I would like to consult with State and
local officiale, I would like to consult with axperts who handle Gov-
ernment secumt.ies.‘ investwent houses, and a wide variety of per-
sons in and out of the Government to see, in the fina) analysis, whether
this solutjon which histery, I.think, has given us, is the wisest solu-
tion under all circumstances or whethor there jg——

Senator WrLriams. In other words, there is p possibility that you
may have gone off halfcocked when you made the statement,

Mr. Sorrey. No, I donotthink so, Senator., )

Senator WrLLiaMs. If yau knew all the facts and had all the in-
formation, why did you suddenly change your mind when you came
before this committea? j .

Mr. Surrey. Ihave not chji‘nged my mind. )

Senator WiLrrams, Oh. Then you still are.of the opinion that the
ta.? exgclusion 18 indefensible from the standpoint of income tax

olicy? . :
P Mr. Soreey. Thatigcorrect, - A

Senator WrLLiams, You still think it is indefensible?

Mr, Sorrey. I want tosay—— :

Senator WiLLiaus, I thought you were getting away from that.

Mr. Surrey. I want to say my mind is not closed on any of these
matters, and if I can be shown that I am wrong, then I think it is
obviously my regponsibility to change my views. But it well may be,
and T think it might be in this, that my views might he confirmed.

The CrARMAN. Senator Anderson ?

Senator Axperson. If T understood the chairman correctly, he read
some language that you regarded this not only as indefensible, but
as a tax windfall to the wealthy, ,

Mr. Surrey. That is correct. .

Senator Anpersox.. Has it occurred to you that this might be done
in order to permit cities and States to take cars of their own financ-

%‘[r. Surrey. Well, I think that is the basic reason for the exemp-
tion today. , :

Senator AnprrsoN. Do you know whether the exemption falls only
on the wealthy, or whether more of it to foundations? ,

Mr. Surrey. Well, to the extent.that individual owners hold tax-
exempt securitjes. . L S
_ Senator AxpersoN, But which group is the largest holder of the
State and municipal bonds? -

Mr. Sureey. I do not have the figures at my ﬁngert.iixs. They are
ﬁlﬁvxously held by financial institutions, foundations, colleges, and the

e. 4

Senator ANpersoN, If they are held by financial institutjons, banks
which have large lists of stockholders, I, is not necessarily to the—
primarily to the wealthy, is it} | L

Mr. Surrey. No, it is primarily to the larger corporations, I would

my $ e O o ! . ] 3 : .
_ Senator AxpersoN. Yes. And you were living in New York; have
you consulted the municipal officials in New York as to what taking
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away the tax exemption from municipal bonds would mean ta that
municiga!ity? B ) :

Mr. Surary, Well, I think that js the problem, Senator, I tried to
pub the question this way . .

Assuming that we never had this exemption, for the moment let us
assume we never had it, and the issue came up as to how we could
assist States and munioi&;;lities to meet their financial difficulties, the
question is"would the Congress today adopt as a method of aiding
municipalities an exemption for State and local securities? Now on
t{lﬁ?'t I liave doubts whether the Congress today would have chosen

18 routs.

Now it is a route which history has given us and, therefore, has
to be viewed in that perspective, 1 doubt if we view the matter afresh
wo could have chosen this particular way to give assistance to States
and municipalities, :

Senator AnpersoN. When this matter haa ever come before the
Congress, you should see what comes into & man's mail from the
municipalities, from the school districts. By your route, you would
cut off a schoolroom every once in & while from. the schools because

ou would raise the interest rates so lu%‘h they would only have a
imited number of schoolrooms, rather than a Jarger number, and
those arguments are compelling, and I do not regard it as a tax wind-
fall to the wealthy.
. Thatisall I wanted tosay. = .

My, Sorrey, Could I just say in reply to Senator Byrd, I thought
if this provision were adopted, it would have to be coupled with some
mechanism that wonld give direct aid to States and municipslities to
offset any detrimental effect with respect to their borrowing,

Senator AnpersoN. Yes. But these school districts that I speak of
are local school districts,

Now you have found in the little bit that you have been here how
hard it 18 to get through Government aid to education. . .

Wouldn’t it be harder to get through a Government subsidy, be-
guse tgley would have to pay higher rates than somebody else had

pay ‘ g I, N

My. Surrey. I would not have thought this in connection with
the legialation itself. I had assumed as part of—in writing that
stateme . -as part of the repeal of the exemption there would be
coupled. with 1t at the same time a method of providing direct
assistance, ‘ ' .

The difficulty today is that the loss to the Federal Government in
tax revenues results in only about—I think the figures are, and I
would like to check this—one-third of that loss going to States and
local governments. :

In other words, that the States and local governments and school
districts are benefited only to the extent of about one-third, I believe,
or two-fifths, something like that, of the overall revenue foss to the
Federa] Government from the exemption itself. - L

So that it is in that sense, if you are directly interested in the
exemption as giving aid to States and school districts, a rather in-
efficient method of doing it, and my suggestion was that this was in-
defensible as a method of accomplishing this, and that other meth-

ods would seem to me far more appropriate.
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- Senator Taratance. Would .the Senator yield at that pointf

Senator ANpersoN. Yes, - _ :

" Senator Tataranoe, My recollection of the case of Marbury v, Madi-
son is somewhat hazy, but, didn’t the Supreme Court'at that time rule
that the Federal Government could not tax State governments, or
something to that effect? Isn’t there a constitutional prohibition
against the Federal Government taxing obligations of States and
municipalities! Wouldn't you have to amend the Constitution to
do what you advocate? o - ‘ :

Mr, Surrey. I would supposs that there would be on this point,
perlmp%somo difference of opinion among lawyers,

The Department of Justice is on record, a number of years back
in the forties I believe, with an opinion that it would be constitu-
tional to tax, for the Federal Government to tax, the obligations of
State and local governments,

Senator Taraanoe. Didn’t Chief Justice Marshall in that famous
landmark case hold to the contrary? That is my recollection. I
have not read that decision for many years, and I may be somewhat
hazy on it, but didn’t he say otherwise?

Mr. Surrey. Well, I do not believe that, as I say—the Department
of Justice did not so interpret it, and the Supreme Court has held
t}ilﬁlt' t}m Federal Government can tax the salaries of State and local
officials, : '

Senator Tarmapce. But the salaries are personal income. The
obligation is of the State or the municipality or the county itself. It
is totally different, There is a distinction bevween my personal income
as a U.8. Senator or the income from the State of Georgia, which is
a salary, and the bonds of a State of this country, like Georgia, or a
bond of a municipality or county in Georgia. They are entirely
different.

Mr. Surrey. I think because of the views you indicate that cer-
tainly if it were changed, if the Congress were to enact such a law,
it would go to the Supreme Court foratest. -

I suppose the Government would argue that the tax is on the in-
come of the particular bondholder; in other words, it is a tax on his
interest in the same manner that in the salary cases the tax was on
the employee’s salary, and that would be the Government’s argument
basically before the Supreme Court. Plus, I suppose, the Govern-
ment would also rest upon the 16th amendment to the Constitution
a8 indicating if there was any other inhibition in the Constitution,
it was removed by the 16th amendment.

But I think I would agree with {ou to this extent, certainly, that
t(l}us would be a matter that ultimately would be takento the Supreme

ourt.

Senator Tarmapep. Well, didn’t John Marshall further say that
the power to tax is the power to destroy, and if you'gave the Federal
Government the power to tax the obligations of each of the 50 States
and their counties and municipalities, that it would vest a great power
to destroy those particular entities of government in the Federal
Government $ :

Mr. Scrrey. That is one view. I suppose the other view would be
the statement, to borrow in a way from Justice Holmes, that the
power to tax is not the power to destroy as long as the Congress sits,
and I would subscribe to that view,
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Senator Kern, Didn't Holmes say it wouldn’t be the power to de-
stroy if the Treasury did it? ,

Mr. Surrey. No, sir. I would subscribe to the viewpoint as long
as the Congress sits. )

Senator Kerr, A while ago you were defending your criticism of
legislation on the ground that it was the result of an ill-considered
action of the Treasury. :

Mr. Surrey. I think that that ill-considered action of the Treasury
at that time gave the Congress insufficient advice for the Congress to
make its decision, : 3

Senator Kerr, Well, did you ever contemplate the possibility that
Con was capable of making a decision on the tax law even with-
out the heaven-sent advice of the Treasutar §

Mr, Surrey. I think, Senator, that there is no question about it.
If there is sufficient time—if there is sufficient time— ,

Senator Kerr, Who should be the judge of that?

Mr. Sureey. I suppose in the ultimate analysis the Congress.

Senator Kere, Is it a violent effort for you to indulge in that
supposition {

r. Surrey. I would, on that I would, rest on your judgment. In
other words, if you feel that on all these matters there 18 sufficient
time, there is not any quarrel between you and me. ‘

Senator Kerr. It is an obligation and the responsibility is fixed
by the Constitution, is it not?

Mr, Surrey. That is correct.

Senator Kerr. There is no disagreement on that point by the Jus-
tice Department ?

Mr. Surney. I suppose, I had always been viewing it in this light:
That my prior experience indicated the great mass of legislative ma-
terial that comes from congressional committees, it is appalling to me
how much there is. We get some of it in the ’i‘masury Department
when we are requested to send u[l) our statements on reports, and I
can just see the mass of work we have in carrying that out; and my
feeling is that unless we are alert and everybody is alert, there is so
much of this that at times a provision may not get the consideration
given to it that it deserves, That happens in the executive depart-
ments, and I had thought it could happen in the Congress.

Senator Kerr. Iapologize to the Senator from Georgia. I presumed
he was going to get around to the decision which I understood was
one that was decided by the Supreme Court after the position sub-
mitted by the Government that the Congress did have the right to
as I understand it, tax incomes, is that right; and then the ollock
decision, I think, held that taxation of that income which was de-
rived from municipals was unconstitutional, as I remember, so that
there is 2 much more recent decision.

Senator Taratapce. That is correct. I merely went back to what
I thought was the original decision establishing the basis of taxation
by one division of the Government over the other. ﬂ

I am not familiar with the decision that the Senator points out, but
it is my recollection that the Supreme Court handed down a very firm
decision that it would be unconstitutional to tax the obligations of
States or municipalities.
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Senator Kerr. Didn't they set nside an income tax law by the Con-
gress in the Pollook decision ¥

Mr. Surgky. Pollock.

Senator Kerr. Pollock.

Mr, Surrey. The Pollock decision,

Senator Kerr, Isn't that what the Supreme Court held ¢

Mr. Surrey, Yes, That was one of the decision which set aside
the income tax act prior to the 16th amendment, -

Now, one of the controversies in this aren, that is, one of the points
that would arise necessarily in any Government brief on the question
would be whether the 16th amendment removed the result of that de-
cision. That was a decision which, in a sense, provoked, which
brought about, the 16th amendment.

Senator Kexr, But as a result of the 16th amendment, Con has
-enacted the income tax solely on income which did not include the in-
.come on municipals or State bonds, has it not ¢

Mr. Surrey. Yes, sir. But I think the opinion of the Department
-of Justice that was given to the Congress was that this was n statutory
-exclusion and not a constitutional requirement.

Now, a8 I say, I think the result of any changs would be a lawsuit
in the U.S. Supreme Court, and if I had to hazard a guess, I think
most lawyers would feel that the Government would win that de-
«cision, would win that lawsuit,

Senator Kerr. I think that is a little broad statement. I am not at
all doubting that you believe that, but when you say the opinion of most
lawyers—-

Mr. Surrey. AsIsay,itisa guesson my part. The Supreme Court,
in the light of its prior decisions, would sustain this action by Con-
gress if the Congress were to take that action,

The CratRMAN. I have several more questions, I was puzzled by
your recommendation headed, “Home Owner hip.”

Another preference that has become built in through default is the exclusion
from income tax coverage of the imputed income on owner-occupied homes. The
«estimated amount of this income is 84 biliion.

Do you mean then that an individual who builds a home would
have to consider, make som¢estimate, of the rental value of that home,
:80 to speak, and include that in his income tax?

Mr. Surrey. I did not recommend that, sir.

The Cramrman., Well, you made the statement here that :

Another preference that has become bullt in throogh default is the exclusion
from income tax coverage of the imputed income on owner-occupied homes. The
The estimated amount of this income is $4 billion.,

Why did you make this statement if you did not believe that the
rent of a man who builds his own home should be included in his
income tax?

Mr. Surrey. What I was saying, Senator, is this:

If you look at a number of the income tax s: stems of developed
countries, they do include in the total income of an individual the
rental value of owner-occupied homes.

The British system does that, for example, and I think most econo-
mists would say that in computing a person’s overall income, the
rental value that he gets from an owner-occupied home should be
considered as income. g .

¢
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I was pointing that out. But I also indicated that I was not recom-
mending any change in that provision, in that result. ,

The Cuamman. You say most economists have that view. Can
you name another economist outside of yourself who has that view?

Mr, Surrey, I am not an economist, sir, I am a lawyer.

"The Cr\irMaN, What are yout .

Mr. Surney. I donot want to pick any economist— .

Tho Cmamman. You say most economists, I have been on this
'fommitt,ee for 28 yoars, and I never heard such a recommendation

1ere, ,

Mr. Sorrsy. It is not a recommendation; I am not making that as
& recommendation, ) .

The Crairman., But you said most of the sconomists agreod with
that theory of taxation.

Mr. Surrey, Yes. Ithink—

‘?’l‘he CHamrman, What economists have agreed to it or recommended
it .
Mr. Sorrey., I did not say recommended, T think that is the
difference. ;

The CuamrmaN, Well, you said agreed to it.

Mr, Surrey. No.

Senator ANpErsoN, Let us get the ngreement. Who agreed to it?

Mr, Surzey. I think Professor Vickery, I do not want to be unfair
to these gentlemen, and this is recollection, Professor Vickery, Pro-
fessor Due. I think most of the standard texthooks on public finance
indicate— N '

The CHammmaN, Has any sound economist agreed to the approval
of that? [Laughter.] : :

‘Senator Douvgras. Mr. Chairman, if I may refer to an economist
who is dead and whose reputation will, therefore, not be injured,
because he advocated the same steg that Mr. Surrey had ad
I would like to bring in the name of Irving Fisher, who was probably
the most skilled, most precise, thinker in American economics, and
who was probably the greatest authority on the real nature of income.

I'do not think his chances for preferment will be damaged by this
statement, since he died 20 years ago. :

_The Cuamman. Does this represent your opinion or recommenda-
tion or what does it represent{ :

Mr. Surrey. No, sir. I have recommended no change in that treat-
ment. Obviously 1t involves a great many more problems than some
other chan%a;.

_Senator WiLLiams. Do you or disagree with those conclu-

sions of these economists you refer to that in' that connection?
. Mr. Surgey. I would think, Senator, if you are looking to include
In a person’s income all matters which could be classified as income,
if that was your goal, if that was your goal, let me repeat, and you
wanted to include all matters which could be classiﬁﬁ as income, I
would say that one would consider this matter, but that would be
pushing the goal too far. :

Senator Kere. What goal §

Mr, Surgey. The goal of including in a person’s income all matters
which could be classified as income, V . .
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Senator Wirtiams. Not being a Harvard lnwyer, nor student of
yours, would you tell me whether you said you agreed or disagreed
withit? I donotquite understand.

Mr, Sorrey. No, I think Isaid—

Senator WirLtams. I think you said you would agree if two or
three things—but just on the basis of that conclusion, would you 251%
3'it.h or disagree with those recommendations that it be included or

0 you—-—

Mr. Sumkey. At this time I would disagree with those recom-
mendations,

The Cuammman, I have gust two or three other questions.

As T understand it, you do not think that State and loeal sales and
excise taxes should be deducted from the Federal income tax.

Mr. Surrey. These are all questions that I was considering in the
context of a broad tax reform, a reform that would involve a more
uniform income tax base, coupled with a reduction in tax rates. In
other words— .

The Cramran, Is it your theory that there should be no exemp-
tions, nnd everything should be taxed? Isthat your iden?

Mr. Surrey. No, sir. I think the number of present deductions and
exemptions should be reexamined to see if it would be feasible to have
n more uniform tax base, and thereby achieve a reduction in tax rates
in all of the brackets.

The Criatraean, Would that apply to the $600 exemption ?

Mr. Surrey. No, sir; no, sir; it would not, The particular level
of the exemption might be a question for discussion, but the—

The Crarman. As I understand it, you are opposed to deductions
for any interest paid from taxes; is that correct

Mr. Surrey. What I suggested was that these matters should be
considered from the standpoint of an overall revision.

Now, an overall revision of the tax base would involve changes in
the revenue rates ns well as changes in the particular treatment of any
particular deduction.

I think the question is whether, on balance, the tax system would be
fairer, simpler, and more equitable if some of these deductions which
are hard to apply administratively, and which differ from person to
person could be eliminated.

b '{‘he dC;uumuN. Do you believe that social security benefits should
o tnxe

Mr. Sureey. I said in those recommendations that I thought they
should. The reason I thought so——

The Craamryman. They should.

Mr. Sorrey. Was that, by and large, most people who received
social security benefits are today exempt from tax because of the
double exemption for persons over 65.

The result is that the present exclusion of social security benefits
tends to become important only as you go above the first and second
brackets, and I think it is a question for the Congress, as they con-
tinue to increase social security benefits, whether they do desire that
these benefits should be exempt or whether they should be treated the
sama way a8 other pension benefits are treated.

The CuatrmaN, The same thing applies to unemployment benefits,

I suppose?
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Mr. Strrey. No. Unemployment benefits, you might, fvou could,
regard on a different busis. They do not have the aspect of a pension
that social security has. o

The Cuza1rMAN. Just one more question. Yousay:

It i8 clear that withholding on iuterest and dividends should be instituted,
especlally since workable withholding arrangements have been devised.

Would you indicate to the committes what workable arrangements
have been devised ¢ . o

Mr. Surrey. Well, I am presently engaged in an effort to consider
which is the most feasible of arrangements with respect to withhold-
ing, and I am engaged in consultation with various-outside groups that
would ba concerned with this, Consequently, I would like to let the
details of any such recommendation— ) S

The CriairmaN. When you said that, when did you make this state-
ment that workable provisions have been devised { o

Mr. Surrey. I made that, I think, in 1959, I am not sure,

The CuairmaN. I understood there have been considerable efforts
along those lines but they have not yet been devised,

Mr. Surrey, Well, as I sny, it is a matter of— -

The CiramaaN. You are working on a plan now

Mvr. Surrey. We are seeing if the plans that have been suggested
the extent to which they are feasible, and I would say our preliminary
indications are that a feasible plan could be devised. . ‘ :

" The Cuamstan. Forboth interest and dividends?

Mr. Surrey. With respect to some tlypes of interest, Mr, Chairman.
I do no think you could work a feasible plan at this time with respect
to all types of interest.

The Cuamman, Now, on page 1281 of I};our statement before the
Ways and Means Committee you suggest that consideration be given
to taxing unrealized cagital gains at. death or when a gift is made. -

Does this means you believe it is desirable, to subject the estate of an
individual who dies not only to an estate tax but to a capital gains tax
for t?my increase in his property held at the time of his death over its
cost . ‘

Mr, Survey. T would think any consideration of the subject of cap-
ital gains which, I think, is one of the most difficult subjects to con-
sider, there would have to be taken into account not only the present
treatment but also the treatment at death. '

For example, a number of })ersons have suggested a rollover treat-
ment for capital gains. If that were to be considered, I think you
would have to consider along with it the question of the treatment of
gain at death., In other words, these are, I think, facets of an overall
capital gains treatment. I would not single out any particular one for
change or consideration unless they all were considered together.

The Cramaan. On page 828 you say that you would recommend »

A conrlderable narrowing of the scope of the capital gains tax and an increase
in {ts rtae, with increased allowance for capital logses. . 4 s

Mr. Surrey. I said that in connection with a recommendation that
the top bracket rates be reduced, as I recall, to 60 or 65 peréent.. Under
those circumstances, with the yield from securities increased, then I
think it might be appropriate to consider what should be the rate on
capital gnins. But it was not in the context of the present surtax
rates.
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The CHaRMAN. Senator Kerr{ .

Senator Kerr, I am very much interested in the statoments I have
seen accredited to you, Mr. Surrey, as well as the ones you have made
here this momin%; o . )

I want to say that all information given me is to approve the desig-
nation of the appointment by a President; I might even be more so -
with reference to those by a man who is now President.

I do feel, however, that some questions are indicated,

. T wish you, would again state your position with reference to the
application of some kind of income tax on the increased value of an
estate of a deceased. ‘

Mr. Surrgy. The increased value of the assets?

Senator Kerr. Yes, sir. .

Mr. Surpey. As I recall, I did not make that recommendation. I
said consideration should be given to that. :

Senator JCezr, What was the answer you j
abont the &'pplic%t}ion of the capital gains tax?

My, Surrey, What I said was—— L

The Cuaman. Jf you will pardon me, I will spy it is on page 1231
of your statement before the Ways and Means Committee.

Mr, Surney. Yes, . . . N

Senator Kenp. You suggest that consideration be given to taxing:
unrealized capital fams at death or when the gift is made? |

Mr. Surrey. As I recall, there were various recommendations made-
at that time. - - o S

Senator Kerr. Just go a little slower and a little louder, will you#

Mr. Surrey. I said that, as I recall, there were a number of recom--
mendations ag to—

Senator Kegg, I am just ag much interested in your present attitude-
as I an{,)in_ the attitude you had when the statement was made, and I
would be happy for you, if there is a-difference, to address yourself’
to ¥our resent attitude, :

he CuairMAN. When was that statement made before the Ways.
and Means Committee ? ' :

Mr, Surepy. I think it was 1959. My present attitude would be.
that in any broad study of the tax system I would think capital gains.
would be one, of the matters studied, It is one of the most difficult
and most complex matters. '

_Senator Kerg. I am addressing myself primarily to the considera--
tion of taxing unrealized capital gains at death.

- Mr. Surgey. Yes. |

. Senator ANDErsgN, Or gift. - ‘ .

Senator Kerr. Or gift, ?'es, I am not talking about the present-
capital gains rate hecayse that is a reality, it is not a theory, and I am
sure that in view of the fact thaf your statement was made in 1959
that we should' indulge the presumption that you were addressing-
yoursel f on: this subject with the rate then in effect in mind.

Mr. Surrev. No,no. That, I'think, I did not make clear, sir, What-
I wag~— : - '

Senator Kerg. You would have to have had in mind considering-
taxing the unrealized gains in the estate of a decedent in addition to-
the inheritance tax,

ust gave the chairman
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Mr. Surrey. Except that I would suppose any tax at that time,
if there were to be g tax, would be deducted, would be a deduction
from the gross estate,

In other words, 1t would be reflected in the: computation of the
estate for estate tax 0ses.

Senator Kern. xc one would you apply first, the estate tax or
the capital gaing tax?

Mr. Surrey. I would think the capital gains would be upphed fivst.

Senator Kernr, Well, now, assuming that it is 25 percant, as it is in
the Federal law, and dorb percent in many States, 'I‘hat \\ould be
30 1gercent, approximately. .

what is the range of the inheritance tax {

Mr, étmmw Well, estate tax, I am not sure of the up ex brackets-—
you would have to avoid a, situation, I would hhmk, t: you would
run over 100 percent with a deduction.

Senator Kerr, You think that would be eqmtable? [Luughber]

Mr, Surpry. With a deduction.. . . el

Senator Kgrr, You think it would be equltable to. avoid tlmt
situation ¢

Mr, Sursey. Well, could I putthe matterthis way,

mstgnnto: Kezg, You put it any way you want to, since you made tha,b
statemen

I would just like for you to. tell the comumittee;hiaw. close you would
be in favor of coming to 1t and still avoiding it.

Mr, Surggy. You could Put; the matter; in s sense; this. way Sup-
posing an individual did sell his securities, .

Senator Kerr, But this individual did not; he died.

Mr, Surrey. But supposing the: person did:sell his seonrities,

.. Senator. Kﬁw .Let us finish the line of questioning I have started
with you, and then you can go on the othen, if you would like. -But,
I would regard it as courteous on your part.and 1nformat1ve if you
would ust address yourself to the questmn

uRREY. I will, '

What I was trying to say is, one xmght initially a ach the quesn
tion from the standpoint of, should the person at sath: be
in the same way as g person who sold his securities, and. t.hemfom be-
came liable to pay the capital gains tax, and then, unfortunately, let
us say, died the next day.

Senator Kerr. I think the first thing you were suppqs\ng would be
nearly as unfortunate as the reality.

Mr. Surrey. Yes; the question then would be the interaction of the
capital gains tax and the estate tax,

ow, certainly the capital gains tax should be a deductlon under
those ci rcumstances from the estate tax.

My impression is that would prevent the two taxes from going over
100 percent. If it did not, then, some mechanism I pnesume would
have to be worked out to prevent that result,

In additiopn———o ,

Senator Kerr. Not nacessumly; The fellow isdead.

‘What if he weve just to take it all and then an’ addmonal
liability, and I am. sure. us rairs, if they weng able to. wou]d tuko
bankruptcy proceedmgs for his benefit; -

’
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Mr. Sorrey. I would xresume that the Congress, in setting a level
of ostate tax rates, would set them at the level it deemed appropriate
in that light, :

Senator Kerr. Is it-possible that maybe they did that in fixing the
present rates?
Mr. Surrey. It‘i‘s’})ossible; I had not thought so.

—""Senator Kerr, What level do you think they should be, Mr, Surrey?
. Mr. Surrey. I beg pardon,

- Senator Kerr, What level do you think they should be amended
to )

Mr, Surrey. That is a question I do not think I could answer now,
for this reason, I think— i

Senator Kerr, Well, {0\1 evidently think they should be increased.

Mr. Surrey. No, sir; I have not said that yet. I have not said that.

Senator Kerr, But that is the impression that I received from what
you have said. ‘ ‘

Mr. Surrey. No; I am sorry I gave you the wrong impression.

Senator Kerr. Do you have the impression that they should be
reduced ? -

Mr. Sunrey. No, I do not. I have an impression that the base of

th?as tax should be reconsidered before any changes are made in the
rates, ‘ '
- Senator. Kerr. For the purpose of increasing or reducing the in-
heritance tax? : '
- Mr.: Suregy, For the: Purpo,se of making it impact more even as
among families today in those brackets.

Inother words—— - :

Senator Kerr, Well, it is even among families in similar brackets.

Senator Wrrriams, Would the Senator yield if I might read ex-
actly what he did say in that connection ¢
- Senator ANpErsoN. Yes, let ushearit.

Senator Kerr, Yes,

Senator WiLLiams, I have his exact quotation of his opinion on

giatal gains over here.

. Senator Kerr. All right.

Senator WiLLiaas. On pages 819 and 820 of that report you have,
you say, and I quote: : '

An individual receiving {ncome in the form of capital gaing is given a clear
preference under the present code—80 percent of the gain is in effect excluded
entirely, and the maximum tax on the gain cannot exceed 25 percent of the
entire gain, ‘

So you must have felt it was too low and, therefore, if you felt there
was given a clear ;{)I:ferenoe under this, with a maximum tax of 25
percent, you must be in favor of increasing it or was that in your
mind, or what did you mean?

. Mr. Surrey. Well, I think I indicated to the chairman that in the
consideration of a broad tax revision under which the top rates of
tax were reduced considerably, then I thought consideration should
be given to the level of the capital gain ratesin that context.

Senator WrLiams. I heard you say that to the chairman. But in
your statement you did not. I'do not see that now. Here, reading
a continuation of your statement : ' ‘

Yet of afl the income preferences the capital gain preference i the one

wh:ch most clearly 18 the product of deliberate and couslidered congressionnl
actlon. : .
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Continuing, you say:

Congress has thus allowed {ts capital gain policy to get out of control and
become enmeshed in lobbying pressures.

Mr. Sorrey. I think that is, I think, a different issue. What I
“"us trying to say there, and I realize that I have not made myself very
clear——

Senator WirLiams, I thought it was very clear, and I would like
for you to elaborate on it.

Senator AnpersoN, I understand it,

Mvr, Surrey. What I meant to say was that given o very low rate
of tax designed for reasons that are, I gather, in the interest of the
economy, to have n differential rate in favor of capital gains, thess
are the reasons that have motivated the Government since the capital
guins rate was given, :

The difficulty is one of defining what is a real capital gain. As I
recall, Congressman Mills asked us the question in the Houss Ways
and Menns Committee, could anybody give him a definition of a real
cugit.al gain, and there was nobody who, on the panel, did give him
o definition.

Therefore, you do have the problem of classifying a number of
transactions to see which transactions are entitled to this capital
gains rate and which are not. That is what I meant when I said the

roblem, I thought, had gotten rather difficult since, for example, cér-

ain royalties nre classified ns capital gains, certain royalties are not

classified as capital gnins, and the classification is not in the nature of
whether it is a real capital gain or not, but whether this rate should be
given as a matter of treatment to this particular transaction, and
that was tho difficulty I was referring to there, not the question of
the capital gnins rate on, say, the sale of stock securities.

Senator Wirtiams. I wish you would read your entire statement
and see if you can find that explanation in there. I cannot, because
it all comes back here that you feel Congress has thus allowed its
capital gains policy to get out of control and to become enmeshed
in lobbying pressures, and you are very emphatic in your statement
that you think this is a preference for n particular group of taxpay-
ors-or a particular pressure group, and if you feel that it is, you
must have some method of correcting it.

Mr. Surrey. No.

Senator WirLiams. What is your method of correcting it? Would
you correct it by lowering the rates and giving them a greater benefit,
or would you correct it by increasing the rates and reducing the
benefits?

Mr, Sorrey. I think the first step should be to decide which par-
ticular transactions should be classified as capital gains transactions.
There are a number of transactions which are not the typical type of
capital gains transactions,

After that classification has been made, then I think the next ques-
tion to be considered is what should be the appropriate rate structure.

After that decision was made, then I think the decision shonld be
made, what is the appropriate differentinl that the Congress desires
between the upper rates of tax and the capital gains rate?

67514—01——3
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What is the nature of the holding period? In other words, how
long should an asset be held? It is not a suggestion that the rates
simply should be increased as matters stand today.

Senator Kerr, Well, you said that:

" I would recommend the following
Two. A considerable narrowing of the scope of the capital gains tax and an

increase in it rate, with increased allowance for capital losses.

Mr. Surrey. Yes. But isn't there another recommendation there,
Senator, about the reduction of thesurtax rates?

Senator Kerr (reading):

What workable arrangements have been devised?

That is pages 828 to 830, and yousay:

I would recommend the following :

One. Elimination of the exemption for the interest on State and local
obligations.

Wo have talked about that.

Mr. Sunrey, Yes,

Senator Kenr (continuing) :

No, 2. A considerable narrowing of the scope of the capital gains tax and
an increase in Les rate, with increased allowance for capital losses.

But if I can understand the English language, Mr, Surrey, and I
am not in the posture of criticizing your conclusions nor approving
them, I am ?ust trying to get for my own information and this for
the record what the facts are about your position, and if I can under-
stand the English language you have recommended a considerable
increase in the capital gains tax rates.

. Mr. Surrey. But, Senator, as I recall, Inter on there is o specific—
in that samo set of goals, isn't there a specific—recommendation with
respect to reduction of the surtax brackets, the rates in the top
brackets?

Senator Kenr, Well, you say reduction of the top rates to about 656
percent.

Mr. Surney, Yes. :

Senator Kein, But the point about that is that I did not see any-
thing hore in which you said that if all of these ave not put into effect
“I withdraw my recommendation of either one of them.”

Mr. Surrey. Well, I am sorry, those were considered, and in the
articles I have written those are tied together. In other words,
these are interrelated goals, and the recommendation with respect to
th capital gains is in the context of a reduction of the top rates to 65

ercent.
P Senator Kerr. I do not see anything in there of o reduction of the
top rate of the inheritance tax. IR

Mr, Surrey. No. There was nothing in there one way or the other
on inheritance taxes, o

Senator Kerr. Then I would presume that your recommendation
that the increase in value of cap?tal assets or of an estate would be
subject to whatever capital gains tax was effective in addition to the
inheritance tax rates. ' :

Mr. Surrey. No, because I have never recommended, I have never
recommended in the same sense that you are reading these other recom-
mendations, the taxation on increases in capital assets at death.
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Senator Kerr. I thought you had recommended both at death or
ift, and also that at death the value of the estate then held by the

ﬁewnsed be increased by the amount of gifts which had been given,
and that any difference in the tax rate on gifts as given be made up
for ns those gifts wore a part of the estate, part of his assets at the
time of death. .

Mr. Surrey. That was not a recommendation.

Senator Kerr, What was it{ . .

Mr. Surrey. That was a statement that in a study of the capital
gains tax, consideration should be given to that factor. ‘

Senator Kerr, Why would gou say it should be considared if you
did not think it had merit, Mr. Surrey

Mr, Surrey. No, because I wanted to—

Senator KEerr, Why would you consider that—why would you rec-
ommend it be considered if you did not think it had merit{ )

Mr. Surrey, Well, I think there is a difference between saying &
matter should be considered—

Senator Kerr, Well, give me the difference. o

Mr. Surrey. The difference is that one has a firmer belief in one’s
viows on a matter when one makes a recommendation.

When one says a matter should be considered, one wants to know all
the implications of the consideration and pro and con. |

With respect to that matter one wants to know what are the implica-
tions, what are its relations to the inheritance tax, what are its effects
on the length of time over which people hold ussets; in other word
if there is, one might say, a locked-in effect with respect to the sale o
assets, is the locked-in eli‘ect. due to the capital gains rate or is it due
to the fact that there is this nontaxation at death; and one would
like to try to find out the answer to that. )

Senator Kerr, How could you find out from a dead man what his
reasons were?{

Mr. Surrey. I would not go and ask the dead man, obviously.

Senator Kerr, How—— :

Mr. Sorrey. How would I doit}

Senator Kerr, How are you going to go about questioning and
finding out what is the consideration for keeping property after death,
except that you get it from the man who did it.

Mr, Surrey. No—

Senator Kegr. That reminds me of the story about the fellow who
proposed to the gal, and she didn’t give him & definite answer. She
said, “Go ask father.”

And he was trying to get some comfort out of that until he realized
that father was dead. And then when it dawned on him the life
that father had led, he finally figured out what she meant when she
said, “Go ask father.” tS.lLaug ter.]

Mr. Surrey. N o, in this connection I attempted to find out, even as
o professor, and what I did was to go to_some of the investment
counseling houses in Boston and ask them, When you give advice to
people as to whether they should sell a security or not——

Senator Kerr. Before he died.

Mr. Surrey. Yes, at any time,

Senator Kerr. But, you see, how did a man know?
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" - Mr. Surrey. No, what I am saying is this: I tried to find out from
the investmient counseling houses when they make recommendations
to their clients that assets should be sold or not, what is the reaction
‘of the client with respect to the capital gnins tax and with respect
to this other point. ‘In other words, it is diflicult to get information
on this, and I think the question that is important in this study of
capital gains is to what extent the taxation of a capital gain has the
effect of locking people into their investments.

Senator AnpersoN. You do not think you have to go to an invest-
ment house to find that out, do you?

Mr. Surrey. No. I do not think it is the only place one would go.

‘Well, curiously enough, Senator, the answer 1 got from the invest-
nixigmtt houses was that the capital gains tax did not have an appreciable
offect.

Senator ANpersoN. Well, you should have given himn a lie detector
test. [Laughter.

. Mr. Sunrey. No. That was the answer I got, and I was not pre-
judging the matter, I wastrying tofind out.

Senator ANDERSON, Excuse me, I do not mean that is the final re-
sult, but anyone who will tell you that a man who has got enough
money to buy a security has not got an( interest to find out, when he
sells 1t, whether it is affected by capital gains or not, has not got any
imagination, '

r, Surrey, It was not that question, but the effect of stretching
out the capital gains tax by and large, did their clients accept the
recommendation for the sale of the security as a proper financial
transaction; in other words, if an investment house were to say, “We
don’t think you should be in this particular security because its long-
range prospects are not good, you should get out of this and get into
another security,” I was very curious as to what the reactions of their
clients were when that was presented to them, and also the effect of
paying a capital gains tax was presented to pﬁem, would the clients
take the judgments of the investment counseling house to which they-
were paying money for that judgment, or would they be inhibited
by the capital gains tax. '

The conclusion of the several houses that I talked to was that the
client took their advice to sell, and under those circumstances——

Senator WirLiazs. Would that not be due to the fact thought that
the company which they were advised to get out of, as the result of
bad management or moving backward, that there would not be too
much capital gains in that case?

Mr. Surrey. No, I donot think it is that serious a matter. In other
words, this i8 a constant review of a person’s portfolio, and as to
'Evhqnp he should be at any given time, extracting the capital gains

ecision.

Now, on the other hand, some people would take into account the
capital gains tax and, obviously, it is difficult to make generalizations
on this matter.

Senator ANpersoN. I would only say that I had some advice on a
securitfr very recently, and probably the investment house was right,
when I figured the capital gains on it, I figured it was not going to
slump more than 25 percent, so I kept it.

Mr. Surrey. I say it is hard to generalize, and some people will
take it into account. Others will—some will react the way you did;
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others will react in the sense that ultimately “I may well have to Eﬁy
a capital gains tax and hence I am buying a larger basis if I am selling
the security at this time,”

Senator ANpersoN. I am sorry, Senator,

Senator BuTLEr. Are you finished, sir?

Senator Kerr, No,

Senator BuTLer. I am sorry. _

Senator Kerr, I must suy, Mr, Surrey, in the absence of a more
definite statement I have understood you to make this morning, I
would have no choice other than to arrive at the conclusion that you,
No. 1, favor a considerable increase in capital gains tax rate, and that
you think it should be seriously considered by the Congl*ess as to
whether or not, it should not subject the estate of the decedent or the
gifts of the decedent to o capital gains tax in addition to the estate
tax,

Mr. Surrey. Could I say that the first recommendation would not
be made in the absence of reduction in surtax rates, The second is a
consideration and not a recommendation, It is merely a state-
ment—- _ .

Senator Kerr. I said the second was that you recommended a con-
sideration of the advisability of doing that.

Mr. Surrey. Let me indicate, not to foreclose all possible reexam-
inations of this subject. For example, one change that is seriously
suggested by a number of persons is that there be a so-called rollover
provision under which you do not pay it all during your lifetime on
the sale of the securities,

Senator Kerr, I am addreseing myself both to what a man would
pay during his lifotime, if he had his capital gains tax rates increased,
and what his estare tax would be if the capital gains treatment were
applied to the increase in value of his estote before the fixing of the
tax rates for the estate of the deceased.

Mr. Sonrey. But suppose, Senator, there were a proposal that there
be no capital gains tax as long as a person changed from one invest-
ment to another.

Senator Kerr. I had not heard you recommend that yet.

Mr. Surrey. No, I have not recommended it.

Senator Kerr. Oh.

- Mr. Surrey. What I am snying is—

Senator Kerr. I cannot support a thing generally, Mr. Surrey. As
I try to focus my limited mental faculties to the consideration before
me, I cannot suppose things that, so far as I know, have not occurred
and which, in the absence of your enlightening me, are not a part of
your basic recommendations, and I do not think that it should be ex-
pected that we should suppose things which were not before us.

Mr. Surrey. I appreciate that. All I was trying to indicate is that
I think that is one facet, one of the most difficult facets, I would agree
and, therefore, I did not malie & recommendation on it.

Senator Kerr. What do you think the function is of the Treasury
Department in tax legislation? - ' ‘

Mr. Soreey. I think ite function is to advise the President, and
then—initially, and then—to advise the Congress.

Senator Kerr. Advise the Congress or recommend to the Congress
or press the Congress. or inform them ¢
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Mr. Surrey. I would suppose initially its function is that if the
President makes a recommendation to the Congress in the tax field, the
function of the Treasury Department would be to support those rec-
ommendations; at the same time, to give advice as objectively as it
can to the Congress with respect to any matter on which the Congress
asks for its advice. '

Senator Kerr. You see, what you said on page 1182 of that record
there is suggestin{; that the executive branch take affirmative action
to attack the problem through a strong program lead by the President
or the Secretary of the Treasury “designed to focus public considera-
tion on special provisions and their interaction with the rate
structure,”

‘From what you say there, and then from what you have said, and
I must say to you that T am familiar with only a very limited part
of what you have said, but what you have said in these recommenda-
tions and to this committee, I can arrive at no other conclusion than
that you feel that the President or the Secretary of the Treasury
should take action to attack this problem through a strong program
to implement what you have said, and what you have told us is your
convictions, since you are in the plgfture of making the advice on this
matter to the Secretary of the Treasury and, through him, to the
President,

My, Surrey. No, I think there is a grouping together of two mat-
ters there.

Senator Kerr. But you say that the executive branch should take
affirmative action to attack the problem through a strong program
lead by the Secretary of the Treasury, and I take it that you mean in
the matter of curing these ill-advised actions which have been taken
by the Congress, and other matters that you feel should be the basic
concept of tax law,

Mr. Sorrey. No.

Senator Kerr. What kind of a program should he be addressing
himself to that he gets out to educate the public on?

Mr. Surrey. I would not use the words “ill advised.”

Senator- Kerr. Well, T thought that is what you did say, poorly
considered or lack of consideration or without adequate disclosure of
what they were doing,

Mr, Sorrey. I think evex(iybody has an interest in the Congress and
in the Executive, and outside the Government in tax reform,

Senator Kerr. It seems to me that you fail to indulge the presump-
tion that the peonle are aware of that interest when they elect their
Members to the Confgress.

Mr. Surrey. Well, I was going to—for example, the House Ways
and Means Committee held hearings on a program of tax revision,
T would suppose those hearings were held because the committee de-
sired to have information on the point and because some members
of the committee thought it might be appropriate to have a broad
reexamination of the tax structure.

Now, my general impression was that those hearings held by the
House Ways and Means Committee received a great deal of support
from all quarters. with the feeling that the tax system is in need of
reexamination. The rates are too high in the upper brackets. the base
has a lot of preferences and discriminations, many of which are
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historical and may have outgrown the original reasons for which
they were adopted. ' ,

I{ has become overly complex and difficult to apply, and that there
is n general public interest in the reexamination of the tax structure,

Senator Kerr, If there is one thing that I indulge the presumption
in that is that the people know about the taxes they pay. Would you
agree with that? . '

Mr. Surrey. You mean they know the particular tax they pay?

Senator Kerr, Yes,

Mr. Surrey. Yes. ) .

Senator Kerr. If there is any one thing—you yourself said that
pressures on tax matters are the strongest, in your judgment, of any
that are on the Congress, Now that is what I believe to be an accurate
statement, at lenst relatively. There are times when I could not dif-
ferentiate between the pressures on that and some other pressures, but
certainly I am aware of the fact that since they pay their taxes every
year or go through the mental agony of trying to flee from it, they
are aware of what they are doing in that regard.  That is fact No. 1,

No. 2, they know that those taxes are fixed by the Congress,
They elect their Congress Members—to the House of Representa-
tives every 2 years, their Members to the Senate every 6—well, the
have elections every 2 years in that rogard, at which time one-third,
plus those filling unexpired vacancies in the Senate, come before them,

So that I indulge the presullt\?ntion that the matter of the election of
their Representatives in the Nation’s Congress is one of the things
_that the people are very aware of, and as they do it they are aware of
the fact that when they do elect those Representatives they elect the
men and women who are going to fix their tax rates.
"~ So I am of the opinion that anybody who thinks that the people
need to be the beneficiaries of or the recipients of a strong program
to enlighten them on what they are doing in the matter of paying
taxes fails to give the people credit for that degree of understandin
and knowledge and realization that I think they have to a very hig

degres.

ﬁ:?SURREY. Well, I think I could a with that. But I think
that T could also say that I do not think our tax system is any more
static than any other aspect of Government. There is continual re-
examination of legislation in a number of fields, =~ -

Senator Kern. at I am telling you is, I agree with you and I
think the people examine it, and I think they express themselves on
it every 2 years.

Mr. Surrey. Yes, and I gather that the Executive also has a re-
sponsibility in this area,

Senator Kerr. He hag no responsibility to levy taxes.

Mr. Surrey. He may have responsibility to make recommendations,

.Senator Kerr. Oh, yes; and the people know that when they elect

m’

Mr. Surrey. Al T think I said was on the part you were addressin
yourself to, is that the executive branch has the responsibility o
8nkmg recommendations and working cooperatively with the

ongress,

. Senator Kerr, I did not see that in here. I really did not, and if it
is here, and I have not been apprised of it, I would appreciate that.
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- Mr, Surkey. I thinkitis, It is obvious that the two branches have
to work cooperatively. )

Senator Kerr, I was just reading the language that I quoted to
you, that the executive branch take an affirmative action to attack
the problem through a strong program led by the Pregident or the
Secretary of the Treasury. )

Mr. Surrey. Which program, obviously, has to be considered by
the Congress, - 3

Senator Kerr. Do you think that constituents should be permitted
to petition the Congress?

{r, Surrey. Ibeg pardon, sir{ B :

Senator Kenr. Do you think people or constituents should be per-
mitted to petition the Congress? L
-~ Mr. Suriey. Yes, Ithink it is a constitutional provision,

Senator Kerr, Do you think that they should be held—do you
think that that privilege should be safeguarded to them in the future?
* Mr, Surney. Yes, sir. oo

Senator Kerr, You think that includes tax matters?

Mr. Sunrey. Yes, sir.

- Senator Kerr., To whom do you think their petitions should be
addressed ? -

Mvr, Surrey, Their petitions, to the Congress?

Senator Kerr. Their petitions on tax matters, ,

" Mr, Surzey. I would suppose, I think the Constitntion says, the
right to petition Congress. .o

enator Kerr, But I am talking now about aside from that con-
stitutional provision; to whom do you think that the taxpayer’s peti-
tion on tax matters should be addressed ?

Mr. Surrey. Woll, I suppose in a number of cases they will ad-
dress it to the Congress, a number will address it to the President, o
number will address it to tha Secretary of the Treasury; that is, the
mail that comes in is probably not as heavy as your mail thou%h, I
would think, on these matters, I think most of them probni)ly address
it to the Congress,

- Senator Kerr. Suppose they do address it to the Congress, What
do 1you think the attitude of a Member of Congress should be about
such petition? -

Mr. Surrey. You mean a petition suggesting a particular change?
. Senator Kerr. Well, whatever the petition is. He might petition
the Congress not to charge. What should a Member of Congress,
what should his reaction be to a petition thus given him by his con-
stituents? : : .

Mc. Surrey. Well, that is a little difficult for me to answer, I would
presume that he would-ask, if it was a matter he was not familiar
with firsthand, he would attempt to gain information on the subject
from the available sources. : ‘

Senator Kerr. I mean, should he look with favor on it, or should
he nutomatically react unfavorably, or what would you do if you were
in the House of Representatives or the Senate and your constituents
petitioned you about a tax matter, cither for it or against it?

Mr. Surrey. I think I would do the same thing I do now. I would
try to find out what the problem is,

Senator Kern, In other words, if a patient comes to you and you
were a doctor, and he told you what his trouble was, would you spend
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your ‘t‘;ma trying to alleviate his trouble or trying to find out’ what
1t was ' P - p
.- Mr, Sorrey. I would attempt to see what his trouble is.and then I
would attempt—— _ . : : ’

Senator Kerr, Suppose you found out what it was? ‘

Mr. Surrey Scontmuing). Then I would attempt to also consider
assumm%'tlmt the possible cures for his trouble, what they are—and 1
do:not think this 18 a question analogous to the doctor-patient; I do
not think that is—— ; '

Setnator Kern, Well, go back to the Congressman and his consti-
tuent. » :

I could not get an answer out of you on that. Suppose they bring
n tax matter to a Member of the Congress and the Member under-
stands what it is. 'What should be his attitude toward their petition
after he has found out what it is?

Mr. Surrey. I think he then has to balancs the particular problem
of that constituent in the light of the broader problems of public
interest involved,

For example, if it ig—— )

" Senator KXenr. Those that come to you are part of the public, you
now.,

Mr. Surrey. Yes, . L

But, for. example, if the question is whether there should be an
overal] reduction in taxes because he thinks his tax burden is too high,
I would presume that you would balance that complaint, if you want
to use the term, with the question of what are the revenues necessary
to meet the expenditures of Government, and you might conclude that
in that particular case he would have to bear the burden even though
he thought it might be heavy.

Senator Kerr. What do you think Congress attitude ought to be, to
tax as much as possible or as little as possible

Mr. Sorrey. No. I think, in large part, in large part, let me repeat,
maybe for the most part, initially the revenue needs of the Govern-
ment are related to the expenditures of the Government, and that the
tax system has to provide adequate revenues to meet the expenditures
of Government.

That sets—in a sense, that is the demand placed upon the tax sys-
tem. Beyond that, the system has to take account of economic growth
and economic stabifity within the country.

Senator Kerr. You know, Mr. Surrey, I do not believe that you
have given me a definite answer to a sinfle question I have asked you.

Mr, Surrey. I am sorry, sir, because I have been trying to give you
definite answers.

Senator Kerr. I asked you if you thought the Government ought
to tax as much as it could or as little as it could.

Mr. Surrey. If you say as much as it could or as little as it could,
you may have built in what it can do. I am saying I think initially
Government has to meet its obligations.

Senator Kerr. Well. Government, makes its obligations.

Mr. Surrey. That is right. But Government makes its obligations
on the expenditure side.

Senator Kerr. And it just might be that in making obligations it
could consider that it had the obligation to extract as little of the
people’s property from them as it could.

.«
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Mr., Surrex. If that were the goal of Government, then I would
presuine our expenditures would be far less.

Senator Kerk., What do you think is the goal of Government? That
is what I am trying to find out. _ .

Mr. Surrey. The %oal of Government in the revenue systein, in the
revenue systenn, is to have a system strong enough to meet the demands
placed upon it by (Govesnment expenditures. ,

Senator Kerr. Well, the same people who make Government appro-
priations, levy taxes, the same Congress that sets the level of expendi-
tures fixeg the tax rates. - “

Mr. Sorrey. Then it.is a balancing of those—it is obviously a
balancing of those—considerations, '

Senstor Krrr. What I was trying to ask you is, which should have
the primary consideration and concern ofy the Congress, handling
Government on the basis of with as little resort to taxation as it can
in the light of its responsibility, or as much as it can?

Mr. Surkex. As much as it can implies that throughout—or we
know the limits of taxable capacity. :

Senator Kerr. I thought I did until I heard you today, and you
have begun to tell me about taxing a man’s estate for more than 100

1cent. A
peMi‘. Surrey. For example, I would suppose in wartime, in times
of crisis or emergencies, our tax system has gone up much higher
than it is today. . ‘ -

Now, that was a demand placed upon the tax system to which the
tax system responded. - - R ‘ S ‘ '

It is not a demand placed upon the tax systom today. It may be
our rates of tax are too high today for sustained economic growth.
In that sense we are, although we are taxing today at the present
level, and in that sense we could tax that much, it may be imui‘:risable
to tax that much in the interests of long-range economic growth,
aud that our tax system at full employment might generate greater
surpluses tlian are desirable. S e

. S el e i H B - .
- Conscquently; under those ciroumstar ':mw.a thetaxsystemought to be

reduced, even though, in a sense, one could say the people could bear
this level of taxes pince they are hearing it today. But it does not
necessarily follow that it i3 appropriate that they bearit. - =
Senator Kerr. You talked about great pressures brought to bear
on Conggress by the people: Do you think that is unwholesome?
- Mr. Somary. No, I do not think, in the large, it is unwholesome.
I think it is proper for people to malke their views known to the
Congress, - SR S T S
Senator Kere. Is it not inevitable that the more Congress presses
the peopls in the form of taxes, the more the people are going to
act and press the Congress to give them some relief K :
Mr. Surrey. I think as our tax system has grown and developed
and applied to much lower brackets, and as the riites have risen, it
has obviously made more important each particular. provision as it
applies to each person and, consequently, the demands upon the Con-
gressl for' examination® of each particular’ provision have groyn
gr%t i;.g inevitable under & complex system'in ‘4 co 'ﬁﬂex country.

Senutor Kerr: Don’t you think it ig more inevitable that people tre
, ) . T E I e Y R L1 IO
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going to press back even than it is that Congress is going to press

them further for more taxes? :
Mr. Surrey. Ithink . o
Senator Krrr. You see, to the Congressman, aside from what he
ays himself, it is an administrative operation. To the constituent

1t is a little different.

‘There is a little difference between the one who levies the taxes and
the one who pays them, and my observation has been that it is a little
les;(painful to levy taxes than it is to pay them.

r. Sorrey. Well, I think we ave all in that, experience.

Senator Kerr, Then wouldn't it be inevitable that pressure coming
back from the people to Congress is goin% to be even greater than the
pressure on the Congress to tax the people : ‘ ,

Mr. Surrey. I suppose it is equally inevitable, and this committee,
for example, cannot enact every bit of legislation that is before it
in the tax field. — '

Senator KEegr. see, instead o
off in another Hrection. '
Y. No. T think there is enorm

wering my question, you take

pressure in this area

of the rates of tax;the complexity of\the tax system.
‘Sengtor Kerk. Yoy have thlked Iterg this mornibhg as if you thought
ti

‘Mr. SurreY. No,Idojno 86, /Y

! N

_would\like for/you to do is

elgp in aXJemotracy o
tre tax system.

oWh on th

it. weye unwholespme fgr con tuentyto put pressyre on their Con-
gresg about what'to do about ﬁ_xes,. ' ‘ '

It

tell me how

ygu could expect.anyt
* {Mr. Sorrey. Itd
Senator

nstituents. N
Mr. Surrey. In the sense f)@v\e

part of your

gthening yoﬁr han ,Vr‘ather than

] ) R, (xio\w-‘é, ¢ it i8 a Ijttle moro easy
in Yhandling \thig job to t they -ask you to doj/than to try to
nere the strain

© 028y

vant o do. ¥nat is

comey from. . . A A / Ty _
© Mr.Qurrey. If@ were all unanimos, it woul i

Sena at is an additional

Kerr. I did that.  You see,
element that you injectin it, o S »
;. Mr. Sozrey, I mesn my general impresgion is, for example, if all
the suggestinns™that were made to this“€ommittes were agopwd," it
would be a rather intéresting tax-gystém: ...~ . o -
Senator Kerg. It is interesting as it is now, without having im-
plemented all of them. [Laughter.] SR ‘

- It has developed to a fairly interesting stage as it is. That is the

reason I have a great deal of concern about the abundance of sug-
gestions as to how it should be increased and added to our problem.
‘Mr.. Surey: Well, I would have thought that the goal would be

a reexamination of the tax system to see how it coald be improved

and altered =0 that any unfairnesses or difficult ipressures could be
eliminated. .* ¢+ . 0 T Can o rin
Senator Kerr. The people in my State sre. interested in:any re-
appraisal of the tax structure that would reduce it. - They are not re-
motely'interested in any reappruisal of it for the purpose of broaden-

ing it and increasing it. ~ ~
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Mr. Surrey. Iagree, and I havenot said that.

Senator Kerr. Then I misunderstood ; honestly, I have.

Mr. Surrey. I have not said increasing taxes. I have said .there
should be a reappraisal in the light of the rate structure and the rec-
omraendations involving a reduction of rates were part of that
apg::aisal
- Senator Kerr. The only rate you have talked about reducing was
that 90 percent down to 65, and that leaves the majority of the folks
unaflected. :

Mr, Surrey. There is also a recommendation consistent with rev-
enue needs—the other rates should be reduced, too In other words,
a reexamination of the tax structure might make available opportuni-
ties to reduce the rates in all brackets in the light of the needs of
the Government af, that time, and I would have the hope that that
could be accomplished.

Senator Kerr. That is all, Mr. Chairman.

The Cramaan. Senator Williams. _

Senator WirLiayms. Mr, Surrey, I would like to summarize just two
or three points that have been raised, to make sure I understand them
correctly, and I will make them brief.

No. 1, I understand you have said ]_Zé)u think we should regpeal the
present exemption on social security benefits; is that correct?

My, Surrey. Yes, I made that recommendation.

Senator Courtis. Would the distinguished Senator yield right on
that point?

Senator WrLLrams. Yes.

Senator Curris. How are you going to repeal something that has
never been enacted ?

Mr. Surrey. You are quite correct.

Senator Cortis. That was by Executive order, was it not?

Senator Wirriams. I will put my question this way, then:

Do you think Congress should enact a law which should tax social
seourity benefits? I will put it in the affirmative. Do you think
they should ¢ &

Mr. Surrey. My recommendation was that at that time this Con-
gress should make social security benefits includible in income. I
presums along as any other pensions are included.

Senator WiLrra»s. Now, that same recommendation would be that
Congress should tax the railroad retirement benefits, too; is that
correct

Mr. Surrey. Yes, I would suppose they go together.

Senator WiLriams, Yes. ;

Now, in connection with the capital gains treatment, it is my under-
standing that your recommendation was that Congress should give
consideration to taxing capital gains upon death prior to the com-
putation of inheritance taxes, and also in giving consideration to an
increase in existing capital gains rates was contingent upon an accom-
panying reduction in the surtax rates from 90 percent down to 6b
percent ; is that correct ¢

Mr. Surrey. Any change in the capital gains rates is linked up with
-the reduction in the top surtax rate. ~ ‘

- Senator WirLiams. Down to 65 percent?
- - Mr. Surrey. I would not want to be held to 65. It might be 60.

T
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Senator Wirniaxs. Well, 60 or G5 percent.

Mr. Surrey. Yes, a substantial reduction in those rates.

Senator WirLiams. Yes, '

Now, in line with the questions of the Senator from Oklahoma,
what benefit would that do? Assuming we enacted that to all of the
millions of taxpayers who were presently below the 60- or 60-percent
rate, you will agree that that would mean an increase, with no cor-
responding henefit, is that not true, under the basis of the argament
you just made?

Mr. Surrey. It would,yes. ButI would think—— )

Senator WiLLiams. I mean, is the answer to that question “Yest™

Mr. Surrey. It would be no benefit to those persons,

Senator Winriams. Under your planned reduction of a surtax
rate that this increase in capital gains rate or the taxing of capital
gains upon death, as you are planning, being made contingent upon
a reduction in the surtax rate to 60 or 65 percent, and assuming that
recommendation was carried out, it would %ive benefit only to those in
excess—who are paying taxes in excess—of 60 or 65 percent, and the
millions of taxpayers who were below the 60- or 65-percent rate would
]mveo the increase without any offsetting compensation; is that not
truey

Mr. Surrey. That is true. May I just add the statement, Sena-
tor—-—

Senator WiLLians. Yes. -

Mr. Surrey (continuing). That I would think if the top rates were
reduced to 65 percent, inevitably that would require a reexamination
i))flthe progressiveness of the rate structure with respect to the brackets

elow. .

Senator WrLL1ams. Yes. But those below the 60 would get a reex-.
amination, and those above it would get the reduction, and there
would be nothing except reexamination. [Laughter.]

Mr. Surrey. I would not ‘ ‘

Senator Wrrriamg.  You will agree with me that there is not much
relief, tax relief, in an examination ¢ , ' ‘

Mr. Surrey. If the examination went no further than examination.

Senator WirLiayms. Yes. '

Now, one further thing: S . : .

Did you make any recommendations in connection with a reduction
or an increase in the present exemption of $600? : B
* Mr. Surrey. No, sir; I had assumed there wonld be under our sys-
tem a minimwn exeinption, whéther it is $600, more— =~ '

Se?nator WiLtams. You made no recommendation in that ¢onnec--
tion? - S e ‘ S e

‘Mr, Soreey. No,sir, -~ = I R
- Senator WiLLiaxs. In recommending that social security benefits'
and railroad retirement benefits be taxed, did you recommend repeal of
the existing $1,200 exemption which thosa'over'65 get? Do you think
ihat is an advantage over and above otlier. taxpayers, or would you’
recommend a continuationof thatt .~ .~ - o 0 T

“Mr. Striiey. At 'the time I made those recomimiendations, T did not -
recommerid a change in that additional $600 of exemption for those'
over age 65, which wotild give them $1,200, "It was in that context that
that recommendation with respect to social security changes was made
because the result is that the change'in social securty would hot place
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very many })eople in any different position than they are today, in view
of that double exemption,

Senator Wirtiams. Now, in connection with life insurance, I find
before the Ways and Means Committes you made this statement.:

Individuuls who invest in life insurance receive preferential tax treatment in
that they are not currently taxed on the interest accumutations earned by their
policies, and, since the proceeds of the insurance are not taxable income at death,
the interest goes untaxed.

Do you recommend that the proceeds of life insurance policies
should be taxed at death or what changes would you make 1n your
recommendation ?

Mr. Surrey. I have not made that recommendation.

Senator Winriams. What recommendation did you have in mind
that there should be a change in existing laws as it relates to that?

Mr. Surrey. As I recall, I had no specific recommendation on that

olnt,
P Senator WiLLiams. What did you have in mind when you said that
they received preferential treatiment under existing luws{

Mr. Surrex. Well, in the sense that the interest accumulations on
life inzurance are not taxed, whereas the interest accumulations on
other savings are taxed. A

Se}mbor Wiruiams. And you recommend that they sheuld be taxed
now ?

Mr. Surrey, I think it is a matter that should be considered. I
have not made a positive recommendation on it because it is one I have
not studied fully. _

Senator WirLiaas, Well then, how did ¥ou arrive at the decision
that under existing laws they receive preferential tax treatment if
you had not nrrived at any opinion ¢ L ‘ :

Mr. Surrey. Well—— - ‘ ‘

Senator WiLriaas, You must have had some opinion or you could
not have said that they received preferential tax treatment.

My, Surrry. I think there  a difference, Senator, between saying
that this particular item, this particular saving, is treated differently
from another saving. Now, whether there should be a change made
or not is a separate question. i

One is to just ses what the system is, the next is to see whether or
not any changes should bemadeonit., = Lo

X think it 1s proper to point out that if you do invest in life insur-
ance, and constantly this was pointed out by any number of the publi-
cations in the tax field on how to save taxes, one of the points is that
you invest in life insurance, and you dosave taxes, o

Now, whether it is—that might be an existing situation, and it might
be very desirable, on the other hand, in view of the interest, over-
riding interest, in life insurance to continue that particular provision.

Senator WiLiams. Now, in order to close this question out, on one
which there could be no controversy, and I am sure we could all be in
complete agreement, would you state to the committe your position
on depléetion allowance and your recommendations, . . . .

Mr. Surrey. On that I said that there should be study of the per-
centage depletion and other tax treatments of natura] resources, 4

Senator Wirtiams. I think the President said a study; if I recall
cotrectly, you said there s,!iouldbe a redction, o ,

jﬂer;suy Y. No,sirjLhavenot. . . .

7
v
fpit
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Senator WirLiaxzs. Have you ever advocated a reduction of deple-
tion allowance?

Mr. Sorrey. That, I mean that, is difficult to say “Never.,” My 1959
statement, which was, I guess, the latest statement, said only there
should be a study of the percentage of natural resource depletion.

Senator Wirriaxs. How, in your statements prior to that, did you
state—is it not true that you have recommended that this s 1ou1dy be
reduced, that it constitutes preferential treatment?

Mr. Surrey. I frankly, Senator, do not recall one way on the other
on that. I find that a person writes a good deal, and some of it passes
out of his recollection. But the time when I considered the matter
in 1959 I said there should be study of the matter.

Senator WrLiams., And you have no recollection of ever having -
recommended a reduction or stating that it was a preferential tax
treatment in that connection ¢

Mr. Surrey. There is nothing in my mind that stands out one way
or the other on that, either yes or no.

Senator WiLLiams. At the moment I will pass.

The Criamman. Is it the pleasure of the committee to continue or
to recess?

Senator Bennerr. Mr. Chairman, I would like to talk to the wit-
ness for about 10 or 15 minutes.

The Crairyan, I suggest that we recess until 2:30.

Senator TarLADGE. §ir. Chairman, what was the determination of
the Chair?

The CaamaaN. Is it the pleasure of the committee that we should
continue for another 30 minutes?

Mr. Sureey. I will try to make my answers briefer, Senator.

"fh?( CnamrmaN. We will adjourn until tomorrow morning at 10
o’clock.

(Whereupon, at 12:30 p.m., the committee was adjourned, to re-
convene at 10:25 a.m. on Thursday, March 23, 1961.)
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U.S. SENATE,

Coxrrree oN FINANCE, :
Washington, D.C.

. 'The committee met, pursuant to recess, at 10:25 a.m., in room 2221,
New Senate Office Building, Senator Harry Flood Byrd (chairman),
presiding. o ' : C ' o

Present: Senators Byrd (chairman), Kerr, Long, Anderson, Doug-
las, Talmadge, Hartke, Williams, Carlsoi, Bennett, and Curtis,
- Also present: Elizabeth B. Springer, chief clerk. ‘ ‘

The Cuatryay. The committee will come to order.

Mr., Surrey, will you come forward, sir? |

Senator Long, have you got any questions? -
. Senator Lona. No, Mr. Chairman,

The Cuairaran. Senator Carlson. o ' )

Senator Carwson. Mr. Surrey, our associations on tax problems, I
think, go back to some of ‘the days when swe served together, at least
I happened to be a member of the, House Ways and Means Commit-
tee during a time that you were in service in the Treasury Depart-
ment, I believe? ‘ ; ﬁ :

STATEMENT OF STANLEY §. SURREY, NOMINEE TO BE ASSISTANT
_-SECRETARY OF THE TREASURY—Rgesumed |

Mr. Surrey. Yes, sir, SR \"' . “; L e

- Senator Caruson. And we had many discussions, and I, think I
would be less than frank if I'did not stafe that while we did not al-
ways agreeon some of the tax proposals that came up from the Treas-

NEE
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ury at that time, I would want the record to show that you did pre-
sent the Treasury viewpoint in a very outstanding fashion, and
supported the position of the Treasury.

May I inquire—Ilet’s see—you were in the Treasury in 1937 to 1947.
Who was the Secretary of the Treasury or were tfle Secretaries of
Treasury?

g Mr. Surrey. Secretary Morgenthau, Secretary Vinson, Secretary
nyder.

Senator CarusoN. They were the three Secretaries ¢

Mr. Sorkey. Three Secretaries,

Senator Carrsox. That you were serving under during that period?

Mr. Surrey. Yes, sir.

Senator CarLson. Previous to that time you, I believe, were with the
National Labor Relations Board or——

Mr. Surrey. Yes sir; with the National Labor Relations Board;
and prior to that time with the National Recovery Administration.

Senator CarwsoN. Who was the head official in the National Recov-
ery Administration at that time?

Mr. Sorrey. National Recovery Administration?

Senator Carison. Yes. .

Senator BENNETT. Johnson. J-o-h:n-g-o-n.

Mr. Surrey. Hugh Johnson.

Senator CarLsoN. Hugh Johnson: In other words, those were the
days of Harry Hopkins and Henry Wallace and many others; is that
about right?¢ ‘ ‘

Mr. Surrey. Far removed from me. I wag just a young lawyer.

Senator AnpersoN. Don’t confine it to Harry Hopkins. vgyndon
Johnsgon and I were the National Youth Administrators; get the whole
picture. ,

‘ Senittor Douctas. I was very proud to support that group, I may
say, also.

Jenator Carrson. I will say to the Senator from Illinois that I
served through that period, and I had the privilege of observing the
operations of the entire organization. oo ‘

So at that time you wére in the Treasury, and T believe we had
before the Congress at that time legislation which provided for the
current collection of income taxes? o

Mr. Surrey. Yes, sir. : a ,

Senator Carrson. I believe that was during the time of Mr. Vinson
as Secretary of the Treasury. , '
- Myr. Surrey. Yes, sir; and I believe earlier under Secretary Morgen-
thau during World War IT. o .

Senator CArLson. At that time I believe the Treasury was opposed
to the working out of a program of collecting income taxes currently;
am I correct in that? '

. Mr. Surrey. I think the history on that was sort of a bit tangled
up.” If T can recall it all, the Treasury wag in favor of withholding
on wages and salaries, and other groups wanted o go aliead on current
collection on an estimated basis, and the Treasury finally came around
to that point of view. - T T
.- Senator CarusoN. As a matter of fact, I togk a rather personal
interest In it myself, and had som,ethiqut,c{ de with trying to get the
and T shall never forg é; %e

legislation through the House, r forget, and I want

[
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the record to show this, that Mr. Vinson, who was opposed to it at
that time, had to come back before our committee about 2 years later,
I believe, and I had the privilege of asking him what the effect of it
had been as far as tax collections were concerned, and I think the
Tecord will show that the making of tax collections current had
brought in at least $5 billion additional taxes.

Now, in view of the situation that has taken place since, do you
believe we could have operated the Government with the present
great tax take without having current tax collections?

Mr, Surrey. No, sir; I think your position was thoroughly sound.

Senator Carwrson. I wanted to bring it out because the Treasury at
that time, we did have some problems with it, and you were in there
at that particular time, . ’ ~

The Congressional Quarterly mentions the fact that President Ken-
nedy had employed 29 task forces, and were you chairman of the
one that dealt with taxation or a member of it ?

Mr. Surkey. I wasthe chairman,sir.

Senator Carrson, The chairman of the task force committee.

I notice this same article states that an average of 1 person for each
of the 29 task forces received an appointment to an important policy-
making post within the new administration. Now you have received
the appointment. Is this a reward for writing that tax report?

Mr. Surrey. I do not think I can speculate on that at all. X
just—— :

! Senator CarusoN. Arve there other members of the committee who
-served? on the committee on taxation who have received appoint-
‘ments ‘ : .

Mr. Sorrey. Professor Caplin was 8 member of the committee and
“he is now Commiissioner of Internal Revenue. - . ,

Senator Carrson. We will give him credit, for getting the appoint-
‘ment then. I wanted to mention it because I am sure you have gath-
-ered from the questioning before this committee that there is great
concern and great interest in the réport that you submitted to Presi-
.dent Kennedy, and I think—I do not know '{ether it has been mei-
-tioned, but I think—it is generally known that this committes has
requested to see this report, and I am not criticizing you for not sub-
mitting the report, at all, but I would say, very frankly, that I be-
“lieve in your interests and in the interests of the country, that report
-should be made available. A o

In other words, I, knowing you as a good friend of raine, as I do,
I think it would, from your standpoint, would have been fortunate
“if it had been released or, at least, submitted to the committee. =

[hat is one of the reasons, in my opinion, why we are so concerned,
-and we are asking these questions, becauss ihey are going to be very
‘important when it comes to arriving at tho tax policy and submitting
. them to the Congress and to the cotintry. ‘ _ o

In this task force report that you submitted, did you go into tax
-problems’of the aged, forinstancey = -~ 7 T T
. Mr, Sppeey. Senator, this does pitt me in o difflclt position be-
- cause, as I say, this was a confidential repott, and it is ﬁhﬁlt}f'l‘eéiaegit’e
responsibility, and T suppose his position might be that if every. re-
_Dott he gets must be disclosed it.may make it difficult; for hir, the
President-elect, ‘or any President-eléct, to obtain information,
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Senator Carcson. Mr, Surrey, I certainly do not want to embarrass
you. I did not want to put you on the spot. But the members of
this committee do have sone responsibility when it comesto writing tax
legrislation. I think we are entitled to at least get some knowledge, at
least some background, which we do have, hased upon what you have
written in the past as to what we might, expect in the way of recom-
mendations when it comes to taxation of income taxes, taxes on coop-
eratives, taxes on depletion, taxes on capital gains, and that is the
basis, I notice, for these questions.

- Now, of course, you have written many articles, and- I think some-
one said, “Oh, that I had not written a book.”

Senator ANpErsoN. “Oh, that mine enemy had written a book.”

Senator Caruson. “Oh, that mine enemy would write a book.”

- T wanted to* get it right, and I shall not dwell on it at any great
length, but you did write an article in Collier’s magazine, March 30,
1956, and 1 read it previously and I have reread it again, in which you
discuss income tax exemptions.

. The heading is “Do Income Tax Exemptions Make Sense?”

‘T was particu’arly impressed with some of the sections, and I am
not going to go into detail in regard to several of them, but in regard
to tax exemptions for elderly couples, for instance, you made some
interesting suggestions.

For instance, I am going to read a sentence from this article, found

on page 28: : _
_ What of the young married couple with a salary of $6,100 a year? Their $0,100
buys no more than that of the elderly couple. Yet the young couple must give
$8064 of their $6,100 to the Government. o s
" 1 mention that because you say that we give tax exemptions to
favored groups. Lo S o ,

Now, would you be opposed to tax exemptions we are giving the
elderly in this Nation® =~~~ = . = |

Mr. Sorrey. I am’'not opposed to all'of those exemptions. The
matter that troubled me, Senator Carlson, was that as'a result of the
accumulation of all the exemptions, you do get situations—for ex-
ample, the married. couple over 65, $135,000 of capital yielding an
income of $6,100, that does not pay any incoms tax, and it seems to
me gs part of a broad program of revision that Congress might want
to consider whether the cumulative total of all the provisions in the
lnw relating to. persons over 65 had become too génerous or not.

" That does not, mean to say that in the end there would be any change
or to say what the change would be in ‘the end.". But' rather the
thought that over the years tliese various provisions had been added,
and that the Congress might a ro}‘:riate,y ¢onsider it desirable to
consider the cumuﬁlﬁiv'e effect ofr:_gl the provisions, and to see whether
it thought all the difference in treatment between those over 65 and
those under 65 wasproper, .~ . o 4

Tt miglhit well bé a' proper reflection of public policy, .1t was one
magtor T thought that ought to b eximind, .~ .

* Séiiator CarLson.’ Fot instance niow, those over 65 years of age can
siégdii‘é.ﬁstih@ir’ ‘.méYd.icﬁﬂ ‘expenses ‘without any ‘percentage deduction.

Mr, . Yes, .U e e
i ‘Seﬁat‘mf’; }'A,gi;go;r; 'Dbyou think that should be changed? =~

.-
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Mur. Surrey. T have not particularly considered that one way or the
other. T can see more reasons for that than some of the other matters.

Senator CarisoN. Those are some of the problems, and when you
begin to discuss it, as you do in this article, it makes one wonder when
you sit up here behind this dais how far you are going to recommend
when these recommendations come up, and I am looking forward to
the time when they will be coming up here. That is the reason I to-
gether with other members of this committes am so concerned to get
your most recent views.

I realize that was written in 1956, and I so stated.

Mr. Surrey. Well, I appreciate your situation, sir; and, as I say,
the views I have expressed and the views you have reference to, were
views that I expressed in my writings asa professor. _ ,

It is incumbent, I think, upon professors to express their views;
they are requested, most often by the Congress, to express their views,
to s;lggest to the Congress what i3 some of the thinking in various
circles.

However, there is a vast difference between recommendations and
thoughts when you have the responsibility of a scholar or professor,
and recommendations and thoughts when you have the responsibili-
ties of a public official.

Senator CarrsoN. Mr. Surrey, I know from personal experience
and past history of your ability as a tax attorney, a tax lawyer, I
hope that you will come up here with tax recommendations that will
keep in mind some of us on this side of the dais who must make these
decisions, and I know from the past that this committee will be able
to work with you, as we did in previous years. I may not zlways sup-
port your position, but I will have to admit that you know the problem,
at least,

Mr. Surrey. Thank you, sir. v

It is my intention to obtain as much guidance and wisdom as I can
from the members of this committee before programs are proposed.

Senator Carcson. Thatis all, Mr. Chairman.

. The CHATRMAN. Senator Anderson, ' ‘
" Senator ANperson. Well, Mr, Surrey, you may have concluded
from some of my questions yesterday that they were unfriendly, so
I can start off perhaps with some friendly ones. '

When did you write this tax report that they speak of, this task
force report? : ' ' ‘

Mr. Surrey. It was in December, the latter part of December.

Senator ANpERSON. When was it submitted to Mr. Kennedy ?

_ Mr. Surrey. I think January, about the first week in January—
January 9. ‘ ‘ :

Senator Anpersox. He resigned from the U.S. Senate early in
January, as I recall, because of the appointment situation. Did you
submit 1t then as a private citizen?

Mr. Sureey. Did I submit it to a private citizen?

Senator ANpERsoN. You were submitting it——

Mr. Surrey. To Mr. Kennedy as President-elect.

Senator AnpersoN. He either was a private citizen or was about
tobecome one,

Mr. Surrey. Yes. ' ‘

Senator ANpErsoN. I am only trying to establish that if this were
done to the then President of the United States it would have one
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standing. But if it is submitted to a man who is about to take office
it can be a private communication to him for his own guidance. Did
yousoregardit? '

My, Surrey. Yes, sir.

Senator Axpersox. You have been active during some of these pre-
vious years when President Eisenhower was coming into oftice. He
sent a task force in here and they spotted them in every department.
Henry Cabot Lodge worked as general coordinator; the men were in
every agency.

I do not recall that everything they wrote was submitted to the
Congress as an indication of their feelings. Do you recall that they
were?

Mr. Surkey. No, sir,

Senator Axperson. I am glad of that because I do think the Presi-
dent has a right before he takes office to ask anybody he wants to, and
regard the communication as privileged if he cares to do so.

Now, the question was asked if you regarded your appointment as a
reward for writing that report; Mr. Caplin whether im regarded his
appointment as a reward for it.

ou had a reputation as an expert in taxation, a tax expert, who
served in the Treasury ?

Mr. Surrey. That is right, sir. A

Senator Anperson. He selected you to write the report, because of
your reputation in that field. Mig?xt he not have selected you for this
job for the same reputation ?

Mr. Surrey. I would like to hope so.

Senator AxpersoN. I would like to hope so, too. T do not think
these are always rewards. I know that my insulin intake went from
5 units a day to 55 units a day while I was serving in the Department
of Agri~ulture, and it was no reward as I saw it. ’

Nov, to get back into the criticdal mood again. [Laughter.]

Well, I have to telegraph these punches, I guess.

You have some comments on natural resources that have been
referred to, and because of the situation in my State I would like to
have a little clarification. ‘

Investors—

this is from pages 818 and 819 of this Columbia Law Review article
that has been quoted a good deal in the last 24 hours.

Investors in natural resources receive special treatment in a varlety of ways.
For one, percentage depletion at rates ranging from 2714 percent for oil and gas
to b percent for clay, operates to exclude a portion of the gross income from the
natural resource property even after the investment cost have been. fully
recovered, ’

- Now, in my State in one particular county for a long time 90 percent
of all the potash that was available in the United States was mined.

Do you feel it is wrong to grant a depletion allowance for the deple-
tion of that potash supply that has been developed ? .

Mr. Surrey. Well, no, certainly not. wrong to have allowances for
depletion, - L . S

Senator ANbpersoN. How would you know when the investment cost
had fully been recovered, when just the cost of sinking the original
shaft was recovered . D . .

T ask that because the discovery of the original potash was a result
of the drilling operation for oil. SnowdengMcSweenéy, ‘as I recall,
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was drilling a hole for oil, and ran through the potash slats which
they, by mere accident, happened to identify.

Therefore, zince they charged off that hole to their oil drilling oper-
ations, thers was no cost to it. It would be pretty hard to decide when
the investment cost had been recovered.

Mr. Soreey. That would be, under those circumstances-—I'm not
familiar with it firsthand—there would be problems of allocation of
costs between various operations.

Senator A~persoN. Well, it has passed into completely different
hands. '

Mr. Surrey. Yes.

Senator AnpersoN. From my standpoint, since I was the person
who wrote into or had written into the law the depletion allowance
on potash, I might hope it would be regarded as almost the last word

in hveman wisdom. will leave you to your own opinion on it.
[Laughte.ra.
What about lead and zine? The Senator from Oklahoma, Mr,

Kerr, is the author of one lead and zinc bill, and I am the author of
another.

Senator BENNETT. The Senator from Utah is the author of another.

Senator Anperson. Yes, but it does not have the same chance of
passing. [Laughter.] o

Now, when he was a Member of the Senate, President Kennedy
voted for a lead and zinc bill, and the Senator from Oklahoma 1s
interested in the #mall producers, and I am interested in some of the
Iittle larger ones hecause wo clo nof, happen to have any small ones in
my State, and you must bear that constantly in mind, as you well know.

So the Governraent is now interested in trying to do something for
lead and zine. If you would take away the depletion allowance for
lead and zinc, woaldn’t you plunge them into a more difficult situation ¢

Mr. Surrey. Scnator, there is no question that the percentage de-
pletion and the whole treatment of natural resources is a very complex
question because it is tied up not only with the tax law but with what
our national public policy is with respect to the development of various
natural resources. For that reason I could come to no conclusion on
my own on the matter. '

Senator ANDERSON. Do you have an open mind on this?

Mr. Surrey. Yes, sirj completely on this point.

Senator AnpereoN. You recognize that it is part of the task of a
Government. agency to imnplement the law as passed by the Congress?

Mr. Surkey. Itistheduty.

Senator AnpErsoN. And these laws have been passed by the
Congress. ,

Mr. Surrey. Yes,sir. »

Senator AxpersoN. Therefore, there couldn’t be advice as to what
might be the future course, but that does not necessarily involve a
compaign to get rid of them, does it?

Mr. Surkey. No,sir. ‘

Senator Douaras. The rest of us will provide the campaign, Sen-
ator Anderson. ‘ :

Senator ANpersoN, Iknow that; I know that. ,

I have been sitting next to Paul for a long time, and he and Mr.
Williams can be depended upon to cover the problem. :

i
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. Now, copyer is in the same category—1I do not want to ga through
everything that we had.. But we have coal, we are a typical State
with many of these natural resources, a~ 1 I know we would like to
feel that you have an open mind on that. Do you have an open mind
on oil and gas? AR . - :

Mr. Surrsy. Yes,sir. : . » ' ‘
© Senator AxpersoN, Good. I think I will leave it right there.
{ Laughtev.] , :

Well, it is a matter of long argument. We had it up and down in
the lact campaign as to what the Democratic platform Iilank meant,
and having participated in the writing of it, I though I knew what
it meant until I heard the interpretations of it.. :

Now, the phrase that worried me a little bit on capital gains was
this one— ‘ T ‘ ’ ‘
by an ill-considéred and unwise technical decision capital gain treatment was
accorded to lump-sum peunsion plan payments on retirement.
~ Ithink I joined Senator Douglas maybe in protesting on these very
large payments that were made to people retiring from corporations
where their salaries had been in the neighborhood of $200,000 and
$300.000 a year. o

. Do you feel there is a difference between the type of lump-sum

JI)a ment, as to whether it should be given capital gains treatment?

o not quite understand that; there are instances where this seems

to be essential that people be allowed to draw their pension plans in
one lump sum,

Mr. Surrey. Well, yes, I think that is true. I once was curious
about whether this was necessary or not, and looked into it, and did
find under a number of pension plans arrangements there are, as you
say, & number of instances where it has to paid out in a lump sum.

Jenator Awperson. Don't you feel that pension plans are a_good
thing, or doyou?

Mr. Surrey. I believe they are a good thing.

Senator ANpERsON. You said in this article:

It is clear that there is a steady drive by organized labor to have employers
Increasingly bear the living expenses of their employees. .

Can you explain what you mean by that? - .

Mr. Surrey. There I had reference to another area which, I think,
is troublesome, and as to which I had reached no ¢onclusions, and that
was the area of the so-called fringe benefits, the question of board and
lodging, life insurance, and so forth, where the employer bears the
cost. ’ ’ :

Senator ANpersoN. Isn’t there a difference between board and
lodging and life insurance? o

Mr. Surrey. Life insurance premiums paid for by. the-employer.

Senator AnpersoN. Yes. But isn’t there a difference between
them? Don’t you think there is a difference? One is sustenance.

I have a little—I did have a little—business in which I put in a
life insurarce program in order to assure stability of employment.
I wanted the same pecple there year after year. But I did not feed
them. You do not think there is a‘difference?"

Mr. Surrey. I think there is a difference between these matters, and
that is why the area is so difficult.
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As to how to handle these fringe benefits, board and lodging, for
example, distinctions are drawn whether it is on the premises of an
employer, off the premises of the employer, and it is this area where
there is considerabYe uncertainty in the law,

- Senator ANpERSON. Do you think the employer does it as a means
of charity ? - :

Mr. Surrey. No, sir; as a means, I think, of general compensation
in the large sense of the term ; that is, as & means of

Senator ANpersoN. Could it not be for his own benefit, I mean the
establishment of a cafeteria so that an employee does not have to ﬁulp
down a sandwich and some sort of a soft drink, but is allowed to have
hot soup and a light lunch; isn’t that for his own efficiency in the
factory or wherever he may be? '
~ Mr. Surrey. I think itis. I think that would be the reason for it
basieally. - . S

Senator AnpersoN. There is nothing wrong with that, is there?

* Mr. Surrey. Theye is nothing wrong with any of this. The problem
is, in a sense, how it is to be treated under the tax laws. There is
nothing wrong with it. o o

Senator ANpErsoN. Well, you said on fringe benefits:

~ Congress, prodded apparently by the Treasury Department in recent years—
I do not know just which recent years that refers to— |

has been drifting in the direction of withdrawing eimployees fringe benefits from
income tax coverage, the recent statutory example of simply excluding em-
ployer-provided medical benefits, board and lodging furnished by the employer—
to which you have just now referred.

Some of us are interested in medical care for the aged. Do you re-
gard that agimproper? : -

Mr. Surrey. No,sir. ' :

Senator AnxpersoN. Well, that will probably lose you as many votes
as it will gain you on this committee, but I thank you for that answer,
because I believe that it is a wise provision, as inany of these other
things are. :

Senator WirLriams. Do you have an open mind on that one, too, or
ig that fixed ¢
- Mur. Surrey. That does not fall within my jurisdiction.

Senator ANpersoN. If you keep your mind closed on that, there are
only a few people with determination on that question. : '

hild care deduction is on the borderline, -

‘What worries you about that? - |
- Mr. Surrey. I suppose the same thing that worried the Congress
when it adopted it. It was a very restricted deduction. It was
hi%l‘xly limited. - ‘ ) ' R "
- There are a lot of special rules connected -with it, and it is not
claimed in very large amounts because of the limitations that are put
on it by the Congress, and it is a question whether the law should
have been complicated to that extent. T ‘ '
. The difficulty of the question, I think, was shown by the fact that
it occupied -so much of the attention of the Congress in 1954, and the
final solution was a complex solution, severely limiting the scope
of the deduction. : - .
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Senator AxpersoN. I do not want to take up all the time, but do
%oou have any firm view on this question of capital gains treatment ?

ou see any benefits in capital gains treatment, ¢

Mr, Surrey. Certainly. . : )

Senator AnpersoN. Don’t you believe it contributes to a little veloc-
ity, at least, in our stock exchange ‘

Mr. Sorrey, The problem is a complex one again, but it does con-
tribute to increased mvestments in equities in large and small com-

nies. . :

Im&‘mm),tm' Anperson. I think that is all, Mr. Chairman.
. The CHAIRMAN, Senator Bennett,

Senator BenNerr. Mr. Chairman, thank you. )

Mr. Surrey, you, I understand, have had previous experience in
representing the Treasury in helping taxwriting committees write
tax bills?

Mr. Surrey. Yes, sir. ‘ ‘ :

Senator BexNert. I am sure the experience of today and yesier-
day is just kind of the experience which has tended to sharpen you
up again and make you realize that this is still a problem even though
you have been out of it forawhile., ' . '

Before I get down to my questions, I am inclined to infringe on
two things. I have been sitting here waiting for some kind of an
excuse to get the word “Surrey” and the word “fringe” togethdr, and
?inatoll; Aliderson supplied that, and I am very grateful to him,

Laughter.]} o ' :

No{gv, the other little bit of wisdom I wduld like to give you is a
variation on the quotation that was thrown into the discussion earlier
about what happens to people who write. o

My father used to quote the old statement of “Do right and fear
no man. Don’t write and fear no woman.” - .

Now, I think we will have to amend that and say, “Don’t write
and fear no committee of the Senate,” because much of the ordeal
you have been going through has been built upon statements you made
and had ublisied In situations, where, I am sure, you never expected
thgy would be used for thé purpose for which they have been used
today. ‘ o

Bgt this is & game, and every member of the committes thus far
has played it; and- I cannot resist the opportunity to continue. So
relax and we will go on with these questions of what you have written.

Senator Kerr. Will the Senatoryield? -~ - "~~~ - -

Senator BenNgrr. Yes. o I .

‘Senator ‘Kerr, Thé Senatoir from ‘Oklahoma would admonish the
witness not to velax. [Laughter.] - =~ ot

Senator Bennerr. This advice was given to you by a member of
the other party who will be in control of the committes when you
come up before ws. A - o

I:would like to take you back, firat, to this article in the Harvard
Law Review, 1957. You covered a lot of ground in' that articie and
on page‘llﬁé and page 1167 you got around to the point of making
some comments about the congressional tax staff. - You are going
to have to work with these fellows in the next few years, and I think
this is an opportunity for you to shed some of the implications that
that article contained and put yourself back in better position.
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You said :

The description of the Treasury as the principal and, often, the 3cle defender
otfa ‘trax fairness, calls for a consideration of the role ot the congressional tax
-8

Now, the implication in that statement is that Treasury is the de-
fender of tax fairness, which means that the tax staff is not.

I am sure you did not mean it that way.

Mr. Surrey. No, certainly not.

Senator BENNETT. You goon tosay:

The role of the head of the staff and the staft is a difficult and unenviable
one,

I will not read all of this, but you finally come up and say:

" The speclal interest groups cannot appear in the executive sessions of the
«committees. The Congressman sympathetic to their point of view is not tech-
nfcally equipped to present their case, He tends to look to the chief of staff
to assume that task. Further, he looks to the chief of staff to formulate the
technical compromise which will resolve the dispute. between the special in-
terest group and the Treasury.

Because of these institutional pressures the chiet of Btat'z is often the op-
bonent of the Treasury before the tax committees.

Do you a pl oach this j % ob with the feeling that e'ou ave gomg to be
the inevitable opponent of the chief of our tax staff

Mr., SURREY. do not think “opponent” is a well-chosen word.

Senator Bennerr. Would you li l'{)(e to suggest a substitute

Mr. Surrey. 1 Would like to suggest gmt we work cooperatively
in-the solution of these difficult  problems before the committee,

Senator BeNNETT. Is it not true that in the event of a bill which
would fall within the purview of your article, a bill proposing changes
in the tax law which might affect one group more than another, that
the Treasury has its opportunity, at least in the pattern of this com-
mittee, to present its point of view in executive session? - -

Mr. Surrey. As I understand it, this commlttee always hears the
‘Treasury in executive session ; yes, sir. :

Senator Bexnerr. And don’t you think we should hear our tax
staff in executive session alsot

Mr. Surrey. By all means, certamly : '

Senator BenNerr. Do you think that this mves, what you refer
to in this article as the special interest groups, an ndvnntage whxch
thev should not have. ot

- Mr. Surrey. No, sir. ‘

- Senator Bennerr. Do you have confidence in the competence of
the staff that serves the two committees? :

Mr. Sorrry. Certainly. -

- Senator BENNETT. Amd will you approach your work mth them
in a spirit of cooperation and rot in the spirit that was indicated in
this unfortunate word that they are often the “opponent” of the

Treasméy
URREY. Certauﬂy I do not see how we could suoceed eat all
-xcept in that cooperative gpirit,

Senator Bennerr. If and when there is a dxsagreement, dxfference
of opinion, and the members of the committee are forced, as the
are, to make a choice between the Treasury position and that whch
might be recommended by the tax staff, you mll nct feel too badly 1f
we vote against you? ~

Mr. Surrey. Notat all sir, -
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Senator Bennerr. Well, I am happy for this, because this par-
ticular article has left & bad taste in the mouths of some of us who
have tremendous confidence in the competence of our staff, not only
their competence as specialists, but their willingness to be salf-effacing
and to accept the decision of the committee with very good grace.

Now, there are two areas in which you have written or spoken
which none of my collengues thus far have questioned you about, and
I would like te bring them up very briefly.

By the accident of histoery, iu the hearings bofore the. Ways and
Means Committes’s Subcammittes on Foreign Trade Policy held in
December 1958, both you and Secretary Dillon appeared, and in those
hearings you took exactly opposite positions with resnect to the treat-
ment of foreign tax credits and the handling of foreign tax problems.
. Mr. Di.roN stated: ,

" In our current tax treaty megotiations we have introduced an kmportant in-
novation., We are preparicg to give tax credit for certain income taxes spared
as if they had, in fact, been collected abroad.

- I think in those same hearings you took a rather strong position
in opposition to this point of view. You opposed any statutory
changes which would liberalize tax incentives to U.S. businesses in-
vesting and doing business abroad, and you stated:

There are no fundamental corrective changes to be made in the interest of
foreign investment, and no major proposals to reduce the burden on foreign
income relative to domestic income that deserves support.

I supposs it is too soon for you to have found out whether in his
new position, Mr, Dillon has moved over to your position, or in your
position you have moved over to Mr, Dillon’s.

But do you have any comment on this disagreement in the approach
to the foreign tax credit problem$ :

h‘Mr. Surkey. Well, I think the word “disagreement” might be too
sharp. ) : C ‘ 3 . S

I think this is a matter that—and I do not think that Secretary
Dillon would disagree with this statement—is a matter that would
have to be reexamined and considered by this adininistration as to
whether tax-sparing treaties weére desirable or undersirable, both
from the interests of the United States and, equally as important, from
the interests of the underdeveloped countries with which the treaties
are being negotiated.

I think there is an obligation on the United States in negotiatin
‘these treaties to take into account the interests of the under evelopeg
countries with which the treaties are being negotiated.

Senator Bennerr. But there are treaties with developed countries,
and eventually the question of the tax treatment of American invest-
ments abroad comes to this committee and not the Foreign Relations
Committes. e

Mr. Surrey. I do not believe that Secretary Dillon was recommend-
ing tax sparing for the developed countries. I may be mistaken in
that, but I doubt if his recommendation went beyond the underde-
veloped countries; and the Treasury Department has not in any of
its treaties with the developed countries ever considered, as far as
I know, a tax sparing clause. h ) :

" Senator Bexnerr. What is your position about the existing foreign
tax privileges that we give, including the lgrivil e to defer the tax
until income is brought back into the United Statest = =~

]
3
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Mr. Surrey. That is a matter which is presently under study not
only by the Treasury Department but by other Departments of Gov-
ernment in response to a request by the President and the study has
not yet been concluded.

Senator BeNNerT. I assume when you appeared in 1959 you were
speaking in support of the existing law, which contained that
provision,

Mr. Surrey. At that time I was of the opinion there need be no
change. Since then, and this is the problem with, this is the situation
with, nearly all tax problems, that different events enter on the scene.
‘There is now the balance-of-payments problem, and the views people
formerly held with respect to g)mign mvestments are being reexam-
ined throughout all the departments concerned with this in the
administration,

Senator BeExxerr. Are you telling us that the administration is
considering changing the existing pattern with respect to handling of
foreign investment income, taxes on foreign investment income?

Mr. Surrey. Well, Secretary Dillon before this committee indicated
that this was one of the matters that should be considered.

Senator Bennurr. I would like to move over to another problem, and
this is my last area. :

In the Washington Post of Friday, March 17, thers is an article
which carries the headline “Novel Tax Plan Considered as Business
Spur.” This goes on to discuss the proposal. It says:

Mr. Kennedy favors the path-breaking credit approach invented by Stanley
Surrey, Assistant Secretary of the Treasury. ' .

That would permit some tax deductions to a corporation, as I under-
stand it, that invested more money in a given year than an amount
arrived at by some formula which might be the average over a period
of years, or might be the total of its annual depreciation or some such
base. Is this program still under study and consideration? ' - _

Mr. Surrey. Yes, sir. It is under study and consideration-—there
are under study and consideration a variety of measures with regard
to tax incentives for investment in new plant and equipment.

The study is one designed to make the—sustain a recommendation
of the most appropriate— - - o

Senator BENNeTT. This is only one of a number of programs?

Myr. Surrey. This is only one of a number under:consideratiomn.

Senator BENNETT. And among the others, the question' of a more
liberal method of calculating depreciation, is that being considered ?

Mr. Surrey. A more liberal method of calculating depreciation, &
credit for new investment that:is not limited with respect to:any
excess over a given period, a variety of matters are under consideration.

Senator: BENNETT: Al number of taxpayers, particularly small busi-
nessmen, have been very much disturbéd by this plan of yours, and
the next few questions I am going to ask you go to soms of those fears.

Under this proposal, is it not true that while: this would operate
as an incentive to expansion, it would do very little to encourage
modernization and rehabilitation? - o
- Mr. Surrey. So far in our studies of the effect of it; that would
‘not -be the conclusion I would draw. I think it would have an effect
both on expansion and on modernization. St e
ERUES SRR LS ST S T A U L
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Senator Bexnerr. Then you would interpret a program of repair
or modernization to be the equivalent of a program based on building
a new plant or buying new machinery?

Mr. Surkey. Yes, I think it has been misunderstood, and the
investment in plant and equipment means any equipment—machinery
and the like—not limited to factories and buildings.

Senator Bennerr, Wouldn’t this program gisscriminate in favor
of a taxpayer with money in the bank as contrasted with the taxpayer
who does not have money to invest over and above the income he
receives, say, from his depreciation allowance?

Mr. Surrey. That is one of the problems that is under consideration.

. For example, there are some taxpayers who do not spend up to
their depreciation allowance for one reason or another, and their
situation has to be taken into account, and that is one of the aspects
of the matter that is under consideration.

Senator Bennerr. Well, let us take a practical situation. I hava
faced this problem as a businessman,

Suppose you have an asset that has a 10-year life and you religiously
accumulate your depreciation; you are only going to pay out 1 year
in 10 on that basis. Now, it does not work out that way because
Kou have so many assets and they are rolling over, but certainly a

usinessman cannot operate on the theory that he has to pay out every:
year the amount that he accumulates in depreciation. }ﬁa K&s to have
some reserves held back for the peaks of his problem and for situations:
where further investment seems wise, :

Now, it would seem to me that this program of yours would tend
to give advantage to & man who can develop a peak and make a sub-
stantial investment in a single year raiher than the man who; hy the
nature of his business, has to keep rolling over his depreciation re-
placement income. :

Mr. Surrey. I do think, Senator, these are all points that are highly-
important, and are giving us--one of the reasons why we are study--
ing this as intensively as we can is to take account of all these im-.
portant issues that you are raising.

Senator BExNerT. In your study are you discussing this with peo-
gla _who are actually (ﬁoing to have to live with the preblem, men in,

usiness, or are you discussing it only with the, pardon the phrase,,
theorists who are trying to develop tax laws under which the rest of us:
will have to operate? , X .
.; Mr. Surrgy, I an: discussing it with as many people as I can from,
all wallts of life, in and out of the Government. |
. Senator BeNNerT. Have therebeen any formal discussions with the
organized businegs groups? - . .- ' .
" Mr. Sunrey. There have been informal discuss’ons with representa~
tives of the various business groups; yes, sicc = - - ,

Senator Benxerr. Like the U.S. chamber and the various smalli
business orvanizations{ ‘ L

Mr. Surrey. Yes,sir., . - S

_Senator BexNETT. Do _you have any Precedent or model for this:
kind.of proposal or was the word “invent” a good word in this story?

Mr. Suerey, 'No. The word “invent” was, I think, a newspaper-
phrase. There are variations.of this yl)‘roposal_yin Eurepean treatment.
As a matter of fact, it is the system that the Belgians do use in their
handling of the problem.
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The Eurol;{)ean countries have experimented more with tax incen-
tives, I think, than the United States; and you will find, if you look
at the European experience, a range of proposals or a range of experi-
ence with respect to tax incentives for investment in plant and equip-
ment, and the Belgians and, I think, one of the other Iluropean coun-
tries are working along the lines of the credit mechanism,

Senator Bennerr. Is this actual law that exists in Belgium or is
this a proposed program ¢

Mr. Surrey. No, thisis actual law.

Senator BEnNgrr. That is all, Mr, Chairman.

Thank you very much, Mr. Surrey.

Mr. Surrey. Thank you.

The Ciramraan. Senator Douglas.

Senator Doveras. Mr. Surrey, your papers and testimony before the
House Ways and Means Committee in 1959 have been referred to.
May I ask, have yo&rprepared these papers at the request of the chair-
man of the House Ways and Means Committee, Congressman Mills?

Mr. Surrey. Yes,sir; I did at his request.

Senator Doueras. And you felt that it was your duty as a citizen
to comply with this request?

Mr, Surrey. Yes, sir. ,

Senator Douaras. You received no compensation for the work which
you did on these Eapers? :

Mr. Sorrey. No,sir.

Senator Douaras. You spent a good deal of time in preparing the
material

Mr. Surrey. Yes, sir.

Senator Doreras. You felt it your duty as a citizen to do this?

Mr. Surney, Yes,sir. o

Senator Doucras. Now, I notice in the volume of testimony that
Chairman Mills made an introductory statement which I read from
page 1, which ran as follows: :

I am confident that these discussions will demonstrate the extent of the erosion
which has taken place in the income tax base. 1 am also confident that our
study will show that such erosion of the base must not continue and that action

ghould be taken to broaden the income tax base in order that there may be a
reduction in the high level of the rates now existing. '

Do you remember that statement ¢

Mr. Surrey. Yes,sir, ‘ '

Senator Doucras. Am I wrong in believing that your writings in
‘the field of taxation and your testimony have been directed to the same
purpose that Chairman Mills outlined in his introductory statement?
_-Mr. Surrey. I believe they are directed to the same purpose; yes,
sir. . :

Senator Doucras. So that if there is any criticism of your pur?oses,
those criticisins would apply in equal measure to the statement of pur-
‘poses of the distinguished Congressman from Arkansas, who is chair-
man of the House Ways and Means Committee, the companion body
to this committee; is that correct? . :

. Mr, Surrey. Y_,es,;sir; in that sense. ,_ _

" 'Senator Douaras, Now, Mr, Chairman, it is not my purpose to ask

Mr. Surrey any guestions but, with your permission, I should like to

make a statement,if Imay. -~~~ ' L
The CuamyaN. Yes,sir, - R
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Senator Doucras. I have not been able to give Mr, Surrey’s writings
the line-by-line scrutiny that many of my other collengues have been
able to do. I have read a number of his articles and I have listened
to his testimony and, as I understand it, Mr. Surrey’s ultimate goal
is that people with equal income should pay approxxmute\P’ equal
taxes; and, second, if that is done there then can be a general reduc-
tion in tax rates.

So that his proposals for broadening the tax base are in the context
of a general revision of the tax rate system which would reduce.taxes
for the vast majority of those who pay taxes.

Mr. SurreY. Yes, sir.

Senator Douaras. And, therefore, the general public would benefit
from the proposals which he makes.

Now, I submit, Mr. Chairman, that this is an eminentl{' just and
necessary goal, and far from castigating Mr. Surrey for holding to
this goal, I think he should be praised.

Now, we all know, at least I think we know and I think I know, that
this principle has been badly violated by special favors given in the
past by legislation and by administrative rulings in favor of special
groups, and that there is still insistent pressure by special interests
to get still further favors, |

Now, these special interests are concentrated and powerful because
legislation or the rulings can mean enormous sums of money to—to

ive enormous sums of money to—limited classes, and they, therefore,
ﬁave a tremendous economic motive for urging these special favors,
special interests, and special legislation.

The interests of the general taxpayers, on the other hand, ave dif-
fused. Since while they will lose collectively large sums, the in-
dividual losses to a given person are not great, and the average citizen
therefore does not have the incentive, the time, or the knowledge to
defend his interest, and it is almost impossible to organize these
citizens in groups to defend their interests.

To my mind, one of our greatest needs is to have skilled experts who
will defend the general interest. There is no money in this task for
anybody. Big money and big fees are all on the other side.

e have dev.ioped a highly skilled group of tax lawyers, a per-
fectly ethical group, but who, representing their clients, get large
fees to make inroads upon the tax structure.

I think the country was very fortunate for some years in the fact
that when Randolph Paul was living he was effective in defending the
public_interest. He was a skilled tax expert who had served with
great distinction in the Treasury. ‘ o

He went into private practice and made very large fees from tax
law, I think he was perhaps the tax Ilawyer with the highest net in-
come of any lawyer, and yet he devoted-a very large share of his time
in trying to remove injustices, what he regarded as injustices, in the
tax situation commonl againsb the interests of many of his clients.

. Unfortunately, Mr. Paul died; he died testifying before a congres-
sional committee in behalf of tax reform, and at the moment he left
no immediate successor. A T L

I felt for some time that Mr, Surrey might well be his successor. . Mr.
Surrey had long experience in the Government and in the Treasury
andi‘ns gglrl\ator arlson said, represented the Treasury with distinction
on the Hill. N P
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He went into private practice. I do not know his private income
but I am told that he has collected large fees from private parties, an
if this is a test of competence, I subinit that he has passe(f the test in
the marketplace. C .

At the same time, he has been a distinguished professor of law at the
University of California and at Farvard, and in his writings he has
carried on the tradition of Randolph Paul of what may be termed a
“defender ot the general interest.”

This has undoubtedly caused opposition to him on the part of those
who are seeking special favors, and I make no reference to any member
of this committee.

Senator Kerr, Specifically.

Senator Dovaras. Right. 4

In my judgment, we need men like Mr. Surrey, and I regard his ap-
poinitment as a fortunate one for the country and, for what it is
worth, I should be happy to vote for his confirmation,

The Crrairaran. Senator Curtis.

Senator Curtis. Mr. Chairman, I will not attempt to go into many
of the details, because they have been covered.

Mvr. Surrey, it has been my privilege to serve under, I think, the two
most distinguished chairmen of our generation, our present chairman,
Senator Byrd, and for many years under that great man from North
Carolina, Robert Doughton’: and during that time we would see you
around the committee.

As I understand your thesis, you contend that if a great many special
provisions—I do not like the word “special”—a great many, you might
say, individual provisions of the tax law were removed, the law could
be simplified and that general rates could be lowered, and the same
amount of revenue obtained, the same amount or more; is that the
thesis you have been working on ?

Mr. Surrey. That is the general thesis, sir. :

Senator Curmis. Well, now, this business of self-government is a
mixture, to my mind, of technical knowledge, practical business opera-
tion, plus public relations, which means getting along with the people
and selling the people on the idea, and we would never succeed if it
lacksin any oneof them. -

1 Clozuld your thesis ever be carried out other than in a one-package
ea

Mr. Surrey. I donot know the answer to that question. It isa ques-
tion, I think, that every one of us interested in this thesis would have
to give consideration to.

enator Curris. Now, if you lowered the rates generally, everybody
would rejoice. There would be a lot of us who would be worried about
deficits, but everybody in the country, the individuals, would rejoice.

If you led off with that first, then these provisions that you object to,
if tl;ey were approached afterwards, your quid pro quo is gone; is it
not. ‘ '

"~ Mr. Surrey. Yes,sir. S '

Senator Curris. Now, if you undertake to proceed to remove these
individual items or thess provisions that deal with individual cases,
the first gnb]ic reaction, the reaction of the committee and the reac-
tion of those of us who have a responsibilit E?emriOmy‘<\vould‘be
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gomewhat to this effect: What assurances do we have that this will
resulvin lowering the take# ‘

Consequently, do you not have great doubt that you could ever put
over such a program piecemeal or step by step ¢

Mr. Surrey. I think your line of thought indicates, and is a good
indication, that one should certainly approach this from the stand-
point of a single packege.

Senator Cortis. Now, do you regard all individual approaches in
the Revenue Code—and I am purposely avoiding the term “loophole,”
because I think it is misused—“loophole” to most people means a pro-
vision of the internal revenue law that somebody else can use and they
cannot—but the s‘)ecial provisions dealing with special situations, do
you regard them all as bad per se?

Mr. Sorrey. No, sir.

Senator Curtis. For instance, the standard deduction for taxes paid
and contributions made and interest paid can work to the advantage
of millions of people,is that right ¢

Mr. Surrey. Itisasimplification; that is right.

Senator Curtis. And it can work to the advantage of millions of
people all of whom are in the lower income bracket; 1s that not right?

Mr. Surrey. That is correct, sir.

Senator Curris. Yes. ‘

Now, have you made any analysis of these individual provisions of
the tax code with respect to those provisions, helping one economic
bracket to the proportionate disadvantage of another economic
bracket - :

Mr. Surrey. I am not sare I follow the question. I think that all
of this has to be considered in the context of a broad rovision, start-
ing with the general proposition that those with equal incomes should
pay equal taxes, unless there are overriding considerations to the con-
trary. There may well be in a number of instances. e

Senator Curris. Well, now, many of these provisions that grant
relief in o special situation, to my mind, help people in the low and
the lower middle income brackets immensely. ‘

For instance, the deduction for medioal expenses: It is conceivable
that an individual of a very modest income, and in the same year hav-
ing to pay terrific medical expenses, and might be_totally relieved
of the Federal income tax burden ; is that not correct ?

Mr. Surrey. He could be, yes, sir. . .

Senator Cunris. Yes, sir; and that could not happen in the higher
brackets? :

Mr. Surrey. No.sir;jnot with the present limitation.

Senator Curts. 1 believe we have built up in this country a class
conscientiousness that cannot be supported by the facts when we use
the term which I dislike to use, the term “loophole” because many
of these provisions in the tax law were put in there for good and
sound reasons, such as the one I mentioned, the deduction for medic
expenses, and I feel that if this thesis of yours could be folloxveﬁ,
and I am not, commenting on the merits or the demerits, but it wvould
take not only a one-package deal, but the one-package would have
to be complete in its technical aspects so that eve body could under-
‘stand it and it would have to be well sold, and Rlyen you. would still
have the fear in the country that with spending programs going on
and on and on, the reqtest for spending programs going on and on,

\
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that after these rates were generally lowered that Congmss, very
unwillingly, would say, “We would have to raise each bracket by
so many percentage points.” Isn’t that correct?

_Mr, Surkey. There is always that problem that we face; yes,
sir,
Senator Currtis. We operato under a system, and I realize the
Federal Government has grown so large that the work has to be spread
out, but in the House of ?Iepresentatwes for muny years in the early
days of the Republic, the same committee which had jurisdiction of
taxes had jurisdiction of appropriations; you are aware of that, are
you not ¢

Moy, Surrey. Yes, sir.

Senator Curris. That no longer pertains.

The House Ways and Means Committee and the Finance Com-
mittee, as comumittees, are churged with recommending laws to get
enough money to run these programs, good or bad, because we are
likewise charged with the management of a national debt, and man-
agement of the debt means to pay 1t, in my book. :

So that there are, you reahize that there are, many, many very
important roadblocks to what you propose that are definitely based
on the public, and are in no way related to selfishness or greed on
the part of individual taxpayers or groups of taxpayers or any par-
ticular income brackets; isn’t that correct ! :

Mbr, Sorrey. That iscorrect, sir. :

Senator Curris. I shall not take any more time. I have been inter-
ested in your responses.

The CrzairmaN. Senator Hartke?

Senator Harrke. Thank you, Mr, Chairman.

Mr. Surrey, when Secretary Dillon was before this committee he
indicated, in response to a question that I asked him, that he intended
to send to the Congress some recommendations on depreciation reform
at a very early date. _

To your knowledge, is this still the intention of the Treasury’
Department ?

Mr. Surrey. Senator, the tax message will contain a recommenda-
tion with respect to a tax incentive for plants and equipment. I do
not know whether that is the matter you have reference to or not.

Senator Hartke. That is the so-called tax credit plan ?

Mr. Surrey. Some inceniive, yes, sit.

Senator Harrke. Is it true then that this measure, if it is in the
form of a tax credit, is designed as an antirecession measure or is it
designed as a reform 1n depreciation ?

Mr. Surrey. I would say it is not designed as either. It is not an
aitirecession measure in the sense of or in the same category as the
other antirecession measures of the President.

It is rather a measure designed to improve our long-range growth
in this country. It is not—it is also not—designated as any final
answer to the problems of what, one might say, should be regular
degreciation year in and year out, |

enator HARTKE. Yes. , , . }

- Are you familiar with the current situation in most of the business
communities in which they are withholding any investments in capital
goods on the ground that they are completely in the dark as to wlhiat
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the future depreciation may be, and are sort of waiting for the out-
come of what the recommendations are going to be?

Mr, Surrey. I am glad you asked that question because I think it
would be completely unnecessary for any business to hold up any
Investment that it was contemplating making now in plant and ma-
chinery because I think any tax incentive with respect to investments
in plant and machinery would certainly cover any investment made
after; say, March 1 of this year. So that any concern contemplating
an investment could certainly go ahead and make that investment.

Senator Harrge, Would t. wt?l‘reasury Department, in your opinion,
be adverse to making such provisions 1f they occurred retroactively
back to January 1¢

Mr. Surrey. It certainly is a matter that should be given consid-
-eration. But I think definitely that any investment after March 1
should certainly qualify, and we will give consideration to the sug-
gestion that you have just made.

Senator H{\m‘xn. go, at least that part of it, if there i5 any change
in your opinion it should not affect our current investment at this
monient and, thereby, add to whatever troubles we have in regard to
the recessioh ; is that right ?

Mr. Sorrey. That is right; and I am glad you brought the point
up because I think it is a highly important point.

Senator HAarTkE. In regard to the present situation economically,
I am sure you are familiar with the Heller report?

Mr. Surrey. In his testimony before the Joint Economic Com-
mittee ?

Senator Harrke. Yes; that is right.

Mr. Surrey. Yes,sir.

Senator HarTrE. At the present time do you feel that, in view of
what is contained in this report, that his so-called tax credit plan
will help to alleviate the recession? In other words, although not
designed for that, would it help to alleviate the recession?

Mr. Surrey. Yes, sir. It would have a favorable antirecession
effect.

Senator Harrre. Yes.

ow, if such a plan is submitted, do you feel it would be on a tem-
porary or on a permanent basis?

Mr. Surrey. That is one of the matters under consideration.

T would think that it could tend to be on a permanent basis, but is
the kind of a matter that one would probably want to look at from
time to time and see how it was working out, as a new provision.

Senater HartrE. And under the so-called tax credit plan, is it not
true that the depreciation would have to be spent first, the amount for
depreciation, before the credit would be allowed ?

r. SURREY. Yes,sir. In other words, as you say, it is for an invest-
ment in excess of current depreciation.

Senator Harrie. That is right. And this would require ready cap-
ital and ready cash?

Mr. Surrey. Yes,sir. » .

Senator Harrge. This would work t  .e advantage of larger busi-
nesses and to the detriment of smaller -usinesses under such circum-
stances; would it not? - S S C : -
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My, Surrey. I would not want to come to that conclusion, We are,
as o matter of fact, discussing various aspects of these plans with small
business groups, and it, I think, will turn out that when the tax credit
plan or a plan of that nature is fully understood it will be as advan-
tageous to small business as to larger businesses,

enator Harrre., Under mity circumstances, it is quite obvious that
new money of some sort will be required under a tax-credit plan.

Mr. Surrey, Well, the new money, the money, could come from
retained earnings as well as from depreciation allowances, and that
is why I answered the question the way I did.

Senator Harrge. But, on a small operation, the retained earnings
may be exceedingly small and, therefore, opportunity for expansion
for it would be limited ; isn’t that right ¢

Mr. Sukkey, Yes;any company.

Senator HarrkEe, A smallenterprise.

Mr. Surrey. Any small company would have to have funds out of
retained earnings or funds that it could otherwise borrow or obtain
from through equity investments. ‘ ‘

Senator Harrxg, Do you feel that there should be an overall re-
ducti?on of tax rates as an autjrecessionary measure at the present
time

Mr. Surrey, I thinkthatis——

Senator Harrke. I understand, and if you do not want to answer,
that is all right, '

Mvr. Surrey. I would just say that I did not have much of a chanes
to read the papers this morning, hut I noticed that Mr. Heller speak-
ing, I guess, in his official role, said that he did not see any—much less
of a prospect, I thought it was, of a tax cut at this time.

Senator Hartre. Yes. But under tlie circumstances, the purchas-
in% II;O“"“' in America is certainly curtailed. .

{r. Surrey. Yes,sir. .

Senator Hartge. And if we can anticipate anything from the his-
tory of the last recession, we can expect about 6 million or close to 6
percent unemployment after this so-called recession levels out; is that

ri %ht ?
Ir. Surrey. That appears to be the indication.

Senator Harrre, In other words, we are going to be faced now
with an acceptable percentage of 6 ]loarcent of unemployment as a
permanent proposition in American political life. :

Mr. Surrey. No, I did not gather that. I gathered from the Presi-
dent’s statement. vestarday that this was one of the problems to be pyt
up to his Labor-Management Advisory Committee, or that he put u
to his Labor-Management Advisor mmittee, and I also gathere
that the President, I understand t)ymt the President, said he would,
after April, reconsider the whole situation and make whatover recom-
mendations he thought appropriate. , :

Senator Harrke. Don’t you think though with the mooed presently
in the minds of most people that we arestarting to level out or at least
some people think we are coming out of the recession, that the mood of
Congress toward an overall tax reduction will probably have less
chance of passage ? ,

Mzr. Surry. I think that is correct.
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. Senator Harrke. Yes, and this will force us into a situation where,
in about & year we will come back to recognize the fact that we still
have 6 percent unemployment, with the mood, in such a position, in the
Congress that you cannot effectively do anything.

Mr. Surrey. I would not want to predict that; no, sir.

Senator Hartke. I would hope not really. I am not asking you,
Mr. Surrey, to comment, but I hope not.

Mr. Surrey. I would agree with you; I would hope not.

“Senator HarTrE. At the moment our present plant capacity far
exceeds consumption in America; isn’t that truet

Mr. Surrev. Overall, yes.

Senator Harrge. And yet the prasent situation indicates that we
are going to put a priority not on increase in purchasing power
but upon the increase of productive capacity ; isn’t that true

Mr, Surzey. I would not want to use the term “priority,” except
that I gather you mean in the tax field.

- Sonator Haxrre. That is right.

Mr. Surrey. Yes. I would suppose that the tax incentive for in-
vestment in plant and equipment really presupposes that the other
measures taken will put us on the road to recovery.

Senator HARTEE. Yes.

Mr. Surrey. Those other measures taken could be in the tax field
or in the nontax field. : ,

Senator Harrre. But the history certainly in the last 10 years and
the so-called investment incentive 1n 1954, did not provide the results
which you are now hoping to obtain by the same method which proved
a failure before; isn’t that right{

Mr. Surrey. Only insofar as in the tax field is concerned.

Senator Harrge. That is right. |

Mr. Surver. The question which I think the President said he
would reexamine was whether the nontax antirecession are or are not
having the effect hoped for.

Senator Harrke. Isn’t the better reasoning to assume that if you
are going to increase production that you should also increase the
power to consume?

Mr. Surrey. I think any proposal to increase production must be
based on the assumption that inevitably the production will be useful
and people will be able to consume the goods that are produced.

Senator Harte. Anc, therefore, wouldn’t it ‘be the better part of
judgment to tie with your so-called depreciation reform or whatever
you want to call it, your acceleration of depreciation, also a tax cut
for the American people so that you would have both the things going
in thie same direction at the same time ?

Mr. Surser. ¥Well, I know that you have earnestly advocated that

ition, and it is & position advocated by a large number of thought-

1 people today.

Sanator Harrre.  The chances of that being done are rather slim{

Mr. Surrey. On that I will have to await the President’s state-
ment. _

Se;nat,or Harrre. And if we go into the next recession it might be
too late. .

Mr. Surrey. I think that is one of the difficulties in the situation.
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Senator Harrke. And the thinking at the moment is, even by many
economists, that there is the possibility of another recession in 1962;
isn’t that right? .

Mr. Surrey. Iam not aware of that.

- Senator Hartre. Or early 1963.

This paints a rather bleak picture for some 6 million people who
would like to earn a living, does it not.?

Mr. Surrey. It certainly does.

Senator Harrke. It sort of throws the challenge down not alone
to you people in the Treasury Department but to us in Congress and
in the administration.

Mr. Surrey. Ifullya with that, sir.

Senator Harrge, And if it is not met head on, this question of em-
Eloyment, it does not make much difference what kind of missiles we

ave, we will be taken from within, isn’t that right?

Mr. Surrey. Iagree with your statement, sir.

Senator HarTke., That is all I have.

Senator Curris. Mr. Chairman, I have one more question,

The Caammman, Senator Curtis,

Senator Cortis. Mr. Surrey, do you know of any foreign countries,
and if so, T would like to have you name them, where their overall
tax program comes nearer to taxing all of the people according to
their ability to pay and, to use a very general term, actually work
out in a more just way, than the tax )érogram of the United States?

Mr. Surrey. I believe I have said, Senator, that the system of the
United States could stand quite favorable comparison with the sys-
tem of any other developed country with respect to its tax structure.

I also think that with ms;;lect to any legislation, tax or nontax, we
can never stand still. We should alwaysg?)e alert to improvement if
we can find ways to improve it. : :

Senator Curris. I aéﬁee with your latter statement. But do you
know of any country that you would point out, you would say their
overall tax program is more just to anglaases of people than that of
the United States? :

Mr. Surrey. I do not know the details of any system to that ex-
tent, but I would say, on balance, that the U.S. system certainly can
be compared favorably with any other system. s

Senator Curtis. It is also true that many of the countries we have
been called upon to help have never faced up to a tax program that
is anywhere near as realistic and as thorough as the tax program of
the United States.

Mr. Susrey. I think that is correct. I think the United States
has made amazing strides in the development of its Federal tax
structure. .

Senator Curtis, At least they collect a lot of money.

Mr. Surrey. That is correct.

- Senator Curris. That is all I have.

Mha {hrimarasr .Qenator Kerr. o

Senator Xerr. Mr. Surrey, as I understand your testimony, you
have indicated you think the capital gains treatment now accorded
coal royalties isnngustiﬁed? : T

Mr. Surrey. I think it is wrong to call it a capital gain, and the
particular classification of it as a-capital gain is wrong. ' :

¥
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~ Senator Kerr. Would that have any different net result on how
the taxpayer was taxed, differentiation in the term? Are we talking
about thesame thing ¢ '
Mr. Surrey., Well, that is the difficulty I have, Senator, and one of
the difficnlties in the capital gain situation, If this were not classified
as & capital gain, if Congress feels it appropriate to give particular
relief to coal royalties for one reason or another, that 18 the decision
with respect to coal royalties. I think it confuses the situation by
calling it a capital gain. ' | -
- Senator Kerr. gz;xder the present law the holder of a coal royalty
who receives income from the coal royalty is taxed on the basis of
income to him on a capital gain, and the rate applied to it; is. that
eorrect ? ; o S U
* Mr. Surrey. That is correct. s,
Senator Kerr. As ¥ understand your position you think that should
be treated as ordinary income and taxed ag——— - - 7 . T .
Mr, Sorgey. That is the presumptive treatment, that is it is a
royalty, and ought tobetaxedasaroyalty. . : . ' .0 -
Senator Kerr. That it is a royalty and ought to be taxed as ordinary

income. ‘ T ,
Mr. Surrey. As other royalties are, ns ordinary income; yes, sir.-
_ Senator Kerr, Ordinary income, C e -
Now, the same provision in the law applies to the income from the
sale of timber. Do you feel the same way about that? Youiknow
that the present law has two items in that particular section of: the
code with reference to which the income is treated as a capital gain
and taxed as a capital gain. One is the sale of timber on land, or the
income fromi ‘coal royalty. Ty are treated alike; is that correct ¢
Mr. Surrey. So far as the royaity is conéerned; yes, sir; - = .
Senator Kerr. So far as theincome isconcerned. - - - ' . ~
- Mr. Surgey. Yes, sir; the income from royalties; yes, sir, !
 Senator Kerr.:No, no. It is riot royualty incoms from timber. It
i8'just the income from the sale of timber off lands, -~ ¢~ ' .
Mr. Surrex. That is right. I am sorry I was tonfused about it.
Ec];? so-called cutting of the timbey i§ treated ag & ‘capital gain trans-
101, - o o C T T T
Senator IXerr. Well, the sale of the timber. It has to be sold before
it ga'nlzgcut urless the falldm-’-‘-_—' B S R
DI OURREY. - 465, - e
" Senator Kerr (continuing). Cuts it without buyingit: C
Now, what I am asking you is if you feel the same way about the
present treatmefit in the law with reference to the incéme from the sale
of timber? - o : SRR ‘
Mr. Surrey. On that matter I simply do not have enough back-
ground information with respect to the timber gituation: - - ‘
Senator Kerr. Well, there is this difference between a man selling
timber on his land and a man selling the coal under his land.  If he
sells the timber on his land he can eventually hope to be able to have
his land produce another crop: of timber which could be sold up, so
it ig a recurring assat. R L " e

If he sells the coal under his land he' cannot’ .86l that but once,
because it does not replepish itself like the timber does. So-there
are those who -feel that the coal i3 more nearly & capital asset than
timber. Does that make sense?

Mr. Surrey. I can see that line of argument; yes, sir.

i
$
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-Senator Keri. Now, therefore, if you felt that it i not: justified
that & man who owns coal under his land.and who sells it should treat
the income from that sale as though it: were ordinary income, would
it be reasonable to assume that that line of reasoning would reach
the same conclusion: with reference to his attitude toward the:sale
of & crop of timber off of his land ? o :

Mr. Surrey. It could—the difficulty, as I say, X do not have & -back-
ground in this area—the general difficulty I wonld have is; would that,
apply to all minerals or not? | : -

‘Senator Krrr. Well, at this time, neither of them' applies to any-
thing other than the specific item, No. 1, on the one hand is the coal
and, on the other hand, is the stand of timber, R

I am asking you if your position in the matter would be e: vected:
to'be the same with reference to the present treatment of the sale of
timber as it is with reforence to the sale of coal.’ , ' o

“Mr. ‘Susrey. The difficulty I have in answering your question i3
that the two came into the law at different times. a

Senator Kerr. That is correct. The timber has been there much
longer than the coal. ' ' -

r. Sureey. Yes, and the background you have given me with
respect to coal relates it more closely to timnber than I had understood
the earlier argument with respect to coal, which was more of the fact
that the inflationary situation with respect to coal royalties had
lessened the value of those royalties, and dmt then it might be appro-
priate under those circumstances to change the tax treatment.

You have given a different relationship that ties the two up more
closely than T perceived they were tied up.

Senator Kerr. Are you familiar with S. 544, a bill introduced by
Senator McCarthy of Minnesota ? '

-Mr. Surrey. What does it relate to, sir?

Senator Kerr. I will send you a copy of it.

Mr.. Surrex. No, sir; I am not familiar with it.

Senator Kerr. I believe that an examination of it will disclose
that the purpose of that bill would be to secure the same treatment
for'the owner of an iron ore royalty with reference to his income as he
received it that is now accorded to the owner of a coal royalty.

In other words, the present law provides for the treatment of the
sale of timber or income from codl royalty as being given the capital
rin tax treatment, and this would pruvide the same grivilege for
the income of the owner from kis royalty in iron ore, and I would be
led to the conclusion that you would have the same feeling about
the treatment being accorded to iron ore that you do with reference
to the treatment being given to the coal royalty.

My, Surrey. Iamsorry; I did not hear thaz. .

Senator Kerr. I would assume, since iron ore is a mineral and an
irrepinceable mineral, once sold it i3 gorie, just as ig the case with coal,
that the owner, J would assume that you would have the same feeling
about the owner of royalty in iron ore being given the right to treat
his income as a capital gaiti that you have the reference to the owner
of coal ore, with reference to the income he collects from his royalty.
~‘Mr. Surrey. I would assume, as I say, lacking any knowledge, de-
tailed knowledge of the situation, if the economic situation were the

X

sume———
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Senator Kerr. I am talkingl about the abstract treatment of income
from an irreplaceable mineral interest, as is the case with reference
to coal under existing law, and Senator McCarthy is seeking now,
through that bill for the owner of iron ore. <

Mr. Surrey, I think the matter should be considered from the stand-
¥oint of the similarity of timber, conl, and iron, and I suppose also

rem any similarity with respect to any other mineral.

Senator Kenrr. I am just asking if it would be reasonable to assum
in view of the similarity of the ownership of iron ore royalty and coa
royalty, whether you wounld have the same attitude with reference to
the iron ore royalty that you have with respect to the coal rotvalt‘y(.

Mr. Surkey. Initially one would have that feeling. I would like to
study that situation, sir.

Senator Kerr. I want to say, as I said yesterday, that I have every
disposition to look upon and presume in favor of, the designated ap-
pointes by the President; and I want to say that I was fuvorably im-
]S)ressed here this morning by your answers to the questions of the

enator from New Mexico that you would approach these matters with
an open mind, and then I gathered from the remarks of the Senator
from Illinois that you and he had a commmon viewpoint with reference
to these question. B'Lmlghter.] g

Senator Doucras. You should not draw that conclusion at all, my
good friend.

Senator Krrr. Well, I was {ust goin% to ask the witness if my as-
sumption in that regard was well founded.

Senator Douaras. I simply said, as I read Mr. Surrey’s articles, he
believed that people in general, with equal income, should pay equal
taxes, and it seems to me——

Senator Kerr. You went far beyond that in your respect and regard
for him, and your paying him this tribute and giving evidence of the
fact you and he had common views, and it gave me such a shock—-—-

Senator Doucras. I amsure it did. [Laughter.]

Senator Kerr (continuing). I wanted to ask the witness if your
assumption in that regard was weil founded. .

Senator Douaras. It seems to me extraordinary that the Senator
from Oklahoma should question the validity of the )i)rinciple that
people with equal income should, in general, pay equal taxes. This
would seem to me to be axiomatic, but I admit that it is a rule prob-
ably more violated in the breach than in the observance, so far as our
tax laws are concerned; and I felt that he had been given a pretty
thorough going over because of a kelief on his part. which seems to me
to be thoroughly correct. -

Now, may 1 say to my good friend from Oklahoma, who has the
quickest mind in the Senate, and who probably is the ablest intellect
in the Senate,; and I say that—— .

Senator Kenr I am far too modest to contest your conclusion,
[Laughter.})o .

Senator Dovaras. I am sure of that, But may I say if you dis-
agree on these points, as I am sure you do, disagree with me but do
not take it out on Mr. Surrey. o

Senator Kerr, Have I appeared to be taking anything ont on you?
What I am trying to do, Mr. Surrey, is to fix it so that others won’t
try to take it out. I am trying to get you to remove yourself from
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the posture that I think his statements have, unfortunately, put you
in, Laughber.} ;

Mr. Surrey. I thinkI can assure both of you, Senator Kerr and Sen-
ator Douglag, that I have an open mind on any of these propositions,
whether 1t is advanced by you, Senator, Senator Douglas, or any
other Senator.

Senator Kergr. And if that would necessarily create a situation—
if that would necessarily remove you from the posture of being in
complete agreement with the Senator from Illionis, that would not
change the validity nor accuracy of your statement.?

Mr, Surrey. No, sir.

Senator Kerr., You see, those of us who respect and love the Senator
from Illinois have never labored under the impression that he had an
open mind on it. [Laughter.]

Senator Dovaras. I plead guilty in this respect. I simply believe
that people with equal income should pay equal taxes. If this be
heresy, make the most of it.

Senator Curris. Would the distinguished Senator from Oklahoma
yield that 1 might ask the Senator from Illinois a question?

Senator Douaras, Certainly.

Senator Curris. I do not understand his statement. You have
stated that people with equal income should pay equal taxes.

Senator i)ovcms. Should, in general, pay equal taxes; that is
correct.

Senator Curris. Coming to the illustration I used a bit ago, an
individual or a family with a rather modest income, another family
across the street with a similar income, the same number in the
family, the one family has a very expensive, exceedingly expensive,
medical bill,  Under existing law it is possible that thet unfortunate
family might e relioved of their taxes. Are you opposed to that?

Senator Doueras. May I say to my good friend there is a difference
of opinion ns to the definition of income, as to whes income really
begins, and it may well be that you will say that income begins ufter
some necessary personal expenses have been mot. So 1 do not think
the deduction for medical exponses is a violation of the principle
that equal income, and I would define that as equal net income, should
in the main bear equal taxes; that isall.

Senator Curtis. I was never aware that personal expenses were
a deduction in any tax return,

Senator Doveras. You might define that as not being net income.

Senator Curris. Now, suppose one taxpayer gives nothing to good
causes, and another one takes that income and gives generously, far
beyond the average. Would you still tax him the same%e

Senator Douaras. Let mo say I was very careful to lay this down
as & general principle, and I personally feel that you may want to
stimulate private philanthropy within reasonable limits, you may
want, to provide for old age, you may want to provide for educa-
tion, these are all possibilities.

“But I think the burdern of proof should always be upon those who
ask that they pay less taxes than cthers with equal incomes pay.
The burden of proof is upon them, and the general principle seams
to me to be correct. - ‘ ‘ '

* Yet, I will very frankly say that I think the tax laws, and in many
cases the tax interpretations, violate this principle, and the rigor of
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the w%uest.ioning to which Mr. Surrey—I will not say has been sub-
" jected—been exposed, indicates that this principle does not find as
wide acceptance as I had hoped it would. ' o o '

- Senator Curtis. That is all.’ o

".Senator Dovaras. Thatisall withme., : S

Senator Kerr. Now, with reference to that, Mr. Chairman, and this
is not in preparation: for further questioning, Mv. Surrey, néy fail-
ure to take advantdge of the opportunity given me by the Senator
from Illinois to agres with him as to the validity of the basic princi-
ple that equal income should be subject to equal taxation——

Senator Douaras. Should, in general, be equal.

Senator Krrr. That is not what you said. I heard what you said.
I z_l(xln not talking about what you read; I am talking about what you
said. L
The opportunity to agree with that was a boobytrap because with-
in 5 minutes he made two limiting statements about it. The first
one was “generally speaking.” The next one was that he meant net
income. - : B

Now, I accord him the ability to state his position as fluently and
as articulately as any man that I know, and he is the most delight-
ful opponent that I have ever encountered on the floor of the
Senate—— " - ‘

Senator Doveras, Thank you.: _

Senator Kerr (continuing). And most courteous. I just did not
want the impression to be created either befors this group of people
or the committee or the record that my failure to agree with him
on g basic principle was in any way connected with my failure to
subscribe to the principle. But due to the experience I have had,
and the Senator’s ability to explain and differentiate as to the applica-
tion of the statement of a basic principle is such, that if anyone ever
agrees with him there is not the remotest chance for anyone to know
where he will eventually wind up on the ride that would be his
following such asesming agreement, [Laughter}

Senator Douveuas. May I say, if this'is true, I have learned from
worthy masters in this committee. [Laughter.]

Senator Kerr. Well, I appreciate that remark and it is, at least,
as friendly, and certainly less critical than others that hdve beéen made
with reference to the membership of this committes. o

Senator Doucras. May I say to my good friehd from Oklihoma
that if my name is ever subinitted for nomination as Assistant Secre-
tary of the Treasury I shall be very glad to submit to cross-examination
on the part of the Senator from Oklahoma.

Senator Kerr. Well, one of the questions——

Senator Doucras. And Senator Anderson has said he would not
vote for my confirmation. [Laughter.]

Senator Keir., I would never vote for the confirmation of the
Senator from Il'inois on the assumption that he had an open mind.
[Langhter.] ‘

If I did so it would be because of my high respect and my high
regard and ésteem for him, but not on the assumption that he had
an open mind. ~ ' ‘ : ~

Senator ANpersoN. Mr. Chairman, I made my observations strictly
nonpartisan. I said that on the basis of the cross-examination bac
and forth bétween the Senator from Nebraska and the Senator from
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THinois I would not vete-to confizn either .one of them thid morning.
-[Laughter.%v : S T
Senator Curtis. I.might say I am aot anticipating a Presidentigl
ap})ointment. [Laughter.] . A : -
- I'have no hard feeling of disappointment. S
Senator Kerr. I take some encouragement from.that. [Laughter.]
I had hoped that the country' geierally .would .assume that our
“friend, the great President in the White zﬁouse,»w.ould ‘have another
term, and I think the Senator from Nebraska has given me some basis
for that hope in that the only renson that he would.not have hope of
a p.esidentinl appointment would be an.the basis that there would
.continneto be a Democrat in the'White House. - - ‘
Senator Curris. That is a good hape. T
Senator WirrLiaams, ‘Mr. Chairman, now that we have canfirmed the
Members. of the Sanate, I would like to .ask Mr. Surrey just a few
questions. [Laughter.] : ‘ :

i

- In answer to-the Senator from Qklahama did I understand you fo
-say that you are.considering wery favorably toward recommendin
counting these royalties on a capital .gnin basis for iron ores an
perhaps, other minerals? U )

‘Mr. Surrey. No. I am sorry; I said I was not familiar with the
bill and, presumably, that.the Treasury would have to study it.

. -Senntor Wirriaxs. Then you are only studying that and keeping
anopen mind inthat conuection, R &
Mr. Surrey. Itis the first time I saw the bill. ‘

Senator WiLniams. In.connection with the administration’s recom-
mendation for a new method of computing depreciation, are you con-
templating any change in the present law as it relates to accelerated
depreciation? C Lo :

Mr, Sugrey. I think I may not have made myself clear when I was
discussing this with Senator Hartke. ‘

The I'resident said he would recommend a tax incentive for invest-
ment in plant and.equipment. That is not intended to.mean that the
sntirs question of depreciation will have been considered with respect
‘to that recommendation.. o :

. Senator WrLLianms. Then you are expecting that his recommenda-
tions will be in.addition to the existing law rather than in replacement
of some of the (irovisions of existing law; is that.correct? |

Mr. Surrey, I think that is one of the matters that is. under study,
-and it is certainly possible.that a recommendation for a tax incentive
for investment in plant and equipment, which could be through the
oredit route that several of the Senators asked me about, if it were
followed, could be wholly apart from the question of depreciation, and
.that there would still be for consideration a study of what should
be the regular treatment of depreciation year in nm{ year out. Those
would be se&z;mte matters under that approach. ’ B

Senator WiLuiass. That gets down to the: point: What is your
opinion of the present or:the existing law as it relates to acoelerated
depreciation? : - . |

r. Surrey.. On that T am not in position presently to state.

. The Treasury has under consideration a study of depreciation prac-
‘tices on the part .of industry, and the results of revenue agents’
examinations. o , ‘ : ‘

’
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The tabulations of that study will likely not be concluded for a
number of months. Until that data are available it is, X think, im-
possible to come to a conclusion on this question.

Senator WiLLiams. Yes. '

What is your personal opinion as to the existing laws that relates
to the taxation of cooperatives?

Mr. Surrey. I beg your pardon?

Senator WiLrianms. What is your personal opinion as to existing
Jaw as it relates to the taxation of cooperatives? ' -

Mr. Surrey. That is a field in which I have not spent much time
at all as a professor. Now, we have the matter along with other
officials of the Government under consideration, and we have been
conferring with people from both sides.

The subject would apparently be one in which there is an interest
on the part of Congress; hearings were held by the Ways and Means
Committee last year.

At the present moment I am not in position, I think, to give an
opinion on what would be the appropriate treatment. It is under
study in the Treasury Department.

Senator WriLLiams. Just one further question: I noticed in the press
the last couple of days, the Department of Justice, the Attorney
General, has indicated a working arrangement that hag been
arranged between his Department and the Treasury Department.
Couldg ou describe that working arrangement as to what there is
planneg in that? '

Mr. Surrey. No. I think that is an arrangement, if I understand
it, between—with respect to enforcement; is that correct ?

Senator Winriaxms. Yes, thatisright. _ ,

Mr. Surrey. Yes. That is a matter that I think the Commissioner
cs;n answer much better than I because I do not have all the details
of it. \ :

Senator WrLrrams. Will the tax returns be made available to th
Department of Justica for the consideration of the prosecution of cases
other than those involving tax matters? y ‘

Mr. Surrey. I simply am not aware one way or the other of the
working arrangements. ‘ ‘ ,

Senator WirLiams. You havenotsatin on any of those?

Mr. Surrey. No, I have not,sir.

Senator WiLriams. That is all, e v

“The Cnamrman. Mr. Surrey, I want, first, to say that I think you
have made a frank witness. You have answered the questions as well
as you could under the conditions. Of course, the committee has been
haudicapped by the fact that it was forced to resort to statements of
yours made in articles and statements of some years ago. You have
replied at times that these stateinents were made as a private citizen,
and that as time goes on you may change those views.

- May I ask'if the report that you made to the President represents
“fully your views on your philosophy of taxation ¢ o .

Mr. Surrey. No, sir; it does not in this sense: As of any given time
one tries to give his views as completely as he can. -One learns soon
thereafter when more information bécomed ivaiiable to himi, that the

"dimensions-of the problem cliange, and one has to give consideration
4 lt)o»fz\tt,itudes, viewpoints, and .information that were not available
efore.
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I think in the tax field this is constantly the problem, and one has
to have an open mind so that he is receptive to the new information
that comes to his attention.

The Cuairaan. It was the latest expression of your views on tax-
ation, I assume, when it was prepared . |

When was it prepared ¢

Mr. Surrey. It was in December, and I have learned since Decem-
ber information I did not have as of December. o

The Cuamrman. Could it be that the reason the President has not
made this public is because you would want to revise the recommenda-
tions you made to him then

Mr. Surrey. No. I donot know one way or the other on that, but I
just wanted to indicate—and this is not any attempt, sir, to avoid your
question, it has just been borne in on me in the months I have been
sitting in the Treasury, what a vast araount of information becomes
available sitting in tlulayl‘reasury Department. o

The CrairmaN. If you were asked to head another task force would
you make other recommendations ¢ :

Mr. Surrey. 1beg your pardon $

The CHAIRMAN. Ig you had enother tusk force, now, for example,
&mgil?you make a different report from the one you made on Decem-

r

Mr. Surrey., I think on some of the matters here and there touched
on, I think that my views might well be different.

Might I add this: I think in 2 or 8 months from now my views on
other matters would be different than today if new information be-
comes available.

The Caamxaan. I think the rigor of the examination, as expressed
by Senator Douglas, comes from the fact that the committee was
forced to rely upon the statements which you made covering broad
fields years ago. ‘

Now, have you any expectation that this report that you made to the
President will be made public?

: Mr. Surrey. I just do not know one way or the other, Senator, on
that.

The Cratrman. I have been requested, Mr, Surrey, by members of
the committee to write you a letter asking for a full -expression of

our views which may parallel, perhaps, the report you made to the
resident, and I assume that would be entirely proper.

The President is unwilling to release the report, notwithstanding
the fact that he has nominated you for this position. Perhaps this
is the most important position, in respect to taxation in the Govern-
ment. It must be presumed that your recommendations will receive
support by the Secretary of the Treasury and others,

o I want to say to you, sir, if we [])repare such a letter its purpose
would be to do justice to you as well as to ourselves, because your
philosophy of taxation is not entirely clear by reason of the state-
ments you have made in the past, which you now think should be
reconsidered. - - ‘ .

. T assume you would now be prepared to give an up to date reply to
the committee as to your philosophy in response to the guestions set

forth in such a letter.

}
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- Senator: zA,unmsox -Miglit & ask, Mr. Suiwey, did you sigh this:re-
part asyour:sole work ov:were there some ut.her pﬁopks wmh you on
the anel ¢ S
r«Sureey: Thidwasa. composxte rdlmrt Pl
Senator ANDERSON, Were you!responsible for the thmkmgxof the
other four people? SRR
Mn [Soreet.. No, bir, - This wes 4 compomte mpm‘t of, the grmlp
It was not solely my views.." .- 7. sotin
Sendtor AnnersoN. That iswhat I undemtpnd it to be. v
“The Cuaigman, Didn't you prepare the-report actuallys? v
Mr. Surrey. This group had a number:of meetings, .. The dmft
whs [goné over:by:every member of the task force. Every: :membar of
the group went over it. Thaxe was: consulmtlon mth ofher, parsons,
and this was not my——
- The Cpamman. But you ﬂgvce wholly w1th tha report, do you not?
You did not dissent ?
 Mr. .Surrgy. I think we. lﬂl mgreed that- nt was 2 cmxsensus of a
group. This would be the consensus of the group. |
The Cramman. Has the President ever gwen youzany xeason *why
.hb did not-makeit public? .
Mr. ;Surrex. The President has mot.. gwen me any reagon ,on tlus
I am only statmg my nssumptlon that'it was a matter wluch, smoe it
was written tothim confidentially—— i
The CuarMaN. It was givenito him conﬁdentmll 2. 4
Mr. ‘Surrey.. Given to him ‘confidentially, ‘and do not; know
whether ‘he wanted to discuss it. with other members of the dd-
ministration or not. Maybe he felt that in the tax fisld it was inap-
propriate to release a report of this nature because this was a mstter
that should await a tax message to the Congress and that tax matters
of this nature should be handled in the traditional faghion of a tax
message to the House Ways and Means Committee, and parhaps that
maéy have been in his mind.
enator Kerr. As I understand the chairman’s uestion it was
totally disassociated from the report, and it was onithe basis that it
would be had there been no report, as I understood he asked Mr.
Surrey, if he'would submit to hima letter with eertain :questions,
would Mr. Surrey give the committee his views on those guestions.
Senator Anperson. I would, agree, Mr. C‘hmrnmn I t.hmk that is
entxrely 1propex
I would only sa, that T would not see any way by whxch M1 Surrey
could compel the President of the United States to release the report.
. The Cuammax, I did not ask for that. His task force report on
taxation was not made public. T simply pointed this out.in explana-
tion of the unusual procedure of asking for wmtten answers: ‘to written
questlons
Senator Anperson. Mr. Chairman, § think it 18 perfectly obvious
why the report is not made -public. I received from -investment
counsel a recommendation with reference to a certain isecurity. I
could not quite understand it, and I wrote to one of the best known
investment firms in the countr:, :and asked if the man who:sent tme
that. would .a¥nlain ?lnvntn]v to.me his recommendation. . -
Now, if the taxation of that individual industry came before the
committes, T would not think I should be required to produce the
letter sent to me in confidence.
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* The President of tlie- United States agks for some information, and
a_committes gave it to him. It scems to me that the President of the
United States is the enly jperson that can turn that loose. :I quite
agree it is proper for the chairman to ask for the vxesxs in wvitmg of
the indlividual. ot
SnThe CramryaN. That is what has been proposed Tl\&nk you; Mr.

m ey %

Ml‘.ySURREY Thank you, Mr. Chmrman.

The CuarMaNn. The next nomination is that of Robert Hunung-
ton Knight, of Connecticut, to be General Counsel for the Treasury.
Mr, nght, will you muke your statement,.

smmnnm OF ROBERT HUNTINGTON XNIGHT, NOMHEE '1‘0 nn
- 'GENERAL COUNSEL FOR THE TREASURY -« :-

Mr. Knigir, Mr. Chairman, and gentlemen, T harg no vxqpafed
statement. I understand there has been submitted to t;he;members of
this committee a 'brief: bxogm{)hmal summary of my. caveer to date

(The biagraphical sketch follows

i ROBERY: Htmmnrox Knmné ”

Place and :date of birth New Haven, Conn., ;ﬁ‘ebruary 27, 1919 Father:
Earl Wall Knight (deceased). . -Mother: Frances Plerpont Whitney Knight,
“Albemarie.County, Va. .

Education: Philips Academy. Andover (1938),. Yale University (B.A. 1940) ;
‘University of Virginin Law School (LL;B. 1647). Law school hoyors: edjtor-in.
chief, Law Review ; .president, Moot Court; member of various honorary and
aociﬂl organizatlons

‘Martied : Alice Vall§; December 14, 1940. .Children; Five. Residence, 2008
N Street NW., Washington, D.Q.

Brief career summary:

- 1940-41:. Account executive, John Orr Young, Inc. (ddvertising ageney).
010 Fifth Avenue, New York, N.Y.

51941—45 U.S. Army Air Force. (honorably separated)

:1047-49: Assistant: professor, University of Virginia La\v f:ehool ,

1040-64: Associate, Shearman & Sterling & Wright (law firm), 20 Ex-
change Place, New York, N.Y.

1935-58 ; Partner, Shearmnu&Sterling&Wﬂght '

 November 10, 1938,-to January 20, 1061 : Deputy Assistant Secretary ot
Defense (International Security Affairs).

Memberships: Member of New York State Bar :a.nd a number of profes-
‘sional, social, and charitable clubs and organfzations.’,

Mr, Kniont. I have also submitted to the chairman of the com-

mittes a letter which sets forth the disposition: which I have made of
my affairs 2 years ago when I accepted a position in the office of the
‘Secretary of- fexxse, and.if confirmed, I would intend to continue the
arrangement of my affairsin this pattern.
- As General Counsel to the ‘Treasury, my job is to render lega’l
advice primarily rather than to formulate policy. To the extent
‘that the committee may be interested in my views, I.might say that
I have read the statements very carefully which have been made
by Secretary Dillon before this committee, and others, and I am in
general accordance with his views. ~

I will ‘be glad to answer any questmns you mxght have, sir.
 The GnarmaN, Is-there any conilict of intersst? Have you gons
into that! Have you submitted to the committee a statement on
the question of the conflict of interest { ,

67514—61——6
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Mr. KniouT. Yes, sir. I have submitted a letter to the chairman
setting forth the facts in this regard.

The Cuarratan. There is no conflict of interest

Mr. KnioaT. Inmy opinion, none at all, sir.

The Cuamyan. That letter will be inserted in the record.

(The document referred to follows:)

WaeHINGTON, DNC,, February 14, 1961.
Hon. Haray F. BYRD,
Chairman, Commitice on Finance,
U.8. Senate,
Washington, D.C.

DeAR MR. CHAIRMAN: I am advised that the President i{s proposing that the
U.8. Senate confirin my appointment to the Office of General Counsel of the
‘Treasury. This letter sets forth the disposition which I made of my private
affairs in connection with my recent service in the Office of the Secretary of
Derense and which continues to date, ' ’

1. On November 3, 1958, I withdrew from the private practice of law with
the partnership of Shearman & Sterling & Wright, 20 Exchange Place, New
York, N.Y., and, pursuant to a settlement agreement, I divested myself of my
right to share in fees earned by that partnership ufler the date of my
withdrawal, ‘ ’

2. All of my personal securlty holdings have been converted to cash, savings
accounts, or obligations of the U.8. Government.

8. Prior to my departure from New York. in 1958, I resigned from any aund
all connections with private organizations or enterprises for profit.

My wife and children are beneficiaries in common with other relatives of
my wite of certain trusts created by ancestors of my wife. However, I exercise
no control or influence over the composition of the corpus of these trusts or over
policies affecting distributions made therefrom.

I shall be happy to answer any questions that you or other members of the
‘committee may wish to address to me concerning the foregoing or suy other
arrangements that would seem advisable to assure compliance with the letter
and spirit of laws concerning conflicts of interest. You may be assured that I
have taken every step that bas occurred to me as appropriate to that end.

Respectfully,
RopeErT H. KNIGHT.

The CairMAN. Are there any questions?

Senator ANDERSON. Are you a registered—are you registered as a
voter in sither party ¢

Mr. KniouT. Iam not presently registered, no, Senator.

Senator AnpersoN. When you were last registered, were you regis-
tered as a Republican?

Mr. Kn16HT. Yes,sir, I was. ‘

Senator AnpersoN. When did gou change or haven’t you changed?
Did you change your registration '

Mr. Knigar, No. It expired.

Senator ANDERrsoN. Then you are still registered ¢

Mr. KnrouT. I have not been eligible to vote for the last several

ears.

y Senator AxpersoN. Has it expired? Don’t you remain registered ?

Mr. Kn~igaT. I did not have an opé)ortunit to register at the last
time for registration. I sold my residence in Connecticut, and I have
been living in Washington since that time. : .

Senator ANpersoN. For how long?

Mr. K~renr., Sirce November 1958. |

Senator ANDERSON. Do ihey have an absentes ballot law thers!?

Mr. Kntoeur. Yes, siv. But I was not registered under the laws of
Connecticut. One has to register under the laws of Connecticut
annually, and I did not have that opportunity. :




NOMINATIONS 79

Senator AnpersoN. I do not follow you. Weren’t you living in
Connecticut in November 1958¢% -

Mr. Kn1aut. Until November 1958 ; yes, sir, I was,

Senator ANDERSON. So you could have gotten a ballot?

Mr, Knraur. In 1958, yes, sir.

Senator ANpersoN. Yes. Did yout

Mr. Knionr. No, I did not. In 1959 my registration expired, and
it was not renewed.

Senator ANDERsON. You could have kept it alive even though you
wore living in Washington ?

Mr. Knionr. I was living in Washington—I believe that I could
not—I was unable to take the time away from my duties to go to
Connecticut at the proper time.

Senator ANDERSON. You are an attorney §

Mr. Kn1anaT. Yes,sir. . : :

Senator AnpersoN. I am not, so I speak freely on these legal points.
But couldn’t you qualify? The mere fact that you moved your family
to Washington does not deprive you of the right to have a legal
residence in Connecticut, does it? :

Mr. Kx1ouT. No, it does not, sir.

Senator ANpersoN. Was it your lack of interest in politics, then?

.. Mr. KniagaT. No, it wasnot.

My family, after November 1958, were living here in Washington,
and I sold my residence in Connecticut. However, I intend to return
to Connecticut and I assume that Connecticut is the place of my legal
residence. '

Senator ANpersoN. What effort was it to register?

" What do you have to do to register?

‘Mr. Kx~1euT. You have to go in person to the proper place annually,

if I recall, and register.
98§?a.bor ANDERSON. And you have not been to Connecticut since
195 : ‘ '

Mr. Knteur. Not at the proper time for registration.

Senator ANDERSON. Is there a limited iime in which you can
register, a specific day ¢

fr. KxieuT. There is, I believe, a limited period for each election;

sir. .
yaséenabor Kerr. Is your residence in Connecticut such that you could
now register there 1f you were there at the proper time, or would
you again have to establish your residence thers in accordance with
their law? :

Mr, Xniguar. I believe—I am sorry, but I ain not wholly familiar
with the requirements in that regard. I might very well have to
produce a proof of residence, which I might not be able to now, not
owning a place to live in Connecticuit. ' :

. Senator WiLLiams, Mr. Chairman, T join both the Senator from
New Mexico and the Senator from Oklahoma in urging you at. the next
registration day that you try to register and continue with your
support of the Repuiblican Party. S : .

enator Doucras. Mr. Chairman, may I say that I intend to vote
for.the confirmation of Mr, Knight, even though he was a Republican
or if he becomez a Republican again. And may I say that I think
this administration has set an example which the previous administra-
tion' did ‘not set in appointing a mimber of people of the opposite
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Kohtlcal faith, and in this respect - we have set an example which I
ope the party of my friend from Delaware will follow if the country
should ever be syfficiently unfort\mate to hzwe them assume national
power once more.

Senutor WirrLiass. As I recall correctly, there were a-few appointed
before, although I will say again I congratulate the Senator from
Tllinois likewise on the fact that his-administration is patterning after
some of the good practices established under the precedmg a mlms-
‘tration. Thope they will follow through. -

Senator Douaras, The previous ¢ adnmmstmtion vu-tually appomwd
no Democrats at all.

Senator WiLriaMs. Who was the'ﬁrst Secretury of(Labor?

Senator Douaras. One man.

Senator Kerr. And he, if 1 remember correctly, could not- take it.
The environment was sp frigid, he could not take it.-

. Senato¥ "ANDERSON. My interest in tliis is as follows: \

“Mr. Dillon is also a re%i:ered Republican. You worked for M.r.
Dillon Ia(mmrent;l;;' in the State Department? -

Mr. Kniaur. No, sir; I was in the Defense Department

Sena. )r . ANDERSON. Intm'natlonal Security Affalrs?

‘Mr. Kniear. Yes, sir.

Senator ANpersoN. Was it he who brou fht you into this- posxtmn?

Mr. KniguT. I believe he recommended me for it; yes, sir.

Senator ANpEersoN. So he naturally would probably turn to e
Republican.

Senator Douaras. Ma f{ I say I think Mr. Dillon has made excel-
lent appointments,-and 1 do not think we should hold it against Mr.
Knight because he was a registered Republican, and I think it is
a furthm indication of the broadmindedness of the present adminis-
tration.
~ Senator WirLiams. Not only should not hold it against hlm, but
you should compliment, him.

Senator AnprrsoN. I am not arguing the point, Some of us are
trying to get Democrats & pointed, and we are having a hard time.

Senator WrLrLiams, Well, we want good qualified men.

Senator Anperson. I have no further questions. .

Senator Kerr. I just want to say this, Mr. Knight: I think you
are an able man and a good man, and Mr. Dillon is fortunat,e to
~have ou. I just donot want you to either be intimidated or seduced

¢ partisan remarks of the members of - this comlmttee
f ‘mwhfm']
" The CuAirMAN. Ave there. any further - questwnsfl

Thank you, Mr, Knight, -

‘Mr. Knigar. Thank you very much Mr Chalrman -

The Cramrman. The next nomination is that-of Boxsfemllet J ones:
of Georgia, to be special:asdistant.on health and medical aﬁ'ams to-
the Secretary of Health, Education, *and Welfare ‘

Senator Talmadge.

Senator TArLMADGE. Mr. Chairman, T would hke to make a sta.te»
ment regarding the nomination.of Mr. Boisfeuillet Jones.

T have .known Boisfauillet Jones for some 12 or 18 .years.as &
-personal ‘friend.

“His character is excellent, he is experienced, he is. dedicated, he
‘is hard working, and I: think the will do an. outstanding .job in the
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position that the President has nominated him for, and I urge this
committee to advise and consent to his nomination.
The Cuamrman. Thank you, Senator Talmadge. . N
M. Jones; would you care to makeany statement for the committee

STATEMENT OF BOISFEUILLET JONES, NOMINEE TO BE SPECIAL
ASSISTANT ON HEALTH AND MEDICAL AFFAIRS TO THE SECRE-
TARY OF HEALTH, mucmiow, AND WELFARE o

Mr. Jones. Mr. Chairman, I have presented to the committes a
brief biographical sketch. Y have no prepared statement to make.
I will be'glad to respond to any questions: |

(The biographical sketch of Mr. Jones follows:)

BoIsFEUILET JONES

Born ;' Macon, Ga., January 22,1913, .

Education: Emory University, Atlantd, Ga., B, Ph,, 1034; LL.B,, 19373 Atlanta
elementary and high schools. .

Positions held: .o . : L

Emory University, 1946, vice president and administrator of health serv-
fces, 1054; dean of admiinistration, 1948-54; ausistant to the president,
194848 ; nssistant professor of political science, 1046-52.- -

Lieutenant, USNR,. Bureau of Ordnance; Washiogton, D,C., 19043-486. -

National Youth Administration, 193543, Georgia State administrator,
104042 ; regional administrator, 19042-43.

Community activities:

Director, Protestant Radio and Television Center.

Director, Atlanta Speech School, Ine.

Member, National Advisory Health Council, 1956-60.

Chairman, Committee of Consultants on Medical Research, U.8. Senate Com-
mittee on Appropriations, 1859-60. ‘

Memberé‘gommlssion on Human Medicine, Southern Regional Education Board,
1948-49.

Memlgaé'é ‘Advisory Committéé on Health Policy, Democratic National Committee,
1960.

Member: Omicron Delta Kappa (leadership), Phi Delta Theta (social), and
Phi Delta Phi (legal) fraternities; American' Academy of Political and Social
Scierice ; number of professional organizations.

Political affiliation: Democrat. : ‘

_ Marital status: Married Anne Baynon Register; two children, Laura and
Boisfeuillet.  Home address: 2701 N Street NW,, Washington, D.C.

Designated position: Special Assistant to the Secretary (Health and Medical
Agg!re), Iﬂ)epaxtm'en‘t‘ sf Hea!;‘a, 'AEﬁi'iCﬁtiOil,. und Weifare. '

The CuAmmax. You have a strong"‘gi:ec;omnwndatién by Senator
Talmadge, and that goes far in this committee.

. Mr. Joxgs. Thank you,sir. .

The CeAlRAtAN: ' Atetherdany questions? o y

- Thank you very much, Mr.Jones. . . . ..~ =~ 7

My, Jones. Thank yon. . ' . . S

Senator Anperson.” Herman Talmadgd did everything for you that
needs to havebeen'done. . | ‘

Mr. JoNes. Yes, sir. . . _ 1 S
- The Culnitsman. The' comiiiittes will recéss umtil 2:30, when we
will take up the nominationg of Thomas D’Alesandro, Jr., to be &
member of the Renegotiation Board, and Mr. Wilbur J. d‘o‘hon, to
behan Assistant Secretary of Health, Education, ind Welfare, and
others. , S

(Whereupon, at 12:30 p.m., the committee recessed, to reconvene

at2:30 p.m,, the same day.
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AFTERNOON SESSION

The CiairaaN. The commitiee will come to order.

The Chair recognizes the Senutor from Maryland, Mr. Beall, to
present the first witness.

Senator Bearn. Mr. Chairman, I have the honor of presenting to
this committes the Hon. Thomas D’Alesandro, Jr., whom the Presi-
dent has nominated for Renegotiation Commissicner.,

I would like to say, Mr. Chairman, I have known Mr. D’Alesandro
for npproximutely 40 1yenrs.

Wae served in the Maryland Legislature together; we served in the
Hous}e of Representatives in Washington for some 8 or 10 years
together.

Ir, D’Alesandro was elected three times mayor of Baltimore. He
served his State and his city with distinction and credit, and it is a
great pleasure for me to recommend him not. only because of my per-
sonal knowledge of Mr. D’Alesundro but because I recognize his abil-
ity as an administrator.

He demonstrated his ability in operating very successfully and
commendably the sixth largest city in the United States, the city of
Baltimore, and I do ask the favorable consideration of this committee.

Mr, Chairman, I would also like to add the endorsement of my
collengue, Senator John Marshall Butler who is necessarily absent
today. Thank you.

The CrrammAaN. Thank you very much.

Senator ANpersoN. Mr, Chairman, can T say that I served some
time in the House of Representatives with Mr. D’Alesandro, and I
have a very fine impression of him. I know a good deal about the
work he did in Baltimore, and I would like to second and support what
Senator Beall has said.

Senator Kerr. Mr. Chairman, I would like to ask the witness a
few questions.

The CaamRMAN. Senator Kerr,

Senator Krrr. As I look at you and I look at Senator Beail and I
look at Senator Anderson I see a great differential or wha{ appears
to be a great differential in your age. Are there any young men with
whom you are acquainted? [Laughter.]

STATEMENT OF THOMAS D’ALESANDRO, JR. NOMINEE TO BE A
MEMBER OF THE RENEGOTIATION BOARD

Mr. D’Avesanoro. I have six sons and a daughter, and seven grand-
children, Senator.

Senator Kerr. Well, that neither impairs nor enhances your quali-
fications for this S)ositlon. I am just asking you, are you acquainted
;lvithgany youth other than your own family who might vouch for you

ere

Mr. D’Avresanbro. Yes, the President of the United States.
[Laughter.] ‘

Senator Kerr. There are those who had indicated they thought he
was somewhat youthful. I have thought he was more mature than
that, but maybe that will serve.
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The CuamaaN. Do gou have a statement to make with respect to
any conflict of interests
fr. D’Aresanbro. No, Mr. Chairman.
The CrairMaN. Are there any questions?
&‘No response. )
he CuammaN. Thank you very much,
Mr. D’Avresanpro. Thank you, Senator.
The Cuiamaran. Thank you, Senator Beall.
(The biographical sketch of Mr. D’Alesandro follows:)

THOMAS D'ALESANDRO, JB.

Born : Baltimore, Md., August 1, 1003.

Mayor of Baltlmore, Md, 1947-59. (Lcegislative chairman, U.8. Conference
of Mayors, 1047-50, representing conference before Senate and House commit-
tees on matters pertaining to municipalities.)

Member of Congress 1939-47; 76th, 77th, 78th, 79th and 80th Congress.

Setrved on following committees: Appropriations, Interstate and Foreign Com-
merce, Labor, Patents, Invalid Pensions, District of Columbia. :

Member, Baltimore City Council, 1935-38.

Served as general deputy.

Collector of internal revenue, 1933-34.

Member, Maryland State Legislature, 1927-33.

Served as Democratic national committeeman for Maryland, 1953-57.

Education : 8t. Leo's Parochial School, Baltimore, Md.; Calvert Business Col-
lege, Baltimore, Md.; honorary degree, doctorate in business adwministration,
University of Maryland. .

Private business: Thomas D'Alerandro & Son, Insurance, 210 East Redwood

Street.

Residence : 245 Albemarle Street, Baltimore, Md.

The Cuamyan. The Chair recognizes Senator McNamara and
Senator Hart. ,

Senator McNasara. Thank you, Mr. Chairman.

Knowing the tremendous amount of work the committee has had, I
will be as brief as possible.

Senator ANpErsoN. Would the chairman indulge me for just a
moment? I have been called to a meeting at another spot because
of a situatinn in another part of the world, and I cannot remain, and:
if the two Senators woukf) permit me to do so, I would like to say, Mr.
Chairman, that I have known Wilbur Cohen for a good many years,
and I have been engaged in some of the same places or similar places
in which he has beer. engaged in connection with unemploymer.t com-

ensation. e was the first director of unemployment compensation
1n my State in 1936, and I have known a good deal about him, and I
merely want the record to show that I endorse him wholeheartedly
and vigorously, and would be happy to stay here and testify at lengtﬁ
for him if the opportunity permitted.

I have to be at the Capitol by 8 o’clock, so I was afraid I might get
into conflict. I apologize, Senator McNamara, and Senator Hart for
breaking in, but I did gesire tc make that brief statement. ‘

The CaarrMAN. Thank you, Senator Anderson.

Senator McNamara, youmay proceed.

Senator McNamara, Thank you very much, Senator.

Mr. Chairman, I consider it a privilege and pleasure to present
to this committee Mr. Wilbur Cohen—a good citizen of Michigan—
who has been nominated by the President for Assistant Secretary of
the Department of Health, Education, and Welfare.
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¢*/Mr; Cohen i nationally: known as one of the solindest authonities in
the field of social welfare in the country. At the University of Michi-
gan he has made notable contributions toward the training of students
and practitioners in this field..- - oo oo ¥

I have known Mr. Cohen for a number of years and: have benefited
from his advice and counsel. S P RN

He is a man who has earned profound respect forhis ability—his
expert knowledge and his personal capacity for:working well with
Efeople——both in the exedutive branch of the Government and with

embers of the Congress.

He served—for the past 2 years—as consultint for the Senate Sub-
committee on Problems of the Aged and Aging—of which I had the

rivilege of bding chairman——and before that to the full Committee on

bor and' Public Welfare. ‘ P

I am proud of the fact that Mr. Cohen is a resident of Michigan
and a distinguished professor at the School of Social Work of the
University of Michigan. - A : ,

He has been called upon time after time by Governors and legisla-
tors—of both parties in our State—to assist in' developing legisiative
p,rograms to meet the State’s.social and economic needs. -

Mr. Cohen: has dedicated his life to service to his country and to
making thé public service a life of distinction aiid contribution.

T khow of no one more devoted to this Nation of ours—and more
dedicated to achieving the great purposes of our Founding Fathers:

I want to again thank you for the privilege of appearing here and
introducing this distinguished citizen of our State.

- The CHamMaN, Thuuk you, Seuutvr MoNamnru.

Senator Hart ? :

Senator Harr. Mr. Chairman, thank you very much. I am here
simply to say “Amen” to all that my senior colleague has said. We
are very Hmud of Wilbur Cohen in Michigan, and I hope the com-
mittee will vete favorably for him. ,

The CrARMAN. Mr. %ohen, you cru proceed, sir, to make a state-
ment if you care to do it. 4 | |

STATEMENT OF WILBUR J. COHEN, NOMINEE TO BE ASSISTANT
 SECRETARY, HEALTH, EDUCATION, AND WELFARE

Mr. CoueN. My name is Wilbur J. Cohen. I sm professor of pub-
lic welfare administration at the University of Michigan on leave. I
have a full biographical statement here, if you will like to have it
introduced into the record. , .

The Cramman. Without objection it will be inserted in the record.

(The biographical sketch of Mr. Cohen follows ;) .

BIOGRAPHICAL INFORMATION, WILBUR J. COHEN, ASBISTANT SECRETARY-DESIONATRE
' © 7 F o HRALTH, EDUOATION, AND WHLFARD | » i (- .
Professor of public welfare administration, School of Social Work, the Uni-
versity of Michigan, Ann Arbor, Mich;, 1066-61. '° =~ S
Director, Division of Research and S8tatistics, Soclal Security Administration,
Department of Health, Education, and Welfare, 1938-56. - =~ .-- ..« - °
- Gradudté of the University of Wisconsin, (labor econormics) 1934, Received
John Lendrum Mitchell memorial gold medal for the outstanding thesis in in-
ggfltﬂz%l' }‘elatlémé on “A History of the International Assoclstion of Machinists;
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" . Aseletant to the Executive Director (Edwin E. Witte) of President Roosevelt's
Cabinet Committee on Economle Becurity (1034-58) which drafted the original
S8ocial Becurity Act. Technical adviser to the Ohairman of the Bocial Security
Board (Arthur J. Altmeyer) and to the Commissioner for Social Security (1935-
52) in charge of program developimnent and legislative coordination work with
Congress, \ :
Cﬁfxlrnmu of the Tripartite Committce on Health, Welfare, and Pensions of the
Wage Stabilization Board, 1051, which recommended policy, and Chairman of
the Committee, 1952, which administered the stabilization program for such
plans,
. Member: Advisory Council on Public Assistance, 1959 (appointed by the Sec-
retavy of Health, Education, and Welfare) ; Committee on Penslon Costs and
the Older Worker, 1956 (appointed by the Secretary of Labor) ; State Council
of Health, Michigan, 1960 (appointed by the (dovernor) ; Consultants Committee
to the Children's Biireau, 1960 (appointed by the Chief of the Children’s Bureau),
Represented the Y.8. Government in international conferences on Social. Se-
curity in Brazil, Chile, Mexico, Argentina, and Venezueln, to the International
Conference of Sociul Work iun India (i802) aud (o the International Labor Con.
ference (1846 and 19561). o : . t e
.- Author. of “Retirement Policles in Social Securlty,"vvnivers!t? of, California
Press, 1057. Coauthor of the books, “Readings in Social Security,’ (wfth William
%aber) 1048, and “Social Security.: Programs, Problems, and Policdes” (with
Willlam Haber) 1060. Author of various articles and reports on employee bene-
fit plans, retirement, social security, medical care, and aging, i1 the Encyclopedia
Britannica, Public Welfare, S8ocial Service Review, Industrial and Labor Rela-
tions Review, Bocial Work Yearbook, American Journal of Nupsing, angd other
professional journals,
! -Beoegived the Disiluguisbed Service Award; Department of Health, Education
and Weitare, 1650 in recognition-ef excontional service in the development of
soclal security programs; received the National Conference on Social Welfare
Award, 1957 for outstanding contributions- to social welfare; received Distin-
guished Service Award, Group Health Association (Washington), 1056.
- Director, Division of Employment, Welfare, Retirement, Second International
CGerontelogleal Conforence, 1081 consultant ta aglds, Seaats Comntites oii Labur
aund Public 'Welfare (U.8. Congress), 1956-567, 1959 eonsultant on aging, United
Nations, 1956-.7; chief consultant, Committee on Neighborhood Goals, National
Federation of 8ettlements and Neighborhood Centers, 1957-59; consultant, Social
Becurity 'Administration, 1956-60;i chairman, 'Advisory Council, Retirement
Advisers, Inc., 1958-60; chairman, Goiernor’g Btudy Commission: (Michigan)
on- Public Heaith, '1966-67 ; . member, ‘Governor's task force on‘public health
(Michigan), 1959 ; chairman, task force on health, Advisory Committek on Re-
orginigation. (Michigan), 10584 inember,: Advisory' Commiitice on Employment
Problems of Older Persons (Michigan) 1058-59; member, Adrisory: Committee
for the"'White House Conferprice on Aging to the Michigan .Commission on Aging,
1859-60 ;- consultant; Planning: Committee on the Impact.of hifiation o1 Retired
Citizens, White House Conference on Aging, 1950-60; vice chairman,.Anierican
- Parents Committee, 1960,
Visiting professor, School of Soctal. Welfare, U.C.L.A., 1957. -
Member ;- Editorial board, Social Work; Committee on Public Welfare Policy,
‘American Public Welfare  Association; Committee on Social Regearch, Inter-
natlonal’ Association of Gerontology; board of trustees, Group Health Agso-
c¢lation, 1950 executive committee, National Conference on Social Welfare, 1957~
60 ; honse of delegates, Council on Social Work Education, July 1, 1959, to June 30,
1962 ; Curriculum Committee, Council on Social Wérk Education, 1969-60 : Ameri-
can Public Welfare Association, Council on Social Work Education, National
ﬁsaoﬁﬂation IOtdsof:iaall %Volrkggs,‘ Royal Sg‘cigty'oiffge'alth; National Counci! on
e ng; Industrigl Relations Research Association; American Eesi.omie As-
sociation; American Public Hmlmiwﬁg 3 H}c{llgan,,Wﬁgﬁi‘.re. League;
Michigan Soclety of Gerontology; Commissfon on Socia Policy and Action, Na-
tional Association of Soclal Workers, 1057-62; board of dipectors, National Asso-
ciation of Social Workers, 1939-80. - P I S oL

Mr. Conen. I was born in Milwaukee, Wis., went to the University
of Wisconsin where I wag trajned as an economist under Prof. John
R. Commons, Selig Perlman, and Edwin E. Witte. I later entered
the Federal Government where I was coniected for some 21 years with

b L R . Lo Yoae Sl o
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the Social Security Administration and the predecessor agencies of
the Department of Health, Education, and Welfare.

In 1956 I left the employment of the Federal Government, nnd
became professor of public welfare administration at the Univer ity
of Michigan from where I am now on leave.

I have included in my biographical statement, some of the books
and pn?ers I have written in this biography and some of the affilia-
tions of a professional character.

In Michigan I have been a member by appointment to the Governor
to the State board of health and to other health advisory committees,
which are listed in my statement.

I was appointed by President-elect Kennedy to be the chairman
of his task force on health and social security, and I have here a copy
of task foree report if you would like, Senator.

The Ciiamrman. Do you desire that inserted in the record ?

Mr. Conen. If you would like, Senator. I have it here for inser-
tion in the record.

The Cramman. Without objection it will be inserted in the record.

(The document referred tv 1ollows:)

HEALTH AND SOCIAL SECURITY FOR THH AMERICAN PEOPLB

A report to President-Elect John F. Kennedy by the Task Force on Health and
Soclal Security .

MEMBERB

Wilbur J. Cohen, Chairman, professor of public welfare administration, the Uni-
versity of Michigan, Ann Arbor, Mich.

Dc]e&n A, Clark, M.D,, gereral director, Massachusetts General Hospital, Boston,

ans.

James Dixon, M.D., president, Antioch College, Yellow Springs, Ohio

Herman M. Somers, Ph, D., chairman and professor, Department of Political
Science, Haverford College, Haverford, Pa,

Robert B. Coocke, M.D., professor of pediatrics, Johns Hopkins University
School of Medicine, Baltimore, Md.

Joshua Lederberg, Ph. D., professor of genetics, School of Medicine, ‘Stanford
University, Palo Alto, Calif.

Elizabeth Wickenden, acting director, project of public services for families
§ndkch§ldren, New York 8chool of Social Work, Columbia University, New

INTRODUCTION

The Task Force on Health and Social Security was appointed by President-
Elect Kennedy to review from among the most pressing and significant health
and welfare proposals those which should have priority in the initial phase of
the new administration.

The recommendations of the task force consist of the following proposals:

A. MEDICAL AND HEALTH PROGRAMS

1. Medical care for the aged and other social security beneficiaries.
2. Medical education and medical manpower.
3. Medical research. - )
" 4. Medical care facilities.
5. Establishment of a National Academy of Henalth.
- 8. Creation of a National Institute of Child Health,

B. BEBVICEB FOR FAMILIES, CHILDREN, AND OLDER PERSONS

7. Assistance to children of an unemployed parent.
8. Preparation of a family and child welfare services plan,
9. Strengthening and streamlining administrative organization.
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O. UNEMPLOYMENT INSURANCE AND BOCIAL BECURITY PROGRAMS

10. Improvement of unemployment insurance.
11, Improvements in the old-age, survivors and disability insurance program.
12. Improvements in public welfare.

The task force has had available to it the public recommendations of various
groups, and a substantial body of data, including the information and conclu-
sions in the following official reports which have been of inestimable value to it
in making its recommendations:

1. “Federal Support of Medical Research: RReport of the Committes of Con-
sultants on Medical Research to the Senate Committee on Appropriations” (the
Jones report), 1060.

2. “Physicians for a Growing America: Report of the SBurgeon General’s
Consultant Group on Medical Education” (the Bane report), 1959.

3. “The Advancement of Medical Research and Education Through the De-
partment of Health, Education, and Welfare” (the Bayne-Jones report), 1958.

4. “Hospitalization Insurance for OASDI Beneficiaries: Report Submitted to
the Committee on Ways and Means by the Secretary of Health, Education, and
Welfare"” (the Flemming report), 1959,

6. )“Rl%%%rt of the Advisory Council on Public Assistance” (the Mitchell re-
pOl't [} .

6. “Report of the Advisory Council on Child Welfare Services” (the Kidneigh
report), 1959.

7. “The Condition of American Nursing Homes," a study by the Subcommittee
on Problems of the Aged and Aging of the Senate Committee on Labor and Pub-
lic Welfare (the McNamsra committee), 1960.

8. “Report of the Special Committee on Unemployment Problems,” 88th Con-
gress, 2d session, Report No, 1208 (the Eugene McCarthy committee), 1960,

The task force urges the favorable consideration of the proposals discussed
in this report.

HBALTH AND SCGUIAL SEUURITY FOR THE AMERICAN PEOPLE

An adequate standard of heanlth and welfare for all of the American people
requires the leadership and support of the Federal Government.

The American people have recognized and accepted the responsibility of the
Federal Government to help improve health and welfare services. This prin-
ciple requires effective implementation in 1961,

The task force has confined itself to the most immediate necessities for
Federal action and does not present its recommendations as a complete program
for health and welfare. We have been deeply conscious of the need for selec-
tivity in the light of the cost of such proposals in relation to the other imperative
and immegdiate fiscal and administrative demands upon the Federal Government,
We bave also been concerned about the most effective and practical methods
of meeting these costs znd are proposing fiscally sound methods to achieve the
desired objectives, QOur proposals place a major reliance on the self-financ-
ing methods of contributory social insurance and repayable loans supplemented
only where clearly necessary by funds from the general revenues.

A. MEpIcAL AND HEALTH PROGRAMSB

The United States can be proud of its remarkable and continually improving
health and medical care personuel, facilities, and programs. Yet, in our coun-
try there are still significant medical care needs which can and should be met
and which can only be met if the Federal Government takes a more vigorous
role in the finahcing, organization, and stimulation of health and medical care.

1. MEDICAL CARE FOR THE AGED AND OTHER SOCIAL S8ECURITY BENEFICARIES

The only sound and practical way of meeting the health needs of most older
people is through the contributory social security system. This system per-
mits people to contribute during their working years to the relatively heavy costs
of medical care in their later years. Full freedom in the choice of gualified
physicians and medical facilities would be assured. The proposal uses the tried
and tested insurance method of mayment for hospital and medical care with
which millions of Americans of working age are familiar through Blue Cross
and other private insurance. The same general considerations apply to widows,
surviving children. and permanently disabled persons who are receiving social
security payments.
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Scope of medical care bengfils A

Hospital and related institutional costs place such an impossibly heavy fingn-
clal burden on those groups of people that these costs should recelve the major
emphasis in d4ny program, Moreover, the hospital 18 increasingly becoming the
center of health activities in the community, as it should be. But at the same
time the plan should include incentives to use appropriate aliernative personnel
and facllities of a less cosily and ooningtitutional character,

The essential benefits in any such program at this time should ineclude:

(1) Inpatient hospital services;

{2) Outpatient hospital diagnostic services;

(8) Skilled nursing home services; and

(4) Home health services, such as visitiug nurse servicas

The inpatient and outpatient hosipital services would be effective approximately
1 year after enactment of the legislation. To give time to make necessary nrrange-
ments gkilled nursing services and home haalth gervices would be available 2 years
afier enactment. By including in the legislatlon provisions which would give
an individual two units of skilled vursing hoine gervice for 1 day of hospital
service and adequate home health serviced there would be an incentive to use
these cut-of-haspital rervices.

There are those wha contand that there am not *nﬁiunul persclinel and facil-
ities to make it feasible to put this program into eifect at this time. Certainly,
incentives should be ereated for the establishient of additional personnel and
facllities as recommended subsequently in this report. But this should not be
a reason for delay in instituting an insurance program. One of the most impor-
tant ways in which personnel and facilities arve stimuiated and more equitably
distributed is by providing a mechanism for paying for such services. Assurance
of continued financial support for services is onge ot the key elements in the
development of personnel and faclliies.

Administration of medical caré prodi‘am

The legisintiou would cieariy provide thati: '

e s(g) -Ip po way will any of i{8 provisions socialize medicpl care;
Free cholce of physician, hospital, and nursing home are assured to

every individual by law; -
(8) There would be no supervision or control over the prac!ice ot medicine
. (4) Providers of service would be paid on the basin of ressonable cost as
.- may be mutually agreed to by the provider of service and the Hecretary of
Health, Education, and Welfare and any agreemaut could be terminated upon
notice by either party ;
-{5) Providers of service could designate an agent te negotiate arrange-
.ments with the Federal Government ;
- {@Y A national advisory council would be established including oubstandr
- ing persons in the hospital and health fields. The councll wonld be consulted
in the development, of policy and regulations in the admmistrntion of the
program.
;- . (7) General deﬁmtions for participnting hospitals, skiiled nursing homes,
.. and agencies providing home health services would be indicated in the statute.
The Secretary should be authorized to use appropriate State agencies in
determining whether a particular hospital, skilled. nursing home, or home
health agency meeots the definition for participation.

Financing of the medical care p-ogram

The cost of the medical care benefits gshould be tuliy financed by contributions
tobthe insnrance system The cost.s of various atternativee are shown in the
ta ie. Lo .
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Estimates of ecarly year® and level prémium cost® for the Anderson-Kennedy
amendment of 1960 and various suggested modifications

{As a percent of taxable payrolis)

Early year costs with | Level premium costs
thxable earnings base with taxsble earnings
Specifications of mediocal insurance plan of— base of—

$4,800 $7,200 $4,800 $7,200

A. Anderson-Kennedy amendment 8. _______..__.____. 0.39 0.3 0.58 0.58
B, Anderson-Kennedy amendment with eltmination

of $78 deductible. oo ooo e .47 A 92 U3
C. Anderson-Kennedy amendmant in (A) plus eligl-

bilily t 8ge 65/02. ..o .... PO .53 46 .78 .66

Anderson-Kennedy amendment in (A) plus eligi-
’b': ity at ago 65/62 and elimination of $76 deduct-

.............................................. .64 .50 .0 .83
E. Andorson-Kennedy amendment in (O) plus survi- . .
vors and disabled beneficiaries. oo veoaoooer oo . .57 .50 .77 .70
¥, Andtrsofi-Reiuiedy amendment th (D) plus survi-
vors and disabled benefictaries. ....cooooeoecaaoa. .60 .61 .08 .88

1 Early year costs are defined as tho costs for the yeat 1062 assuming all features of the program are fully
operative for the entire year,

3 Leve] preynium oost {8 the averaige cost ggr the lonﬁnm.

* As oftered in the Scnate, August 1060. The amendment included insured persons age 68 and over.

Bource: Chief Actuary, Social Becurity Administration, Jan. §, 1061, The estimates differ slightly from
thos?n n.s‘e‘anz’p mid-1960 due in part to the 1960 changes in the OASDI program and some revisions in the
assump! .

A plan which involved initial contributions of about 0.6 percent of taxable
payrolls (one-guarter nercent esch on employers and employees) during the first
b to 10 years and then stepped up contributions to about 0.8 percent (0.4 percent
on each party) would permit the development of a reasonable adequate beunefit
program consistent with a consideration of the financial effect of the new con-
tributions on the contributors and the economy.

The contributory insurance system should be authorized to provide funds for:

(1) Community demonstration projects relating to the development of
persoxnel and facilities to meet the health needs of individuals under the
program; '

(2) Community projects on the means to increase the adequacy of per.
sonnel and facllities;

(8) Consuitative services to the States looking toward methods for helping
develop adequate facilities within each State, and bringihg their services
and their facilities up to needed levels of performance,

The Secretary should make recommendations to the Presldent and the Congress
to encourage the development of economical and appropriate forms of health
care which are a constructive alternative to hospitalization.

Coverage of aged not insured under social security

Many of the noninsured aged are already protected under other existing pro-
grams., Thus, under recently enacted provisions of law Federal clvil service
annuitants will soon have medical care protection., Veierans who are eligible
for veterans’ pension or compensation are entitled to hospitalization. Accom-
panying legislation cah be enacted by Congress 8o that raflroad retirement annui-
tants will have benefits no less favornble than sodial security beneficiaries. The
small remaining group can be taken care of by the States under the new program
of thedical assistance to the aged. Bhuctnient of the thedical insurance plan will
rélieve the States of a substantial long-run cost fuvolving probably more than
$300 millioh annually. If experience demonstratés that the existing financial
ot ‘othet plan provisions of the Federal meédical assistance legislation are ot
adeqitate to meet this residual need, then furthér Federal legislation can and
sholild bé enacted as the rieed I8 detnonstrated. ~ o '

The behefif, finanéing; administrative, ahil other Implicationz and alternatives
i1 this progritit havé béen discussed With the Commissione? of ‘Social Security.
The detalls of & sound and workable plan consistent with thé albove program dre
in the process of compietion by the Commissioner for the consideration and
appropriate action of the incoming Secretary of Health, Education. and Welfare,
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2. MEDICAL EDUCATION AND MEDICAL MANPOWER

In order to achieve the administration’s objective with respect to medieal
care for the aged as well as the health of the population as a whole, it is es-
sential that the Federal Government take prompt action to increase the supply
of medical and other health personnel including physicians, dentists, nurses,
public health personnel, and social workers. It is a matter of national concern
that according to the Bane report to the Surgeon General 40 percent of all medi-
cal students come from the 8 percent of the families with the highest incomes.

A program for medical education and medical manpower should consist of
the following interdependent components which are listed in the order of
urgency :

1. Federal support for maintenance and expension of educational activities
in the health field consisting of :

(a) A program for the basic support of operating costs to maintain these
institutions,

(b) A program which would give institutions an incentive to expand
the training of personnel.

This part of the program would involve Federal expenditures of approxi-
mately $10 to $20 million in the first year.

2. Federal ald for the construction of new educational facilities and renova-
tion and expansion of existing facllities for the purpose of increasing the num-
bers of persons being trained in these flelds. This would consist of :

(a) Planning grants to institutions to achieve these objectives ($400,000).

(b) Alteration of existing facilities for expansion ($25 million for first
year). '

(0) New construction of facilities including expansion of existing schools
and establishment of new ones, Within this category, with regard to physi-
clan training, priority should be given to expansion of existing schiools dnd
the establishment of new 2 year schools. (The Federal commi*ment would
be about $25 million for the first year but actual expenditv . would be
substantially less.)

3. Federal grants to institutions for scholarships and fellowships for students.
This would involve Federal expenditures of about $10 to $20 million for the
first year. These educational grants should be available to students so they
could attend a medical school without regard to residence or other arbitrary
restrictions not related to the ability of the applicant.

The program recommended by the task force would involve Federal funds of
about $70 to $00 million in the first year. The cost will increase to about
2270 million by the fourth year and is likely to remain at approximately that
level. 'This §s only about one-half of the existing research grant program of
the National Institutes of Health. The expenditure of these sums is essential
for national growth and effective performance.

3. MEPICAL RESEARCH

The needs for medical research and research education have been admirably
documented in the report to the Senate Committee on Appropriations of the
Committee of Consultants on Medical Research under the chairmanship of
Boisfeuillet Jones. The principles and recommendations in the Jones report
would well : .rve as a longer run guide to policy and appropriations in this field.

Federal support of the direct costs of medical research should be continued
at approximately its present level for the next fiscal year. However, the edu-
cational and research activities of {institutions receiving grants from the
National Institutes of Health are handicapped at the present time by the limita-
tion in the appropriation act on indirect costs. This limitation now at 15 per-
cent of the direct cost does not cover the actual indirect expenses. This acts
as a deterrent to new research and reduces the available institutional funds
for educational purposes. The Federal Government as it does in other grants
for research, should realistically meet the total costs of the research for which
it makes grants through the National Institutes of Health. The first year cost
would be about $20 million additional if this policy were applied to initial and
renewed research grants only, The longer run cost of this policy would be
about $60 million annually. :
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4. MEDICAL CARE FACILITIES

The proposed medical care for the aged program will require additional
facilities to be constructed over a period of time. The Hill-Burton hospital
construction program has resulted in a significant increase in hospital beds,
especially in small communities. There still remains, however, a substantial
need for the construction and renovation of kinds of facilities required for the
care of the older age group, especially in urban areas.

The first emphasis should be given to the following components in a program
for facilities expansion :

(2) An incrcasc in exisling Federai grants under the Hill-Burton Act for
facilities for long-term care including public and nonprofit skilled nursing
home and other chronic disease facllities ($10 million annual increase).

(b) Long-term low-interest Federal loans for construction, renovation,
and expansion of nonprofit hospitals and nursing homes according to ap-
proved Slate plans ($100 million annually). A combination of loans and
grants should be permitted.

(o) Long-term low-interest Federal loans for construction, renovation or
expansion of facilities for medical group practice and group practice agen-
cies or organizations (direct to the groups or agencies concerned, without
the intervention of States) ($5 million annually).

An exploration should be made of possible ways in which existing legislation
relating to loans to proprietary skilled nursing homes under the Small Business
Administration could be amended to increase the proportion of cost guaranteed
up to 95 percent provided the homes met the standards of construction and
§ontinu‘ed operation prescribed by the U.S. Public Health Service as a part of a

tate plan,

The Secretary and the Surgeon General should take the leadership and initia-
tive within existlng legislation to encourage the development of outpatient
diagnostic and treatment programs. Expansion of services in this setting will
be of great importance to the successful operation of the medical care program
for the aged.

5. ESTABLIBHMENT OF A NATIONAL ACADEMY OF HEALTH

The President should take the necessary steps to arrange for the establishment
of a National Academy of Health comparable to the National Academy of
Sciences. The purpose of such a nongovernmental, independent Academy would
be twofold :

(a) To recognize and honor the significant achievements of leaders in
helth research, teaching, care, and administration, and

(b) To insure a continuing body of recognized integrity, responsibility
of purpose, and breadth of competence for advice to the Government and
the public on questions affecting health.

8. CREATION OF A NATIONAL INSTITUTE OF CHILD HEALTH

As an important new step in a broader program for the improvement in family
and child health and welfare services, the Surgeon General, with the approval
of the Secretary, should, by administrative action establish a Natlonal Institute
of Child Health within the National Institutes of Health. Such action would
recognize the administration’s concern not only with the welfare of the aged,
but with its children and youth.

The establishment of the National Institute of Child Health would not re-
quire additional Federal expenditures for research for the fiscal year 1962. An
allocation from existing funds should be made for an initial administrative or-
ganization. Subsecquent allocations of funds would be included within the
budget of the National Institutes of Health,

The high incidence of mental disease, the terrifying problems of juvonile de-
linquency, the burden on family and community resources for the care of the
mentally retarded, all attest to the need for a concentrated attack on problems
of the development of the child. Research into the physical, intellectual, and
emotional growth of the child is at present severely handicapped by the absence
of a central focus for research that exists in other fields such as heart disease
and cancer. Within this Institute will be concentraved research workers in the
flelds of genetics, obstetrics, psychology, and pediatrics as well as basic scientists
who- will channel their efforts into the study of the normal processes or human
maturation from conception through adolescence,
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Such a research programm will have a profound impact on the medical care
and practice in this Nation by emphasizing the care of the whole individual
rather than the fragmentation of the patient into particular diseases, The re-
search grants from this Institute will stimulate programs necessary to ascertain
those genetic and environmeutal factors that lead to the development of a physi-
cally and mentally healthy adult, Such an Institute should help bring to each
child of this Natfon—normal, gifted, or retarded—complete fulfiliment of his
true putential.

B. SErvicES To FAMILIES, CHIWIREN, AND OrpeR Prnsons

A natlon’s strength lies in the well-being of its people: families, children,
and older persons. Welfare services support this well-being in thmes of stress
and constitute, therefore, an essential part of any effective socinl security pro-
gram. It seems appropriate after 25 years that the welfare grant-in-aid pro-
visiona of tlie Bocinl Security "Act, espevially those involving families and chil-
dren, be reexamined to determine how they can be made more adequate to meet
current social and economie needs. The following specific recommendations in
this section are made with this objcetive in mind.

7. ASSISTANCE TO CHILDREN OF AN UNEMPLOYED PARENT

In order to meet the growing emergency needs of families affected by unem-
ployment a temporary provision (until June 30, 1962) should be added to title
1V of the Social Security Act which would authorize the inclusion of children
in need because of the unemployment of a parent among those oligible for aid
to dependent children.

8. PREPARATION OF A FAMILY AND CHILD WELFARE SERVICES PLAN

The Secretary of Ilealth, Education, and Welfare should be requested to de-
velop for submission to the President and the Congress, prior to the expiration of
the temporary amendment to aid to dependent children, a Family and Child
Welfare Services plan which would bring together in one program the resources
of Federal aid to the States under the Social Security Act for assistance and
social. services to needy families and children and community social services in-
such areas as juvenile delinguency prevention, services to the aging, and other
related programs designed to strengthen community life. This would not affect
titles I and X of the Social Security Act relating to the aged and the blind,

respectively.’
' 9. STRENGTHENING AND STREAMLINING ADMINISTRATIVE ORGANIZATION

The strengthening of services to families, children, and older persons also
could be advanced through administrative action looking to a more effective or-
ganization within the Department of Health, Education, and Welfare. The
following suggestions should be explored :

(a) Elevation of the Children’s Bureau from its present location within
the Social Security Administration to the Secretary’'s office to serve its
original purpose as a staff agency concerned with all the problems of child
life and the promotion of new programs to meet them rather than with
program operation.

(b) Designation of the Special Staff on Aging as an Office of Aging to
advise and assist the Secretary in a similar role with respect to the problems
of older persons. This office would not carry any hdministrative functions.

() Creatlon of an Institute of Family and Child Welfare Research as-
socinted with the Social Security Administration to combine the present

_ research and demonstration functions enacted in 1956 and now vested in the
Socidl Security Administration, including those of the Children’s Bureau in
the child welfare field. . -

(d) Transfer of the administration of the maternal and child health and
crippled children grant programs to the Public Health Service.

.. () Transfer of the administration of the child welfate services programs
~ th the Soclal Security Comthissioner pending the development of the com-
. bined . Family and Child Welfare Serviced plan recommended i the task
.. force report. ' o ‘

“This Plan would combine the ndvantages of assuring spokesmern for the needs

of children and older persons at the top level of polity decision in the Depart-
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ment of Health, Education, and Welfare with those implicit in a comprehensive
approach to research, health, and welfare services at the operational level,

It apvears that no new legislation would be required to carry out these ad-
ministrative suggestions since all program responsivilities are now vested in
the Secretary of Health, Education, and Welfare and he is empowered to carry
them out as he sees fit.

0. UNEMPLOYMENT INBURANCE AND THE SOCIAL SECURITY PROGRAMS

The Social Security Act includes provisions relating to unemployment insur-
ance, social security (OASIDI), and public assistunce. All three programs are
in need of expansion and revision to meet the challenge of the 1060's. Moreover,
it is essentinl that some changes in the I'ederal provisions of each of these three
programs be made at the very earliest possible moment in order to meet the
problem of rising unemployment and personal hardship in 1961.

10. IMPROVEMENT OF UNEMPLOYMENT INSURANCE

- Unemployment has been increasing over the past several months and has now
reachéd serious, and potentially dungerous, proportions. This may threaten the
solvency of some State unemployment insurance systems and in turn the protec-
tion for unemployed workers and their families, and business, dependent upon
continued flow of income. During the first 10 months of 1900 it is estimated
that 12.5 percent of family heads who are in the labor force experienced some
unemployment. During the first 6 months of 1961, it is estimated that 1.5 mil-
lion persons will exhaust their unemployment beuefits. The rate of insured un-
employment is estimated at 8 percent for January and February 1001.

Many of the States are not able or willing on their own to meet this crisis at
this time. They have only recently emerged from a long period when they main-
tained contribution rates at a very low level and from the 1958 recession during
which a number of States rejyuired Federal emergency loans. Consequently,
some* States are not in a position to improve benefits quickly on their own at this
critical emergency.

Federal emergency legislation is urgently required to provide financial assist-
ance on an optional basis to any States which need and wish such help to
strengthen their unemployment insurance protection so they may provide more
adequately for unemployed workers and their families. Consideration also must
be given to the need for assisting the States by the enactment of basic Federal
legislation relating to the duration and amount of benefits which will avoid
repetition of periodic emergency legislation on a crisis basis and the undue
burden which now falls upon those States experiencing heavy nnsl persistent
unemployment.

To maintain the fiscal integrity of the insurance system, any cmergency assist-
ance to the States should be charged to contributory income to the Federal un-
employment account. The emergency grants to the States should not be a
charge upon ¥ederal general revenues. The present Federal unemployment tax
of 0.4 percent of payrolls should be increased effective January 1, 1962, suffi-
ciently to cover existing and new linbilities arising out of the emergency.

The taxable wage base also should be increased from $3,000 to $4,800 a yeat.
This in itself will make a substantial improvement possible in the income to the
State programs. It will also make possible additional income to the Federal
unemployment account to help States meet emergency and long-run needs. Em-
ployers of one or more employees should be brought under the programn by
Federal legislation in order to afford prutection to 1.7 million workers now ex-
cluded from the system. '

An emergency program should make it possible for the States to extend the
duration of unemployment payments or to supplement inadequate weekly bene-
fit amounts, or both. There is an urgent emergency need for the Federal Gov-
ernment to enable benefits to be extended to at least 39 weeks for persons with
a substantial attachment to the labor market. Moreover, States should be
given a finanelal incentive to pay benefits of 50 percent of wages to most unem-
ployed individuals. An emergency program such as this, if ‘adopted by all
States, would result in an increase in benefits of approximately $150 million
a month Such a program, adopted in February by the Congress, and effective
not later than Aptil 1, could put an additional $1,850 million into- the buvlng
stream of families during the remainder of 1061.

67514—61——7
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Detailed proposals relating to both the benefit and financing aspects for the
emergency and long run, consistent with the above principles, have been dis-
cussed with the Director of the Bureau of Employment Security in the De-
‘partment of Labor and are being prepared by him for the consideration and
approprir.ie action of the incoming Secretary of Labor.

11. IMPROVEMENTS IN THE OLD-AGE, SU!WI\'ORB, AND DIBABILITY INSBURANCE
"PROGRAM

The benefits under the social security program (OASDI) are inadequate.
They should be improved and extended as soon as feasible and sho..d receive
.8peclal consideration as part of any general antirecession program,

The avernge retired workers benefit is only $74 a month and a majority of
these beneficiaries have no other significant income on which they can count.

In analyzing various proposed amendments, the following are the kinds of
desirable long-run changes (with the cost of each) which could be considered
for tnclusion ip an immediate program designed to ease the adverse effects of
the recession upon individueals and families with the lowest incomes. Adoption
of any of these proposals at this time would have both a beneficial short-run
and long-run effect. The proposed. increased payments would have a threefold
effect: substantially increase beneflt protection for social security beneficiaries,
reduce the State and Federal expenditures for public assistance from general
revenues, and have a significant antirecession effecy through an immediate in-
crease in the purchasing power of the beneficiares. Appropriate changes in the
‘financing provisions of the program to meet the costs of any of these proposals
should be made g0 that the financial integrity and soundness of the contributory
insurance system would be maintained. The earliest date on which chauges in
the financing provisions could be made effective from a practical poinc of view is
1002. Alternative changes in the contribution provisions could be designed to
meet the same objective.

The costs included for each proposal are the level-premium (long-run) esti-
mates of the Chief Actuary of the Social Security Administration expressed as
a percentage of taxable payrolls.

Proposed changes in the 3ocial security program

1. (A) Provide that an unemployed person aged 60 or over \vo.lm be consid~
ered disabled if he is. unable because of a long-lasting impairment to engage
fn his most recent regular occupation or in other occupations requiring compa.
rable physical and mental capacities (-0.08 percent).

(13) Provide benefits for an unemployed person who is totally: ﬂiaabled for
as much as 6 months, even though not permanently, aild provide for payment
of the costs of rehabilitating disabled workers from the insurance system
- (+4-0.08 percent).

2. Make additionnl people immedintelv eliglble for benefits (about 200.000 in
1062 and 400,000 by 1966) by reducing the insured-status requirement from one
quarter of coverage for each three elapsing after 1950 to one for each four elapsed
quarters, thus bringing the short-run requirements into line with those: that
will apply in the long run, when under present iaw people will be required to
have 10) years of coverage out of a Working lifetime of about 4C years (-4+0.02
‘percent

8. Increase the minimum monthly beneﬁt for the retired worked. from $33 to
$50 enabling about 814 million people to get increased benefits (4-0.23 percent).
.(Alternatively, an-increase from $33 to $40 would increase benefits for 18
million persons (-4-0.06 percent).)

4. Increase widow’s benefits from 75 percent of the worker’s retirement bene-
fit to 85 percent, thus raising the average benefit amount payable to aged widows
from $58 to $64 (40.23 percent).

In addition several other changes have been proposed to the task force which
appear worthy of further consiGeration:

5. Provide for paying actuarially reduced benefits to men at age 62; they are
now provided only for women (-0.10 percent if benefit computation: periods
‘stop at age A2; no.cost if benefit computation periods continue to age 65). .

6. Increase benedts by 10 percent, witk a minimum of $5 for retired workers,
ralsing average benefits for retired workers from $74 a month to $81, for young
.widows. from $59 to §05, for orphaned children from $48 to $58, and for the
permanently and totally disabled from $89 to $98 (-}-0.93 percent), -
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12. IMPROVEMENTS ‘IN PUBLIO WELFARE

., The existing Federal-State program of public assistance is inadequate In
many respects. The most glaring deflclency is the lack of Federal funds for
general assistance for needy persons who are not aged, blind, disabled—or
dependent children. As a result of increasing unemployment, the number of
individuals applying for general assisiance will increase In many States and
Tocalities in the coming months, But in 14 States general assistance is denied
if there is any employable person in the family (Arizona, Georgia, Hawail; Iowa,
Louisiana, Maryland, Mississippi, Missouri, Nevada, North Carolina, Oklahoma,
South Caroclina, Texas, and West Virginia). In seven additional States employ-
able persons are eligible only in an emergescy or for a limited time (Alabama,
Arkansas, Florida, Nebraska, North Dakota, South Dakota, and Tennessee).
In many States local funds severely limit vhe availability of general assistance.
Moreover, because general assistance is not available in many localities, there
is an incentive for fathers to desert their families so that their needy children
may become eligible for aid to dependent children. ’ ' . .
‘The basic solution to thin perristent difficulty is for the Social Security Act to
be amended to provide assistance to any person in need. This proposal is
implictt in recommendation 8. Pending such a basie change, it would be desir-
able to amend the aid to dependent children program temporarily as outlined
in recommendation 7. ‘ '
- A temporary amendment to provide for the children of unemployed fathers
under title IV of the Soclal Becurity Act would involve a ¥Federal éxpenditure
of between $183 and $275 million. for the fiscal year 1962. The-larger. figure
is based upon the assumption that all States would take advantage of the option
to amend their programs. The lower figure is based on the assumption that only
g’xe mgjor industrial States seriously affected by the recession will take advap-
ge of it. ; IR
There are a number of other amendments in public welfare legislation which
are long overdue. 'These changes are outlined in the reporis of the Advisory
Council on Public Assistance and the Advisory Council on Child Welfare Serv-
ices which were requested by the Congress by law. The recommendations. in
these reports should be implemented in terms of the program presented in the task
force report as soon as practicable (see recommendations 7, 8, and 9). . '

Mr. Conen. I would only like to say.that it is my understanding
that certain criticisms have been made in some quarters both: of sny
views and of my loyalty in connection with my nomination. ! .
**While in the 15 years since those criticisms have been made I have
not publicly responded to them because I did not think it necessary:
to do so publicly, in connection with my nomination I would like
to say that on numerous occasions, as every Federal éemployee ‘has
been, who has a_ sensitive position, I have been investigated by the
FBI and in conformity with the loyalties procedures of this Govern-
;r]lent, and on a number of different occasions have been cleared by
hem, . - - . . : L ? . C

Some reference has been made to the fact that, I have been investis
gated, as if that in itself were some kind of criticism of me.- But
that is trine of all persons who have held positions in: Goyernment.

Allegations have been made that I was a member of three Com-
munist-front associations. 1 'wish to say. that I have.on . previous
occnsions stated to the FBI and in the loyalty and. security examin-
ations that I was not a-member. of those organizations. I have never
said publicly before whether that I was not a member of these-organ=
izations because I considered that entirely a matter with regard to
the security ‘and loyalty examintaions, and it was not necessary for
me to make a self-serving declaration about my patriotism and my
loyalty with regard to these matters. .~ ~ . ...~ " .. 7
i..As the committee knows, before a nomination is sent: up to this.com-
mittee one is given a complete FBI examination. I presume:that my,

RUNTREEAS BRI £
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nomination would not be here if other members of the Government
did not feel that I was a completely loyal and patriotic citizen.

But I feel, in all deference to the committee—-and I have worked
with many of the members of this committee for some 25 years—that
they have a right'to know that T feel in my own mind, and in my
own conscience, that I have nothing that I need hide with regard to
mPr own attitude on any of these matters. But I would be perfectly
willing to answer any questions about my attitude, my past associa-
tions, or my present’lposit;ion. -

The Cramman. Thank you, Mr. Cohen.

Senator Kerr? ‘

Senator Kerr. I hayeno questions, Mr. Chairman.

I have knéwn Mr. Cohen for manf years and have had the oppor-
tunity of working with him, and I would say, quite frankly, that
there is far from complete agreement between myself and Mr. Cohen
on the philosophical viewpoints and convictions with refererce to
certain Frograms and prineiples of government.

But 1 have found him to be very able, very conscientious, very
trustworthy, and very reliable. I unhesitatingly recommend him
for favorable considemtionlgthe committee, :

The CuamraaN. Senator Curtis?

Senator Corris. Yes, Mr. Chairman. ,

Mr. Cohen, how many years have you spent in the field of social
security, ‘rough}y? : ' A ‘

Mr. Couen. 1 would sni 26 years. /
~ Senatpr Curtis. And how much of that has been with the Gov-
ernment? : :

Mr. Conen. I would say 21.

~Senator Corris. And in what capacities? -

“Mr. Comen. I first started out as the research assistant to the Ex-
ecutive Director of the President’s Committee on Economic Security
in 1934, which had the responsibility of preparing the original report
on the then-called economic security bill. » o o

I then entered into work with the arganization that became the
Social Security Board. T remained with that organization when it
became part of the Federal Security Agency, and the Department of
Health, Education, and Welfare, leaving on January 15, 1956, as the
Director of the Division of Research and Statistics of the Social Secu-
rity Administration in the Department of Health, Education, and
Welfare, , : ,

Senator Curtis. You left in 19531

Mr. Comen, 1956, : -+ - -
- Senator Currs. 1956, - ¢ :

Mr. Consn. My terminal period in the
January 15,1056, -~ ..~ .. Lo T e ;

Senator Qurtis, And since 1956 you have stayed very close to-the
field of social security, have younot} - Lot e
- 'Mr. CoHEN. Yes, sir. I teach courses at the University of Michi-

n that are related to social security, and I have retained a very close
interest, naturally, in the subject. =~ : NS

Senator Curris. Your work in social security then starts with the
conception of our gocial security program, in fact, its antecedents, dénd
oxtends up:to-the present time¥ - (' . ive 0 i

Mr. Conen. Yes, sir.

Government was, I believe,

.
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Senator Curtis. Now, during the years that you were in the De-
partment, even before it was a department, about how many of those
years did you §ive assistance to the Congress in gocial security matters,
on legislation .

Mr, Couen. Well, my first work with the Congress was in 1936 with
the Ways and Means Committes and the Senate Finance Committee
in connection with the original act. . )

Senator Curtis. And you continued to assist these committees with
all subsequent acts, did you notf

Mr. CoHEN, Yes, sir,

_Senator Curtis. I believe you have testified that you were head of
the President’s—President gennedy’s—-task force on social security
recommendations? '

Mr. ConeN. Yes, sir.

Senator Corris. Mr. Cohen, the reason I am asking those back-
ground questions is this: I, pursuant to the Senate’s responsibility of
advising and consenting to a nomination, wish to seek certain infor-
mation about your social security proposals, past and present, and
that information will not be limited to the task force report that was
submitted to the President, S

We are not at this time considering specific proposals recommended
by the President, but rather, if you do not mind, I would like to ask
some things about your feelings and beliefs on the social security
program. |

igis a program that will run in perpetinty, will it not ¢

Mr. Couen. Yes, sir. ‘ .

Senator Curtis. I would like to consider, first, because of its impor-
tance, the economic problems of children, : : ,

In the University of Michigan News Service, in a release for Mon-
day, March 21, 1960, it quoted you as safing on the White House
Conference on Children and Youth, and I quote: '

[Eleven million children are saddled with inherited poverty.
It also quotes you assaying: /
We must make the abolition of poverty a national gcal and a national policy,

I do not have any census figures of the total number of children in
1960, but the February 1961 Social Security Bulletin has figures
for family incomes and children of 1959. What inaximum age do you
assume in defining a child ¢ ‘

Mr, Congen. I do not recall whether that was 18 or 21, Senator
Curtis, but that figure was taken directly out of a mouo}gra h to the
Joint éommittee on the Economic Report prepared by Prof. Robert
J. Laripman of the University of Wisconsin. That 11 million figure
isnot my figure; it is a fiﬁh’re takeri from that regort. o -

Sen tor %:‘:nms, Would you reject the figure -

Mr. CorEN. No,sir. I acce?pt the figure. ‘

- Senator Cortis. And useit? * o

Mr, Coren. Yes, sir. | :

Senator Curris, Well, now, in arriving at that 11 million, what
maximum age did you consider a child to be? :

Mr. Commn. I do not recall, Senator, whether it was 18 or 21. - My
fuess would be that it would probably be 18, but I am not quite sure,

do not have the report with me. *

o
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- 'Senator Corris. This February Social Security Bulletin estimates
‘that in 1959 almost one-fifth of the families with one-fourth of .the
.Nation’s ghildren have incomes below the amount which would subjeot
them to Federal income tax—a fifth of the families representing. a
fourth of the children. =~ = L .

 Now, this would range from $1,325 for a mother and one child,
$2,675 for a married couple with two children, and $4,000 for a family
of six. Those categories are categories where they are not subject
to the Federal income tax. Lo L

About what proportion of the social security taxpayers come within
these classes; 1 out of 5,1 out of 6, 1 out of 4 ¥ : :

". Mr. Couen. I could not say offhand, Senator. I do not know what
the exact figure is. You mean of the total 15 million beneficinries of
social security come within those ¢ .

-2 Senator Curtis. No,Iam talking about the taxpayers.

" Mr. Cosen. Of the contributors '

Senator Curtis. No, I prefer to call them taxpayers.

* Mr. Couen. I see. S ' L

Senator Cortis. If you don’t mind, I do not want ao quarrel about
semantics, but they sold out a business in my hometown because the
man had not paid social security taxes a few years ago, and I con-
sider these payment taxes and not contributions, ;
~ Mr. Coaen. I could not answer you offhand, Senator, what propor-
tion of them are.

Senator Curtis. According to that bulletin, roughly one-fifth of our
families, representing one-fourth of the Nation’s children, have in-
eomes where they do not pay a Federal tax. :

It would be within this group that you would refer to the children
as being children who are saddled with inherited poverty, would it not ?
- Mr. CouenN, If they fell within the same ircome class that I used
in determining the 11 million, yes, your answer would be correct.
That would be true, . .. . = . o

Senator Curtis. Now, the social security taxes at the presently
scheduled rate for 1969 are 414 percent for employees, and 834 per-
¢ent for the self-employed; is that nottrued:: - .o o w7
. 'Mr. Connn. At the present time? ‘

. Senator Curtis. No, by 1969, =
. Mr. Couen. By 1969, yes, sir; that is correct. , .

Senator Kerr. Does that mean 9 percent for the employer and
employee? .

Senator Curris, Yes.

Senator. Winriams, Will the Senator yield? That will be 10 under
the two bills that have been sent down by the administration. .

Senator Curtis. Yes, we are coming to that. Will you sotile for
two bills? [Laughter. o S .

Now, the employee’s tax will range from around $60 for a family
with $1,325 in earnings, to $180 for a family with $4,000 earnings,
will it not ¢ e :

Mr. Conen. I think the mathematics are correct; yes, sir..

Senator Curris. Yes., .. _ o e
- In other words, this groug that we are not collecting any Federal
income taxes from because their income 1s toe low, some of them will
be paying up to $180 social security taxes; and the self-employed tax
will be 50 percent more, will it not ¢ ‘

Mr. Conen. Yes,sir,
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Senator Curris. Which means that self-employed people, which
includes farmers in my State, and the cobbler who runs a one-man.
shop, will be paying from $90 to $270 in social security taxes, will
henot ¢ e ' .

. Mr. Connn. Yes,sir.

Senator Curris. Even though he is not liable for Kederal, any
Federal income taxes. 3 - .

Mr. Couen. Yes. ; :
- Senator Curtris. These are some of the things that I am deeply
worried about, the burden Fhwed on the children. '
.. Do you favor a still-higher social security tax on these families of
children who, to use the quotation, “are saddled with inherited
poverty”? ~ ; :

Mr. Conen. Well, I believe that in accordance with the program
that President Kennedy sent to Congress, that it would be desirable,
recognizing the benefits that aure being proposed, to increase the tax;

es, sir. : |
Y Senator CurTis. Well, now, I am not asking for your support or
rejection of the President’s proposal. : :

‘Do you personally believe in increasing the social security tax on
these children who-are saddled with inherited poverty beyond what I
quoted where they would be paying in 19690—— :

Mr. Conen, In 1969¢ eli},, I think we could go up to probably &
percent ; yes, sir. - :

Senator BEnNerr. Will you clarify that? Up to 5 percent; you
mean up to 5 percent more, to 14 percent ? '

Mr. ConeN. No, Senator Bennett. Senator Curtis said previously
that it was 414 percent in 1969, and I was replying that I thought it
would be possible to go up another half percent to 5 percent.

 Thank you for correcting me.

- Senator BENNETT. I wanted it clear.

. Mr, ConeN. Yes. Thank you. : :
Senator Curris. There would be 7.5.percent for the self-employed ¢
Mr. ConeN. Yes, although, might I say this, Senator Curtis, I think

some consideration ought to be given as the tax rate goes up to pos-
sibly modifying the policy of charging the self-employed 50 percent:
more. I-think there is some possibility of considering reducing the
increase on the self-employed. , e

. Senator Curtis. But you have no plan for reducing the tax -burden
on these 11 million children, families with 11 million children, who are
saddled with inherited poverty, have you? ‘

Mr. Couen. I believe myself that the matter of raising their income
and welfare niust come Yrimarily through other measures. N
: Senator Curtis. A still higher tax on these family earnings would
be required, would it not, to finance the propesed more generous so-
cial s%curitly and also the addition of medical care of the aged; would
it not C o ' e '

Mr. Conen. Yes,sir.’ - SR

Senator Curris. Pending administration bills in combination pro-
vide. for ‘an additional one-half percent on employees and three-
fourths percent on self-employed; I believe you testified to that?

Mr. Conen. Yes,sir. ‘ S
. Sendtor Curtis. Do you think it is a proper Federal function to
saddle with more taxes the families of the children you state are
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already saddled with inherited povertf so as to do what you have
called z;dding a Bigelow rug to the old person’s present floor pro-
tection ’ ' '

Now, many of us in the field of social security through the years
have said that social security should not Frovide all the wants and
needs, but should be a floor protection, and 1 believe you are the author
of the expression that you thought there ought to be a rug on top
of that floor; isn’t that right ¢

Mr. Conen. Well, I think that is correct, Senator; at least other
people have said that I was the author of it. .

Senator Curris. And you would increase the tax on these children
to provide that rug ? '

r. ComeN. Istill think that is a floor of protection.
. Senator Curris. I see. L

Mr, Couen. My only difference is— '

- -Senator Curtis. But if it required more taxes you would be for it

Mr. CouENn. Yes,sir.

- Senator Cortis. In the release I have mentioned you are quoted as
saying that prosperity alone will not substantially reduce the pro-
portion of low-income families, and that this problem cannot be left
to natural forces. You said, “We can and must make the abolition of
poverty a national goal and national policy.”. '

Do you consider the proposed higher social security taxes on these
families consistent with this goal and policy? ' : -
- Mr. Comen. I think it is consistent with the goal and policy, but
it-is not the sole method of achieving the result that I indicated..

Senator Curris. Well now, I do not quite follow you, Mr. Cohen.
You are the chief architect of our social security structure with more
and more generous benefits; and yet you say that 11 million of our
children are living in inherited poverty, and I do not understand how
to take out of their income, their family income, more taxes could be
a part of the goal of eradicating poverty? But you think it will?

‘Mr. ConeN. Yes. Might I explain? ,

- Senator Cortis. Yes. S ‘ SR

Mr. Coren. Well, I think, first, that a large number of the chil-
dren live in families where, when the breadwinner dies or becores
sick or disabled or unemployed or eventually old, they become depend-
ent upon public charity or relief. The reason that. I am in favor of
their paying a social security contribution, is because I feal that that
is a method of attempting to prevent them from becoming public
wards or public charity. So that what was in the back of my mind
there i8 that by the extension of the social insurance principle more
and more of these people would not be dependent upon public charity.

-Senator Curris. Well, now, Mr. Cohen, about what is the social
security reservenow? . - o :
" 'Mr. Coagn. About $21 billion to$22 billion. = : 1

Senator Curtis. If we closed out the system, which I am not in
favor of doing, I want to make a success out of it, would that $21
billion pay out the pensions of the people already on the rolls?

ﬁh; (I}’OHEN Of the people almmfy, just the people already, on the
rolls$ o : . : | :

Senator Curtis. Yes. |

erd Couen. I have not looked at that recently, but I do not think it
would. - : : :
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Senator Currs. I am sure it would not; and there is nothing in
thelre for the people who are eligible who have not gone on the rolls,
18 there?

Mr. Couen. That is correct.

Senator Curris. So regardless of high sounding words and the use
of semantics, we have a tax program here that we are taxing the pro-
ducers currently to pay benefits to another group? Isn’t that correct?

Mr. Conen. That is correct.

Senator Curris. Without regard to—

Mr. Conen, Yes, ‘g ying the benefits as a matter of statutory right.

Senator Corris. Without regard to the 11 million poverty inherited
children already in families who pay OASDI taxes; is that not
correct {

Mr. Conen. Yes, sir.

Senator Curris. Because if they earn anything——

Mr. Conen. That is correct.

Senator Curtis. To the extent that these families’ earnings are taxed
for « ‘oeial security, these children of inherited poverty, their handwap
is worsened, is it not ¢ \

"Mr. Coren. Tosome extent; yes,sir. ‘I would say—

- Senator Curris. If a breadwinner whose income is so low that we
excuse him from Federal income tax, has to pay $15 a month social
security tax, that is $15 less that he can spend for his. c}nldren and
family; isitnot¥

Mr. Conen. Yes. But it also mlght be, Senator, that that protec—
tion in connection with the survivor insurance, disabilit ty insurance
and eventaully old-age insurance is something that does .1ave both a
psychic and an economic value to that family. So that——

enator Corris. I will not take your time or the time of the com-
mittee to make the distinction between this and life insurance.

Mr. Conen. But I mean there is a very important life insurance
value in the social security system for Workers with young children.

Senator Curtis. Very definitely. -

Now, when you add OASDI medical pmgmm for our olden citi-
zons, thig means that the OASDI taxes for these poor famlhes w111 be
mcreased ‘will they not §

, COHEN. ‘Yes,sir.

Senator Curtis. Does OADSI provxde any beneﬁts to the chlldren
of inherited poverty whose fathers are dead or disabled? L
- Mr. ConeN. Who are already dead oi- disabled ¢ i

- Senator Curtis. Yes.

Mr, Couen. Well, some of them where the father has dled and has
insured coverage, there would be some of them in fact some of those
would be of low income because they are receiving small social secur-
lt%e benefits; that would be one of the reasons why they are in that
ca goz-y.

Senator Cmam But it would not mwlude aﬂ of them?
- Mr. Couen, No,sir.

Senator Corrrs, Do any of the presently propolsed hberalmmons of
OASDI help such children who are not covered now? * -

Mr. Courn. You mean m the ones thatz tlm Px‘esxdent has a.imwdy
sent to Congress{ ,

Senator Cortis. Yes,
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Mr. Conen. Thers is one, I think, yes, sir, that I can think of. The
President has recommended that the minimum benefit be increased
from $33 & month to $43 a month so that—— )

Senator Surtis. Let us talk about this group that are not recipients.

Mr. Conen. Yes,

Senator Curris. Is there anything in the liberalizations that have
been recommended so far to the Congress that would help these
children from these poor families? '

Mr. Conen. The President has recommended a modification of the
disability insurance provisions as one of his five amendments, and
there well might be some of those children who are the children where
the father is disabled, who would be eligible by virtue of that liberal-
ization. '

Senator Curtis. Some liberalization for those whe can qualify.

Mr. Conexn. Yes. : :

Senator Curtis. And who else can qualify ¥

Mr. ConeNn. I cannot think of any other; no.

Senator Corris. But you do propose to increase their social sécurity
taxes to provide these liberalizations for other ;%eop]e, do you not?

Mr. Conen. To provide liberalization to other people and eventu-
ally to people in the same circumstances who are under the program;
yes, sir. ’

Senator Curtis. Mr. Cohen, the University of Michigan press re-
lease of July 15, 1959, quotes you as maintaining before the Ways and
Means Committee, and I quote: :

“Hospital benefits should be t}yable to disabled persons, widows,
and dependents covered by OAg whether or not they are drawing
cash benefits to which they are entitled.”

- Mr. Conen. That is correct, sir. That is a correct reference to the

statement. I made at that time. ' : :
" Senator Curtis. Have you chani;ed your position?

- Mr. Conrn. That is my personal opinion; yes, sir.

Senator Curtis. You have not changed your position ¢
- Mr. Comen. No, sir; I have not changed my attitude on that.

Senator Cortrs. Can you think of any defensible theory of pro-
viding hospital benefits for OASTI recipients who are 66, but denying
them to nearly 3 million orphans and their mothers and other: chil-
dren entitled to benefits, and to disabled persons? . . . :

Mr. Couen. Let me see if I understand your question: You are
asking me if I can see any defensible position, while giving it to the
aged, in denying it to the widows and the dependent children of the
disabled ? : v 5 :

Senator Cortis. Yes. - ‘

‘Mr. Conrn. Only the point that one cannot always do everything
atonetime. - ' o S

Senator Curris. Now, 2 person, if he is entitled to social security
but not drawing it, he could be a man perhaps 65, independently
wealthy, carrying on his business, drawing a salary .of $100,000 a
year, snd he would be eligible for hospital benefits, would he not.¢.

Mr. ComeN. Yes,sir. L Lo b
 Senator Curris. There i8 nothing that would take care of:some 3
million orphans and their mothers and other children who are outside
the program. : e

I
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Mzr. Conex. Well, yes, there is the Kerr-Mills amendment and other
legislation passed by Congress which is designed to take care of those
heople. . D
: Slo,nator Curris. That is not a part of title II of the Social Security
Aect,is it ? ‘

Mr. Comnen. No, sir; but it is part of the Social Security Act. -

Senator Bexnerr. Mr., Chairman, may I ask, did the Kerr-Mills
bill take care of orphans? : .

Mr. Conex. No. That only took care of the u%ed, but previous
amendments, both prior to that and previous amendments sponsored
Ly Senator Kerr did take care of other groups for medical care in the
public assistance categories. L. .

Senator Kerr. There were a number of provisions in that bill last
vear other than the care for the aged. It was the broadening of the
social security law, .

Senator Curris. Let us get it straight. What you are proposing
to take care of in the hypothetical case that I set forth is that a man
past 65, independently wealthy, carrying on his job, making $100,000,
not retired, t‘ml;e is no loss of wages, earnings or income, and you pro-
pose to pay his hospital bill, do you not, under social security ¢

Mr. Conen. Yes, sir. If he applies for it and is insured, he would
be eligible to have his hospital benefits paid; yes,siv. . . .

Senator Curtis. You would agree that there are many categories
of orphans and other people, and people under that age that you have
not recommended that for; isn’t that true? :

Mr. Corzen. Which I have recommended to be included, yes; I have.

Senator Curris. What have you recommended ?

Mr. Conrn. Well, I have on a number of occasions recomended that,
as you quoted before, widows and the children and the disabled be
included under the same protection.

Senator Curris. Suppose the deceased husband has not qualified
for OASI? ;

. Mr. Couen. In that case, as I said before, they would only be
eligible for public assistance in accordance with either provisions of .
the public assistance titles. \ ‘ C, S
~ Senator Curtis. All right. Let us come back to a hypothetical
case of the wealthy man I mentioned again. L

Suppose this man reached 65 before the recommended medical bill
was: passed.  He has never made any contribution- into the medical
fund, has he? ' - o
" Mr, Couen. No,sir.. . ‘ o

Senator Coriis. If the administration’s proposals are adopted, to
pay the hospital bills of people in a certain category who happen to

e born before a certain date and covered by social security, do you
think it would he very long before you woulg come back to Congress
recomniending extending those hospital benefits to all people? - o
Mr. CoueN, You mean to all people under, including under age 651
. Senator Curmis. Yes. =~ . 7 o

‘Mr.: Conen. I do not visualize myself making that recommenda:
tion, because as I have said several times, in testimony, I believe,
before the Ways and Means Committee particularly, that I think the
problem is quite different in that Blue Cross and private insurance
coverage are so satisfactory covering the people under .65. ’

EERAT LIRSS
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Senator Bennerr. Will the Senator yield ?

Mr. Conen. I havesaid that.

Senator CurTtis. I am coming to that.

Senator Bennerr. There is a proposzl before Congress that the
nﬁe limit for retirement be reduced to 62. Would you then propose
that the hospitalization be available at 62

Mr. Couen. No,sir; not at this time I would not.

Senator BenNETT. You would save that for a little while later, so
there would be another program to bring up here. But how could
you defend the idea that everybody who reaches an age at which he
can retiré on social security should be given hospitalization, and
then ”v;hen we change the age and say, “No, he has got to wait 3

ealrs
Y You and I know that is not what is going to hitﬂpen.

Mr. Coren. Well, may I say this, Senator: The proposal that has
been made is not to reduce the retirement age for the normal retire-
ment benefit to 62, but to provide for an actuarially reduced benefit
at age 62 at the option of the individual.

I would not consider, if you had an actuarially reduced benefit at
any age, that that ought to entitle one then to the hospitalization
benefits which begin at another age.

Senator Bruwzrr Aren’t you facing an inconsistency when you
will give the huspital benefits to a man who cannot qualify under any
circumstances, who all his life has {)aid into social security, but is
not allowed to take a dollar out of the OASDI; he gets hospitaliza-
tion, but the man who can qualify completely and chooses to retire
at 62, has to wait for 8 years, and it would seem to me this is the
kind of thing that would follow as the night the day.

Mr. Conen. Well, my view on that, Senator, would be different
from yours in this sense: I think there is where you have to take
into account what are the arrangements that exist in our economy and
society otherwise. o

"Now, the fact of the matter is that there is very good and growing

-private insurance coverage usually up to the time a person is getting
older, I think most of the present plans are doing their very to
try to keep these people in these private plans until they get at lan
afe where the hospitalization cost begins to be very burdensome on

So I would think—and this is based on my discussions. with Blue
Cross plan people—they would like to keep them in the group until
they are 65 or even a later age, let us say 68; so my answer to you
would be, maybe that seems logical as you look at it, but T do not
think it is %mte realistic in relation to what actually exists.

Senator Bennerr. Isn’t it inconsistent to give the 6ne man who

canmot qualify otherwise hospitalization at 65, and the other man who

qualifies completely; deny him hospitalization at 62 R

~_ Mr. Coxen. No, imcause‘ I think Congress would be saying, if they

did that, they would be giving nctice to people, “We expect you to

to carry your private insurancs to 65.” o '

- Senator Bennerr. Well, the Senator from Utah has an example

before him to show how fast this will operate. .

Last year the proposal to put this medical program under social

security had the age of 68. Within the year it is down to 65. '

How long do you think it will take to get down to 624
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Mr. Conrn. Well, it was at 65, Senator, before it was 68, so I guess
it is just returning to where it was 1(ln‘emously.

Senutor Benngrr. I am through,

Senator Curtis. Well, now, I am gox_n% to have some more to say
about this private health insurance in a little bit. o .

Coming back to this one-fourth of our children who live in families
whose incomes are so low they do not. pay Federa] income taxes, they
are to buy their own Blue Cross insurance and then pay an additional
social security tax to give the Government hospital benefits to the
aged, regardless of need and whether they retire or not, is that right#

Mr, Couen. Well, this would not be true of all the 11 million that
we talked about, but it would be true of—

Senator Curtis. If they earned anything, ]

Mr. Conen. It would be true of a.nybo%y who eprned something;
yes, that would be correct, A . ‘

tor Curtis. At the present time, do the administration health
amendments have an entrance-fee requirement and other cost-saving
restrictions? :

Mr. Couen. It has no entrance-fee requirement, but it does have
some cost restrictions in the nature of deductibles. .

Senator Curtis. And if social security legislation moves in the di-
rection that it has moved since it was enacted, some of those cost-
sa.vi?ng restrictions would, in a matter of time, be removed, would they
not

Mr. Conen. Yes. I think there would be substantial pressures for
their removal, particularly from the hospitals. The hospital groups
are the ones which, interestingly enough, are the most interested in
eliminating the deductibles because they feel they might otherwise
have to bear the cost of the deductible.

Senator Curtis. The pressure isalready on ¢

Mr. CoHEN. Yes.

Senator Curtis. So this suggested tax, starting out low, is already
commencing to waiver. . ‘

hMr. Conen. There are always pressures, Senator, you and I know
that, . : ” o : 4

- Senator Curris. Mr. Cohen, how much do you estimate that a really
adequate social security health program would cost in terms of pay-
roll taxes at the present wage base ¢ x o

Mr. Conen. Well, now, when you say a really adequate——

Senator CURTIs.,fam letting youdefine it. : ‘ ,
~ Mr. Conrn. At the present time I would not be in favor of any
broadening of the scope of benefits other than what is already in the
proposals that the Prezident has sent, so I would not——

Senator Curtis. We have been talking about these glorious sixties
ahead. Would you settle for all of the 1960’s until 1970 ¢: g ‘

Mr. Conen. Well, I cerbainl&\think that what is in the President’s
proposal would be. ahout all that.we could effectively deal- with: at
the present time. . : : o
- Senator Curmis. All right. ST

What would the level premium be then ¢ = L

tMr. Ctﬁmr- For the President’s program? . Sixrtenths of 1 percent
oxpayroll, -~ . .. T A A SRR
geno,top Curtie. Thelevel premiumt

' TN



106 NOMINATIONS

‘ 1Biﬁ- ‘Comen. The Ievel premmm is su:-tenths of 1 percent of- ‘pay-
ro

. Senator Curmis. I notlced ‘n your task force re ort cairied.-in the
January 12, 1961, Congressional Record that the level premium cost
of prov1dmg medical care for all OASI beneficiaries would be esti-
mated at 0.96 percent of payroll.

My, Conien. That is the figure for including’ beneﬁcmrxes of all ages.
A figure of 0.91 percent represented the level premium cost for the
AndersomKenne y amendment, modified to bring down eligibility to

65 for men and 62 for women, and eliminating the $75 deducmble
t it was in that bill, and using a $4,800 tax base.

In my report, Senator, I gave——oro :

Senator Curtis. It would be somethmg over nine- tenths of a pomt
instend of six-tenthsof a point? :

Mr. Conen. For that particular set of speclﬁcatlons, yes, su

‘Senator Curtis. You state that besidés providing these'benefits so-
cial security tax funds should be used for demonstration prOJects,
commumty pr0]ects, and consultation services,

“Mr. Courn. Yes, sir. ‘Might I make clear, Senator, I was not Tec-
ommending the 0.91-percent proposal. That figure that is given'in
the report is'an artay of different alternatives and costs Tor a number
of different specifications. I did not recommend that.

‘Senator Curtis. That have already been considered by Congress.
- Mr. Conrn. Yes, sir.

' Seﬁatgor Curtis. Do you regard those as excessive programs, per~
sonally

Mr. Conen. I do not regard them as excessive, but I do not regard
them as feasible at the present moment.

Senator CURTIS You would step it up?

My, Conew. Eventuaily? -

Senator Corris. Yes.

'Mr. Conen. I do not know. That would be for some other Con-
gress to decide.

Senator' Cortis. I am talking about your recommendation

-Mr. Congxn. I would not now propose it as a program; no, sir.’

- Senator CurTs.  Now, there is qiiite a little difference between 0. 96
or even 0.91'percent of the payroﬁ and 0.6 of a percent of a pa’yroll
is there not? )

Mr. Conen. Oh, yes. '

Senator Curtis. Now, of the 11 million chﬂdren who heve mherlfed
poverty or are in the fifth low-income famlhes, how many are on the
aid-to-dependent-children rolls? -

Mr. Conen. There are about 214 milhon ehlldren on aid to de-
perident’ children now, and I ‘would presume all 2% mlllum are in
that group, of 11 millioh tlirt you quoted.

Senator CorTis. I thought'it was about 2.3,

* Mr: Corien. Well, I can‘lok up the exact ﬁg;ures

Senator Corris. Yes that is right. V

Mr. Conen. Let us say between 2% and 2% mllhon, actually 241
million in January 1961,

"Sehator Corris: Do thess réceive medlcal care? ~ *

Mr. Conen. They are ehglble for medical care under the medlcal
assistance provisions of title IV at the present time} yes, sir,

Senator vas Except for the fact that— —
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" Mr. Conex. May I qualify that? There are eligible under the
Federal statute ‘but, ofcourse, they can only get it if that is im-
plemented by a State, and there might. well be some States that are
doing moté or less, but as far as the Federal statute is ccacerned, medi-
cal assistance underpayments to dependent children, ti:cy are eligible.

Senator Curris. -Ioxcept for the fact that their father is either ead,
disabled, ‘or missing, how many of the 11 million children, living in
inherited poverty, go you think would qualify for aid to dependent
children? - SR :

Mr. Conen. Let me see if T understand you correctly. In the resid-
ual group ? S :

Senator Curtis. Yes. ST ' :

Mr. Conen. Of roughly, that would be what, 8% million ¢

Senator Curmis. Yes. o Co : ~

Mr. Conen. How many of them would be eligible for aid to depend-
ent children? - : : . S

Senator Curris. Yes. : : .

Mr. Conen. If it were not that the circumstances were that their

father was dead, disabled, or absent from the home to meet the qualifi-

cations of aid t6 dependent children ¢ T

Senator Curtis. Yes. :

Mzr. Cohen. I would say in the neighborhood of 2 million. ‘

Senator Curtis. Well, now, a specific recommendation you have
been reported as making by the University of Michigan news release.
is the extension of Federal grants to general assistance programs “for
needy children in the 11 million inherited poverty low-income family
i;rmi];)’ presently qualifying, along with their parents, under State

aws, . : ~ .

- Mr. ConeN. In many States they cannot, Senator, and that is the
reason I made that recommendation because there are a whole group
of States and communities in the United States in which such cases
canmnot receive assistance. ,

Senator Curris. Is the purpose of the proposed Federal grants for
general assistance made to make assistance to these children easier to
get and more adequate, is that the purpose of it ? '

Mr. Couen. T would not say easier. The purpose is that if a child
or a family is in‘'need in a State that they should be eligible for assist-
ance on a standard of need determined by the State, with the help of
Federal matching funds. =~ = -~ o e

. Senator Curtis. Now, this same release contained also your recom-
mendation ' for improving unemployment benefits and financing
through Federal standards. ' ' :

: Can you give aii estimate of how many of the needy children we have
thatwould theréby have their problems solved # IR

Mr. Conen. By the unemployment insurance route? . -

Senator Curtis. Yes. ST T S

Mr. Conen. I couldn’t give you an: estimate of that, but'I-do hap-
pen to have the figure that there are about 750,000. children who are
the children’'of unemployéd parents at the present time, who would-be
eligible for aid td’&%)ende‘xit children if unemployment were a condi-
tion for ﬁli%itlr)ilit,y. o that I would say—— Snee

- Sendtor Curris. What would thatcost? SRS AR
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Mr. Congen. Well, that would cost, if all States were to provide
funds for them on the same standard as aid to dependent children,
about $285 million a year in Federal funds.

Senator CorTis. at is your recommendation with respect to pro-
viding medical care a8 one of the dependent benefits you would re-
quire of unemployment insurance by Federal standards? )

Mr. Couen. I do not think I would make that recommendation at
the present time. ‘ h

Senator Curtis. Have you recommended Federal standards for un-
employment insurance? - S

Mr. Conen. Yes,sir. .

Senator Corris. But you would not recommend that that include
medical care for the dependents? |

Mr. ConkN. Of unemployed persons?

Senatoy Curtis. Yes. '

Mur. Conen. No,sir. I would not mix these two systems; no, sir.

Senator Curtis. You would still give it to the wealthy aged who
have not retired ¢ S )

Mr. Conen. Well, I would like to have an opportunity to e:g:luin
:tihétt begcause you have asked me two or three times about that. Could

080 ‘

My answer is “Yes,” I would give it to them.,

- Senator Curtis. I understand it.
- Did you favor the addition of the temporary disability banefits to
the unemployment. compensation that was recently passed ¢

Mr. CoHEN. Yes,sir. : ,

. Senator Curtis. Should there have been Federal standards in it ?
Mr. CorEN. No, sir; not at that time. o
Senator Curtis. What do you believe should be done about provid-

ing a Federal children’s allowance in lieu of the present Federal in-
come tax deduction for children ? '

Mr. Congn. I am presently opposed to family allowances, if by that
you mean like some 80 other countries in the world have, of making a
flat payment to every child irrespective of the income of their parents.

Senator Curtis. Now, Mr. Cohen, I would like to have your views
with respect to the expansion of the social security wage base.

Some of the University of Michigan press releases quote you as rec-
ommending an immediate increase and in the next few years getting it
up to $9,000 per year; isthat correct reporting? .

- Mr. CouEN. Ibelieveitis, Senator. :

Senator Cortis. Now, the present benefit formula provides a $59
primary benefit for a person with a $100 a month for the average
wage, $24 more for the second $100, $22 more for the third $100, and
$22 more for the next $100, making $127 as the present maximum;
isn’t that correct o ,

Mr. Congn. Ithink that iscorrect, sir.

Senator Curtis, That is based on $4,800¢ |

.Mr.Couxn. Thatis correst. . - -

- Senator Curmis. Mow, with your expanded wage base to $9,000,
allammlél?n average wages would increase by $350 per month, weuld
ey no 3 o

Mr. Conen. Yes; that is right. I am just doing that mentally; I
may be wrong, but I think that is correct.
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Senator Cugrris. I think that if the wage base were raised from

$4,800 to $9,000, the increase would be $350 a month.
r, CoHEN. Yes,sir.

Senator Curris. Would you propose to increase the maximum
primary benefit at the $22 per $100 rate to the maximum of $204 ¢

Mr. Conen. I would say this: Yes, or somewhat about that figure.

Senator Corris. It has already been done.

Mr. Couen. That is what has been done in the past; yes, sir.

Senator Curms. While sometimes it is argued we will finance some-
thing by increasin§ the wage base, we must also take into account
gheutﬁﬂle Congress has always taken the wage base for figuring the

nefits. :

Mr. Cougn. Oh, yes, sir; and used as both in figuring the taxes, as
you say, and the benefits, ‘

Senator Curmis. Well, as long as they send U.S. marshals around
to sell people out to collect these, the'’ are taxes,

Senator Kerr. What was that statement? o

Senator Curmis. I say, earlier I called Mr. Cohen’s attention to the
fact & business was sold in my hometown to satisfy social securit
taxes. So I reject their designation of them as “contributions,” We
contribute to our churches, %lut they do not sell out the business of.
the people who have defaulted.

ow, if this went up to $9,000, this would increase maxinium bene-
fits around 60 percent, would 1t not ¢

Mr, Conen. I have not figured it out—that sounds correct. From
$127 to $204, I guess, was the correct figure, was it not ¢

Senator Curtis. Yes. But it would increase maximum taxes over
to 87 percent? .

Mr. CoHEN. Yes. The taxes would increase somewhat higher per-
centagewise than the benefits would ; that is correct.

hSegnator Curris. Now, that is to raise the base to $9,000 would do
that :

Mr. Conen. Yes. I am not pros)osin% $9,000 today, Senator.

Senator Curris. Oh, no; I realize that. This is a confirmation
hearing today. - ‘

Mr. CouEn. No,sir; I did not mean that.

Senator Curtis. I withdraw that.

You have advocated that it be done in steps.

Mr. Conrn. That is correct, sir. - : ,

Senator Curtis. Yes, sir. o .

This would be. a good bargain from the viewpoint of the system,
though perhaps not from the viewpoint. of successfyl young people;
isn’t that correct i . y '

Mr. Conen. Well, let. me put it this way: I do not think that is
quite the question to ask, It would bring in more income to the sys-
tem than the benefit dishursements. That answers one part of your
question, . o L :

With regard to younger peogle, if you just tgke that incremental
part off, that is the difference between $4,800 and $9,000—yes, they
will be paying in much more for that part than they receive back in
benefits. But I would look at the whole ball of wax together, =~

Senator Curris. That is exactly what I am going to do.

67514—61——8
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* Now, wages are going to go up, our standmd of hvmg and wagec;
and income are going to go up. - '

Mr. Congn, I certainly hope so. S

-Senator Curris. Yes. v B

So you are advocating a program tlmtf in raisin the wnge base
aldne, is going to inerease socia '-*,ecurlty taxes on the ploducers by
87 percent; isn’t that right?

Mr., Conex. May I explain that, becatlse you have touched on
thé very point that is under lymg my assumptlonq in the mnterml thnt
you present. :

My entire {)t‘esentntmn that you are uotlntr from is based on the
assumption that the gross national product will incrense 50 percent
by 1970, and I'was proposing a series of recommendations in imptove-
ment in social security which would be parallel ‘with: tlie-economic
o‘mwth of our Nation as it went along, because;‘as 1 ‘believe I 'said
in that article or some other article, T think the key-to our economic
and social development is that as our economy improves we should
share some of this increased productivity with the dependent groups
in our population, as well ag with the working force, so that whole
movement that you are talking about; looking ahead the next 2 years,
was not based ‘on what I was recommendmg today but what I think
and what I thought would ke the development’ of'! the Ame1 ican
économy over the next 10 years.

Senntor Curms. Now, sharing it with the dependent group, by that'

o you mean everybody over 65¢ -

Mr. Conen. When you say “everyone,” I would lope that the’ to-'
tality of the proposals would, in the course of the next 10 yedrs, result
in everyone over 65 who was "retired benefiting from thess’ proposals;

es, Sir.
y Senator Curris. That was not my question. T said when you refer
t% the needy group, by that do you mean that-everybody over 85 is’ m
that category? '

Mr. Conen. Noj; I did not mean that. I meant thoqe over 65 \vho
have retired and were eligible for any benefits.

Senator Curtis. I am greatly concerned. A structure is being: built;
promises are being made; a program is projected that i going to'invite
a revolt of our youth. Here we have one proposal.” Raising that
wage base would increase the social security tax 65 percent.  When the
plan goes into effect, which would be by 1969, if we added' the half
gercent medical care, the person with the $9, 1000 salary, would ‘pay

450 and his employer would pay $450 a year, correct? ‘

" Mr. Conen. That is correct. R

Senator Curris. A self-employed person would pay "5635?

' Mr, Conen. Thatis correct, if the same relatmnshlp we tzilked about
contmﬂed to exist; yes, sir, J

“Senator Curris. Mr. Cohen, that would amount'to '$2 a ﬂay for'
the self-employed person, would it not? '

"'Mr. Coiten. Two dollars for every day out of the’ yem 5 ¥es, élr

Senator Curris. Sundays, ramy days, hohdays? ‘

“Mr, Corgen. Included. ,

Senator Cuitis. Eyety’ day* ‘ R

Mr. ConEN. Yes, sir. ~ - ’

B B
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.. Senator Curtis: A family, a wife and two children, the man mak-
ing $9,000 a year, their social security tax would equal one-half ¢
their income tax. S : '
-:Mr; Couen. Yes,sir, - I see nothing wrong with that.
.. Senator ,Curris. Well, maybe not. ... N
- A member of the Swedish Parlinment told me that they were pay-
ing more for social bonefits than they were for national defense. They.
fear: the Russians.. Yet no political group in Sweden would come
forward and say, “Let us reduce the socia}) benefits and provide for
defense.” .. Hers we. have before ns now a program for social secnrity ;
a $9,000 person would spend for social sesurity taxes an amount
equai to half his Federal income tax. .. . . - . . . - .
. Mi. ComeN. Well; Senator, I think that when you balance all of
the.various considerations, of which there are many, in texms of,:on
the: one' hand, attempting .in our. free enterprise, democratic society,
providing income to people to meet the major hazards of life and
still trying to retain a free enterprise, democratic society, then iden-
tifying the costs through a social security program that makes people
conscious of the cost, as gocial security does, is a conservative and
intelligent. way of doing business. In other words, the.point that
ou are making, and that is why I answered it, is not that that results
in something which I think is bad, but identifies to the irdividual
that.if they want this social protection, they have to pay the cost. I
think that is one of the advantages of a social security prograx.
Senator Curtis. But it is you that is promoting it. -
. Mr. Couen. Pardon? - : R
- Senator Curris. You have promoted these things. = You have ad-
vocated a $9,000 wage base? SRR L
Mr. Conen. Yes, sir; and I advocate people paying more taxes for
those benefits. In other words, I am trying to keep a reasonable
balance: between benefits .and costs, so that we achieve the social ob-
'q;:pives of our society at the same time we keep some fiscal responsi-
Hity. . IR . o S
_ Senator Cortisi: Certainly, if you pay it:out, you have to take it
me o, i1 e e ca . ‘
I noticed you used the word “freedom,” several times. This would
be compulsory like the present law, would it not ¢ Lo
Mr. Couen. The contributions, yes, certainly.” Just like the in-
come tax, compulsery edueation, a number of other things. -
. Senator Courris. Compulsory contributions? .-
- Mr..Couen..Yes. ... - o
Senator Curtis. Twodollarsaday? .. .= .. . Lo
Mr. Congn. Intheinstance that yougave; yes,sir. = = . . 1,
. Senator Curtis. Not the instance I gave, the program you recom-
l‘nende“d.' . Lt e e o P .
My. Couen. Yes. g SR S
.-Sengtor Corris. Which involves only two things-—the passage of
the bill on medical care, which would add one-half of 1. percent.on:
the. tax,: and raising the.wage base... Those two:things alone would
make these swegple who are buying homes, educating their children,
paying for their Blue. Cross hospitalization; saving.for their,old age
and so on, pay $2 a day for social security. Now: this would-very.
substantially reduce the, person’s incentive. and. ability to invest in

g v e aeersl . . v o b
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insurance, building and loan shares, stocks and bonds, and so forth,
would it not{ »

Mr. Conen. I do not think so, Senator. I think that one of the
great accomplishments of social security has been to make people con-
scious of the fact that with the protection that they have and the
foundation that they have, they are more willing to do these very
things that you have. In other words, some of these low-income peo-
ple who have no hope, no prospect of investing any money, when they
once have this foundation, they become more incentive minded.

Senator Curris. I am not talking about the competition between
social security and insurance.

. Mr. CoueNn. Iunderstood you.

Senator Cortis. I am talking about the individual if he works hard
and seeks a promotion; it is going to mean that his social securit
taxes go up to$2 a day. His incentive to improve himself and to wor
and save is going to be cut down.

Mr. Conen. I de not think so, Senator. When my salary has gone
up at the university and my annuity payments go up, I do not think
that my incentive has been destroyed or my willingness to save has
been impaired. I look upon it as part of my total protection and my
total investments that I have for meeting these hazards. :

Senator Curris. Now would you recommend raising the social secu-
rity tax base beyond $4,800 if maximum benefits remain payable on
the $4,800 ¢ '

Mr. Coren. No,sir; I would not.

Senator Curtis. Would you recommend a Government contribution
paid from borrowing or additional general taxes to pay the higher
social security maximum benefits?

Mr. ConeNn. No,sir;at this time, I would not do so.

Senator Curris. At any time?

Mr. Conen. Well, when you say at any time, that takes in a lot
of territory. '

Senator Curris. Here this program runs in perpetuity, and no one
knows more about the future costs of it than you do.

Mr. Conen. That is correct, but I would not—could I strike that.
from the record ¢

Senator Doueras. May I tell a story to reduce the tension$

Senator Curris. There is no tension.

Senator Dougras. There was a very famous professor of physics at:
Johns Hopkins by the name of Roland, who testified in the alternating-
current and direct current case. He was asked the question, first o
all, “Who is the greatest authority on physics in the country$”

e said, “I am.” ‘
‘Later, a friend of his said, “Roland, that was a terrible thing for-
you to say. Why did you say you were the greatest authority on:
phzsics in the country #” S
To snid, “Well, when I took the stand, did I not promise to tell the:
truth, the whole truth, and nothing but the truth” -

So this reply of Mr. Cohen’s was telling the truth, the whole truth,,
and nothing but the truth, and ¥ agree with him.

Mr. CoreN. T was really answering the second part of your ques-
tion, Senator, not the first part. '

Senator Kerr. Was it not just the other way?

Mr. Conen. I have forgotten now what the question was.
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Senator Curris. The question is: Will you, at a future time, rec-
ommend a (overnment contribution to this program? -

Mr. Conen. With the knowledge that I have now, I do not think
in the foreseeable future that I will recommend a Government con-
tribution ; no, sir.

Snator Curtis, According to the pro?am you had advocated here,
assumming that someone makes $9,000 for 30 years, they are going to
pay in $20,250. How much increase in maximum benefits would re-
sult from adding medical care to present benefits

Mr. ConeN. You mean what would the dollar cost be

Senator Curtis. Yes.

Mr, Conen. Under the level premium cost of 0.6 percent of payroll,
it would result in level premium benefit costs of anut $1.9 billion a
year under the medical benefit proposal that the President has sent to
the Congress.

Senator Corris. That is what they start out with?

Mr. Couen. No, that is the level premium. It would start out
somewhat less than a billion dollars and then rise. The level prem-
ium in dollars would probably be in the neighporhood of $1.9 bil-
lion per year in the lon% run.

Senator Curtis. Well, now, is that any relationship between medi-
cal care benefits and the social security taxes paid by the social se-
curity taxpayer as to the amount of the benefits?

Mr. Courn. No, sir.

Senator Curtis. Itis a flat benefits?

Mr. Conen. Well, in the sense that you are using it, yes. That is,
that the benefit is the same for all persons in similar circumstances,
X days of hospital care, Y days of skilled nursing care, irrespective
of the amount that they contributed or their wages; yes sir.

Senator Curtis. Would you favor paying for medical care for
OASI recipients out of general revenuesg : :

Mr. Coren. Nosir.

Senator Curtis. Would you favor adding a flat amount, like $5 or
$10 to each person’s social security taxes to pay for medical care, which
is a flat benefit. ‘

Mr. CoHeN. I do not think I would. I have never really, I must
say, thought of that as a possibility until you just mentioned it.
Senator Currs. I am not proposing it. :

Now since today’s young people are going to pay maximum sched-
ule social security taxes for a lifetime, what would you think of im-
mediately imposing the rate on taxpayers who are now middle aged

-or older and who will Iget the social security bargains in a few years$

Mr. Coren. Well, I think that has some merit, but it draws you
into another dilemma. That is, when you make the tax higher, which
has many advantages, for bringing home this intimate relationship
between contributions and benefits that I talked about, t':en you
naturally increase the amount of excess of income over disbursements,
and you would increase the size of the trust fund, Some people who.
feel that increasing the-size of the social security trust fund has
some disadvantages would not be in favor of that. So there is a case
where conflicting elements——

Senator Curris. We shell try to remove some of the conflicts.

.Thére are people who have received tremendous bargains under social
security ¢

Mr. Conen. Yes,sir.
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Senator Curtis. And they will continue to?

Mr. Conen, Yes, sir, ST : g

Senator Currs. At the same time you have outlined what this is
going to cost our Foung people, especially the hard workers and the
successful ones in the future—— : S

Mr. Conen. Yes. ‘

Senator Curtris. Would you or would you not favor immediately
imposing a rate on taxpayers who are middle aged or older, who will
get these bargains? , ‘

Mr. Conrn. If you only considered the question of the relation-
ship of their contributions to their benefits, my answer to your ques-
tion would be “Yes.” T think it would be fair and eqluitable with re-
spect to those individuals to charge them the level premium rate
immediately. : :

But when you consider the other economic slements in building up
the trust fund and its impact on the economy, then I would say in
balance, which is what Congress has done over the last 25 years, I
would have a more progressive increase— :

Senator Curtis. Are you not forgetting one important element ?

Mpr. Couen. What is that, sir? ’ : ‘

Senator Curtis. The political element.

Mr. Conen. Well, I think one must always take political elements
into account, by which I understand the acceptance of the Americon
people as to what seem to them to be fair and equitable; yes sir.

Senator Curtis. I am not so sure about that. It is very easy to
vote for a tax raise that is very high which is going to take effect 10
years from now and to raise benefits now. Congress has raised the
social security benefits before every election for a long time, and there
are going to be a lot of elections yet.

Bf ", C%HEN. May I just recount to you that I was one of these per-
sons who, for some 8 or 10 years during the forties, recommended
an increase in the tax rate when both Congress and business groups
and others were nct in favor of it. My experience in that field was
rather disastrous for about 7 or 8 years in making the points that you
are just making, that people should pay a high rate to reflect the
benefit value that tney are getting. - o '

Senator Curtis. Well, of .course, that is not what you are coing
now, Mr. Cohen. You are saying noy, today, let us pay the hospital
bills of everybody that is eligrible for social security benefits, even
though they have not retired and have never contributed a dime prior
hereto. That is not any level premium, isit{ .~. S

Mr. Conen. Well, yes, I believe it is, : S e
“-May I say this? Every pension system, including the civil service
retirement system, passed by Congress, every private retirement sys-
tem that is faced with the dilemma of getting started at a given
moment of time, always has the problem of what do you do about
the people who have retired previously. And what happens? This is
a very grave difliculty and they say, well, in order not to'discriminate
against everyone, we shall bear that cost for the. period when the
system was not in operation and pput it-on the future beneficiaries or
the employer. R

Senator Curris. Well, now, does the President’s. recommendation
offer health benefits to everyone over 65, assuming that the individual,

,,,,,
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of 65 is out of the labor market and has no social security credits?

Mr, Congn, No, it only provides it for those people who have
contributed for, let us suy, 1« minimum of six quarters. .

Senator Curris, So you are taking some of the people and gomg
to give them hospital insurance without a means test, some of the old
peoFle, and some you are not, is that correct ?

Myr. Conen. That is correct.

Senator Corris. And you approve it ¢ , ‘

Mr. Comnren. Well, 1 think it is the most practical method, taking
into account all the diflicult factors involved.

Senator Curris. 1 agree;itisa political system.

Mr. Conen, No,no. :

Senator Corris. Oh, yes; I think itis. :

M:. Conen. I do not think it is a political system. It is an evalu-
ation, und an evaluation, may I say, Senator, that was made this
committee and Congress all during the history of the social security’
program, to have a dual system of insurance on the one hand and
assistance or the other to take care of those people who are not cov-
ered adequately by the insurance system. That philosophy, whether
it is right or wrong, has been the philosophy imbe&ded in this program
since 1935. i .

Senator Curtis. But, Mr, Colien, you departed from that. Of the
people already 65, and I shall restrict my- question to the retired,
those who have a bit of social security credits, enough to qualify for
benefits, no matter how tiny, will get hospital benefits paid for by the
producers who pay taxes now—and they have never contributed to
t— ‘ .

Mr. Conen, Senator, may I say this? Nothing would make me
happier than if we did not have this dual system that we have—if we
could somehow find a way where we did not have old-age assistance
at all, and where everyone; under some system, call it whatever you
want, was taken care of for these risks. But we have not beenyai;l‘e,
in our complex society, to devise that kind of system yet. ~

Senator Curris. I do not want the committee to feel that I am
taking too much time. But I do feel that here is the one program in
government that runs in perpetuity, and if the children and the young
ge()} le have an interest in anything going on here, they have in this.

0 , :
D

)

_am going to go on to another subject. - S

fr. Cohen, I am veéry interested in the statement attributed to you
by the University of Michigan News Service for October 28, 1948,
which I quote, from: . E - o ‘

We could abolish’ wapt or poverty in the United States at a cost of about
$10 billion a year. Lo
" You are.algo reported as telling this conference of social workers
that they should eradicate the depression psychology of a vestrictive
econgmy and . g)lanfa program reflecting the Nation’s increase in
ability to pzfyu or security, welfare,-and social needs. - = .

Now the February: 1961 Social Security Bulletin showed on table
T that in the last 3.months shown, ending: last- October, we -were
spending under these programs at:the. rate of $19 billion a ‘year.
Public assistance for Qctober was an annual rate of $4 billion a year.
The extended unemployment compensation benefits would raise total
social security benefits to:over:$25 billion a year, would it not# -

Mr. Conen. Yes,sir.
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Senator Corris. At the present time, $25 billion. But we are far
from abolishing poverty, are we not?

Mr. CongN. That is correct, sir.

Senator Curris. Are not these costs already scheduled to rise by
another $10 billion in a relatively few years, without liberalization?

Mr. Conen. I do not know about the exact amount, but they are
scheduled to increase; yes, sir.

Senator Curtis. They will go up $10 billion in the 1960’s, if we
never vote another liberalization. That would make $35 billion.

Now, do you think that this additional $10 billon that is going to
go up automatically will abolish poverty?

Mr. Conen. The $10 billion that you have just mentioned?

Senator Cortis. It will go up automatically%

Mr. Couen. No,sir.

. Senator Curts. Is the $10 billion you referred to as the cost of
abolishing poverty a still further amount?

Mr. Conen. Well, I would guess that if you included that $10
billion in the next few rears, without doing 1t very scientifically, I
would say that maybe that would take off a billion or two, so there
would still be maybe $7 or $8 billion left. ‘ ‘

Senator Curtis. Well, now, either the $10 or the $8 billion, or $9
billion, would you give us a rough idea as to where this povert{-
ggo]islcnli;lg $10 billion a year would come from and how it would

use :

Mr. Conen. Well, I would hope that part of it would, of course,
come from things like an increase in the minimum wage for those peo-
ple who are working. In other words, when I talked about abolishing
poverty, I was talking about the result of raising the income of
these people.

Senator Curris. Here is your quote:

We could abolish want or poverty in the United States at a cost of about $10
billion a year.

Mr. Conen. Yes, sir.

Senator Curris. You were not referring to the Government?

Mr. Conen. No, sir. I was talking about the total cost to our
economy from whatever source derived, including increased wages
that employers would pay, increased employment.

Senator Curtis. I withdraw the question then, as to where the
money would come from, if it was not Government funds.

Mr. Conen. No, sir.

Senator Curtis. Now, looking ahead 10 years, to 1970, how much
do you think the general level of social security benefits should be
increased ¢ ‘ '

Mr. Conen. How much they should be increased? Well, I would
say that if my hope that the gross national product would be 50 per-
cent larger in 1970 than in 1960 were to come about, then T would hope
that social security benefits, on the average, would reflect that same
type of development. In other words, that they would be by that time,

a'pgroximately 50 percent higher than they are today.
- Senator Curtts. Asa matter of fact, you repeatedly are recommend-
ing & 50-percent increase in the level of social security benefits in the
next 10 years, are you not?

Mr. CoueN. Yes, by the end of the 10-year period.
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Senator Curtis. With a minimum of $50 and & maximum of around
$190 or $200¢

Mr. Conen. That is correct.

Senator Curtis. In other words, you believe that the maximum
benefits should be at least $200 b the end of the 10 years?

Mr. Conen. Well, my thought was that the maximum benefits
should reflect a ratio of 4 to 1, with a minimum benefit. So that $50-
to-$200 range for a contributory wage-related system was what I was
suggesting in there.

enator Corris. Mr. Altmeyer, when he was Commissioner, used to
say that social security benefits would be adequate when no more
than 10 percent of the aged beneficiaries had to seek old-age assistance
to meet their extreme needs. :

Would you regard this as an acceptable criterion

Mr, Conen, I think in that article, or one of the articles, I sug-
gested b percent as being an objective that I would set. In other
words, I would like to see a lower level of old-age assistance than Mr.
Altmeyer would.

Senator Curris. Because in 1950, 12 percent of the old age—of
the aged were getting old-age assistance. In 1960, it was down to——

Mr. CoHEN. gPerhaps I am not understanding you.

Senator Curris. In February of 1960, only 6.7 percent of QOASI
beneficiaries were drawing old-age assistance.

Mr. CosEN. Yes.

Senator Curtis. They estimate that by 1970, no more than 6.5 per-
cent will. But you would say that social security benefits are not
adﬁluute until it gets down to 5 percent ?

r. CoHEN. '(%ntil the total proportion of aged people receiving
old-age assistance is 5 percent or less. That was my test.

Senator Curtis. I thought it was of the people receiving OASI.

Mr. Conen. Noj; in my article, I used as a test 5 percent of the total
aged population. Of course, by 1970, when we have 20 million aged
people, 65 and over, 5 percent means a million people still-——
19Séanator Corris. 1 was referring to your speech of November 18,

58. :

Now, several years ago, before the Ways and Means Committee,
one witness stated :

We have to bear in mind that the purpose of social insurance, whether old
age insurance or unemployment insurance, is to insure against a portion of the
wage loss. Now, if the person has not retired and has not suffered a wage loss,
then I do not believe, under the soclal insurance system, he should recelve
benefits.

Would you agree that social security should not provide benefits
to people who have not retired or substantially retired, and hence
have not suffered a wage loss?

Mr. CorEn. As far as cash benefits are concerned, yes.

Senator, Curris. You would limit it to cash benefits?

Mr. Conen. Yes, sir.

Senator Corrys. Why? :

Mr. Couen. Because I think there is a distinction between cash
benefits and medical benefits.

Senator Curtis. Because of the advent of medical benefits.

Now, that was Mr. Altmeyer who made that statement in 1949,
but he made no such distinction. : :
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1::Mr, Conex. I think he-was, if I might be.permitted, thmkmg only
in terms of cash benefits at that time, -

Senator Curtis, A widow’s social secumby beneﬁt is thle&fourths
of her-husband’s primary amount‘i : A

Mr. Couen. Yes; siri :++ . - i

'Senator Curris, In other words hm' bcneﬁt is half what her hus—
bund and she would receive fogether or have been recexvmg a8 a re-
tired: couple? . : . . , , .

Mr. Couen, Yes, sir.

«:Senator: Corris; Do you feel that this- pro ortion should be con-
tmued or changed, and if so, in what manner? Ce

..Mr. Conen. I think it should be increased.

Senator Curtis. To what?

Mr, Conen, 1 thmk 1t. should be. changed nnmedmtely to 85 pea-
cent ‘

. ‘Senator CURI‘IB. And eventually to what? :
~ Mr.. CoHEN. I would hope eventually, if funds pemmtted to 100
percent i

- Senator . Cortis. How soon? '

Mr. Couen. I would hope within this 10~year perlod that we:are
talkmg about.

:'Senator Curris. In other Words, you beheve a widow should get
as much in social security benefits as would. a retired woman worker,
whose benefits are based on her own record of covered earnings?

- Mr. Conen. I did not: sa,y the same benefit in dollars but the same
proportlon : .

That is, that a smgle person, whether a smgle woman or a single
man or a widow living alone, should be treated as one unit and get
100 percent of the primary benefit. - :

b Se;im;:or Curris. Now, you have always argued fo.r a wage-lelated
enefit :

.. Mr. ConEN. Yes, sir. This would still be wage relabed

Senator Curris, Men’s wages are hlgher than women’s wages, gen-
erally, are they not? . : ‘ ,

Mr. CoHEN. Gener').ll 50.

Senator Curtis, The widow within this 10-year perlod would get
a benefit equal to 100 percent of her husband’s?

Mr. Conen. Right.

"Senator Curris. She suffered no wage loss.

A woman who was working and retires would get 100 percent of her
own wage record, would she not ¢

Mr. Conen. ane would probably get 2 lot hlgher in dollar beneﬁts
because——

" Senator Curris. No, she would get lower. - -

Mr. Coren. It would d depend on what her wages would be.2 1t would
be generally lower, yes, sir. In some cases, it ‘would be hlgher but
I would say nerall% it would be lower, yes,siv.. -~

- Senator (jgmms his widow may have paid nothmg herself in
social security taxes, because she never worked in'a covered job,
whereas a retired woman had paid such taxes for perha 8 a good
many years, and so had her employer. In other words, you feel that in
this social benefit program a person may logically get o full benefit
whether or not she has paid- anythmg in socxal secuuty mxas or not, 19
that correct ¢

Mr. Counn. Yes.
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T think she should be treated as a unit ]ust like the workingman or
wor kingwoman is; yes, sir, - .

: Sengtor Curris, Is it not true that. the benefits under H.R. 422..,
the administration’s social security. health-care . proposal, is a flat
benefit? The samne protection to anyone ehglble, regardless of the
underlying earnings record ¢

Mr. Couen. T think I understand :.what you mean and my answer
would be yes. I would not use it.as a flat benefit, because that connotes
that the dollar amount'is the same for ever, yone, which is not true.

:Senator Curtts.: Well, if .they suffer the sume illness, they get the
same dollar amount, go to the same hospital, do they not?

Mr. Coren. That 15 the point. They mlght go to different hos-
pitals, and, in effect, get different dollars of benefits, because the hos-
pital cost would be dltferent in dlfferent hospltals und dJifemnt com-
munities. . -

Senator Curris. Well to the extent that hosplml costs mlght be
dlﬁ'erent But othermse, it would be a flat benefit, would it not? '

‘Mr. Counn. Well, I prefer not to use that term, but I think I unders
stand what you mean and the answer would be yes,.

. Senator Curris. And you favor that?

Mr. Conen. Yes, I do. ,

Senatorr Curris. Do you know any expert in the field of socml
Securlty who supports it ¢ : _

-Mr. Conen. ‘ Yy, yes, Sir.

Senator Cruis. Wsl'l
* Mr. Conzn. Icould give you quite a list.

- Senator Curwis. Hag Mr. Cruikshank ever said that?
- Mr. Conx. Tamnot—— - :

- Senator Curtis. Mr. Altmeyer? ’

.. Mr.;Coungn. Lthink Mr. Altmeyer does.

I have talked with him recently. ' o “

Senator Curris. Has he not also smd t.hat he favored benehts re-
]ated to wages?

‘Mr. Corien. ‘Welly I have-stated that too, Senatm and I always tuke
thiose statements to-mean in relation to cash: wage loss benefits. - I'do
not think you can apply the same principle to. medical benefits.

The statements that you are quoting, I think, were taken at a time
when they were testifying with respect to monthl‘y cash benefits. .

Senator Curtis. But the fact would remain that this one-half of 1
percent tax, some people would get the same health insurance for 30
cents a year that others would pay $30 a JQ&I‘ for? . :

Mur. Couen. 30 centsa year ? :

: Senator Curtis. Yes. -1t is$50in each quartar, is it not?

. Mr. Conen. Yes, I see what you did, - This is on the basjs of a pet~
son who has one quarier of covelage at: the- mmxmum earmngs em:h
year for 40 years, . -

~Senator Currisi So you Would pr o(ude ull tluough tlus whole aocml
secumty structure, as presented by Mr. Altmeyer and supported: by. a
lot of people and argued. against by:a lot, you would give the same
flat Hospital benefits, except only as-to the varying charges of hospitals;
without relation to'wage benefits; whic¢h could 'mean that some people
would buy it for 30 cents'a year and some of them $3O Q vean ?

Mr COHEN. Yes, sxr , , ‘
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Senator Curris. Now, do you believe the present age of 18 should be
the top age limit when children’s benefits are discontinued ¢
- Mr. Conen. Well, as I said in one of my articles, I would hope that
ultimately it would be increased to 21.

Senator Curris. Did you change your mind §

Mr. CoseNn. No,sir.

Senator Curris. What do you believe the maximum family benefit
should be by the end of this decade, 19701

Mr. Conen. Well, I would say probably in the neighborhood of
$250, $300, something of that character. In other words, I think
that—— o

Senator Curtis. Have you ever mentioned anything higher?

Mr. Conen. IthinkIdid. .

I do not recall offhand the amount, but I would have a family max-
imum that is related to the individual maximum just like it is in the
present law, about twice as high.

Senator Corris.. Now beginning with the amendments of 1950,
Congress has several times increased the tax and wage base and the
tax schedule rate, and at the same time, greatly increased the whole
scale of benefits, including the maximum benefit. What coriterion or
standard do you feel Congress should adopt in making any changes
in the taxable wages

Mr. Conuen. Well, I think the standard that I used in making these
%uvigesbions for the $9,000 was based upon this set of relationships.

en Congress in 1935 established a $3,000 wage base, that $3,000
wage base 1n 1937-39 covered fully the wages of 95 percent of the
people who were then working under the system, who were con-
tributing or covered by the system. If one were to follow that same
princigle, which seems to have been inherent in the 19385 law, the
wage base at the present time would then be a little bit more than
$9,000, That is how I got that. .

Senator Curtis. The 95 percent ?

Mr. Conen. The 95 percent ﬁgure. .

Senator Cortis. 95 percent of what so we get the record straight?

Mr. Conen. 95 percent of the individuals who are working in jobs
}c)(;vered by the system, whose wages are fully covered by that wage

80, .
Senator Curris. Has the AFL-CIO taken a position on this par-
tioular item, of 100 percent ¢ .

Mr. Counn. On 100 percent?

Senator Curtis. Instead of 95 percent.

Mr. Coren. Not that I know of sir.

Senator Curtis. Has it not been our exgerience in this country
that as individuals make more money on their jobs, they are better
able to save through their own efforts ¢ : ‘

Mr. Cormen. Yes, I would say that is true and that would be a
factor that would have to be taken into account in evaluating what
the wage base properly ought to be, :

Senator Curtis. But it i8 true, is it not, that when workers earn
more money, and this has been our experience even in times of risin
prices, they are better able and do save more through their own efforts

Mr. Conen. They do, but I think there is also a distressing fact
-about our economy that some do not save more, and those are the
kinds of people who do become eventually dependent upon public
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assistance. So I think that factor has to be taken into account, if
you want to protect the taxpayer from having to pay this burden
through general taxes. )

In other words, what I am trying to suy, when you come to weigh
what base to take into account, you would take the factor I men-
tioned, the factor which you mentioned, the extent to which people
are saving on their own. But I think you would also want to take
into account the extent to which, and the proportion of, the popula-
tion that is not saving enough in terms of liquid assets to take care of
an emergency when it comes. )

Senator Curtis. You are talking about taxes on higher wages.

Mr. CoHEN. Yes.

Senator Cortis. And even without doing any of that, we are spend- .
ing $26 billion in social programs, the Federal Government is, and it
is going to go to $35 billion in 10 years without changing the law. Is
it not imperative for the future well-being and growth of our economy
that we preserve the incentive and opportunity of every individual to
save for various purposes, including some old age income protection.

Mr. Conen. Absolutely.

Senator Cuxtis. If you want to preserve this opportunity and in-
centive to save, would it not be unsound for Congress to adjust the
taxable wage base upward so that some fixed percentage of four-
quarter ;workers wouIl)d have their total earnings covered by social
security

Mr. Conen. Yes, I think if Congress were to make that kind of
determination it would be very helpful.

Now, for instance, the last time you increased the wage base was in
1958. That is when you made it $4,800. If you were to keep that same
relationship, that $4,800 was in 1958, you would have to raise the wage
base today to $5,400.

Senator Curris. Now, to go on to another subject, do you think the
retirement age for women should be reduced below 62 and for men
below 65 ¢ ’

Mr. Coren. I do not at the present time think so; no, sir. Although
at one time, I did think so.

Senator Courtis. You have advocated that ¢

Mr. Conen. I did advocate at the time the Advisory Council on
Social Security, appointed by the Senate Finance Committee recom-
mended that the age for women be 60, I did support that at the time,
and on other occasions. C

But on reevaluating the cost of that and the priority, I do not think
now I would recommend it. , S

Senator Curtis. Now, you do feel that by 1970, we should do these
thin ne, the benefit Jével should be increased i)y 50 percent. You
so advocate ‘ e : : . ‘

Mr. ConEen. I would hope 30; yes, sir. S S

Senator Curtis. Two, thar the widows bénéfits should be increased
from 75 to 100 percent of her deceased husband’s primary bérnefit ¢

Mr. Conen. Yes,sir, - - ,

Senator Curris. Three, you do not believe in reduced age for women,
reducing it to 60 ¢ g

Mr. ConEen.. I do not think that has as high a priority ; no, sir.

. Senator Curtis. Do you think it shouid be doune in a faw years? -
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Mr. Conen. Well, at the present time, I would say no. But I would
be perfectly willing to recvaluate it in the future, dei)ending;upon
women’s empleyment and their wages and the costs of that particular
proposal. ) )

Senator Curris. And four, you do recommend a family maximum
benefit should be raised from :ziQBO to maybe $350¢

Mr. Conexn. Something like that; yes, sir.

Senator Curris. And Denefits to children should be paid up to 21
if they continue in school ¢

Mz, Conen. That is correct.

Senator Curris. How much would all of these increases do you
think—how much would it cost. by the end of the decade?

Mr. Conen. By 19707

Senator Curris. Yes. '

Mr. Conen, Well, I do not know—along with a $9,000 wage base
of course, that yon mentioned, right? L%y proposals were couple
with the increase in this base.

Senator Curtis. Yes, sir.

Mr. Conex. I would think that my proposals, to increase benefits
50 percent, to raise widow’s benefits to 100 percent, to pay child’s
benefits to age 21 if in school, to raise the family maximum benefit to
an appropriate amount, and to increase the wage base to $9,000,
would probably cost another 114 percent of payroll in 1970 over the
9-percent contribution rate for that year now scheduled. - .
" Senator Curtis. I mean how much would the payments increase?

My, Conen. Dollars, I do not know, ofthand. - S
- Senator Curtis. Under the present program in 1970, it will cost
about $17.3 billion. T have checked with the actuarial service and
these additional benefits: that you advocate would run at least $11
or $12 billion more. o :

Mr. Conen. Of course, the payroll base would be a lot more and
the income would be a lot. more, so that. the relative cost increase asa
percentage of payroll would not be that substantial. o

Senator Curtis. Well, now, what would be the tax rate if the wage
base stayed at $4,800% .

Mr. Conen. For what I propose?

Senator CurTis. Yes. ‘

Mr. Conen. Well, I do not know offhand, but probably it would
have to be somewhat more than what it would.be if it were $9.000;
I suppose about 114 percent more.

Senator Curris. I think that, according ‘o Mr. Myers, the cost.
increases would require a combined rate of 15 percent on a $4,800
wage base—that is employee and employer—and a combined rate of
13 percent if the wage base was $9,000. That would mean on self-
employed social security tax of $11.5 in the one instance or, if it was
on $9,000, of $10.5. '

Mr. Couen. Well, all T can say, Senator, is that to have a rather
reasonably adequate kind of system, it costs a lot of money. I think
that point should be forcefully brought home to the American people.
If that is the kind of protection they want, they have to pay fo: it.
Almost any type of pension or retirement system that I Enow of—
such as my own retirement system at the university—costs 15 percent
of payroll, excluding social security. So I think that just brings home
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the point that these kinds of protections do cost substantial amounts of
money. ‘ '

Senator Curtis. You favor this?

You faver a program that costs that much ?

Mr. Conex. Yes, I do. I think if we are going to achieve the
objective of providing this type of security, we must bring home in-
delibly to the American people that they have to pay this cost.

"There is no escape from that. :

Senator Cunrris. What is the difference between someone who is
entitled to social security benefits and someone who is eligible?

Mr. Conen. Well, I think the concept that is used is that a person
would be eligible by having sufficient quarters of coverage and the
age, and entitlement is when you actually apply for the benefits in
accordance with administrative procedures.

Senator Curtris. Now, the health benefits, if they are eligible, make
the application, but do not stop work, they would still get it ?

Mr. Conxen. That is true.

Senator Curris. This is not so of the others?
~"Mr. Conten. That is correct. _ ,

Senator Cormis. And that was—Well, I withdraw that question.

Did you support the Wagner-Murray-Dingell bill in 1946?

Mr. Couen. Yes, sir. ; .

Senator Curris. When the Senate Labor Committee held hearings
on that bill, Mr. Altmeyer said: -

Voluntary insuraiice against the costs of medical care have been tried and
found wanting. The principal reason why voluntary programs have not suc-
ceeded and cannot succeed is economic.. ‘

At the same hearings, Mr, Green, president of the AFL said:

_Voluntary health insurance has been found impractical frr the great mnsses
of people. ' . .

-Did you agree with those people then ? |

Mr. Conen, Yes, sir, anc? I think the advocacy- of that system had
more to do with propelling voluntary insurance to do a good job than
almost anything else on the scene.

Senator Curris. Would you say that anything today disproves that
contention ? '

Mr. Conen. Disproves that?.

Senator Curtis. Yes. u

Mr. Conen. No, I have testified in the House Ways and Means
Committee that since that time, I think they have done a much more
satisfactory job, and on the basis of that concrete evidence, I am no
longer supporting a bill like the Wagner-Murray-Dingell bi'l. In
other words, as experience demonstrates that there has been a caange
in cireumstances, I change my mind, too.

Senator Curris. Now, did you testify on the Forand bill in 1959
before the Ways and Means Committee ? ‘

Mr. Couen. Yes, I believe I did.

Senator Corris. Did you say:

I have in the past taken a position that they, people under 65—well, 65 and
over—but I would not take that position at the present time, because I believe

the voluntary plans and other arrangements have been sueccessful and a good

approach for the other people. In other words, my philosophy is not that the
Government should do everything? P y(‘ .
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Mr. Conen. That is correct, I made that statement.

Senator Curtis. And you have said here today that health insur-
ance, voluntary health msurance, could meet the problem of the
people under 65¢ |

r. Conunn. I do not think it can meet the problem 100 percent,
but I do not think that is the objective. I think the voluntary health
insurance system under the age of 65 is doingba reasonably satisfactory
job, and that with some supglement-ation y the other methods, it
can continue to do a good job. Not ever{body under 65——

Senator Curtis. Yes, but the people who contended in 1946 that
it could not do the job for the great masses of people were badly
mistaken, were they not?

Mr. Conurn. They were wrong, yes, sir.

Senator Curris. Now, does H.R. 4222 call for three funds in the
Treasutéy for social security, three accounts?

Mr. Couen. Yes, it does, yes, sir. There would be three accounts
in the social insurance trust fund: OASI, disability insurance, and
health benefits.

Senator Curmis. Now, the health fund—all of the retired bene-
ﬁciagries of OASI would be eligible to draw from that, would they
not

Mr. Conen. Yes, sir.

Senator Curtis. In case they applied.

Mr. Couen. Yes, in case they had applied, yes.

Senator Curtis. None of them would have or will contribute to

that account, will they?

Mr. Connn. That is correct. . . , ‘

Senator Curtis. So there would have to be taxes levied on other
people or else out of general appropriations? , A

r. Comen. Well, the bill provides that the taxes itt the Hibire 1o
the fund would cover those costs.

Senator Cortis. So, so far ns the people who will benefit in the
immediate future under the administration’s health program, they
will be drawing from an account but will put nothing in?%

Mr. Conen. That is correct. ,

Senator Curris. Now, the task force report says: ‘

This system permits people to contribute during their working years to the
relatively heavy cost of medical care in their later years.

That is not entirely true, is it? .

Mr. Cowen. Well, it is true once you adopt the policy for the
future, but it obviously cannot be true retroactively.

Senator Curris, Do you anticipate that medical costs will rise in
the next 10 years?

Mr. Congen. Yes, sir. |

- Senator Curris. Will that increase the cost of this nrogramf

Mr. Conten. Well, it may. There is an element already ‘included
in the actuarial cost estimates of a relative amount of 14 percent in-
crease, and an increase that is related to the wagé structure, but it is
entirefy possible that hosritalizution costs may be higher than antici-
pated; per diem hospital costs have risen 100 percent in the last 10
years, an average of 10 percent per year. If that should happen
during the next 10 years, we would be in a simply tremendously diffi-
cult situation, ' ‘ ‘
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Senator Curris. So your tax proposal would not be adequate, then,
would it ?

My, Conrn. If there were a 100 percent increase as in the past, no
sir, .

Senator Currts. Now, Mr. Cohen, I do not think you felt this time
would ever arise, but I am coming to my last question.
- Mr. Conien. Thank you.

Senator Currs. I can understand your relief. I am soiry to take
so much time.

- Mr. Chanirman, I think you might be interested in this.

According to the information given to the committee today changes
in the present social security program which you, Mr. Cohen, think
we should achieve by the end of this decade would mean that with the
wage base of $9,000, the combined tax rate would amount to 14 per-
cent—that is, 7 percent on employees and 7 percent on employers, If
medical care was extended to all those under 65 the tix rate would be
an additional 5 or 6 percent, would it not. :

Myr. Conen. I do not know what you added in there. -

But you say 5 to 6 percent of payroll ¢

Senator Curris. Yes. '

Myr. CoreN. On a $9,000 wage base? '

Senator Curris. Yes. If you apply the administration’s proposal
to everybody, like the Wagner-Murray-Dingell— '

‘Mz, ConeN. Oh, under 65 ¢ : '

Senator Curts. Yes. ' '

Mr. Courn. Yes; I think that is correct—which I am not pro-
posing,

Senator Curris. But you did in 19467
. Mr. ConeN. Yes, ‘ | : R

Mr. Courris. This menns that by the end of this decade social
security will be costing about 14 or 15 percent of payroll if the health
insurance benefits are ‘iimited to those over 65. 1f compulsory health
insurance was extended to everybody, the total payroll tax would be
up to 19 or 20 percent. If it was a 20-percent rate, the self-employed
rate would be 15 percent. This a maximum tax on an employer of
$900 per year and a like amount on an employee, and the maximum
tax on a self-employed person making $9,000 would be $1,350 if we
do what you advocated today plus what you advocated in 1946,

Under the present income tax laws, & man making $9,000 and self-
employed, if he is married, pays $1,438 in Federal mcome taxes. If
he has two childen, he wi]ll) pay $1,174. Yet, in the hypothetical
case 1 have made, that man, married with two children, with income
taxes of $1,174, would have social security taxes of $1,350.

Do you feel that as much of that man’s earnings of $9,000 as a Fed-
eral tax source should be devoted to this one single program of social
security as is available to help finance all other activities—the func-
tions of the Government, the paying of the national debt, and defense
of our country? T '

Mr. ConeN. Yes; I do-Senator. ' In the first place, they are four
different programs, not one program. - That man and his family and
the National are getting protection with respect to old-age survivors
insurance or life Insurance, disability insurancs, and medical benefits.,
So there are four protections against some very major economic
hazards of life.

67614—61——9
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.~ Secondly, I would say this. A good deal of what you said in that
extra 5 percent is not an additional burden upon the individual; the
family, or the economy, but merely a replacement of costs that are
now met out of pocket. .

. We are spending in the Nation today something in thé nature of
$20 billion a year for medical care. Now, merely financing it through
Blue Cross or Blue Shield in another way does not increase the cost;
#t merely transfers that cost from out-of-pocket payments to a more
rational prepayment plan. That is what Blue Cross did. :

Senator Curris. Now you have forced me to ask another question.

Mr. Congn. Iam very sorry. -

- Senator Curtie. It is not that at all. This is a compulsory program,
carried by taxes; The individual has no choice in it. It is either
going to run in perpetuity as long as this Republic lasts, or there is
Eoing to be a future groug of beneficiaries who will not get what they

ave been promised. And the individual will have more taken out of
his earnings for social security in its broad sense under the program
you have advocated for the next 10 years than he will be paying to
mo,inttain this Government, pay off its national debt, and defend the
country. : :

Mr. Comren. I do not want to argue that he should pay more Fed-
eral income taxes. But I do believe that for the security that he and
his family, and for the security that this Nation is getting'so that he
not be dependent, it would be value received for what he is contrib-
uting. ‘

. Senator Counris. T want to thank you for your patience. You have
been truthful in replying to the questions as to the program that you
have promoted through the years. I stand by the statement that I
thirk you know more about what it costs than anybody, becauss you
planned it all. | o

. I.say to you, Mr. Chairman, that I apologize for taking so much
time. I appreciate the chairman’s courtesy. -

ZSena,tor.%Enm'r.; Mr. Chairman, I am given to quotations, as my
friend from Illinois is, occasionally, and my current contribution is
a tag end from an English poem entitled “Gilpin’s Ride”:

Stop, stop, John Gilpin

Here is the place, we all loudly cry;
The dinner walits and we are tired ;

So, Gilpin, soar 1.

"Mr. Conen. I concur wholeheartedly.

Senator DoverLas. Mr; Chairman? =~

The Cramrman. Senator Douglas?

~ Senator Doveras. Mr. Chairman, T had not expected that we would
have such a lengthy examination of the principles and operaitions of
the social security system. I thought we were going to deal with the
(gmliﬁcations of Mr. Cohen. Mr. Cohen is well known as probably
the greatest expert on social security that we havs. Someone once
said that an expert on social security is a person who knows Wilbur
‘Cohen’s telephone number. I think that may well be true.

T hope you will forgive me if I ask a few brief questions. ,

The first question T would like to ask is: What percentage of the
.administrative costs of the social security system are (@) benefits and -
(5) contributions? ' ' o
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.- Mr. Courn. They run: to about 2 to 214 percent of contributions
and benefits at, the present time, Senator. o : :

. Senator Doueras, Do you know of any private insurance company
which has as low administrative costs as this? f

Mr. Conen, No, sir; I do not think it is possible for them to have
that low o cost. . ‘ , .

~ Senator Dauveras. So that the money which is paid in is virually
all distributed, and the costs of the overhead—the overhead costs of
administration are extremely low { :

Mr, ConeN. Yes,sir. = o ;

Senator Douvaras. Am I correct in understanding that the princi-
ple.of insurance is that there can be small contributions of the man
in order to' compensate for large losses which would otherwise be suf-
fered by individuals? ' _ ‘

Mr. Cosen. Yes, that is my definition of insurance. May I say,
Senator—I am glaci you brought it up—I do not think the definition
of insurance involves the exact relationship hetween what an individ-
ual has contributed and what he gets out. It involves a relationship
‘between the total paid in and the total paid out. That is what I con-
sider the correct definition of insurance, and is what entitles this sys-
tem to be .called insurance and .why‘tile Congress did call the tax
provisions, the, Federal Insurance Contributions Act, ,

Senator Doueras, In other words, what is aimed to be done is to
¥ro,v,ide. full protection against the risks of life, which, of experience.

all with crushing weight upon the individual, is this correct #

Mr. Conen, That is correct. , , o

- Senator Dovoras, And it does this in two ways: A, by a type of
compulsory savings, and B, by a pooling of risk so that the minority
wh(; may suffer.do not -have the losses which would otherwise be pres-
ent AP - o
Mr, Congen. That is correct. '

Senator Douvaras. And this second point is the principle of fire
insurance? | :

Mr. Comen. Yes, and that definition of insurance which I think you
are exgressinﬁ was expressed by a House of Commons select commit-
tee as far back as 1834, and is what I consider the correct definition of
insurance, which many critics of the social security program do not
.properly use in attacking it as not being insurance.

.Senator Doucras. Now, may I ask, assuming that benefits do not
increase and the contributions do not increase, and assuming that
the average covered wage does not . increase, wﬁmt will the reserve
of the social security system be, approximately, in the yea: 20009

_Mr. Congn. The Chief Actuary of the Social Security Administra-
tion makes three estimates—the low-cost estimate, the igh-cost esti-
mate, and the intermediate estimate. In those three, the intermediate
.estimate, as you know, ig the one that is always used by the committees
in 'Congress to determine the thx schedule, and mﬂably represents
the fairest expression of what seems to be the best usable figures.
The Z%%Omamd balance in. the trust fund is quite substantial in the
year . : o

.Senator Douaras. Is it nqt.upqrqximately $120 billion? - ,

Mr. Conen. The estimated balance in the OASI Trust Fund in the
year 2000, according to the intermediate cost estimate is $140 bilfion,
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" Senator Dovaras. 'And that thereafter the system would be self-
supporting with the deficit of current contributions, as compared to
current benefits, being offset by the interest upon the reserve, is that
not true? , T s

Mr. Conen. Thatisright. : '
~ Mr. Myers’ estimates of the contribution yield are such, and he
sets the contributions in accordance with the policy determined by
Congress to be sufficient to yield enough surplus during the early
periods of the system to build up a reserve, the interest earnings of
which are to be added to the income, and thus take care of the benefit
‘disbursements for all time to come. . ' . '

Senator Douaras. It is sometimes alleged and I thought one of the
"questions of my good friend from Nebraska leaned in this direction,
that the system as of this moment is insolvent. But if ‘you take the
‘long run view. of the systems, the system will be completely solvent,
‘isthatnottrue? = o o
" Mr. Conen. Well, the system is solvent today. The system has
‘been solvent ever since it was set up- The actuarial estimates and the
“contributions yields determined by Congress are intended té keep it
‘solvent for all time to come by the definition that the income to the
‘system, including contributions. plus interest, should always be suffi-
clent to cover the benefit payments plus administrative costs.

"~ Now, of course, the estimates might turn out to be incorrect, but
‘periodically, when Congress has restudied the act, it has always
revised the icome and otitgo so as to keep that result. I

. - Senator Douvaras. And is it not true that in practice, it has been
‘found that the assumption that.earnings will remain constant his not
been correct, and the increase 'in average earnings' has therefore
“inereased revenues above what was originally planned? o

Mr. Conen. Yes, sir; we take, recognizing the historic increase in
~wages which-have.occurred, and which your works have always so
well demonstrated, we believe that this same thing would happen
‘historically, but we have not taken that into account in making the
estithates. - Because while 1 think we would agree that it is not only
likely, it is most likely to happen, nevertlieless, it would involve a
certain degree of piorcing the future, which we have not done. So I
think we are on the conservative side in all of our estimates.

. Senator Doucras. In other words, the actuarial estimates are based
.on the assumption that there will be no increass in average earnings?
‘Mr. Conen. Thatiscorrect. ' o

Senator Doveras. And that in practice, here has been such an in-
_crease at the rate of somewhere around 2 percent a year? =
- Mr. Conen. That is correct; I would be perfectly willing to stake
myself out, in the kind of free enterprise and dynamic economy we
have, that this trend will continue to happen as a minimum in the
future. That is the reason why, in relation to these prognostications
I made, I feel all of those costs are on the conservative side. ' - S

Senator Douaras. Thank you very much. - R

The CraryMAN. Any otherquestionsd -

Senator Corris:. One question: . S ‘ -
f) ,Mréi Cohen, this.trust fund-interest income, where will that come
from?¥ - e :

i
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- Mr. Counn. Well, the interest has to come, of ecourse, from. appro-
priations for payment, of .interest on the national debt,:made by Jon-
gress out, of eneral Levenues  from the general tax| ayer. "

Senator 'Cortis.” es, now‘ 'do yo p‘ropose at wé pay beneﬁts
in bondsorincash? - =

Mr. Conen, Cagh, -~ - .

““Senator Curtis. We have: 80 muny bonds m the t;rust fund The
recipients want cash. To get them ‘cash, you éitlier hgve to tax the,
people to get cash to pay off those bon s, do you not, or sall some
more bonds? ;

Mr. Conen. nght

- Senator Curris. Or mﬂate the money?

Mr. Comen. Ihope not the latter.

* Senator Corris. So when you go to pay these beneﬁts, would it make
any difference whether you have this size reserve fund, or one that
measures much bigger? You are going to have to pay 'it in dollars.
"The only honest way you get dollars is to tax the people then or to’
sell more honds. That is true,isit not?

Mr. Conen. Yes.

Senator Curtis. That isall.

Mr. Conen. But I do not think that means that anybody has to
‘pag twice, Senator.

enator Curtis. I did not say that. I think this is costing enough
'Bay for at once.
he CramrstaN. Thank you very much, Mr. Cohen.

Mr, Conen. Thank you, Senator.

The CuArMAN. The next witness is Dr. Marjone Shearon of the
‘Coalition of Patriotic Societies of Ohio, Inc. '

‘STATEMENT OF DR. MABJORI'E SHEARON, ON BEHALF OF THE
- OHIO COALITION OF PATRIOTIC SOCIETIES OF OHIO, INC., ACCOM-
PANIED BY MRS. RICHARD D. YOUNG ‘

- Sonator Kerr, Mr. Chairman, could T ask a question?

‘What is the Coalition of Patriotic Societies of Ohio, Inc? Is that
8 corporation?

Dr. Siearon. What is it?

Senater Kerr, Isthat a corporation?

Dr. Sumarown. It is a corporation, yes, incorporated. It is the
Patriotic Societies of Ohio.

- Senator Kerr. That isthe name of it ¢

- Dr. Suearon. That is correct.

Senator Kxrr. Do you have the charter of it?

Dr. Suparon. No, not at all. They just asked me if I—I could
:get it.
g Senator Kerr, Well, would you get that for the record ¢

Dr. Saearon. Surely

(The following information relative to this charter was obtained
‘by the committee clerk from the Ohio secretary of state:)

Tae OHI0 COALITION OF PATRIOTIO Somm'mns or Onio, INo.

Incorporated : July 20, 1052, in Columbus, Ohio,
Principal office address: University Station, Post Otfice Box 8111, Columbus
+Ohtio.
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Ag{fnti dnd trustee: William B Wharner, 2898 Neil Avénue; Colunbus, Ohio.
- Othe? trustees:. Y. R. Ramey,; 60 East Broad Street, Columbus,.Ohioj M. O.
Anderson, 150 East'ongqt;Strect,' Columbus, Ohjo. . . ) T

F{lleg‘ gtagemenc of. continued existence in 1960, sfgned by Willlam B. Warner
af cha ah; ' ’ e : ' '

Purposes: 1. To establish an independent, nonprofit, nonpolitiealj nonsdetdrian’
organlzation, dedicated to the preservation of “Awmericagisms’. . .. °

2. To acquire and. disseminate gecurity informatlon.and educational ma-
terial pertaining to the American way of life, in the spirit and keeping with
the Constitition, of the United States of America, and to combat all un-

Ametican activitied, - ' :

8. To purchase, acquire, lease, hold, mortgage, pledge, exchange, seli, and.
convey personal and real property of every kind, nature, and type, whatsoever,
and wheresoever situated, and any interest therein,

. 4.d To receive, hold, invest, and  distribute gifts and bequests and other
unas.

: Shg‘o’ do' any and' . every act permitted by law to a corporation: not for-
pro. , | .

Senator Kerr. Mr. Chairman, I have been reading the testimony-
to be given by Dr. Marjorie Shearon. I ses some very significant
statements. I would like to request that the witness be put under oath,

The CrairyaN. The request has been made that the witness be put
under oath.

- Dr, Marjorie Shearon, do you solemnly swear that the testimony you
are about to give in these proceedings will be the truth, the whole:
truth, and nothing but the truth, so help you God ¢

Dr. Suearon. Ido.

You should have put Mr. Cohen under, I should say.

Senator Kerr. Under what ?

Dr. Sararon. Under oath. "

" Senator Kerr. I thought you were going to put him under.

Mrs. SaeARON. I have been asked to ?imit my time to about a half
hour, and I guess it would be'easier on you, and I do not mind, if my
full statement can go-into the record as though I had given it, please
tear off the last page. T see that this is going to my subscribers and
I have a price list on it which, of course, is not part of the testimony.

The CaairMAN. I notice you are selling copies of your testimony.
‘Did you you offer this for sale whether you deliver it or not?

Mrs. SuearoN. 1 wanted to print this for the reason that I did not
want the same thing to happen that happened with Mr. Weaver, that
before the Senators could see the printed testimony, they voted on
M. Weaver on the floor. So I decided very suddenly that I would
Yrint my testimony so it would be available to the other Senators once

had given it, and to the press. 4 ,

'Iﬁle (‘é‘HAmMAN. Are you going to sell it to the Senators, or give it
to them ‘ ‘ ,

_Mrs. SuearoN.. Ohyno.. Not counting printing, this is costing me-
$1,000 of my personal money—not my business money—to give this.

The CHATRMAN. “On this last page, youhave, “Single copy, 75 cents;-
5 copies, $3.50 ; 500 copies, $250,” and so on.

- Murs, Suuraron. Thereis great interestin this, | :

The Cramman. You have not offered copies for sale prior to the
time you delivered this?

Murs. Suraron. No.

The Cairyan. You want this taken off ¢

Mrs. SuearoN. Yes, of course. I would not want to include that;:
tear it off. ‘

You see, also——
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Senator Kerr. I would like to know also, Doctor, you asked that
this be made a part of the record as your testimony {

Senator Bennerr. Yes,she has asked thab

: Mrs. SHEARON. Oh, yes} surely.:

Senatot: Kerr. Do you apply the oath you have taken to the stn,te-
ments in this pam y

Mrs. SEEARON, Ii beg your pardonf . -

Senator Xerr. Do you apply the’ oath you have taken to the state-
ments in this pamphlet? .

. Mrs, Suearon. Nothing in this world could make me tell a he.
Does that answer the question?

Senator Kerr. I did not ask you that,

Mrs, Sukaron, I told you under oath that I would tell the truth
the whole truth, and nothing but the truth,

Senator Kxrr. 1 just asked you if the oath applies to what is in the
pamphlet,

Mrs. SuraroN. Yes, of course.

Will you also tear off page 43, in which I made a condensed hst
of the persons who have asked me to testify for them, the persong
and the organization? I would assume that you would prefer to
have the original letters and telegrams in the hearing. record, rather
than my condensation. I could not afford to print the letters and
telegrams I have received. My testimony ends at page 42.

- (See further discussion of this subject at end of Dr. Shearon’s oral
1emarks l;age 43 was retained to show a more comprehensive list of
orters
10 Crnnamman. Well, your desire is to speak for. 30 mmubes, is
that correct?

Mus. Suearox. I think I can do 1t, yes, and then to have the whole
thing in as though I had givenit.

The Cramaan. The part of your statement that you have not
gehvelged in person will. ge included in the record. ; Is this what you

esire

Mrs. Suearon. Yes, I hope it will be in regular-sized typo as if I
had spokenit. Ido not like the small-sized type.

The Cuairaan. You may proceed for 30 minutes, and we shall
adjourn in 30 minutes.

rs. SHEARON. Very well,

I shall skip over my qualifications.

I have known Mr. Cohen for 25 years. I came to Washington in
1935—December—to the WPA. in the Harry Hopkins era, moved over
to socinl gecurity on the request of Helen Jeter in the Bureau of
Research and Statistics. I left there on April 15, 1945, and went to
the Public Health Service, on the Surgeon General’s staff.

I left Government service in January 1945 and was almost imru=-
diately employed by the Republican Policy Committee as an expert
on social security and compulsory health insurance.

I wrote the economic brief for the defense of the Social Security
Act before the Supreme Court in 1937, so that I have been following
the system.

Senator Curris. Could I ask a question right there?

You wrote the brief that sustained the Government’s position that
the dct was constitutional ¢ '
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: Mﬁ) ngmom T wrote the econoxmc brwf,: mterlocked w1th the
egal brie R
enator CurTis. Not thwlegal brxef? g

Mrs, SuearoN. No, not the legal bmef« 'Aithough they mterlooked
I knew 'not a thing about’the:plan of: the 1egal bmeﬁ They went
through the press the same night—— S

Senator Curtis. I know your time'is ghort. , T dld ,lbt; wzmt to- ‘B0
intothat: - If it'whs the lpgal brief, T had uquestion

Mrs. SuparoN, No, it was the economic brief. -

.'T took my three degrees from Colurnbia in 1016. I book my Ph D
zmd majored in mathematics and ure: science research. :

I have with me Mrs. Richard.D. Young, an expert on subversmn in
the educational process and on subversion in general. She is the im-
mediate Fast president of the Parents Educational Research Organi-
zation of Arlington, Va., whose tenets were commended by the DAR
and nationally distributed. Mrs. Young is also & member of the
Daughters of the Confederacy. .

T realize that no member of this comxmttee would turn down a
Pres1dent1al appointee unless there were very weighty reasons.
realize that the most weighty would be subversion and moral turg
tude. I am conﬁmng my remalks to those two aspects of t
appomtment

I am goin dg to take you quickly ‘over 25 years of subversion in this
country, Igo btwk just a little further to the year 1919, At that
tima, the International Labor Organization was formed in Geneva

gl art of the Lea,gue of Nations. The United States did not then
omt eLeague, '

In that 5108 year in tlus country, the Commumst Party USA was

formed. -

In. 1930 the Inter natlonal Workers Order was created by the Com-
munist Party The general secretary of the TWO was German-born,
Max Bedacht. He was, as Chambers put it:

- * ¢ % that quiet little man— - -
that is Max Bedacht— .

had been for years a’ permanent Jink between the Central Gommlttee of the
zs&él;:gcan Communist Party and the Scviet Military Inwlligence in the Unlbed

You can follow this on the chart in the middle of my testimony.

‘T am giving you a number of separate things at the moment. They
are the pegs, the stakes, around this country and he world to which
the net of subversion was later tied.

In 1933, there were thres espionage roups formed here in Wash-
ington, formed in the Department, of i riculture by Harold Ware,
also known as Hal Ware. The three esplonge groups were the Na-
than Gregory Silvermaster Group, the Perlo Group and the Ware-Abt
Group. One of the members of two of those groups was Charles Kra-
mer, - His real name was Kravitsky. He worked .for the NYA, the
La Follette committee, the NLRB, the OPA, the Democratic National
Committee in 1944, and ended up with the Pepper Subcommittee on
Labor in 1946 and 1946, This was the espionage agent, Charles
Kramer.” . .

By the way, I have glven you photosta,tiu dccumentatlon of my
statements m these dossmrs which I have prepared for you. They
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are arranged in chronological! order for youn convanwnce m locatmg
the different documents.

(The dossiers rafarred to appear ab end of Dr Shearons complebe
8tatement‘) < i
- "Another one of t.he esplon ents was Lee Pressnrian. He was
the General Counsel for the P in 1936. : Ha left Jusb as I was
commg into WPA in December of that year;. -

After his espmna% e job here in- Washm n, he- went to the CIO,
where He remained from 1936 to 1948 as their general counsel He
was asked by John L. Lewis——— RS

Senator Anperson. When was WPA formed! i o

Muys. Sszearon. This was Lee Pressman.

‘ ?Sgg?l ANDERSON. You say he was General (‘ounsel for t.he WPA
in , : ,

Mus. SuearoN. No—-

3 S:élator AnbpersoN. Thank you I knew he' was not and I Wom
er .

Mus, SuraroN. No, let me see. I think he was. He. was either the

General Counsel or the Assxstant General Coun-el. It is in my text,

angwuy
enator ANDERSON. . o
- i Mrs, SHEARON, at\wa.s in 1935. He lefb InN935 to become the
g’eneral counsel ion. from 1936 to
948- ° R “ ’ .
Senator g Wras the L9 ‘
Mrs. S oN. WPA was,| o bout 19 3 or 1934, 1ght after
Roosevelt £ame in. en they bd eFERA, &N then they
+ just wentfout when social secupity-eamaiyir
Senatgr Anperson. I sugBest: nig -chcki orda

July 1, 935,Ibe
, Mrs HEARON

. I remember

8. ;
it in Ney 1 i pwas ph but it is a smajl point.
* Senatqr Anperkon<T was\g fisld ag RA, and/I think

Mirs. S; L. ked t e espiopage agent, ressmim
to organizeé\the Steel Workers of Amerida. was ossipfed b
Ritiner, a ‘member of t-.&Cngul ist In tional W, kers Srder.
John J. Abt, o agents, was alsd in the WPA -
as a counsel, either General Counse or- Assmtnnt eneral Counsel.
It is in my text. i i . :

That is right, he wastl  Assistant Gen
was the counsel at that time {oF

John Abt then went to the LaFollette Civil Liberties Committee
in 1936. He then became the chief counsel of the Amalgamated
Clothing Workers—this is the espionage agent—from 1938 to 1948.
Then he went to the Progressive Party, whxch was organized in April
1948,- It was Communist-controlled.

- Now, let us turn to the two nongovernmental lobbies. These were
orgamzed to put pressure on Congress to Suss compulsory health .
insurance. The one lobby was organizéd at the instance of the Com-
munist Party. It was the Physwmn s Forum, Ine., and there is testi-

eunsel and Pressman
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mony t6 the effect that it was initiated By the Communist Party. Dr.
Bella Dodd, the Communist, so testified. ‘

_-The head of this organization, the Physicians Forum, was the late
Dr. Ernst P. Boas. He had his own record of subversion, and he
announced that he had written for the International Communist
Workers Order. What I am demonstrating here is that this was
Communist-inspired and has been so through the years, and that
dverywhere you turn in this whole fleld of social insurance, you run
into communism and subversion.

The second lobby that was organized was the Committee for the
Nation’s Health. That was started through an advertisement on
December 4, 1945, paid for and sponsored %y 192 persons, who cut
across the economy of this country—businessmen, playwrights, au-
thors—just about every type of professional and business persom
that you could expect to ﬁn(!i). They put this ad in the paper on De-
cember 3, 1945, and just a few days I:)efore, on November 14, 1945,
President Truman introduced his health message, and Senator Wag-
ner introduced his S. 1608, with the President’s blessing,

This Committes for the Nation’s Health was incorporated on Feh-
ruary 23, 1946. There were 166 charter members, of whom 92 had
subversive records.

Included in the membership was Agnes Smedley, the Soviet spy
who worked in the Far East. Her affiliations have been described in
the internal security report on the Sorge spy ring.

Another person in the Committee for the Nation’s Health was Carol
Weiss King, the attorney for the Communist Party, the one who-
helped Gerhart Eisler get out of the country. Another person was
Roger N. Baldwin, who, after he had been out of Harvard for 25
years, wrote for the yeari)ook, “Communism Is the Way.”

There are others of the same type. This was the second lobby:
There were two nongovernmentnf lobbies to promote compulsory
health insurance legislation. The Committee for the Nation’s Hedlth,.
at the end of 1944 and for the preparation of the oncoming Wagner-
Murray-Dingell bills, {mt out a little pamphlet called, “Principles of
a Nationwide Health Program, Report of the Health Program Con-
ference.” It had 29 sponsors and was é)resumably a nongovernmental
ontfit, & research outfit, being operated by Michael M. Davis. But 6
of the 29 sponsors were Federal employees, who stood to benefit if this-
program went through. The second photostat in the dossier “Prin-
ciples of a Nationwide Health Program”—on that among the 29 spon-
sors were the 6 Federal employees, including the Director of Research
and Statistics in the Social Security Board, a doctor loaned to the
Farm Security, Dr, Mott from the Public Health Service; Kenneth
Pohlmann, in the Farm Security, now with United Auto Workers.

There were also, along with these Federal employees, the head of
the Communist Physicians Forum, Dr. Boas. .

Senator AnprrsoN. Are you referring to this [indicating] ?

Mrs. SuearoN. No, I am not. That is later. That is the Decem-
ber 4. That is not what I am referring to now, but it is good to look
at, 192 sponsors. Nearly 100 of them have subversive records, and
they were incorporated February 1946 as the Committes for the
Nation’s Health.

Senator AxpersoN. What is this sheet. about President Truman’s.
health plan?
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Mrs. Suraron. That was the sheét ‘)ut in immediately following
S. 1606, the Wagner-Murray-Dingell bill of that time.

Senator ANprndoN, Are these people & little bit leftish?

Mrs. SuearoN. I do not know what you would call a little bit left-
ish. They haveé subverkive récords. .

Senator ANDERSON. Arethey quite alittle bitileftish?

Mrs. SuearoN. They have subversive records. I would call that
quite a little bit leftish. ' .

Senator AnpersoN. The'first is & man named Gérald Swope of Gen-
eral Electric Co. o
. Mrs. SuaaroN. Iknow. You see, you always have the goodlooking
names, |

Senator AnpErsoN. The next is David Sarnoff. Which side is he
on, the goodlooking names or the subversive?

" Mrs. gHEARON. e does not have a record.

Senator ANDErsoN. Does Mr. Rosenwald ?

Mrs. Sriearon. Oh, my, yes.

Senator ANDERsSON. He does?

Mrs. SHEARON. Yes,

Senator ANprrsoN. Gardner Cowles, commonly known as Mike
Cowles? :

Mrs. SHEARON. Well, he helped them along a lot.

Senator Anperson. He did%) :

Mrs, Suearon. Yes. There is an awful lot in this subversion field
that is not generally known to the Senators.

Senator ANpERsoN. I do not know a lot about my colleagues, I shall
have to admit that. Albert Lasker?

Mrs. SuraroN. He helped to finance the Committee for the Na-
tion’s Health that had all the Communiste in. He gave a $6,000
contribution.

Senator AnpersoN. He did ?

Mrs. Suraron. He did

Senator AnNpersoN. You sort of suspect him, then, do you? He is
dead now. We can speak of him freely.

Mrs. SuearoN. He is dead now, although his young widow is
spending his money furiously, along the same lines.

Senator AnpenrsoN. Fairly sensibly, though, would you not say?

L_Ix;sg, SHEAﬁON. No, not at all. I do not believe in communism or
SOCIIISIN AL @il :

Senator ANpERsON. Do you think she does?

Mrs. Sugearon. I think she is just fooled, that is all. She does not
know what she is doing. She is being led around by some of these
]l;gys who do know what they are doing and have these plans, you

ow, o

Senator ANDERSON. Really?

Mus. Suearon. Really.

Senator ANDErsON. I see Anna Rosenberg is on this list. You ap-
pearsd against her one tims, did you not ¢

Mrs. Suearon. I surely did, and I gave what was said to be the
best testimony, because I did not claim too much, but I proved what
I did claim. ‘

Senator AnpErsoN. Did Congress take it very seriously?

Mrs. Suearon. No, it is very unfortunate, because the FBI did,
and the CTA.
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Senator Axperson, They did 1

Mus. Suraron. They did. :

Senator AxprrsoN. Did the FBI find anything about Anna Rosen-
bergi

Mrs. SnearoN. Do we have to get into that? The story about
there being two Annas is not true, you know. -

The Cuamaran. There were two Anna Rosenbergs.

Mis. Suearon. No. The FBI never said so. ,
- The Cnairman. I was chairman of the Arme? Services Committes
that, investigated ‘Anna Rosenberg, and there was another Anna

‘Rosenberg that had the same name, supposed to be a Communist.

The FBI appeared before the committee and found the other Anna
Rosenberg in California, and completely cleared the Anna Rosen-
berg that was appointed as Under Secretary of Defense.

Senator AnpersoN. What you are trying to say, Dr. Shearon, is,
vou never surrendered on that front, did yout

Mys, Snearon. No.

The Cuairaax. I would like to ask this question, Mrs. Shearon.

: I kwish you would turn to this chart you have in the middle of the
book.

Do T understand that you make accusations against Senator Claude
Pepper, Senator James E. Murray, and Senator Robert I, Wagner
as being guilty of subversion ¢

Mrs. Suiearon. I am not making charges; I am just presenting facts
from the public documentation.

The Cramrman. You refer to a net of subversion around the U.S.
Government. Do you regard these three Senators—one is dead—
as being Communists, or what ¢ _

Murs. Suearox. T would not say that about the late Senator Wagner
o the former Senator Murray.

The CirarraaN. What does this chart mean?

Mrs. Suearox. I was going to come to it in sequential order, but
1 shall be very glad to tell you about it.

_Claude Pepver. vou see. hired the espionage agent Charles Kramer,
and his position

The Craamaan. What are you classifying him in¥ Why did you
put h?im in the chart, the net of subversion around the U.S. Govern-
ment ‘

Myrs. Suraron. He was part of the net if he hired an espionage
agent. )

gThe Caamyman. Da you accuse him of being a Communist$

Mrs. SeEARON. Senator Peppert

The CHAIRMAN, Yes.

Mrs. SuraroN. Well, I do not know.

The Cramyan. What do you mean by this chart here? You Lave
his name in here in the net of subversion.

- Mrs. SaearoN. Well, if you hired an espionage agent, would you
not be, in some way, uiit,y ?

The CaammAN. Senator Murray—what did hedo

Mrs. Seaxon. T was going to give this in my sequence of testimony.

He went on July 4, 1944, to a rally of the Communist International /
Workers Order inn Madison Square Garden and Pmised them to the
skies for supporting the Wagner-Murray-Dingell bill.




NOMINATIONS 137

The Cramaesx, I thought your charges were against Mr, Colen,
but you have a lot of ether names in heve.

Mrs. Snesros. I am coming to that. You are breaking the se-
quence. I was trying to do it in sequential order, year by year.

The Cnamrman. You have not answered my first question, What
charge do you make against these three U.S. Senators!?

Mrs. Suranron, I am not making any charges, I am stating facts
from the documentation of the U.S. Government.,

The Cisinyman. You make no charges ngainst Mr., Cohen, either,
is that it, because he is in the same class as the Senators{

Mrs. SiearoN. I donot think so.

The Cnamnkarax, Go ahead; procead.

Senator Axpersow. When you get to page 11, will you let me
know ¢ .

Murs. Snearon. I was not even going by pages, because you do not
give me time. This is one of the most important appointinents you
will ever have to consider, because it relates to a man who will con:

trol the destiny of the urit ram for a long time to come,
.becausqs once you the provision into € aw, you put a ratchet
under it and npver get rid of them. “Thereford.you want to be aw-

fully sure of #he social philosophy of the man youappoint to this job.
It is a very’serious business amﬁo ~have a great rdgponsibility.

Senatoy” A NpErsoN. Now\that Senator Kerr is not here, I thought

i speak very freely about him. X see on page\ ! that there

steps being taken'in tha direction of this soclplized field.

One of themn is the Kevr-Mills~ nd the c}ﬁe\- is the Kqnnedy-An-
dersojfi-Cohen proposal. 2 {

e ]

Nopw, sirice 1 am in on oup\(md Stnaor Kelxr it in the|other——
M(QE. SJEAKQN’:QII, h © i v p
Sehator ANpERSON hiu i

was gway and tve coulc J% $
Da you regayd the Jarr-Mil a step toward sociglism{
M. Sneardx. I <ould likd

: 2 1 Mtﬂe preljminary to
that, that in July; July 9 thyou 1943, There was a/very secret

meetink in Montreal., = - ]

- Senator Kerr. By or Mills? J .
- Mrs. SxgearoN. N§; you were\not therg,but the triumvirate was.

Altmeyer, Walk, and n-weore) there at the secret sheeting. 4

The Cramhayan. If it was secret, how did you Jedrn about it?
Mrs. SHEARO) id. : :

i
Nght ge this dond while he
1t lﬁ?ﬁj

2]

I have the minutes of what wag

] itwad printed. It is now in.the
public record. It was prin y. the Ways and Means Committee
.at the,time Senator Curtis was conducting: his investigation of social
- security ; and those minutes are very illuminating, because the trium-
virate from thé Federal (Jovernment—Altmeyer, Falk, and Colhen—
told about their plans. - Thrtis how you came-to'be mentioned in this,
and not as a subversivaatall. - T ) o '

Senator ANpErsoN. It is just a matter of ‘prfda.— If ydﬁ are Vgoing'
to mention Senator Keir; I want to-be mentioned, to. .. = - :
It is all right. ' ’

Mrs. SuearoN. You are both mentioned,
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But. the meeting was called for the purpose of developing an inter-
national social security charter. That is on page 11. 1 have long
contended that this movement i3 an international conspiracy, rooted
in communism and socialisin, the I1.O being socially controlled. The
organizations that have sponsored legislation and fought for social
insurance have been Communist dominated.

Now, when they went to Canada, it was to plan compulsory health
insurance for the nations around the world. They had this secret
meeting which lasted for 4 days. At the end of it, the chairman, the
Honorable Tan Mackenzie, said :

The purpose of the ILO in calling this meeting at this time was to ohtain
from your deliberations the elements for the drafting of an “international
charter of soclal security” to be submitted in due course to an international
conference.

In other words, it was an international thing. It was so sub-
mitted in Philadelphia the next year, at the so-called Philadelphia
conference. I am going into that, but I am not going into the techni-
cal side of social security at this time.

Senator Axperson. Now, you are coming close to this Kerr-Mills
bill. Come right along with 1t, now,

Mrs. Suearon, At that time, Mr. Falk, who was the Director of
Research and Statistics, said that the plan as worked out in Russia,
with the salaried medical service, tax supported, with no means test
and no social security taxes, was the ideal toward which they should
work. DBut being practical, they would have to take some measure
that would be more acceptable-to Congress and the American people,
and so they would settle for the social insurance approach and the
assistance approach. You would do part of the financing from gen-
cral revenues—that is the assistance part—and-part from the so-called
social insurance. That is how you get into the picture and that is the
onlsv time you are mentioned.

enator ANDErsON. I want Senator Kerr in the picture, too.

Senator Kerr. Will the Senator yield ¢

Senator ANDERSON. Yes.

Senator Kerr. I want you to understand that if this Kerr-Mills bill
is the first step toward a very bad situation she is picturing, the next
one is the one which I think the Senator from New Mexico has had
some connection with,

Senator ANDERSON. I am in the second step.

Mrs. Suearon. You cun mnationalize medicine through either one
of two routes. You can go through public assistance and make it
more and more available through;tﬁe tax scheme or you can make it
available through the social insurance route. You can do it both
ways; you can combine them. But you can still nationalize medicine.
I'IS“ZMS 1s the only time you are mentioned in the book, you and Senator

err.

I have already told you that—1I am trying to give you a consecutive,
chronological picture of what was happening in the forties and fifties
in this social insurance field. '

I do not have time to read my text, which I would prefer to do.
Now, then, I have established that we had two nongovernmental
lobbies, the Communist Physicians Forum and the Committee for the
Nation’s Health, which was infiltrated. The Committee for the Na-
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‘tion’s Health set up an oftice in the Senate Oflice Building under Sena-
tor Murray's nmne. One of the stafl members, Margaret I. Stein,
used an oflice next to the Western Union office in the Old Senate Office
Building, and she distributed the propaganda in the caucus room of
the Old%enate Office Building.

Now, mind you, this was setting up office space at the taxpayers’ ex-
pense, public telephones, in an oflice in the Senate Oflice Building, for
a lobby that was infilirated by Communists.

I have given you out of context the relationship of the IWO and
Max Bedacht. You will remember that shows at the bottom of the

-chart the relationship of the International Workers Order to the Com-
munist Party. It was set up by the Communist Party and the Physi-
-ciang Forum was also set up by the Communist Party. The Inter-
national Workers Order was a blind to cover the military intelligence
in the United States. And these are serious matters for this country.

At this same period of time we have a number of Communist fronts,
.and a number of the persons in the Federal Government belong to a
very large number of these fronts. '

Now, Mr. Cohen has said he did not belong to the Washington Coin-

mittee for Aid to China or the Washington Book Shop, or the Wash-
ington Committee for Democratic Action, but the first set of photo-
:stats in your dossier will show you the membership of the Washington
‘Committee for Aid to China. This is from the Un-American Activi-
‘ties report of 1944, in these various Communist front organizations.
In this Aid for China Committee is Charles Bragman, who was a staff
‘member of Senator Pepper’s committee, working for the espionage
.agent Charles Kramer. They were working on the health programs
-of this country—legislation—holding hearings, and the staft director
being the espionage agent.

Mr. Cohen’s name 18 here. He said he did not belong. I do not

.know whether he has ever appeared before the House Un-American
Activities Committes to have his name cleared, but I do not know that
“he ever did not. |
Also in this same committee with Mr. Gohen was birs. Nathan
- Gregory Silvermaster, the wife of the espionage agent who headed up
“the gilvermuster group. I think these things are of great importance
and the American people do. I have been deluged with letters and
-telegrams from people who. dbject to this kind of association. How
“Mr. ‘Cohen can say that he:/was not a member when they have the
;docu(inentution in the' Un-American Activities files, I do not under-
: stand. o ' : o

Now, then, in 1947, we had the next compulsory Wagner-Murray-

Dingell bill. I was consultant to Senator Taft at that time, and I
- sat through 50 hearings on 2.successive/Wagner-Murray-Dingell bills,
- and T furnished the questions used by Senator Donnell, who did most
i,.0f the cress-exarsiningin thosse 2 sets of hearings.

Just before the hearings started on S. 1820—that was the last of the

veomprehensive Wiagmer«<Murray-Dingell ‘bills. ‘I might explain in
passing, although this isnot part ot my printed: facts and I'do not wish

~ to get In on the professional aspestsiof/sopial security,but, ¢f-¢ourse
the reason why MriQohen hastire ‘his approach and «}ils‘approvai

aiofothve: WagnerMursay-Dingell :bill, the:comprehensive hill, was that
.vhe realized, antd Tdhink all:of-usin that field rbalized, that you conld



140 NOMINATIONS

get through a comprehensive health insurance scheme in this country
through the Congress or with the American people, either under the
Democrats or under the Republicans. I sat t?xrough 25 hearings
under the Democrats, when genator Murray was presiding, and the
next 25 hearings when the Republicans were in control and Senator
Alexander Smith was vresiding. At the end of both sets of hearings,
the bill was killed in committee. It was obvious to anyone that they -
never could get. through that kind of a bill out in the open, where you
definitely said you were going to have compulsory health insurance for
everybody in this country on a compulsory basis. It just did not go.
Congress would not pass it and the American people would not.
swallow it.

What did they do but change the technique. The hearings on the
bill ended in 1948. They started in late 1946, ran through 1947, and
into 1948, After that, the piecemeal approach was adopted. It has
worked admirably, to get a bite off here, a bite off there, a bite off’
someplace else. You get the medical assistance for the needy, you get
a little bit here and you get a little bit there. Bit by bit you are:
building exactly what was in the Wagner-Murray-Dingell bill.

This present, proposal for social security for the aged, it is a per-
fectly ridicnlousbil‘. Anybody knows that you could not put through-
a small bill for hospital insurance and not pay anything for the:
doctors. When a person goes to the hospital, they certainly need a
doctor; they need a surgeon. That is an awful lot of expense. 1 do
not want to get into that, but I am just trying to explain to you that
Mr. Cohen did not give you the whole answer why he dropped the:
compulsory health insurance approach. He took another approach..

Senator AnnkrsoN. Was disability in some way tied into this?

Mrs. SniearoN. Yes; it has disability. The next thing would be
disability. This isa comprehensive scheme as laid down in the Inter-
national Labor Organization way back. They had all this in 1920..
Bismarck started the whole thing. It is antique stuff, there is no
“New Frontier” about it. It is very old European stuff. They are
doing it around the world. We all know it; anybody who is expert
in this fieid knows it is an international theme.

Senator AnpersoN. Who sponsored this disability bill that was:
passed, do you vecall?

Mrs, SuearonN. Gosh, No; I do not; I am sorry.

Senator ANDERsON. Do you recall any of the people who helped it
along in the Senate of the United States, who fought ¥or it on the floor ¢

Mrs. SuearoN. Yes; Lyndon Johnson fought for it like blazes and
put. it through.

Senator ANpErsoN. Didhe?

Mrs. SHEARON. Yes; he maneuvered it.

Senator Anpmson. Well, he did not do it all alone.

Mrs. SHEArRON. You bet he did not. It was a well-maneuvered
thing; very well maneuvered..

_ Senntor AxpersoN. Were those people doing that with him; were
they tending toward socialism, do you think{

Mus. Sararon. Certainly, what else

No, really, I do not think there is any doubt about it.

Senator . Do you know, Doctor, what I think the Senator is
trying to do? I think he is trying to start a row between you and me.
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Senator Axperson. I am just trying to help Senator Kerr keep the
liberal vote,

Mrs, Suresrox. Well, it is a very complex field. But talk about.
socialism—after all, when Bismarck's laws went through in the 1880°s
us early as the 1890's it was called a high-water mark of state socialism.
1t has not gotten any less of a high-water mark with the embellish-
ments this Congress has put on with the comprehensive scheme which,
after all, is a very small scheme.

Senator Anxperson. I only asked that question because the two
people who did the real leadership in this field and who brought a
;{roup of us together in the Secretary’s office: was Walter George, now
dead, but a truly great man, from Georgie, and the Senator from the
State of Oklahoma, now on the platform.

Mrs. Suearon. If Senator Byrd had had a larger voice, he put up
a grand fight on the Senate floor, but they do not have any o} theze
loudspeakers here, and he could not drown out. the voice of Senator
George.

Senator ANpersoN. I am happy to know it, because I have always
wondered how we won.

Mrs. Suearox. Listen, everybody loved Senator (ieorge, or nearly
everybody. 1lo was retiring and he wanted this as sort. of the last
memento, this addition to the social security program. They call it
an improvement, you know. It is no improvement, but that is what
they called it. He wanted this to leave as the last thing, “Please give
it to me,” and he had a wonderful voice and a wonderful delivery.

He just beat you all hollow, Senator Byrd, on the voice question.

The Cramratan. He beat me in every way, not only in voice.

Mrs. Suraron. But give you a microphone and you are just as—you
do just as well when you get yourself heard, because you have the
right ideas. It was a shame the way that thing was lost, manipulated
and maneuvered. I followed it very closely. 1 do not. want to get into
the professional side of this. I have a job to do that I have been
asked to do by the patriotic groups of this country. It iscosting me a
great deal of money personally for my old age retirement, and I cannot.
afford to use up my retirement money. 1 shall probably go on living
some more after this 70th year. I am trying to do a job to help you.

It does not help me. I am trying to help this Senate, and T am
doing what you never had done before—I am bringing together in
one short piece of testimony the work of 25 very serious years by a
well-trained professional person, and I am bringing things to you
from the Internal Security Committee which you do not have time
toread. It runsinto thousands of pages.

Senator AxprrsoN. This book—do you intend by this to influence
the actions of the Senate and of this committee to cast a more in-
telligent, vote on Mr. Cohen?

Mrs. SuearoN. Yes, I am bringing out facts. I have brought them
out a great deal in my paper, “Challenge to Socialism.”

Senator ANperson. Is it also to help influence the Senate?

Mrs. SuearoN. No, you very seldom see me around the Senate.

Senator ANDERsON, {did not say you; I am talking about the pub-
lications.

Mrs. SnearoN. I am the publication. T am the sole owner. I have
no help since my husband died last year.

67514 0—61——-10
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Senator ANpersox. This sayvs:

Refore the Senate Finance Committee on behalf of the Coalition of Patriotic
Socteties of Ohlo, Ine,

Mrs. Suearox. All they did was to send me a letter and ask me
if T would please represent their point of view. That is all that
means.

Senator AxpersoN. Did you pay for the publication of this
pamphlet ?

Mrs. SnearonN. Yes, sir,

Senator ANpersoN, Personally ?

Mis. Sniearon. Personally.

The Cnamyax. Look at the last page there.

Senator AxpersoN. Tbeg your pardon?

Senator Kerr. He is just reminding the Senator from New Mexico
that there was a hope on your part that you might be able to come
out on it without too much loss,

Murs, SuearoN. Senator Kerr, may 1 please explain?

Senator Kerr. It is not necessary. If I had done what you had,
if T had done the work you had and spent my own money as you have,
I certainly think it would have been commendable that if T could have
found a way to help get a little of my seed back, I personally do not
criticize it the least bit,

Mrs. Suearon. T would like to explain.  This is going out as vol-
ume 15—you will see that on page 1, Nos. 7 to 12 of my paper, “Chal-
lenge to Socialism.” 1 have been unable to publish, since T had agreed
to do this in February. 1 had to take time off to write this. T am
only one person; I have no professional help; I have no clerical helip.
I had to stop publishing my papers. T put this out for my sub-
scribers, who are tremendously interested in this appointment, putting
this out and sending it to them as the issues I did not publish.

Now, then, so far as your dossiers, they cost me $30 apiece, and to
hold that part, except for the publication of my paper, that part is out
of my retirement capital.

I hope T have made it entirely plain. I am selling this. T have
testified before and I always have it as a part of my publication,
because I am writing on Federal legislation and I put a price on it.

Actually, T have never made any money at all on my publications.

Senator Kerr. I know how that is. I have published a book, too.

Mrs. Suearon. This is a.pain in the neck; it is a headache. I am
not us rich as you, Senator Kerr.

Senator Kerr. I know, and I shall tell you, I found this out about
it and I shall give you the benefit of my experience; maybe it will
help you. It has not been too easy to sell, but I never saw anything
in my life as easy to give away. '

Mrs. SuearoN. Senator, I agree with you 100 percent.  You should
see how much I give away. It is the hardest thing to get. money out
of anybody. I mean for a conservative like me.

I am using up my precious time. I have not gotten to the meat
of the testimony.

The Chamrman. Doctor, I think you have gone about 10 minutes
over your time.

Mrs. Suearon. All right. I shall skip to the end.
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The fact remains, I am not satistied with Mr. Cohen’s assertion that
he was not a member of these fronts when the Un-American Activities
Committee said he was. 1 think that is something he is going to have
to demonstrate,

In view of the fact that through the years the people he has worked
with and the groups upon which he has deQended in forcing this
through Congress—the Committee for the Nation’s Health, labor
unions, whether they were Communist or not, und I want to go into
that—it. is in my text. They called together—Cohen did—a group of
37 representatives of unions, and three of the unions were CCommunist-
controlled and they were thrown out by the ('10. Ie does not care
whether it is Communist-controlled or what it is, just so long as they
will go along with the legislation.

He indoctrinated the union representatives at this meeting, this labor
conference they held before the last Wagner-Murray-Dingell bill came
through. Hisconnections have been outrageous for a person—well for
any person in this country, but for a person seeking hi{,_.rh oftice. It is
incredible. I might add that just before these compulsory health in-
surance hearings on S. 1320, Senator Murray hired for his staff Wil-
linm Gerard Reidy right out of the Committee for the Nation’s Health
stafl.  After the hearings were over, he went back to that staff and
came back to Murray. Now, today, he is with the McNamara Select
Committee on Aging, and the last time I looked around, he was in this
room, still on the Federal payroll, right from the staff of this infil-
trated Committee for the Nation’s Health.

It would be a great and irreparable disservice to this Republic if the
Senate Finance Committee should approve this appointment. The
questions at issue in this case are subversion and moral turpitude. I
have not discussed the moral turpitude. It isin my text. I say when
a man knows the facts and he presents something different to the pub-
lic, when he misrepresents the social security law, as he has through
the years, he isséu\llty of moral turpitude. He knows perfectly well
that it is not insurance. He knows the lawvers won the case bafore
the Supreme Court by saying it is not insurance, that these benefits are
gratuities. He knows it, and you know it too, Senator Byrd. All of
the members of the committee know it is not insurance. You know
what the legal brief before the Supreme Court was, too, and Wilbur
Cohen knows it and he says this is insurance. He told this to the
social workers, and to the nurses in the country, and they trusted them
and he betrayed their confidence.

Through the positions he has held and the power he has wielded, he
has, more than anyone else, thrust the United States into the world con-
spiracy, not only for the nationalization of medicine but for the estab-
lis: ment of a socialist form of government.

Patriotic and other organizations have asked me to present their
plea to this committee that you disapprove this appointment of Prof.
Wilbur J. Cohen to be Assistant Health, Education, and Welfare Sec-
retary. Surely the American people have a right to expect that the
Senate of the United States will protect them from a man like Profes-
sor Cohen. The appointee to this high and sensitive post should, like
Caesar’s wife, be above suspicion. Mr. Ciohen is not above suspicion.
He has spent the major portion of his professional life, more than a
quarter of a century, in a twilight zone peopled by espionage agents,
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Communists not in the underground and Communist fronters. He has:
worked with and relied upon two lobbys organized for the purpose of
foisting national compulsory health insurance on the entire popula-
tion of this country, whether they wanted it or not. This is not a de-
mand from the people, it is an engineered demand coming from Wilbur
Cohen.

One of these lobbies was organized at the behest of the Communist
Party; the other was organized by a group, two-thirds of the members
of wgnch had tie-ins with Communist fronts on a nationwide basis.
These two lobbies for the nationalization of medicine had interlocking
directorates. -

I forgot to mention that the Committee for the Nation's Health and
the Communist Physicians’ Forum have a complete interlock in their
higher officials, including the chairman of the Committee for the Na-
tion’s Health, who was chairman for the board of directors of the
Physicians’ Forum.

: (';,(m(rlnmunist control and influence in these lobbies should not be over-
ooked.

Professor C'ohen cannot extricate himself from his past. He was
one of a triumvirate of Federal officials who were determined to change
our form of Government from a Republic to a Socialist, if not a Com-
munist, state. His loyalty to our Government was in question for
many, many years. He has given an explanatiton of it but only a par-
tial one. He was repeatedly investigated by the Federal loyalty
boards and by the FBI. He has not publicly repudiated the Commu-
nists with whom he worked and upon whose help he relied. Nor, 1
suspect has he helped the FBI to find out who these people are and to
tell all that he knows about these various espionage people, like
Charles Kramer.

He has not severed connections with a dubious past. Only this last
summer in Michigan, he was on the same platform working with
Michael M. Davis, who formed this Committee for the Nation’s Health.
11e has not severed his connections,

Of course, some of the organizations have gone out of existence, so
he could no longer be a member of them. Instead, he has subverted
innocent and unsuspecting groups, like the social workers and the
nurses who looked to him for professional guidance and help. He has
courted the power of organized labor through their unions.

Some of the Senators with whom Mr. Cohen worked sought the
support of outright Communist groups like the International Workers
Order and the Physicians’ Forum, Inc. Did Mr. Cohen ever break
with those Senators, as I did? I worked with Senator Taft and I
tried my best to help him in defeating the Socialist legislation. T was
right there at the time with Pepper and Murray and Wagner.
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Senator AxpersoN. Were you on Senator Taft’s payroll{

Mrs. Sitearox. I was for the last 6 months. I was on part time.
Before that, first 1 was on the Republican policy committee payroll.

Then I was on the Labor Committee payroll, and then I said to Sena-
tor Taft that I wanted to start my paper. I wason his payroll for the
last 6 months, part time.

Did Mr. Cohen ever break with those Senators? Did he ever de-
nounce the International Workers Order, or the Physicians' Forum,
or the Committee for the Nation’s Health?

Patriotic Americans want no part of a man like Mr. Cohen. He has
betrayed them. He has presented a false image of social security.
He is motivated by an overwhelming yearning for power; power over
our tax structure; power over the ways in which individuals ma
spend their money, lead their lives, determine their destinies, His
lust for power has ruined him as a suitable candidate for any public
oftice, in any university, in any position of trust. We all know that
“power tends to corrupt ; absolute power corrupts absolutely.” And
it is absolute power that Professor é‘,)ohen seeks.

I think that Senator Curtis made u very good case with the estab-
lishment of the wealthier state which Cohen has in mind.

He is not a man of integrity, of honesty, or incorruptibility. Will
the members of this committee augment his power, give a rubberstamp
a}:prMal, and forfeit the trust of the American people in the wisdom
of your decisions? I urge you to consider his record in the documen-
tation before you. Your decision should not be partisan, but rather
one determined by your own wisdom and sound judgment of what is
best for the American people.

I have given this documentation to you. I have gone to great ex-
rense and tiouble to give it to you. I shall be available to explain it

urther to you, to any individual on the committee, or to the com-
mittee.

That is the end of my testimony.

(The complete testimony of Mrs. Shearon is as follows:)
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Mr. Chairman and Members of the Committee:

I appreciate the opportunity to appear before this Committee
on behalf of The Coalition of Patriotic Societies of Ohio, Inc.,
and on behalf of numerous other patriotic, civic, business, and
professional groups as well as of individuals throughout the
Nation to protest this appointment of Professor Wilbur J. Cohen
as Assistant Secretary of Health, Education, and Welfare for
Legislative Matters. I have some 300 to 400 letters and telegrams
of protest and I should like to have them read into the record
at the end of my testimony.

Although most of you have known me for some time, I shall
qualify myself for the record. I came to Washington in December,
1935, as a research analyst in the Works Progress Administration
under Harry Hopkins. At the request of Dr. Helen Jeter, I
joined the staff of the Bureau of Research and Statistics in the
Social Security Board in July 1936. That fall I was assigned
to the Office of the General Counsel of the Boaird to write the
economic brief for the defense of the Social Security Act before
the Supreme Court. My brief was published on April 17, 1937,
and was cited in its entirety in the legal brief used by Assistant
Attorney General Robert H. Jackson in his defense. My brief
was also cited by Associate Justice Cardozo when he read the

* This !eslimo'ny constitutes Vol. XV, Nos. 7-12, of Challenge to Socialism.
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majority opinion sustaining the validity of the Social Security
Act, 7:2. It was said at the time that my brief enabled the
Government to win its case on social and economic grounds
since there were no legal precedents.

I transferred from the Social Security Board to the staff of
Surgeon General Thomas Parran, M.D,, on April 15, 1941, and
resigned from Government service early in January 1945. Within
10 days the Senate Republican Policy Committee hired me as a
Consultant on Social Security and compulsory health insurance
to the late Senator Robert A. Taft. I so served for three years.
On July 2, 1947, while working part-time on Senator Taft's own
staff, I started to publish a weekly paper known today as Challenge
to Socialism. 1 am sole owner of the Shearon Legislative Service
and publisher of my paper. I have not received any fee for
appearing here today. My presentation is completely non partisan,
solely patriotic.

I should probably add that I received the degrees of A.B.,
AM,, and Ph.D. from Columbia University, the latter in 1916
after 5 years of post-graduate work. My majors were mathematics
and scientific research in the biological sciences.

I am accompanied by Mrs. Richard D. Young, immediate
past president of the Parents Educational Research Organization
of Arlington, Va., whose tenets were commended by the DAR
and nationally distributed. Mrs. Young is also a member of
the Daughters of the Confederacy.

I realize that no Member of this Cornmittee would be willing
to oppose an appointment made by the President unless there
were weighty reasons for such opposition. I believe you would
consider the most cogent reasons to be: demonstrated subversion
and moral turpitude. I shall therefore address myself to those
two topics.

Net of Subversion Over Government and Labor

I have known Professor Cohen for nearly 25 years. It is my
intention to summarize for you the history of this quarter century
as it relates to the development of the Social Security program
which is the statutory vehicle for the establishment of the Wel-
fare State. It is my further intention to demonstrate, and to
document, the fact that there has been for many years a carefully
worked ou. plan to nationalize medicine in the United States and
around the world. I shall further demonstrate that there is a
national and an international conspiracy, rooted in Communism,
to change our form of Government from a republic to a Socialist,
if not a Communist, State. Professor Cohen has been deeply
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involved in this conspiracy and for this reason large numbers of
Constitution-loving Americans believe he should not be appointed
to any high office in the Federal Government, especially one so
sensitive as that of near-Cabinet rank in a Department dealing
with the health, education, and welfare of the entire Nation.

I shall proceed to give certain disconnected facts. They are
the pegs to which there has been fastened the net of subversion
over the Government, including Capitol Hill, and over labor.
After I have driven in the pegs I shall demonstrate the develop-
ment of the net of subversion.

I shall at first present some isolated, and seemingly unrelated
facts. For the first time in a public hearing I shall correlate, and
document, facts which have been brought out in diverse Con-
gressional committees which have dealt with Social Security and
subversion. I bring you the result of over 25 years of study
not only of the program, but of hearings and committee reports.
I shall correlate the findings of the House Ways and Means Com-
mittee, the Senate Finance Committee, the Internal Security Sub-
committee of the Senate Committee on the Judiciary, the applic-
able Appropriations Committees, and the House Un-American
Activities Committee.

I shall start with the year 1919 when the International Labour
Organization. was created in Geneva as an agency of the League
of Nations. The United States did not join the League and was
not initially a member of the ILC. For 15 years that Organization
was developed by the leading French Socialist of his day, Albert
Thomas. In 1934 the United States joined the ILO at the instance
of Frances Perkins, the Secretary of Labor. The ILO had de-
veloped a legislative program calling for establishment of social
insurance systems throughout the world. These systems included
compulsory health insurance. Emissaries from the ILO travelled
extensively preaching the “Gospel of Geneva.” It was based
on Bismarck’s social insurance laws of the 1880’s which, as far
back as 1896, had been described by Bertrand Russell as “the
high-water mark of German State Socialism.” (29, p. 107.)

In that same year of 1919, the Communist Party, USA; was
formed in this country as a subsidiary of the Communist Inter-
national. They, too, adopted a legislative program which in-
cluded social insurance in all its forms. In 1936 they issued a
booklet entitled “Program of the Communists’ [nternational,”
issued by Workers Library, Publishers, New York, in which on
page 43, under the general subject “The Dictatorship of the
Proletariat” appears this statement of Communist objectives:

“Social insurance in all forms, sickness, old age, accident,
at State expense and at the expense of the owners of private
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enterprises where they still exist, insurance affairs to be

managed by the assured themselves.”

In the year 1930 a fraternal insurance organization was formed
by & group of Communists. It was known as the International
Workers Order. By 1944 it had 176,000 members. It operated
in 44 States at that time and had an income of over $1 million
annually. At its inception in 1930 it stated: “The International
Workers Order realizes that the only party that leads the work-
g class in its struggle against capitalism is the Communist
Party which unites the best and proven militant members of the
working class and which is bound to become ever stronger until
the moment will come when the workers under its leadership
will overthrow the capitalist system and establish Soviets.” (2,
pp. 11, 12))

In 1932 the IWO, in urging its members to vote Communist,
stated that: “The only effective solution [to problems of insecurity
in old age, disability, unemployment, etc.] is an extensive system
of social insurance. . . . It is this struggle for social insurance
that fixes the interest of the International Workers Order at
this moment on the current election campaign.” (18, pp. 5 and 6.)

The General Secretary of the IWO was German-born Max
Redacht, an original member of the Communist Party, U.S.A.
He preceded Earl Browder as executive secretary of the Party
and in 1934 was the Communist candidate for U.S. Senator from
New York. Whittaker Chambers notes: “ ., , . that quiet little
man kad been for years a permanent link between the Central
Committee of the American Communist Party and the Soviet
Military Intelligence in the United States.” (4, p. 271.)

During the early thirties at least three underground appa-
ratuses were set up in Washington by the Communist Party for
the purpose of penetrating the Federal Government. The three
have been described in detail by Chambers and in the publica-
tions of the Internal Security Subcommittee of the Senate Com-
mittee on the Judiciary and of the House Un-American Activities
Committee. (4, pp. 336-352; 15, pp. 5-7; 17, pp. 1-6.)

The first cell set up in the Government was in 1933 when
Harold (Hal) Ware established an espionage group in the Depart-
ment of Agriculture. There were 9 members, including:

Harold Ware, John J. Abt, Nathan Witt, Lee Pressman, Alger

Hiss, Donald Hiss, Henry H. Collins, Charles Kramer (Kre-

vitsky), and Victor Perlo.

There were two other espionage groups, one headed by
Nathan Gregory Silvermaster and known as the Silvermaster
Group, the other headed by Victor Perlo and known as the Perlo
Group.
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The members of these three groups were scattered through
the Government. Many had their first jobs in the Agriculture
Department from which they deployed into other agencies and
finally into the staffs of Congressional committees. One member
of the Silvermaster Group was in the Social Security Board.
Charles Kramer belor ved to both the Perlo and Ware-Abt-Witt
Groups.

I shall direct your attention first to Charles Kramer. He was
a physicist who joined the staff of the Agricultural Adjustment
Administration in 1933. He moved through jobs in the National
Youth Administration (1935), on the staff of Senator LaFollette’s
Subcommittee of the Senate on Civil Liberties (1936-37), United
Mine Workers (1937), on the staff of the National Labor Relations
Board (1938-1942), with Office of Price Administration (1942-43),
with the Democratic National Committee (1944), and wound up
with Senator Pepper’s Subcommittee on Health and Education
of the Senate Committee on Education and Labor (1945-46)

Kramer was staff director for Senate Pepper’s Subcommittee
and had as his assistant a man named Charles Bragman, a former
employee of the Railroad Retirement Board and a member of
three Communist fronts: Washington Committee for Democratic
Action; American League for Peace and Democracy; and the
Washington Committee to Aid China. (18, p. 1685.) Bragman
certainly knew little or nothing about social insurance and during
the hearings on S. 1320 in 1947-48 he was of little professional
assistance to Senator Pepper. He appeared to me to be. a
peculiarly stupid individual and I wondered why Senator FPepper
employed him.

Now let us turn our attention to another member of the first
Communist cell in the CGovernment, Lee Pressman, who was
Assistant General Counsel of the Agricultural Adjustment Ad-
ministration in 1933. He became General Counsel of the Works
Progress Administration in 1935, leaving there just as I came in
at the end of 1935. He then became General Counsel of CIO
from 193€-1948. (4, pp. 344-347; 10, p. 227; 13, pp. 2844-2901.) While
Mr. Pressman was working for the CIO he was asked by John L.
Lewis to be tha General Counsel for the Steelworkers Organizing
Committee. Assisting him in that work was Van A, Bittner, a
member of the International Workers Order and Regional Director
of the Steelworkers Organizing Committee. (13, p. 2860.)

Now, finally, let us consider John J. Abt, who helped to
organize the Ware-Abt-Witt espionage ring. He, too, entered
the field of subversion in Government through the AAA in 1933
where he was an attorney. He became Assistant General Counsel
of the WPA in 1935, a special counsel of the Securities and Ex-
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change Commission in 1936, and, that same year, moved over to
Senator LaFollette’s Subcommittee on Civil Liberties of which
he was chief counsel. In 1937 he became Special Assistant to the
Attorney General of the United States in charge of the Trial
Section. (4, p. 344; 15, p. 6; 117, pp. 5, 32-34.) In 1938 Mr. Abt re-
signed from the Government service to become special counsel
to the Amalgamated Clothing Workers of America, a position he
held until January 1948 when he resigned to become general
counsel of the Progressive Party. (13, p. 2952.)

Non-Governmental Lobbies to Nationalize Medicine

In 1939, at the instance of the Communist Party, Ernst P.
Boas, M.D., organized a small lobby known as The Physicians
Forum, Inc. Boas himself had a long record of membership in
subversive organizations. In 1952, Dr. Bella V. Dodd, attorney
and formerly a member of the National Committee of the Com-
munist Pirty (1944-1948), testified before the Senate Internal
Security Subcommittee that “The Physicians Forum was estab-
lished primarily by the Communist Party . . . the initiative for
organizing the Physicians Forum came from the Communist
Party, came from the ninth floor, where the national committce
of the Communist Party existed.” (35, pp. 37-38.)

The Forum had, and still has, members throughout the
country, but drew, and still draws, most of its strength from
New York City. There was a chapter here in Washington to
which. Milton I. Roemer, M.D., of the Public Health Servic>
belonged. The Tenney Un-American Activities Committee o
California adjudged the Forum subversive many years ago.
This lobby advocates national compulsory health insurance for
the entire population with abolition of the fee-for-service method
of paying physicians and use of the capitation method. In recent
years the Forum has endeavored to persuade physicians to seek
coverage under the OASDI program.

1 have the minutes of a membership meeting of The Physicians
Forum held in New York City, Nov. 15, 1945. (You will find
the copy in your dossier.) Dr. Boas reported that the Forum
had printed 50,000 copies of a pamphlet “For the People’s Health.”
It was the propaganda document which favored the comprehensive
W-M-D bill, S.:1050 of 1945. Dr. Boas noted that the pamphlet
“had been sent to “social work agencies, nurses’ associations, politi-
cal action committees, trade unions, women's clubs, schools and
universities and to key individuals throughout the country....”
The CIO purchased 5,000 copies of the pamphlet and the AFL
took 10,000 copies.
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Conferences were arranged by the Forum with representa-
tives of such national organizations as the American Association
of Social Workers which went on record as actively supporting
the W-M-D bill.

Dr. Boas reported that various members of the Forum were
writing articles for the official magazine of the AFL, the Federa-
tionist. A Forum member had already written an article for the
Compass, official publication of the American Association of Social
Workers, and another member had written an article for the
Intercollegian, official publication of the National Intercollegiate
Christian Council. Dr. Boas himself had written an article for
the December 1945 issue of Fraternal Outlook, official publication
of the Communist International Workers Order, the General
Secretary of which, we have seen, headed the Soviet Military
Intelligence in the United States.

On December 4, 1945, two weeks after President Truman had
sent his health message to Congress and Senator Wagner had
introduced S. 1606, there appeared in the Nation’s press large
advertisements in support of President Truman’s Health Plan.
(Photostats are in your dossiers.) The ad was sponsored and
paid for by 192 persons. These included a cross section of our
economy: bankers, lawyers, writers, radio commentators, actors,
economists, professors, scientists, playrights, and a small number
of physicians, such as Ernst P. Boas, founder of the Communist
Physicians Forum, John P. Peters of Yale, and Allan M. Butler,
a member of the Forum and currently its president. Of the
original 192 sponsors, 166 incorporated on February 23, 1946, as
the Committee for the Nation’s Health, with Channing Frothing-
ham, M.D., as the figurehead Chairman, and Michael M. Davis
as Chairman of the Executive Committee. (CNH letterhead
of 1946 and officers of CNH in selected years are par* of my
documentation in the dossiers.)

Now if you will look at the letterhead of The Physicians
Forum, Inc., dated August 27, 1945, you will note the interlocking
directorate between the Forum and the Committee for the Nation’s
Health, right from the inception of the latter organization. Dr.
Frothingham, Chairman of CNH was on the Executive Committee
of the Communist Physicians Forum. Although this letterhead
does not show the rank and file Forum members, it is to be noted
that Doctors Allan M. Butler, Miles Atkinson, and Ernect P. Boas
were members of both organizations. That is, there was a strong
interlock between the two non-governmental lobbies for the
nationalization of medicine.

Of the 166 charter members of the CNH, 92 had citations for
subversive activities or connections. Included among the charter
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members was Agnes Smedley who left her ashes to the Red
Regime in China to be buried in Peiping. She was active in the
Far East in espionage work. There was Carol Weiss King who
served as general counsel for the Communist Party and handled
the cases of deportees. She defended Gerhart Eisler and helped
him to escape from the United States when he was about to be
arrested. There was Roger N. Baldwin, a director of the American
Civil Liberties Union. He had dozens of subversive citations
dating back to World War 1. After he had been out of Harvard
for 25 years he wrote a statement for the Harvard Yearbook
blasting our capitalist system and ending up: “Communism is
the way.” Another charter member was Mrs. Mary Dublin Key-
serling (Mrs. Leon Keyserling) whose Communist-front record
was so disgraceful she finally had to resign from the Government.
Also among the members were Robert W. Kenny, Leo Linder,
Martin Popper, and Abe Fortas, an attorney. He was a member
of the national committee of the Communist-controlled Inter-
national Juridical Association. On that committee with Fortas
were 5 Communists including the espionage agents Nathan Witt
and Lee Pressman. (20, 796.)

I have often wondered how one man, like Michael M. Davis,
who organized the Committee for the Nation’s Health, could
possibly have known so many persons, in so many fields, with so
many subversive citations. I have never been able to see any
common denominator among these people except that many of
them favored a Socialist or more probably, a Communist State.

Mr. Isidore Sydney Falk, Chief of the Division of Health
Studies in the Bureau of Research and Statistics, Social Security
Board, appointed the lobbyist, Michael M. Davis, to be Principal
Consultant in Medical Economics in that Division on January
28, 1938.

The Committee for the Nation's Health was for some time
supported largely by contributions from labor unions. Thus in
1951 the following were among the larger donations:

AFL et et $10,000
United Steelworkers of America ... ... 5,000
United Automobile, Aircraft and Agricultural
Implement Workers of America CIO ... 5,000
International Ladies’ Garment Workers’ Union ... 2,500
Textile Workers Union of America ... ... . 750
United Auto Workers ... ... 500
Amalgamated Clothing Workers of America ... 500

These gifts, be it remembered, were to a lobby controlled by
Communist sympathizers. In that same year Senator James E.
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Murray of Montana gave $10,000 to CNH. (From lobbying reports
filed with the Clerk of the House of Representatives.)

There existed the closest kind of cooperation between high
officials in the Social Security Board and the two non-govern-
mental lobbies I have just described. They worked as one to
bring about the nationalization of medicine and to disparage
the medical profession and voluntary insurance efforts. Through
these lobbies the Federal officials—Commissioner Altmeyer, his
Technical Adviser, Wilbur J. Cohen, and the Director of Research
and Statistics, I. S. Falk, were able to dip into the well of Com-
munist support for compulsory health insurance. And, I might
add, the Bureau of Research and Statistics in the Board distributed
CNH pamphlets as well as those of the Communist Physicians
Forum, Inc.

During 1943 and 1944, Michael M. Davis, utilizing a small
group of 13 persons which he called the Committee on Research
in Medical Economics, developed a phamphlet which was pub-
lished in November, 1944, under the name: “Principles of a
Nation-Wide Health Program, Report of the Health Program
Conference.” (26) There were 29 sponsors of this Report which,
on the surface, appeared to be the work of a non-governmental
research group. Actually, 6 of the 29 were Federal employees,
two were the men who had organized the two lobbies to national-
ize medicine, and 4 were members of the National Citizens
Political Action Committee.

MEMBERS OF THE HEALTH PROGRAM CONFERENCE

NOMINATIONS

Will W. Alexander, Chicago (NCPAC)

E. W. Bakke, New Haven

Solomon F. Bloom, New York

Ernst Boas, M.D., Chairman, Physicians
Forum, Inc.,, NCPAC

J. Douglas Brown, Princeton, N.J.

Allan M. Butler, M.D., Boston, member
of Physicians Forum

Hugh Cabot, M.D., Boston

*Dean A, Clark, M.D., PHS

Michael M. Davis, New York, crganizer

ofA (éommiuee for Nation’s Health, NC-

P .
#1, S. Falk, Director, Bureau of Research

and Siatistics, Social Security Board

Nathaniel W. Faxon, M.D., Boston

Channing Frothingham, M.D., later
Chainnan, Committee for Nation’s
Health

Franz Goldman, M.D., New Haven, Ger-
man refugee, nevet&pucticed medicine

Herman A. Gray, N.Y.

Alan Gregg, M.D,, N.Y.

William Haber, Ann Arbor, Mich. {on

loan to Government)
Basil C. MacLean, M.D., Rochester, N.Y.
Gerald Morgan, Hyde Park, N.Y.
*Frederick D. Mott, M.D., PHS, on loan
to Farm Security, later set up Socialist
health program in Saskatchewan
*George St. J. Perrott, PHS
John P. Peters, M.D., Yale
*Kenneth E. Pohdmann, Farm Security
Kingsley Roberts, M.D., N.Y.
*Barkev S. Sanders, Armenian statistician
on staff of 1. S. Falk, Social Security
Gertrude Sturges, M.D., American Public
Welfare Association .

Florence C. Thorne, AFL

J. Raymond Walsh, NCPAC

C.-E. A. Winslow, Yale, former pro-
fessor of I. S. Falk

Edwin E. Witte, Madison, Wisc., former
staff director, Roosevelt’s Committee
on Economic Security

* Federal employee.

The interlock between the lobbies—with their Communist
support—and the Government is shown by inclusion among the
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29 sponsors of the following persons: Isidore Sydney Falk, Social
Security Board, Ernst P. Boas, M.D., head of the Physicians
Forurn, Inc, and Michael M. Davis, organizer in 1945 of the
group that incorporated in 1946 as the Committee for the Nation’s
Health. In addition there were two Public Health physicians,
Dean A. Clark, long an advocate of compulsory health insurance,
and Frederick A. Mott, who, during the war was on loan to the
Farm Security Administration. He later went to Saskatechewan
where he set up a Socialist program that caused no end of
trouble. Among the 29 were Kenneth Pohlmann of Farm Security,
now with the United Mine Workers, and Edwin E. Witte, Staff
Director for Roosevelt’s Committee on Economic Security, and
Mr. Cohen's chief in 1934. Also in the group was George St.
John Perrott of the Public Health Service, of whom more later.

On November 19, 1945, when Senator Wagner introduced S.
1606, he cited this “Principles” as being in support of his bill.
(Cong. Record, Nov. 19, 1945, p. 1096.) He failed to state who the
29 sponsors were and that they included six Federal employees
who had a vested interest in any Federal medical care program
that might be developed.

What did these Federal officials say about provision of medical
care? I quote: “We agree with the recent statement of the Inter-
national Labour Office that medical care should be ‘provided with-
out qualifying conditions as to payment of contributions or taxes
and without means test.’ ” (26, p. 13) In a word, these officials,
including Mr. Falk, who was Mr. Cohen’s chief, favored a medical
care program financed from general revenues as in Russia. How-
ever, being practical men, they saw the difficulties of selling that
idea {o Congress and to the American people. So they proposed
to use the “contributory principle,” that is, the social insurance
mechanism, and to make the scheme compulsory— “requlred by

1 o al.
law” was their euphemisii.

The International Charter of Social Security

I have long contended that Messers. Altmeyer, Falk, and
Cohen, working as a triumvirate through power-politics, were
engaged in an international conspiracy to nationalize medicine
around the world and to aid in the establishment of Socialist
regimes, if not, indeed, of regimes more subversive in character.

In the “Principles of a Nation-Wide Health Program,” which
I have just described, reference is made to a recent pronouncement
by the ILO. Let us 20k at that in'more detail.

In July, 1943 there was a secret meeting of the Socialist-
dominated ILO in Montreal. It was attended by Messrs. Altmeyer,
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Falk, and Cohen, as well as by George St. John Perrott, PHS, a
satellite of the Triumvirate from Social Security. Also present
were Sir William Beveridge — of “cradle-to-grave” fame (13) -—,
representatives from the Canadian Department of Labor and the
Department of Pensions and National Health, the Canadian Chief
Actuary, and representatives from Peru, Cuba, Mexico, Brazil,
and Ecuador.

The Chairman of that meeting, the Honorable Ian A. Mac-
kenzie of Canada, in his closing remarks said (1, pp. 1307-1310):

“The purpose of the LL.O. in calling this meeting at this time
was to obtain from your deliberations the elements for the drafting
of an ‘International Charter of Social Security’ to be submitted in
due course to an International Conference . ..”

During tho ILO deliberations, which lasted four days, Mr.
Falk took exception to the ILO proposal that medical care systems
throughout the world should be wholly tax-supported, as in Rus-
sia. The ILO desired to have such schemes for entire populations
—including the United States. Mr. Falk suggested that such a
tax-supported scheme, and I quote: “would be only an ideal tow-
ards which they might work for a long time,” but that for the im-
mediate present they would be well advised to sponsor social
insurance and social assistance medicine.

He warned that “IJt would be very much easier to defeat the
plan if they asked for an ideal plan than if they asked for a prac-
tical programme.” (1, p. 1296.) That is, Mr. Falk recommended
going along with such proposals as the Kerr Mills Act and the
Kennedy-Anderson-Cohen proposals until such time as they could
reach the ultimate goal of a tax-supported, completely socialized
medical care scheme such as exists in Russia.

That was, and still is, the thinking of the leaders in this field.
The Fabian approach, by “gradualism,” to a complete system of
tax-supported medical care with salaried physicians and govern-
ment-controlled hospitals and health centers. - This is the goal,
but such practical men as Altmeyer, Falk, and Cohen are willing
to work through the social insurance mechanism for the time
being. .

A year after the ILO meeting in Montreal, that is, on
July 4, 1944, Senator James E. Murray, then Chairman of the
Committee on Labor and Public Welfare, attended the Sixth Na-
tional Convention of the Communist International Workers Order.

Speaking at that Independence Day Rally of the Jewish Amer-
ican Section of the IWO, held in Madison Square Garden, Senator
Murray “paid tribute to the I.W.O. as a fraternal benefit society
contributing not only to the care of the sick, the unemployed, the
widow and the orphan, but to the national unity of the United
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States. The 1.W.O,, he said, was one of the very first to give un-
qualified support to a broadening social security program.” (20,
p. 910.)

At that same IWO rally a message was read from Senator
Robert F. Wagner. He addressed his letter to Max Bedacht, then
President of the IWO, and, as we have seen, “the permanent link
between the Central Committee of the American Communist
Party and Soviet Military Intelligence in the United States.”
(4, p. 271.)

Senator Wagner said:

“‘I have received many postal cards and resolutions from the
membership of the International Workers Order endorsing the
Wagner-Murray-Dingell Bill, S. 1161 . . . I wish to express my
appreciation for the support of this bill . . .’

“He told the convention that its campaign to ‘focus public
attention’ on the social security measure, was an ‘important way
to victory for the forces of democracy and freedom.’” (20, 910.)

All through 1944, 1945, and 1946, the propaganda machinery
was operating overtime. Michael M. Davis had already set up
his 13-man Committee on Research in Medical Economics in 1937,
using part of a gift of $165,000 which he had received from the
Rosenwald Fund when he left there in 1936. (23, pp. 1620-1628.)
In the fall of 1944, as we have already seen, he published his
“Principles of a Nation-Wide Health Program,” which became
the primary propaganda pamphlet for the 1945 Wagner-Murray-
Dingell bill, S. 1606.

Late that same year, in October 1944, the platform of the
American Public Health Association was shrewdly manipulated
so that this national association of public health officers was made
to appear to be in favor of national compulsory health insurance.
The manipulating was done by Mr. Falk, Michael M. Davis, the
late Joseph W. Mountin, M. D., of the Public Health Service, and
a number of other employees of the Federal Security Agency.
The whole deal was contemptible and was written up in 1945 by
W. G. Smilie, M. D., in the American Journal of Public Health (30,
pp. 27-28). At the time of the manipulation the late Dr. Joseph
W. Mountin, Chairman of the APHA Medical Care Subcommittee,
said to me, with respect to the manipulated statement on “Medical
Care in a National Health Program,” “we rammed it down their
throats,” that is, the throats of the APHA membership.

Federal Pfopaganda for the Welfare State

The year 1946 was a busy one in the prepaganda field. On April
2 hearings started on S, 1606 before the full Senate Committee on
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Education and Labor. Senator Murray presided. A representa-
tive of the Committee for the Nation’s Health, Inc., lobby, Miss
Margaret I. Stein, handed out propaganda to the press in the
Caucus room of the Old Senate Office Building. She had an
office and telephone, in the name of Senator Murray, right here
in the Capitol in a room next the Western Union office. Mind
you, a representative of a lobby like the CNH, with nearly 100
Communist fronters in its membership, operating from the Old
Senate Office Building! With official blessing!

Just before the opening of the hearings, Senator Murray
wrote to Arthur J. Altmeyer, then Chairman of the Social Security
Board, stating that since hearings on S, 1606 were due to start
on April 2, he would appreciate having “access to the studies on
prepaid medical care which had been made in the Social Security
Board, particularly in the Bureau of Research and Statistics”
where, I might add, Mr. Cohen was Assistant Director and the
liaison man with Congressional committees working on Social
Security legislation.

At this point, I might say that I am sure every one of the
Members of this Committee would agree on the professional com-
petence of Professor Cohen. He probably is more conversant with
the Social Security Act, its history, its provisions, its costs, its
administration than any other person in the country. He has
drafted, or aided in the drafting, of every significant Social Secu-
rity bill that has come to hearings in the Congress since 1935. He
has, either by himself or through his subordinates, aided in for-
mulating the language of Committee reports, Advisory Council
reports, Messages from Presidents to the Congress, etc. I doubt
if there is another person in the United States who has been so
intimately connected with Federal Social Security legislation
since 1934 as Professor Cohen, especially with respect to aid to
Congressional Committees and to individual Members of Con-
gress.

Returning now to 1946, we note that on April 26, shortly after
bearings had started oni S. 1866, Mr. Altmeyer sent to Senator
Murray a document prepared by Isidore S. Falk and “the Bureau
staff” which included Mr. Cohen, the liaison official with Congress.
The report was entitled “Medical Care Insurance.” (8)

This volume of 185 pages, which appeared as a Committee
Print ¢n July 8, 1848, presents the blueprint for nationalization of
medicine in the United States. It goes into great detail regarding
administration, taxation, costs, methods of paying physicians,
dentists, nurses, and hospitals, as well as methods of paying for
drugs, laboratory services, etc.

Now the public and Members of Congress have been told
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over and over by Social Security officials that there would be
virtually no change in the practice of medicine, no control of
physicians and other health personnel, no regulation of hospitals.
About the only difference, we have been told, is that under social
insurance, the worker pays so-called “insurance premiums” for
a so-called “heaith insurance policy” for himself and family and
then, when illness strikes, the Government pays the bills from a
health insurance trust fund. It sounds perfectly wonderful! Just
like Blue Cross and Blue Shield — only infinitely better and O,
so much cheaper! I call your attention to these bland, but false
assertions, made by Professor Cohen in his Task Force Report on
Health and Social Security issued in January 1961, (5).

But the Social Security officials, past and present, including
the man whose appointment you are considering today, know
perfectly well that they are not telling the truth and have not
been telling the truth back through the years. They know — and
every Member of this Committee knows — that when the Federal
Government establishes a Nation-wide program (or any smaller
program) and foots the bills, the Government calls the tunes! The
situation was neatly summed up by Lord Moran in the House of
Lords, last April. Formerly a protagonist for the British National
Health Service, he said: “Where Medicine is concerned the Gov-
ernment are a monopoly employer—they control demand, supply
and the pay of the doctors.” (9, p. 24.)

Our own Supreme Court has voiced the same position of
Government in a decision handed down in 1942 by the late
Associate Justice Robert H. Jackson—the same man who pleaded
the Government’s case for the Social Security Act before that
Court in 1937. He said, in connection with the Agricultural
Adjustment Administration case: “It is hardly lack of duec process
for the Government to regulate that which it subsidizes.

Anyone who has done any studying at all of compulsory
health insurance knows that it is the administration of the program
that kills. It kills the incentive of the physician and it often kills
the patient.

Falk, in his “Medical Care Insurance” volume, repeatedly
decries the present fee-for-service method of payment for phy-
sicians. He lauds the capitation method used in Great Britain
and regards it as a stepping-stone toward the ideal, which he
mentioned in Montreal three years earlier, namely, the salaried
service found in the Soviet Union. The capitation system calls
for a fixed payment of $5 to $10 per year per person on a
physician’s list. Both of the non-governmental lobbies, as well
as Social Security officials, have favored the capitation system.

This is not the time to enter into a discussion of the pros and
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cons of compulsory health insurance. I merely wish to point
out that Federal officials, consistently breaking the Federal
lobbying law (Title 18, Section 201, U.S. Code, 30, p. 43), united
with non-governmental lobbyists to spread totally false infor-
mation about the manner in which the Federal scheme of social
insurance medicine would be administered. They are the more
culpable—and that includes Professor Cohen—because they are
well informed. They knew about the operation of systems abroad.
They knew of the magnitude of administrative controls that are
necessary in every system of compulsory health insurance around
the world. They knew that patients, physicians, and hospitals
are regulated in an unbearable fashion. They knew that there
is no real freedom of choice for patient or physician once the
Government foots the bills. Mr. Cohen in particular has traveled
the country over misrepresenting the Forand bills and similar
proposals.- He has wilfully misled the nurses and social workers
with a battery of propaganda that has been going on for years.

On December 10 and 11, 1946, Messrs. Falk and Cohen met
with a group of 37 union representatives. Mr. Altmeyer was to
have made the opening address, but was unable to attend. His
place was taken by Mr. Falk. Three of the unions represented
at the meeting held at the Social Security Board were Com-
munist dominated and were later expelled by the CIO (34, p. 54).
They were: International Longshoremen’s and Warchousemen’s
Union, CIO; United Office Professional Workers of America, CIO;
and National Maritime Union, CIO. (34, pp. 118, 121, 125 and 133.)

In addition, four of the unions whose representatives were
invited by the Triumvirate (Altmeyer, Falk, and Cohen) were
active and substantizcl supporters of the Committee for the
Nation’s Health, Inc,, lobby. These four were: Amalgamated
Clothing Workers, CIO; International Association of Muchinists,
independent; International Ladies’ Garment Workers’ Union,
AFL; and United Automobile Workers, CIO.

We have already seen that the espionage agent John J. Abt
was the general counsel of the Amalgamated Clothing Workers
of America. Abt resig- ~d from his job with the Department
of Justice to take the job with the Clothing Workers. He
served as general counsel from 1938-1948 when he left to become
general counsel of the Progressive Party which was supported
by the Communist Party. (13, p. 2952.) Jacob Potofsky, presi-
dent of the Amalgamated Clothing Workers, was a member of
the Board of Directors of the Committee for the Nation’s Health,
Inc., which received financial support from the Clothing Workers
union. (See table, page 31, for CNH Officers, 1952.)

Mr. Falk, after some introductory remarks, turned the
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meeting over to Mr. Cohen who gave a rather extended talk
to the union representatives. He made a special point of the
fact that “Perhaps in the long run the more significant develop-
ments are in other than legislative fields. As you know,” he
said, “in November 1945 there was a Presidential message on a
national health program. This was the first time in the history
of the country that any president has sent up to Congress a
comprehensive set of recommendations for a national health
program, (23, p. 1982.)

Elsewhere Professor Cchen has admitted that he and Mr. Falk
went to the White House to help in the drafting of President Tru-
man’s message and recommendations and that they worked over
5 or 6 drafts. (23, pp. 1984-87.) They apparently were the only
experts on compulsory health insurance who advised President
Truman. The draft of that message was prepared by Judge
Samuel I. Rosenman, Special Counsel to President Truman, and
a director of Michael M. Davis' lobby, The Committee for the
Nation’s Health, Inc. Thus, the chief lobby to nationalize medicine
through the Social Security System had its representative in the
White House where he could draft a health message for the
President to send to Congress. At the Labor Conference in
December 1946 Professor Cohen gloated over the success of their
schemes. And Commissioner Altmeyer admitted that Mr. Falk
and staff, including Mr. Cohen, wrote the major part of S.1606.
(22, p. 191.) .

This Labor Conference lasted for two days. Mr. Cohen ex-
tolled the Wagner-Murray-Dingell approach and belittled the
Taft grant-in-aid approach. His idea was to force everyone into
a compulsory system of Federally controlled, operated, and
financed medical care. He saw to it that the represe:tatives of
the more important unions were thoroughly indoctrinated before
the opening of the Second Session of the 79th Congress.

The Net of Subversion Over Capitol Hill

I shall now bring together some of the seemingly isolated
operations and activities to which I have previously referred. 1
have pointed out that there were three espionage groups which
originated in the Department of Agriculture in 1933. The mem-
bers of those groups moved from one Government agency to
another. During the 1930’s they penetrated the Social Security
Board, the Labor Department, Treasury, National Labor Rela-
tions Board, Railroad Retirement Board, State Department, War
Department, etc. The agency penetration is shown in the photo-
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stat on Communist Espionage in the United States Government,
August 28, 1948.

During this same period of the 1930's and early 1940’s em-
ployees in the Federal Departments joined Communist fronts by
the hundred. While the estimate of espionage agents working
in the Government on behalf of the Soviet Union is only about
75, the number of Communists and fellow travelers in the Gov-
ernment was very much larger. Thus we see the espionage
agents like Kramer, Silvermaster, Lee Pressman, etc., coming
into the Government with the help of a dedicated Communist
like Harold Ware. Simultaneously we see Federal employees
joining Communist fronts where they were brought into direct
contact with known Communists and fellow travelers.

In the field of social insurance and especially of compulsory
health insurance Communist activity dates back into the 20’s.
The International Workers Order, we have seen, was organized
in 1930 for the express purpose of pushing for social insurance
legislation. It also had the unavowed purpose of serving as a
link between the Central Committee of the American Communist
Party and the Soviet Military Intelligence in the United States.

If you will turn to the photostat on “Health Insurance”,
dated July 1946, and look at the back of the cover where the mem-
bers of Senator Pepper’s Subcommittee are listed, you will see
that Charles Kramer, a member of two espionage groups, was the
staff director, and Charles Bragman was his assistant.

It is an interesting fact that when Mr. Kramer applied to
Senator Pepper for a job on December 30, 1944, and filled out a
Civil Service form, one of the character references he gave was
Thomas C. Blaisdell, Assistant Director of the Social Security
Board, Bureau of Research and Statistics in 1937 and 1938 at the
time I was there. I had only one encounter with Mr. Blaisdell
and that was when, in a hush-hush meeting, he asked me to do
something unprofessional and dishonest. T wekt t¢c Ewan Clague,
at that time Associate Director of the Bureau, and said I would
resign before I would have any part of such a rotten deal. It
was then that I was loaned to the Office of the General Counsel
to write the economic brief for defense of the Social Security
Act and to remove me at least temporarily from the Bureau of
Research and Statistics. p

So, Kramer, the espionage agent, gave Blaisdell as his char-
acter reference. (16, p. 367; 30, pp. 18, 19.). Then Kramer hired
Bragman. The technique which was constantly employed to
spread subversion in the Government was for one Communist
to get into an agency or a Congressional Committee and then
to hire others.
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Now if you will turn to the first photlostat series of six pages
in your dossier, you will see the membership of the Washington
Committee for Aid to China (20). The organization was affiliated
with the larger and more powerful China Aid Council which
was active in espionage in the Far East. If you will look at the
top of page 1685 you will see Charles Bragman listed. He was
also a member of the Washington Committee for Democratic
Action and the American League for Peace and Democracy. Now
if you will turn to page 1687 you will see the name of Mrs.
Nathan Gregory Silvermaster. She was the wife of the head of
the Silvermaster espionage group. She belonged to the Wash-
ington Bookshop, the Washington Committee to Aid China, and
the Washington Committee for Democratic Action. One of the
members of the Silvermaster apparatus worked in the Social
Security Board.

On that same page you will note Morton Stavis. His name
when I met him in the office of the General Counsel of the Social
Security Board was Stavisky. He was a member of several fronts
and I mention him only because he was in the Social Security
Board. There were a couple of other Social Security employees
who were members of the Washington Committee to Aid China
and other fronts.

Now, turn back to page 1685 and you will find the name of
the man whose appointment you are considering today. . Mr.
- Cohen was a member of the same three organizations to which
Mrs. Silvermaster, the wife of thke head of an underground
apparatus, belonged. And Charles Bragman, assistant to Kramer,
a member of two underground groups, also belonged to two of
the Communist fronts to which Mr. Cohen belonged.

The Washington Bookshop had been formed to make available
the works of Lenin, Stalin, and other Communists and to give
members a discount.

I have ten pages of additional documentation on the China
Aid Council, but I have not put those ten pages in each dossier
because of the cost. The main thing that comes out is that
there was an interlock between various Communist fronts work-
ing under the direction of Earl Browder, gereral secretary of
the Communist Party, in connection with espionage work in
the Far East.

The membership of these three Communist fronts to which
Professor Cohen belonged comprised mostly employees from the
Social Security Board, the Labor Department, Agriculture, and
the Railroad Retirement Board. These were departments and
agencies with which Mr. Cohen worked closely through the years.

I would call to your attention the fact that the interlocking



164 NOMINATIONS

of the membership of these three Communist fronts to which Mr.
Cohen belonged was brought out at hearings on August 7, 1941.
(See 20, p. 1584 of the photostats of the Washington Committee
for Aid to China.)

I should like to illustrate how things were manipulated in
the health field. In March 1946 the Pepper Subcommittee on
Health and Education of the Senate Committee on Education
and Labor, headed by Senator Murray, issued a Subcommittee
Print of Report No. 5, 79th Cong., 2d Sess. The Subcommittee
had 8 members. Only 4 signed this Print, namely, Senators
Claude Pepper, Elbert D, Thomas, James E. Murray, and George
D. Aiken. At the time it was noted that “Senators Taft and Smith
dissent from some of the findings and conclusions of the report.”

Now this Print contained the following statement, after
damning voluntary medical care plans with faint praise:

“However, to cover everyone, the adverse as well as the
good risks, the young and the old, the sick and the well, the
rural and the city dwellers, the low- and the high-income
groups, the poor and the rich areas, all this takes a mechanism
as representative and all-inclusive as a national health program,
built around a system of prepuid medical care. It must be financed
by required contributions to the social-security fund and by
payments from general tax revenues. . . .

“The cost will not be greater than that of our present
inefficient and wasteful fee-for-service system. . . .

“Health insurance is often erroneously called ‘socialized
medicine’ or ‘State medicine.” As President Truman [that is,
Judge Rosenman, Falk, and Cohen] pointed out in his health
message, such a system is one in which the doctors are
employed by the Government. We do not advocate this.
National health insurance, which we do advocate, is simply
a logical extension of private group health insurance plans
to cover all the people. It is a joint national endeavor. It
will guarantee free choice of doctor or group of doctors
and free choice of hospitals by the patient, and free choice
of patient by the doctor. Indeed, free choice will be extended,
because current financial barriers to the actual exercise of
free choice will be broken down.” (11, p. 29.)

Now in July of 1946, 4 months after this Print was printed,
there suddenly appeared a Subcommittee Report No. 5, not a
Print, but an actual Report, which implied that the Subcommittee
had voted on it and approved it. This Report was identical in
wording with the Print of March, 1946, except that a little note
had been added to the effect that: “Senators Hill, Tunnell and
. Morse, because of the pressure of other business, have not com-
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pleted their study of the subject of this report.” Senator Morse
was not a member of the Subcommittee, so his name should not
have been mentioned.

This report from the Subcommittee was picked up by the
press and there was much publicity about this seeming approval
of the principle of compulsory health insurance. Remember,
the chief of the Subcommittee staff was Charles Kramer, member
of two Communist underground operations, and his assistant
was Charles Bragman, member of three Communist fronts who
would hardly have been chosen by Kramer unless he were a
Communist. Kramer, when asked by the Un-American Activities
Committee: “Did you ever, during your service in the Govern-
ment, furnish classified documents to any unauthorized people?”
took the Fifth Amendment. (13, p. 2993.)

The publication of this unauthorized Subcommittee “Report”
brought immediate protest on the Senate Floor by Senators
Forrest C. Donnell and H. Alexander Smith, members of the
Subcommittee, (Congressional Record, July 23, 1946, pp. 9841-9847,
and July 24, pp. 10047-10050).

The late Senator Robert M. LaFollette (R., Wisc.) resigned
from the subcommittee and the following year wrote an article
for Collier's Magazine entitled: “Turn the Light on Communism.”
He said: “ . .. the staff of a subcommittee of the Senate Com-
mittee on Education and Labor v;as infiltrated by fellow travelers
. . . I was appointed a member of this subcommittee, but I re-
signed later . . . partially because I did not want to be associated
with a program of a staff in whom I could not have complete
confidence.

“Later the staff released a report and recommendations on
health legislation under highly irregular procedure that prompted
severe criticism on the floor of the Senate. The report was a
program. It was released with the implication that it had the
approval of the sub and full committees. ” (17, p. 33.)

I would point out that neither Kiamer nor Bragman was an
expert on compulsory health insurance—a highly technical sub-
ject. The liaison man from the Social Security Board was Mr.
Cohen, then working for I. S. Falk who, at that time, was rated
the leading expert in the country. The question is: Who pre-
pared the wording of that spurious Subcommittee Report on
“Health Insurance”?

Clash of Ideologies on a National Health Program

The year 1947 was marked by an open clash between those
who favored grants-in-aid to the States to enable them to aid
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those persons who coula not finance the costs of their medical care
and those who favored nationai compulsory health insurance
for everyone, regardless of ability to pay their own way.

These two diverse ideologies were represented in Senator
Taft’s bill, S.545, and the Wagner-Murray-Dingell bill, S.1320.
Hearings started on May 21, 1947, before a 5-man Subcommittee
on Health, headed by Senator H. Alexander Smith. The Repub-
licans were in control of the 80th Congress. Senators Murray and
Pepper attended regularly, Senator Joseph H. Ball (R., Minn.)
infrequently, and Senator Forrest C. Donnell (R., Mo.) attended
every session. Most of the cross-examining was done by Senator
Donnell who had gained considerable experience during the
earlier hearings on S.1606. Senator Pepper was accompanied by
Charles Bragman, Senator Murray was accompanied by William
G. Reidy, and I accompanied Senator Donnell, providing the
questions and documentation which he used.

Now Mr. Reidy had been hired by Senator Murray early in
1947. He came directly from the staff of the Committee fo1 the
Nation’s Health, Inc,, and returned to that staff after the hearings,
being a registered lobbyist for the CNH before and after the
hearings. He was not professionally trained, but was an expert
at stirring up trouble during hearings. During World War II
he had achieved a deferred status, as was the case with so many
of these men who were trying to nationalize medicine—Mr. Cohen,
Frederick D. Mott, M.D., Kenneth Pohlmann, etc. Reidy had been
under FBI surveillance because he caused disturbance in a public
housing project in California during the War by pitting racial
groups against one another.

Reidy moved back and forth between the CNH staff and
Senator’'s Murray own staff, eventually joining the staff of the
Committee on Education and Labor where he still is serving as
Staff Director of the McNamara Select Committee on Aging.

This appointment of a lobbyist on Senator Murray’s own
staff brings us back to the Committee for the Nation’s Health, Inc.
During 1947 there was copyrighted a film strip called “Medical
Insurance—Pathway to Health”—an ERG Production. The copy-
right was by Current History Films, 77 Fifth Avenue, New York
3, N.Y. That is the address of the International Workers Order—
the organization whose past president was Max Bedacht, the
Communist working for the Soviet Military- Intelligence.

The name ERG Production was derived from the names of
three men who wrote the film strip: Hall Eiseman, Samuel
Roberts, and Leslie A. Goldman. Without taking too much time
on these three men, I may report that Roberts joined with Max
Bedacht, William D. Foster, Communist Candidate for President
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in 1932, and James W. Ford, Communist candidate for Vice Presi-
dent that year—all members of the Communist IWO—in spon-
soring a Communist Jubilee (20, pp. 830, 852, 904, 1154, 1364, and
1640; also 23, pp. 1661-1667.)

Charles Keller, who wrote the actual narrations for this film,
was art editor of the New Masses, a Communist publication.
Roberts prepared the script, production was by Goldman, and
photography by Eisemen—all with subversive records. On Mon-
day, June 2, 1947, the Daily Worker had quite a write-up of this
film and stated that it could be purchased for $2.60 at the IWQO
Film Division, 80 Fifth Ave., New York City, or directly from
Current History Films.

Now in the acknowledgements given by the producer there
appears this:

“We wish to acknowledge with thanks the generous
assistance and cooperation of the staff members of the Com-
mittee for the Nation’s Health in supplying data and valuable
advice.” (23, p. 1666.)

The references supplied as documentation to go with this
film were 7 in number: An article by Michael M. Davis on “Health
for the Nation”; “Principles of a Nation-Wide Health Program”;
“Medical Care in a National Health Program”—the rigged plat-
form of the American Public Health Association; Falk’s “Medical
Care Insurance”; a memorandum from the Bureau of Research
and Statistics on “Need for Medical Care Insurance”, published
in 1946; “Is Your Health the Nation’s Business,” put out by the
War Department with a little assist from Michael M. Davis—and
later withdrawn under fire; and an article by Dr. C.-E.A. Winslow
of Yale, Falk’s former professor. One observes that those 7
references all slant strongly in one direction—towards the Com-
mittee for the Nation’s Health and the Bureau of Research and
Statistics in the Social Security Administration. The photos
used in the strip came mostly from the Government: Federal
Security Agency, Public Health Service, Farm Security Admini-
stration, Library of Congress, and Office of War Information.

Now just a few days before the Daily Worker announced this
film strip, the International Workers Order had inserted a large
ad in the Sunday Daily Worker of May 25, 1947, “At Last Here's a
Bill FOR You.” A photostat of the ad is in your dossier. The
ad and the film strip were neatly timed to appear just at the
beginning of the hearings on S. 545 and S. 1320.

Accompanying the film sirip was a 2-page history of health
insurance in the United States prepared by the Committee for
the Nation’s Health, Inc. Just in passing, it may be noted that
at the end of the text the union initials of the processor appear—
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“uopwa/1”. That was the Communist-controlled United Office
Professional Workers Association, later expelled by the CIO.

While all this had been going on to stimulate support for the
1947 version of the Wagner-Murray-Dingell bill, a House Com-
mittee had been investigating the propaganda activities of the
Department of Agriculture and five bureaus in the Federal
Security Agency, including the Bureau of Research and Statistics
of which Mr. Cohen was Assistant Director.

Prolonged hearings were held and interim reports were
prepared. All told, there were 13 propaganda and planning
meetings in which 46 Federal employees participated. The meet-
ings took place between November 2, 1945, and November 22,
1946. The first meeting was held in Washington 17 days before
President Truman sent his health message to Congress and
Senator Wagner introduced S, 1606. It was just 2 days before
the predecessor group to the Committee for the Nation’s Health,
Inc., inserted the ad favoring the President’s program—the ad
with the 192 sponsors. :

Now at the initial planning meeting George St. John Perrott
presided. He was the Public Health Official who had accompanied
the Triumvirate—Altmeyer, Falk, and Cohen—to Montreal in
1943. At that time he had opined that Chile was far ahead of the
United States in its Social Security program. Other employees
present at that first meeting were the Armenian statistician,
Barkev S. Sanders, from Falk’s staff, Kenneth Pohlmana from
Farm Security (they had both signed Michael Davis “Principles
for a Nation-Wide Health Program in November 1944), and other
Social Security and Public Health employees, as well as Harry
Becker from the Children’s Bureau who later moved over to the
UAW-CIO.

The group of planners set up 5 Health Workshops. I shall not
go into the details. Suffice it to say that the Federal Security
Agency mailed out packets of propaganda material in advance, the
packets containing pamphlets published by the CIO, AFL, the
Communist Physicians Forum, Inc., Bureau of Research and Sta-
tistics, etc. Those to whom the packets were sent were urged to
write their Senators and Congiessmen in favor of the Wagner-
Murray-Dingell bill, S. 1606 of 1945.

The evidence indicated that these Federal employees had
broken the Federal lobbying law against the use of Federal funds
to influence any Member of Congress. (30, p. 43) The House
Committee on Expenditures in Executive Depariments condemned
the employees in question and Forest A. Harness, Chairman of
the Committee, wrote to the Hon. Tom C. Clark, Attorney General
of the United States, on June 30, 1947, saying, in part:
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“It is the opinion of the subcommittee, from the evidence con-
sidered by it at public hearings, that there have been violations of
section 201 of title 18 of the United States Code, by employees of
the departments and agencies specifically mentioned in the report.
It is suggested and recommended that action be taken by the
Attorney General of the United States to prosecute these viola-
tions and to prevent further disregard by Federal employees and
agencies of the law cited.” (“Investigation of the Participation
of Federal Officials in the Formation and Operation of Health
Workshops.” Union Calendar No. 404, Rept. No. 786, House of Rep-
resentatives, 80 Cong., 1st Sess., July 2, 1947, p. 7.)

The Department of Justice did not act.

On July 3, 1947, a witness from the International Workers
Order appeared before the Subcommittee on Health of the Senate
Committee on Labor and Public Welfare. He was a Russian-born
Communist, Ernst N. Rymer, a slippery, evasive witness. He
stated that “if the great riches and resources of our land were
owned by the people and the people benefited from these resources
as a whole, we feel the country [that is, the United States] will
be better off from that than otherwise.” When asked by former
Senator Joseph Ball “Do you believe that the Communist system
will provide a better living and higher standard of living for
people?” Rymer replied: “I believe so, sir.”

Rymer further expounded his views by stating: “I believe that
with the know-how and with the natural resources that we have
that we could be 10 times abead of Russia or any other people of
the world, for that matter, under socialism, . .. " (23, pp. 1072-1074.)

In July, 1944, as we have seen, Senators Murray and Wagner
extolled the International Workers Order and thanked it for sup-
porting S. 1606.

The Questions at Issue

At the beginning of my testimony I stated that this Committee
would probably be unwilling to vote against a Presidential ap-
pointee unless there were grave reasons for so doing. I thought
that subversion and moral turpitude would constitute such rea-
sons.

I have covered a period of 19 years (1930-1948) in detail, the
years when seeds of Communist espionage were planted here in
Washington and when-the het of subversion was spread over
Capitol Hill, Government agencies, and labor unions. They were
the years when large numbers of Federal employees, who were
never part of the underground, chose to join front organizations
which were responsive to orders from the Communist Party.
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Many of these members never paid dues to the Party nor carried
cards. They were infinitely more dangerous to society bccause
they operated from positions of trust in the Government, in col-
leges, and in private organizations.

These were the years when nearly every Government agency
and many committees of Congress were sites of Communist ac-
tivity. It took a long time for the Un-American Activities Com-
mittee, the Internal Security Subcommittee of the Senate Com-
mittee on the Judiciary, and the FBI to ferret out the individuals
engaged in subversion. One by one men like Lee Pressman ad-
mitted they had been Communists and that they had retained their
idealogically attachment to the Party long after they had stopped
paying dues. Other men, like Kramer (Krevitsky), took the Fifth
Amendment time and again. Testimony on espionage and subver-
sion in the Government of the United States, in unions, and in our
educational process runs into tens of thousands of pages.

There is no doubt whatsoever that in the field of Social Secu-
rity we are dealing with questions of subversion and with an
international conspiracy in which three former Federal officials
are deeply involved. These officials were former Commissioner
Arthur J. Altmeyer, his Technical Adviser, Wilbur J. Cohen, and
his Director of Research and Statistics, Isidore S. Falk. Through
the Socialist International Labour Organization, their activities
reached virtually every part of the world. They traveled widely,
serving as consultants in foreign lands. Their object was always
to create or to expand Welfare States and to spread the doctrines
of Socialism.

These three men, acting as one, used Federal funds improp-
erly, but were not prosecuted. They prepared reports for such
dubious individuals as Albert Deutsch, a writer for the defunct
Marshall Field paper PM. Thirty years ago Deutsch said to me:
“You bourgoisie ought to be wiped out.” Now he is an adviser
to the President. I ask why the Social Security Triumvirate col-
laborated with Deutsch in a vicious series of articles he wrote in
the early forties maligning the medical prcfession and extolling
the “virtues” of compulsory health insurance. I ask why the
Bureau of Research and Statistics, headed by Falk and Cohen,
conducted a research project for Michael M. Davis, head of a lobby.
The project related to the fees of radiologists. Is it the function of
a Federal bureau to work for a lobby which is loaded with sub-
versives? That particular deal resulted in the resignation of one
more professional person (Ruth M. Stocking, M. D.) from the
Falk-Cohen Bureau because of her distrust of the work they were
doing.

Falk and Cohen distributed pamphlets from the Communist
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Physicians Forum, as well as union material, to the health work-
shops they helped organize in 1945-46 and for which activities the
Bureau they headed was cited to the Attorney General. Is it the
function of Federal officials, including the man you are consider-
ing today, to distribute Communist propaganda and to lobby for
Federal bills they have helped to draft and which, if passed, would
greatly augment their power? Repeatedly through the years Mr.
Cohen, while in the employ of the Federal Government, broke the
Federal Lobbying law. That constitutes moral turpitude.

Through these same years Professor Cohen has misrepresented
the Social Security program to the American people, to the Con-
gress, and to succeeding Presidents. From coast to coast he has
told groups of social workers, nurses, and labor representatives
that social insurance is insurance. He knows that the lawyers of
the Social Security Board, who wrote the legal brief used in 1937
by the Department of Justice in its defense of the validity of the
Social Security Act, insisted that the old-age benefits then in the
law were not insurance but gratuities.

He knows that the Attorney General helped win the case
before the Supreme Court by contending that the benefits “. . . are
gratuities not based on contract . ..” and that the Attorney General
further argued at that time that “The Act cannot be said to con-
stitute a plan for compulsory insurance within the accepted mean-
ing of the term ‘insurance’. .. the benefits under Title II are, like
pensions, to be given or withheld in the discretion of Congress.”
(14, pp. 20, 21, 77)

The term insurance was not used in the original Act passed
on August 14, 1935, but as soon as the case was upheld by a 7 to 2
decision of the Supreme Court, this Triumvirate in the Social
Security Board, forgot the arguments their own lawyers had used
to win their case and began to sprinkle the term “insurance”
through all the bills they drafted after that. And Professor Cohen
was right in the middle of the deception. Thereafter, the leaflets
published by the Social Security Board began to tell the public
that OASI benefits were insurance. Every expert in the field
knows that is not true. Professor Cohen, knowing the truth and
disseminating falsehoods, is guilty of moral turpitude on that
score, too.

And I might add that the present Department of Health, Edu-
cation, and Welfare should be enjoined from distributing any
more false information to the American people. The Social
Security leaflets now offered through the Government Printing
Office should be destroyed and some honest ones should be printed.
It is time the American public was given the truth about the
Social Security System, truth long denied.
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With respect to subversion. Professor Cohen's involvement
is so deep and so widespread, I do not see how he could ever ex-
tricate himself. He voluntarily associated himself with three
Communist fronts prior to 1941. He worked with, and depended
upon, the Communist Physicians Forum, Inc., which was formed
in 1939 and which is still very active.

I am well aware of the fact that Professor Cohen may come
forth with the usual alibis in such cases. He may tell you he was
young, he was inexperienced, he did not know the nature of the
organizations in question, he left them as soon as he found out
what they were. Such alibis, if offered, will be futile. Professor
Cohen, so far as I know, has never denounced any of these groups
or any of the subversive persons with whom he has worked
through the years. He has never appeared before any of the
investigative committees of the Congress where, under oath, he
could try to establish his innocence and clear his name. By this
own written statement to me, which I published last year (Chal-
lenge to Socialism, Vol. X1V, No. 13, p. 2), Professor Cohen admitted
he had been questioned regarding his loyalty under both the
Truman and Eisenhower administrations. He finally obtained
some sort of loyalty clearance after the Loyalty Review Board
functions had been transferred from the Civil Service Commission
to the respective agencies by Executive Order. I suggest that
the Loyalty Review Board of the HEW Department could stand
a Congressional Investigation in the light of the documented
facts I have here presented.

Professor Cohen has not broken with his past. As recently as
April 1-3, 1960, he served as one of the experts at a meeting at
Kellogg Center, University of Michigan, along with Michael M.
Davis, organizer of the Committee for the Nation’s Health. The
12 experts had been picked by Governor Mennen Williams to
discuss the part of the Federal Government in provision of health
care,

Let us consider briefly the professional career of Mr. Cohen.
As we have seen, he came to Washington in 1934, fresh from col-
lege, at the age of 21. That might seem to some of us a bit young
for him to occupy the important posts he did. When the Social
Security Act was passed, he moved into the new $ocial Security
Board as Technical Adviser to Mr. Altmeyer, at first a member of
the 3-man Board, later Commissioner. When World War II
broke out, Mr. Cohen was named Assistant Director of the Bureau
of Research and Statistics, headed by I. S. Falk. The Committee
might be interested in the methods employed to obtain deferrment
for this young man of 28 who, immediately before the War, had
joined three Communist fronts and who, during the War, was
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very busy working with members of two espionage groups and
the lobbies to nationalize medicine, one of the lobbies having
been set up by the Communist Party and both of them having
interlocking directorates.

During the Eisenhower Administration Mr. Cohen’s chief,
I. S. Falk, resigned on June 30, 1954. He spent two years as a
Social Security Consultant in South America and the Far East
and then joined the United Steelworkers of America where he
is Consultant to the Insurance, Pension and Unemployment Bene-
fits Department of the Union. This union, as we have seen, was
organized by two Communists, one an espionage agent, and it
gave financial support to the Committee for the Nation’s Health.
This past September the Union issued the so-called Falk report:
“Special Study on the Medical Care Program for Steelworkers
and Their Families.”

After Falk left the HEW Department, Mr. Cohen became
Director of the Division of Research and Statistics. A year earlier,
on July 21, 1953, it was announced in the Washintgon Post that the
Civil Service Commission had removed Wilbur J. Cohen from
Civil Service status and placed him in Schedule C, along with
William Mitchell, Deputy Commissioner for Social Security.
Schedule C was set up for policy and confidential jobs. Such
jobs can be filled by political appointees. It was only after Mr.
Cohen was removed from Civil Service status and loyalty fuctions
were transferred to the agencies that he obtained some sort of
loyalty clearance on March 4, 1955.

On September 22, 1957, Arthur J. Altmeyer retired and Mr.
Mitchel became Commissioner. The Republicans might have
filled both those jobs with Republicans, but failed to do so. In
fact, Mr. Cohen played both sides of the street in an amazing
fashion. He finally resigned on August 30, 1958, but continued on
the HEW Department payroll as a Consultant until the end of
December 1959. A truly incredible situation! He served as Con-
sultant to Social Security Commissioner, William Mitchell.

When Mr. Cohen left the HEW Department Division of Re-
search and Statistics he went to the School of Social Work of the
University of Michigan as Professor of Public Welfare Adminis-
tration. Fedele F. Fauri is Dean of that School. During the 1930’s
Mr. Fauri was an attorney for welfare agencies. He came to
Washington in the 1940’s to the staff of the Library of Congress
and then served time and again as Consultant to Advisory Councils
and, I believe, to this Committee and the Ways and Means Com-
mittee.

Now that Mr. Falk has moved over to a union, his place in




-

legislative work has been taken partially by Mr. Fauri, who, how-
ever, is not as well versed as Mr. Falk.

Today, then, the situation is this. Professor Cohen has moved
into first place in the Triumvirate. Altmeyer has retired, but is
still active. Falk is not so close to Federal legislation, but spends
his time stirring up the steelworkers to demand more and larger
benefits.

With the coming of a new Administiation there has been a
shift of positions of persons who wield power. There is Arthur J.
Goldberg, former general counsel to the United Steelworkers
of America and to the AFL-CI0. He is now Secretary of Labor.
He used to be a member of the Board of Trustees of the Committee
for the Nation's Health, Inc., apparently, although I have not yet
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Orricers OF THE CoMMITTEE FOR THE NATioN's HEALTH, INC., 1952

Chairman: Abe Fortas) Henry Kaiser
Channing Frothingham, Chai Mary D. Keyserling
M.D., (Interlocking Dir- E‘“‘"".a"'c Hee: John A. Lapp
ector with Communist M“g;‘"g” Lommitice: Joseph Meyer, M.D.
Physicians Forum, Inc.) - M. Lavis Newbold Morris
Honorary Vice Chairmen: Board of Directors; Dorothy Norman
William Green C. Frothingham, M.D. James G. Patton
F. J. McConnell Viola W. Bernard, M.D. Eric Peterson
Pinil'ip Murray James A. Brownlow Jacob Potofsky
Bishop B. G. Oxnam M. L. Cooke Hnl’l’y Read
Mrs. Franklin D. Roosevelt Faul B. Cornely, M.D. Emil Rieve
Gerard Swope ’ John J. Corson Samuel 1. Rosenman
Walter Wanger (Previously Social Secur- Theodore M. Sanders
T . ilK) Max Seham, M.D.
“’ e‘i’"&"'k M. M. Davis Robert E. Sherwood
. L. Looke Albert W, Dent Boris Shiskin
Secretary: John Edelman W. C. Taylor
Walton Hamilton Frank F. Furstenberg Robert F. Wagner
(First Director of Re- Arthur Goldberg R. M. Walls, D.D.S.
search and Statistics, Harry Goldblatt, M.D. l.ester Washburn
Social Security Board, John Gunther Hubert Will
later in law firm with  Walton Hamilton Wilson M. Wing, M.D.

been able to verify if the Arthur Goldberg of the CNH Board of
Trustees was the man who is now Secretary of Labor. He is
reported to be a good friend of I. S. Falk.

Secretary Arthur Goldberg had his share of Communist-front
connections. In 1939 he joined several Communists to sponsor
a Conference on Civil Liberties in America. Some of the Com-
munists were: William L. Patterson of Chicago, Doxey A. Wilker-
son, who left the Federal Security Agency to take a job with the
Communist Party, Dr. Bella V. Dodd, and John P. Davis. Other
sponsors included Carol Weiss King and a number of other persons
who later joined Michael M. Davis as Charter Members of the
Committee for the Nation’s Health, Inc.

So we have Secretary of Labor, Arthur J. Goldberg, who
would give Mr. Falk easy access to the President. If you approve
Professor Cohen’s appointment as Assistant HEW Secretary, you
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will be giving another member of the Triumvirate direct access
to the President through Secretary of Health, Education, and Wel-
fare Ribicoff. Through Mr. Cohen the head of the former Com-
mittee for the Nation's Health, Michael M. Davis, and the Phy-
sicians Forum leaders would have free access to Mr. Ribicoff and,
presumably, the President.

Just what would such a situation do to the American people?
They would not have a ghost of a chance to escape the Weifore
State. This wilful Triumvirate would spell out the legislation
and force it through Congress by the ruthless use of power politics.
Labor unions, whether Communist dominated or not, would be
called upon. The Communist Physicians Forum would continue
to be used as it has been for over 20 years. Welfare workers, pub-
lic health officials, and nurses — all previously subverted by the
Triumvirate in a general way and by Cohen in particular — would
besiege Congress to approve compulsory health insurance. Con-
gress could hardly resist these engineered pressures. The country
would be swept into a full Socialist State in no time at all.

You will note that Cohen uses the Communist technique of
“divide and conquer.” He saw in 1948 after some 50 sessions on
two comprehensive Wagner-Murray-Dingell bills that neither
party was willing to report out that type of legislation. The bills
died in Committee. In 1950 the Social Security people adopted
a policy of nationalizing medicine and expanding the Welfare
State piecemeal. Self-employed workers were forced into the
system though Social Security lawyers contended in 1937, and
the Department of Justice used the argument before the Supreme
Court, that self-employed workers should not be covered because
they were self-supporting.

Then cash disability benefit payments were added. Now the
latest gimmick — and it is just that — is a small program for
hospital care for the aged. I think that every member of this
Committee knows full well that the ONLY thing Professor Cohen
is interested in at this time is having the social insurance me-
chanism recognized by the Congress as the vehicle for imple-
menting legislation to provide medical care controlled by the
Federal Government. _

He has suggested a small bill to give hospital benefits without
medical care. The reason he is proposing this is that he wants to
be able to say “This is not socialized medicine. No doctor will be
involved.” That is a perfectly foolish argument and he knows it.
In the first place, what most of the 65-plus group need is medical
care by 4 family physician in their homes or at the doctor’s office.
'The approach through hospital legislation is designed to bite off a
small part of the problem, but primarily to persuade Congress
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to put the program into the social insurance part of the Social
Security Act. Once the Congress authorizes one penny for one
old person under the social insurance mechanism, it is a foregone
conclusion that the country within a short space of time will adopt
a national compulsory health insurance program for everyone.
There will be no escape. And Professor Cohen is the man back
of his deal. You know that, too.

People all over the United States are worried about what is
happening in Washington. They do not like the confirmation of
some of the new appointees. The do not like the way appointees
are rushed through the Senate as Robert C. Weaver, Housing
Administrator, was rushed. But probably the most widespread
opposition is to this particular appointment.

A man with a record like Mr. Cohen’s should not be permitted -
to hold any Federal position, least of all one of such great power.
The bills he has drafted or aided in drafting have affected every
person in this country. They have affected the tax structure.
They have interfered with the free spending power of individuals
who are forced, many against their wills, to support a Socialist
Social Security System of which they do not approve.

It would be a great and irreparable disservice to this Repub-
lic if the Senate Finance Committee should approve this ap-
pointment. The questions at issue in this case are subversion and
moral turpitude. I believe this man before you has already done
more damage to the country as a whole than any other man of
his time. Through the positions he has held and the power he
has wielded he has, more than anyone else, thrust the United
States into the world conspiracy not only for the nationalization of
medicine, but for the establishment of a Socialist form of Govern-
ment,

Patriotic Americans Urge You to Preserve the Republic

Patriotic and other organizations have asked me to present
their plea to this Committee that you disapprove this appointment
of Professor Wilbur J. Cohen to be Assistant HEW Secretary.
Surely the American people have a right to expect that the Senate
of the United States will protect them from a man like Professor
Cohen, The appointee to this high and sensitive post should, like
Caesar’s wife, be above suspicion. Mr. Cohen is not above suspi-
cion. He has spent the major portion of his professional life —
more than a quarter century — in a twilight zone peopled by
espionage agents, Communists not in the underground, and Com-
munist fronters. He worked with, and relied upon, two lobbies
organized for the purpose of foisting national compulsory health
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insurance on the entire population of this country. One of these
lobbies was organized at the behest of the Communist Party, the
other was organized by a group two-thirds of the members of
which had tie-ins with Communist fronts on a Nation-wide basis.
These two lobbies for the nationalization of medicine had inter-
locking directorates, the head of each lobby being a member of the
other lobby. Communist control and influence in these lobbies
shouid not be overlooked.

Professor Cohen cannot extricate himself from his past. He
was one of a Triumvirate of Federal officials who were determined
to change our form of Government from a republic to a Socialist—
if not a Communist—State. His loyalty to our Government was
in question for many, many years. He was repeatedly investigated
by Federal Loyalty Boards and by the FBI. He has not publicly
repudiated the Communists with whom he worked and upon
whose help he relied. He has not severed connections with a
dubious past. Instead, he has subverted innocent and unsuspect-
ing groups, like the social workers and nurses, who looked to
him for professional guidance and help. He has courted the power
of organized labor through their unions.

Some of the Senators with whom Mr. Cohen worked sought
the support of outright Communist groups like the International
Workers Order and The Physicians Forum, Inc. Did Mr. Cohen
ever break with those Senators? Did he ever denounce the Inter-
national Workers Order, or The Physicians Forum, or the Commit-
tee for the Nation's Health?

Patriotic Americans want no part of a man like Mr. Cohen.
He has betrayed them. He has presented a false image of Social
Sercurity. He is motivated by an overwhelming yearning for
power. Power over our tax structure. Power over the ways in
which individuals may spend their money, lead their lives, deter-
mine their destinies. His lust for power has ruined him as a
suitable candidate for any public office, in any university, in any
position of trust. We all know that “Power tends to corrupt;
absolute power corrupts absolutely.” And it is absolute power
that Professor Cohen seeks. .

He is not a man of integrity, of honesty, of incorruptibility.
Will the Members of this Committee augment his power, give a
rubber-stamp approval, and forfeit the trust of the Amerizan
people in the wisdom of your decisions? I urge you to consider
his record and the documentation before you. Your decision
should not be partisan, but rather one determined by your own
wisdom and sound judgment of what is best for the American
people. :

I thank you for hearing me. That ends my testimony. 1

St Wikt s
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have a small additional appendix dealing with the question of
“gocialized medicine,” which I think it is unnecessary to read, but
which I should like to have incorporated as though I had read it.
I ask that the letters and telegrems which I have received be
incorporated in the record immediately following my biblio-
graphy. They are the voices of Americans who love this country
as it was founded and who desire to preserve the Republic and
Constitutional government.
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APPENDIX A

In President Truman’s message of November 19, 1945, (House
Doc. 380 of the 79th Cong., 1st Sess.) appears this language:

“The American people are the most insurance minded people
in the world. They will not be frightened off from health in-
surance because some people had misnamed it ‘socialized medi-
cine.! I repeat: What I am recommending is not socialized med-
icine.”

A similar disclaimer is found in the Subcommittee Print of
Report No. 5, 79th Cong. 2d Sess., March 1946, on “Health In-
surance” issued by the Pepper Subcommittee. Here the language
is:

“Health insurance is often erroneously called ‘socialized medi-
cine’ or “State medicine.’ As President Truman pointed out in
his health message, such a system is one in which the doctors are
employed by the Government. We do not advocate this. Nation-
al health insurance, which we do advocate, is simply a logical
extension of private group health insurance plans to cover all the
people.”

The original disclaimer, put into President Truman’s message
and later repeated many times, is entirely false. Of course com-
pulsory health insurance is “socialized” or “State” medicine.
Social Security officials have elected to state that the distinguish-
ing characteristic of socialized medicine is that the doctors are
employed by the Government. This is a bit of bureaucratic
semantics not related to lexicographic realities.

Webster defines State Socialism as a “form of socialism prev-
alent in Germany and Great Britain, which advocates using the
power of the state to equalize income and opportunity by measures
such as progressive income and inheritance taxes and compulsory
insurance against old age, unemployment, sickness, and accident
and by state administration of industries, public utilities, common
carriers, banking, housing, and the like.” )

Thus, by definition, compulsory health insurance is one of
the measures utilized by the State to equalize income and op-
portunity in countries having a State Socialist form of govern-



NOMINATIONS 181

ment. Indeed, compulsory insurance was an essential part of
the fiscal and regulatory machinery devised by Bismarck’s eco-
nomic adviser, Professor Adolph Wagner.

Webster defines “State medicine” as “medical treatment pro-
vided or controlled by a government and subsidized by public funds.”
Thus, the very essence of State medicine is that it shall be pro-
vided or ccntrolled by government and subsidized by public funds.
That is exactly what social insurance medicine, or compulsory
health insurance, is. Webster does not say one word about
whether or not doctors are paid a salary. That distinguishing
characteristic was invented by Social Security officials, or Michael
M. Davis, or all of them together. In any event, whether paid by
capitation, or salary, or fee-for-service, if the payment comes from
public funds and if the government controls the services, State medi-
cine, or socialized medicine, is a reality.

Now where did this nonsensical term “social insurance” come
from? As the British Political and Economic Planning Group
(PEP) said years ago: “It is neither social nor insurance.”

Bismarck’s economic adviser, Professor Wagner, had his own
ideas about how to handle the rising demands of the German
people for better wages and more social services. He also had
ideas about taxation. Despite bitter opposition in the Reichstag,
Bismarck, aided by Professor Wagner, pushed through a series of
State insurance laws in the 1880’s. It has been said that Bismarck’s
aim was, “first to muzzle the official Social Democrats, and then,
by a series of small bribes, to wean the proletariat from their ad-
herence to revolutionary principles.” (29, p. 107)

Bismarck translated into law the theories of the man who
is credited with having done more than anyone else to give to
State Socialism its “scientific form and scientific foundation.”
Professor Wagner’s social philosophy and total program for State
control were outlined in an article published in 1887 in which he
advocated public ownership of banking, insurance, communica-
tions, and utilities, and State “insurance against sickness, incapac-
ity, and old age.” He likewise proposed and justified a new
scheme of taxation that would not only serve the legitimate pur-
pose of raising revenues but would at the same time fulfill the
purpose of what he called “regulative interference.”

This “interference” was to operate by regulating first the
distribution of income and wealth, and second, the purchasing
power and living habits of the “lower classes.” The latter form
of “interference” was to be accomplished by “administrative
measures, and eventually by compulsion.,” Wagner stated, “This
two-sided policy of taxation I call social. The second side here
advanced . . . is based, as concerns the mass of the population,

- e 3R
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the lower laboring classes, on the assumption that in the truest
interests of the nation a guardianship may and must be exercised
over the national consumption or over the application of income
to personal purpose.” (6, pp. 156-158.)

These “social” insurance laws, thrown as a sop to the Socialist
Cerberus, were acclaimed as “the high-water mark of German
State Socialism.” Designed to quiet the complaints of the Social
Democrats and at the same time to ease the burden on the local
governments for care of the sick poor, they were preeminently
political and economic devices rather than health measures. The
law of sickness insurance was passed without the professional
advice of health and medical experts and physicians; and ad-
ministrative control was placed in lay hands.

Bismarck, it is to be remembered, was hard-pressed for
funds. He was seeking new sources of revenue. In the guise of
what he called “practical Christianity” (Speech delivered by
Bismarck, April 2, 1881, The German Classics, Vol. X, 1914, pp. 221-
243.) he induced the Reichstag to approve his new plan for taxing
the workers, thereby making them shoulder the burden of most
of their own poor relief. In return for their acceptance of the
principle of “compulsion” and of control by a powerful bureau-
cracy, the “lower classes” were promised certain pitifully small
and limited benefits which they might claim as a “right.”

German sickness insurance was financed by payroll taxes on
employers and employees, with the workers, until as late as 1934,
paying two-thirds of the cost. The Government provided the
compulsion and interference; labor and management footed the
bills. The doctors were squeezed between the upper and nether
millstones of regulation and interference.

The advocates of compulsory health insurance have recently
criticized the medical profession for adhering to nineteenth cen-
tury ideas about the provision of medical care. It should be real-
ized that what the Triumvirate—Altmeyer, Falk, and Cohen—has
been advocating is Bismarckian, nineteenth century compulsory
health insurance. There is nothing new about their proposals for
a “New Frontier.” There is nothing American about it or about
the payroll tax which was not invented by the late Beardsly Ruml,
as some have claimed.

The whole idea back of these so-called social insurance laws
is to foist State Socialism and the Welfare State upon this Repub-
lic. What the planners seek is control over the population, over
their spending habits, and over the tax structure. In 1938, the
economists Loucks and Hoot, analyzing capitalism, Socialism, and
Communism, said:

“Every socialist program advocates a comprehensive scheme
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of social insurance, in the interest of economic security for the
individual...

“Without denying that systems of social insurance might be
established and operated successfully under an economy essenti-
ally capitalistic in nature, the socialist argues that the efficient
operation of a comprehensive scheme of social insurance is pos-
sible only under socialism. Only under the centralized and plan-
ned control exercized by such a system could the necessary co-
ordination be developed among wages, contributions, and benefits,
between the payment of benefits and the offering of opportunities
to work, and among the various forms of benefits. Moreover, the
socialist contends that the cost of protecting the individual against
the uncertainties of income which lies outside his control should
be borne by society as a whole, in the manner least costly to the
group as a whole. To distribuie Lhe cousts in this manner requires
a fusing of incomes and accounts held to be impossible under a
capitalistic economic system. For these reasons, all modern
socialistic programs advocate schemes of social insurance . . .”
(Emphasis mine. Loucks, William N., and Hoot, J. Weldon, “Com-
parative Economic Systems,” 1938, p. 347.)

This analysis, published 23 years ago, presages what has been
occurring in the United States in establishing a Socialist program
legalized by the Social Security Act.
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of Research and Statistics, Social Security Board, to the Committec
on Education and Labor United States Senate, July 8, 1946, Senate
Committee Print, 79th Cong., 2d Sess., 185 pp.

Fellowship for Freedom in Medicine, Bulletin No. 46, Jan. 1961, re-
port by E. C. Warner, M. D,, p. 24.

Gaer, Joseph, “The First Round, the Story of the CIO Political Ac-
tion Committce,” 1944, 478 pp.

“Health Insurance,” Interim Report from the Subcornmittee on Health
and Education to the Committee on Education and Labor, United
States Senate, pursuant to S. Res. 62, Subcommittee Report No. 5,
Subcommittee Print, 79th Cong., 2d Sess, March 1946. (Pepper Sub-
committee).

“Health Insurance,” Interim Report from the Subcommittee on Edu-
cation and Labor, United States Senate, pursuant to S. Res, 62, July
1946, Subcommittee Report No. 5, (Note it is called “Report” in-
stead of “Print.”)

“Hearings Regarding Communism in the United States Govern-
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15.

16.

17.

18.

19,

20.

21,
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e
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ment,” Pt. 2, Before the Committee on Un-American Activities,
House of Representatives, 81st Cong.,, 2d Sess, Aug. 28 and 31,
Sept. 1 and 15, 1950. (Charles Kramer, Carol Weiss King, L.ee Press-
man, Harold Ware, John J. Abt, Victor Perlo, and Nathan Witt.)

“Guy T. Helvering vs George P. Davis, Brief for Petitioners Helver-
ing and Welch,” In the Supreme Court of the United States, Oct.
Term, 1936, May 1937.

“Interim Report on Hearings Regarding Communist Espionage in
the United States Government,” Committee on Un-American Activi-
ties, House of Representatives, 80th Cong., 2d Sess., Public Law 601,
Aug. 28, 1948, 25 pp.

“Interlocking Subversion in Government Departments”, Hearings
Before the Subcommittee to Investigate the Administration of the
Internal Security Act and Other Internal Security Laws of the Com-
mittee on the Judiciary, United States Senate, 83rd Cong., 1st Sess.,
Pt. 3, Apr. 16, 1953, pp. 101-176, testimony of Nathan Gregory Silver-
master. Pt. 6, 1953, pp. 327-381, testimony of Charles Kramer.
“Interlocking Subversion in Government Departments”, Report of
the Subcommittee to Investigate the Administration of the Internal
Security Act and Other Internal Security Laws to the Committee on
the Judiciary, United States Senate, 83rd Cong., 1st Sess., July 30,
1953. Summary of activities of Lee Pressman, Harold Ware, John J.
Abt, Charles Kramer, Alger Hiss, Nathan Witt, and others.
International Workers Order. *“Vote! For Whom and For What?"
Aug. 1932. pp. 5 and 6.

Kennedy, President John F., “Health Program,” Message from the
President of the United Statts transmitting Recommendations Re-
lating to a Health Program, Feb. 9, 1961, House of Representatives,
Document No. 85, 87th Cong., 1st Sess.

“Investigation of Un-American Propaganda Activities in the United
States” Special Committee on Un-American Activities, House of
Representatives, 78th Cong., 2d Sess., 6 parts and Index, Committee
Print, Appendix, Part IX, Communist Front Organizations with
Special Reference to The National Citizens Political Action Com-
mittee, 2,166 pp., 1944.

“National Health Act of 1945"”, Report to the Committee on Edu-
cation and Labor Relating to the Bill (S. 1606) to Provide for a
National Health Program, Dec. 4, 1945, Senate Committee Print No. 2,
79th Cong., 1st Sess. (Reprinted “Principles of a Nation-Wide Health
Program” by Michael M. Davis’ 29 sponsors in 1944.)

“National Health Program”, Hearings Before the Committee on Edu-
cation and Labor, United States Senate, 79th Cong., 2nd Sess., on S.
1606, April2—July 10, 1946, selected dates, 3,086 pp.

“National Health Program,” Hearings Before a Subcommittee of the
Committee on Labor and Public Welfare, United States Senate, 80th
Cong., Ist Sess, on S. 545 and S. 1320, May 21, 1947, through June
1, 1948, selected dates, 2,804 pp.

Official Bulletin, International Labour Office, 1 June 1944, Vol. XXVI,
No. 1, “Declaration, Recommendations and Resolutions Adopted by
the International Labour Conference at its Twenty-sixth Session,”
the so-called “Declaration of Philadelphia.”
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25.

26.

217.

28.

29.
30.

31

32.

33.
34.

35.

36.

37.

38.

“Old-Age and Survivors Insurance,” A Report to the Senate Com-
mittee on Finance from the Advisory Council on Social Security,
April 20, 1948, Senate Document No. 149, 80th Congress, 2d Sess.

“Principles of a Nation-Wide Health Program, Report of the Health
Program Conference,” Committee on Research in Medical Economics,
Michael M. Davis, Chairman, Nov. 1944, 34 pp. Sponsored by 29
persons.

“Report on the C.I.O. Political Action Committee,” Investigation of
Un-American Propaganda Activities in the United States, Report of
the Special Committee on Un-American Activities, House of Repre-
sentatives, 78th Cong., 2d Sess. on H. Res. 282. Union Calendar No.
443, House Report No. 1311, 78th Cong. 2d Sess., 1944, 215 pp.

“Report to the President of the Committee on Economic Security,”
74 pp., Jan. 15, 1935.

Russell, Bertrand, “German Social Democracy,” 1896, London, p. 107.

Shearon, Marjorie, “Blueprint for the Nationalization of Medicine,
Plans to Enchain Medicine by Unwarranted Regulative Interference,”
1947, 43 pp.

, “Economic Insecurity in Old Age, Social and Economic
Factors Contributing to Old-Age Dcpendency,” Social Security
Board, April 17, 1937, 221 pp. (This was the economic brief used by
Assistant Attorney General Robert H. Jackson in defending the
Social Security Act before the Supreme Court in May 1937.)

——————, Challenge to Socialism, Vol. XIV, No. 13, March 31, 1960,
and Vol. XV, Nos. 1-6, Jan. 5, 19, 26, Feb. 2 and 9, 1961.

“Social Security in America,” Social Security Board, 1937, 592 pp.

“Subversive Influence in Certain Labor Organizations,” Hearings Be-
fore the Subcommittee to Investigate the Administration of the
Internal Security Act and Other Internal Security Laws of the
Committee on the Judiciary, United States Senate, 83rd Cong., 1st
and 2d Sessions, on S. 23 S. 12564, and S. 1606 [not the W-M-D bill],
Dec. 21, 1953, Jan. 14, 15, 22, Feb. 18, 19, 26, Mar. 3, 4, and 25, 1954, 471
Pp. see pp. 121-125.

“Subversive Influence in the Educational Process,” Hearings Before
the Subcommittee to Investigate the Administration of the Internal
Security Act and Other Internal Security Laws of the Committee on
the Judiciary, United States Senate, 82nd Cong., 2d Sess. 1952,
pp. 37-38.

“The Communist Party of the United States of America,” Senate
Doc. No. 117, 84th Cong., 2d Sess., 1956.

Truman, President Harry F. “National Health Program,” Message
to the Congress, transmitting his request for legislation for adoption
of a national health program, Nov. 19, 1945, House Doc. 380, 79th
Cong., 1st Sess.

“We Support the Communist Candidate in this Year’s Election. Every
Member of the International Workers Order Must Rally Behind the
Communist Election Platform,” Issued by the Campaign Committee
of the International Workers Order, Aug. 1932, 15 pp.
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PLEAS FROM PATRIOTIC AMERICANS URGING THAT
WILBUR J. COHEN SHALL NOT BE CONFIRMED AS ASSISTANT
SECRETARY OF HEALTH, EDUCATION, AND WELFARE*

I shall list a few of the organizations which wrote or telegraphed me
urging me to represent them at the Senate Finance Hearings and to
oppose this appointment.

American Academy of General Practice, 27,000 members, the family
doctors of the Nation

DAR, Angleton, Texas

Cradle of Texas Chapter of Daughters of the Republic of Texas

Klamath County Chamber of Commerce, Klamath Falls, Oregon

Cl}glrman, Legislative Committee of Georgia State Nurses Associa-
ion

Congress of Freedom, Inc.,, Omaha, Nebraska

Chapter 93 John Birch Society, Santa Barbara, California

The Tarrant Texans for America, Fort Wortn, Texas

Chapter 85 John Birch Society, Fort Worth, Texas

Indiana Health Underwriters Association, Indianapolis, Indiana

Property Owners Association, Taxpayers, Inc.,, and Ohio Education
Council, Columbus, Ohio

Individuals for Freedom, Summit, Mississippi

Citizens for Freedom, Houston, Texas

Constitution Society of Ohio and Affiliates, Columbus, Ohio

Watch Washington Club of Columbus and Central Ohio

The Forty Niners, Indianapolis, Indiana

Central Ohio Academy of General Practice, Columbus

American Legion Post No. 581, Dallas, Texas

The Board of the Dallas Federation of Women’s Clubs

Utica Mutual Insurance Company, N.Y.

Cowley County Medical Society, Winfield, Kansas

Granger Studio, Tallahassee, Fla,

Aid Association for Lutherans, Appleton, Wisconsin

Maricopa County Pediatric Society, Phoenix, Arizona

Scott Ernest Company, Realtor, Houston, Texas

Federation for Constitutional Government, New Orleans, La.

~ Rocc:anltgen Diagnosis, Radiation, and Isotope Therapy, Denver,
olo.

The Dade County Coalition, Miami, Florida

Scott Radiological Group, St. Louis, Mo.

American National Insurance Company, Galveston, Texas

Washington National Insurance Company, Evanston, Illinois

We, The People, Chicago, Illinois

Minnesota Commercial Men’s Association, Minneapolis, Minn., Paul
Clements, President

Top of Texas Medical Society, Borger, Texas .

Harris County Chapter, Association of American Physicians and
Surgeons, Houston, Texas

Santa Barbara County Chapter of AAPS, California

Coleman Clinic, Canton, Illinois

Tarrant County Medical Society, Fort Worth, Texas

1 have received telegrams and letters from individual citizens in
Hawaii, Louisiana, Iowa, Massachusetts, New Jersey, North Carolina,
South Carolina, Florida, Texas, Connecticut, Georgia, Nebraska, Wash-
ington, Oregon, California, Illinois, Ohio, Michigan, Arkansas, Maryland,
Virginia, Pennsylvania-—-—ail across the country, asking me to oppose this
appointment and to present my documentation. This is the Voice of
America urging that the Republic be preserved and that the course of
Welfare State expansion be blocked. This is the Voice of America asking
that the Senate of the United States shall not confirm the appointment of
Wilbur J. Cohen.

®* This page is not in my testimony, but indicates the kind of organizations which wiote and
telegraphed me. There are over 300 messages which I expect to insert in the hearings.
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(Dossier submitted by Dr. Shearon follows:)

DoCUMENTATION SUPPORTING TESTIMONY BEFORE THE SENATE FINANCE COMMITTER
ON THE APPOINTMENT OF WILRUR J. ConEN To BE ASSISTANT SECRETARY OF
HEW, DELIVERED BY MARJORIE SHEARON, EDITOR, CHALLENGE TO SOCIALISM, 1061

1. “Investigation of Un-American Propaganda Activities in the United States,”
committee print, appendix, part IX, Communist Front Organizations With Spe-
cinl Reference to the National Citizens Politieal Action Committee, Special
Committee on Un-American Activities, House of Representatives (78th Cong.,
2d sess., on 1. Res. 282, 6th sec., 1044, pp. 1684-1688). (“Washington Commit-
tee for Ald to China.”)

2. “China Ald Council,” (Loc. cit., 1044, pp. 1484-1403).

3. “Principles of & Nationwide Health Program, Report of the Health Program
Conference,” published by the Committee on Research in Medical Economics,
November 1044, 34 pages.

4. Letterhead of the Physicians Forum, Inc., August 27, 1045.

6. Minutes of meeting of the Physiclans Forum, Inc, November 15, 1045.

6. President Truman's health plan, 192 persons sponsor and pay for ad in
newspapers, December 4, 1040,

10?10 Lobbying activities of the Physicians Forum, Inc, January 20 and 27,

8. “Health Plan To Cover Everyone in Nation Urged by Dr. ’arran,” at meet-
Ing of Communist-dominated National Lawyers Guild. I. 8. Falk, Director of
Research and Statistics, Social Security Lioard, and Robert K. Lamb, legisla-
tive representative of the United Steelworkers of America (CIO), also addressed
the meeting. Washington Post, March 8, 1946,

0. Original letterhead of the Committee for the Nation’s Health, Inc.,, April
12, 1946, showing on reverse side 166 charter members with 92 having sub-
versive citations.

10. “War Doctors' Worries Discussed at Meeting of Physicians’ Forum,” the
Evening Star, Washington, D.C., June 7, 146.

11. “Health Insurance,” interiin report from the Subcommittee on Health and
Education to the Committee on Education and Labor, U.8. Senate, pursuant to
§ermteg§;mlutlon 62, Subcommittee Report No. 5, 70th Congress, 2d session,

uly 1 .

12. “Two Groups Selected To Launch 5-Year Hospital Program,” the Washing-
ton Post, September 12, 1946. Michael M. Davis, organizer of the Commmittee
for the Nation's Health, Inc., lobby, named to the Federal Hospital Council
under the Hill-Burton Act.

13. “At Last ¢ * * Here's a Bill for You!” ad in Daily Worker, Sunday
May 25, 1947, by Communist International Workers Order.

14. “Interim Report on Hearings Regarding Communist Espionage in the
U.8. Government,” investigation of un-American activities in the United States,
Committee on Un-American Activities, House of Representatives, 80th Congress,
2d session, Public Law 601, August 28, 1048.

15. “Administration Plans for Nationalization of Medicine, Emanating From
the House of Falk and Davis,” chart compiled by Marjorie Shearon, 1947, re-
vised June 1, 1949. Prepared to accompany testimony on H.R. 4312, 81st Con-
gress, 1st session, by Marjorie Shearon, editor, June 7, 1949,

10. Letterhead, Committee for the Nation's Health, Inc., June 27, 1932,

17. Officers of the Committee for the Nation’s Health, Inc,, 1946-52.

18. Interlocking subversion in Government departments. Report of the Sub-
committee To Investigate the Administration of the Internal Security Act and
Other Internal Security Laws to the Committee on the Judiciary, U.S. Senate,
83d Congress, 1st session, on Interlocking Subversion in Government Depart-
ments, July 30, 1953.

CuarLES KrRaAMER (KREVITSKY), espionage agent (pp. 2, 5, 20, 34) (testi-
mony at hearings, pp. 327, 339, 366, 371).

NATHAN GREGORY SILVERMASTER, espionage agent. (pp. 2, 3).

Joun J. Asr, espionage agent (pp. 2, 5, 33, 34).

NaTHAN WITT, espionage agent (p. 5).

LEE PREBBMAN, espionage agent (D.5).
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INYESTIGATION OF UN-AMERICAN PROPAGANDA ACTIVITIES IN THE
UNITED STATES

Special Committee on Un-American Activities, House of Representatives,
Seventy-eighth Congress, Second Session, on IHouse Resolution 282, to investl-
gate (1) th> extent, character, and objects of un-American propaganda
activities In ihe United States, (2) the diffusion within the United States of
subversive aad un-American propaganda that is instigated from forelgn coun-
tries or of n domestic origin and attacks the principle of the forin of govern-
ment as guaranteed by our Constitution, and (3) all other questions in relation
thereto that would aid Congress in any necessury remedial legislation

COMMITTEE PRINT

ApPpPENDIN--PART IN: COoMMUNIBT FRONT ORGANIZATIONS, WITH SPECIAL
REFVERENCE 170 THE NATIONAL CITIZENS POLITICAL ACTION COMMITTEE

S8IXTH SBKCTION

WASHINGTON COMMITTEE FOR AID 10 CCHINA

The Wushington Committee for Ald to China was afliliated with the Chinn Aid
Council,  For the Communist character of the China Aid Council, ree the index
for references to that parent organization.

On exhibit No. 1 it will be noted that Frederick V. Field was one of the featured
spenkers of the Warshington Committee for Aid to Chinn.  Field, according to
this announcement, was officer in three other Communist-front enterprises,
namely, Amerasin, the Institute of Pacific Relations, and the American Peace
Mobilization. In his speech (see exhibit No. 2), Field urged “the withdrawal
of aid from England.” It should be remembered, in this connection, that Field's
speach was delivered (February 11, 19041) during the period of the Stalin-Hitler
pac: when the Communists in this country—and the world over—held that Eng-
land’s side in the war was in no way preferable to that of Hitler's Nazis.

The China Aid News, a monthly bulletin published by the Washington Com-
mittee for Aid to China, carried on energetic propaganda for the Communists in
China.

On August 7, 1941, a subcommittee of the Special Comnmittee on Un-American
Activities took extensive testimony on the Communist control of the Washington
Committee for Aid to China. It was, for example, established by original docu-
ments that the Washington Committee for Aid to China had entered into a typical
Communist maneuver with the National Negro Congress in a concert given by
Paul Robeson at the Uline Arena in Washington, D.C., April 25, 1041. Not even
the executive committee of the Washington Committee for Ald to China was
apprised of the arrangement entered into by its leaders whercby the National
Negro Congress wus to share 50-H0 in the proceeds from the Paul Robeson con-
cert. Consequently, two different sets of advertising matter for the Robeson
concert appeared. One set sald “Paul Robeson sings for China at the Uline
Arena, Friday evening, April 25, sponsored by the Washington Committee for
Aid to China.” The other set, obviously designed for distribution among
Negroes, said “Paul Robeson sings for the Negro people at Uline Arena, Friday
evening, April 25, under .the auspices of the National Negro Congress.” (For
a transeript of the testimony on the Washington Committee for Aid to China,
se¢ executive hearings, Special Committee on Un-American Activities, pp. 2361~
2390.) :

The rescarch staff of the Special Committee on Un-American Activities pre-
pared a tabulation showing the extensive interlocking of personnel of the Wash-
ington Bookshop, the Washington Committee for Democratic Action, the
American League for Peace and Democracy, the Washington Committee for Aid
to China, and other Communist-front organizations. As introduced into testi-
mony on August 7, 1041, that tabulation was as follows:

“Mr, MANDEL. The first on my prepared list i8 Frederick A. Blossom, also
known as F, A. Blossom. He lives at 125 Fifth Street NE., and is employed by
the Library of Congress.

“He is a member of the Washington Bookshop; Washington Committee for
Democratic Action; translator, the Toiler ; member, American League for Peace
and Democracy; member, League of American Writers; member, Nonpartisan

67514—61——18
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Committee for the Reelection of Congressman Vito Marcantonto; and a member
of the Washington Committee To Ald China.

“Charles Bragman, Post Office Box 236, Franklin Station, iz employed by the
Railroand Retirement Board. He is a member of the Washington Committee for
Democratic Action; member, American League for Peace and Democracy; and
a wember of the Washington Committee To Ald China.

*L. D. Brandein, 2205 California Street NW., Associate Justice, U.S. Supreme
Court, retired. He is a member of the Washington Boukshop and the Wash-
ington Committee To Aid China.

“Leon J. Brodsky, also known as L. J. Brodsky, 1508 R Street NW,, is a
member of the Washington Committee for Democratic Action, the Washington
Committee To Ald China, and sent greetings to the Soviet Union Sunday
Worker.

“Phil Brown, also known as Phillip Brown, lives at 26 Enet Crescent Road,
Box 883, Greenbelt, Md.. and 1713 I Street. NW., employed by the Farm Security
Administration. He is a member of the Washington Committee for Democratic
Action, a member of the American League for Peace and Democracy, a member
of the Washington Bookshop, a mewmber of the Washington Committee To Ald
China.

“Fva Budd, alins Eva Buddnowilz, lives at 1630 R Street NW., and is a mem-
ber of the Washington Bookshop: & member of the Washington Committee for
Democratic Action: a member-at-large of the executive comniittee, American
Teague for Peace and Democracy, Washington Branch ; gecretary, National Fed-
eration for Constitutional Liberties; member, Provisional Committee for a
Washington Committee for Democratic Rights, and a member of the Wash-
ington Committee To Ald China.

“Charlotte Burns, 1305 10th Street NW.; clerk, Post Office Department; is a
member of the Washington Committee for Democratic Action; a member of the
Washington Bookshop; publicity chairman, Washington Committee To Aild
China ; member, American League for Peace and Democracy, and a member of
the Washington Committee To Aid China. -

“Wilbur J. Cohen, New Cut Road. Rural Free Delivery No. 3, Bethesda, Md,,
employed by the Social Security Board, is a member of the Washington Com-
mittee for Democratic Action, member of the YWashington Bookshop, and a
member of the Washington Committee To Aid China.

“Mrs., Lyle Cooper, also Mrs. Helen A. Cooper, 4031 Butterworth Place NW.,
is employed in the Department of Labor. She is a member of the Washington
Committee for Democratic Action; member of the American League for Peace
and Democracy ; member, Washington Committee for Aid to Ching, and a me-
ber of the Washington Bookshop.

“Bertram Diamond, 3620 16th Street NW. and 2138 F Street NW.,, is a mein-
ber of the Washington Committee for Democratic Actlon and a member of thu
Washington Committee for Aid to China.

“I1. H. Douglag, alko Henry H. Douglas, 1622 18th Street NW. and 2019 O
Street NW., is employed in the Library of Congress. He is a member of the
Washington Committee for Democratic Actlon. a member of the American League
for Peace and Democracy, and a member of the Washington Committee for Ald
to China.

“Tilford E. Dudley, 2010 Kalorama Road NW,, employed as an examiner by
the National Labor Relations Board, is a member of the AWashington Committee
for Democratic Action, & member of the Washington Bookshop, and a member
of the Washington Committee for Aid to China,

“Willard Friedman, also Willard Freedman, 5740 Colorado Avenue NW. and
2019 North Smythe, Arlington. Va., is an economist in the Department of Labor.
He ir a2 member of the Washington Commiitee for Democratic Action, a member
of the Washington Bookshop (Mrs. Friedman), and a member of the Wash-
ington Committee To Aid China.

“Alexander Gall, 2656 156th Street NW., is employed as an analyst, Social
Security Board. He is a member of the Washington Committee for Democratic
Action, a member of the American League for Peace and Democracy, and a
member of the Washington Committee for Aid to China. ,

“Sarah Ginsberg, 3051 Idaho Avenue NW. and 3000 39th Street NW,, is em-
ployed as an economist, Department of Labor. She is a member of the Wash-
ington Bookshop, 1 member of the Washington Committee for Democratic Action
and a member of the Washington Committe for Aid to China.

“Anna Goodman, also Ann Goodman, also Mrs. Ben Allen, 2225 N Street NW.,
is employed in the General Accounting Office. She is a member of the American
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league for Peace and Democracy ; 1 member of the Washington Committee for
Democratic Action, and a member of the Washington Committee to Aid China.

“Robert Greenberg, also R. Greenberg, 1618 17th Street NW., is employed as
an economist, Department. of Labor. He is a member of the Washington
Bookshop ; member of the Washington Committee for Democratic Action; is a
member of the American League for Peace and Democracy; sent greetings,
Dally Worker, Sth anniversary and is a member of the Washington Committee
for Aid to China.

“Leroy Halbert, 1430 Park Road XVW., ix a member of the Washington Com-
mittee for Democratic Action; u member of the Washington Bookshop, and a
member of the Washington Committee for Aid to China.

“Robert Handschin, also Robert Handschen, 960 Randolph Street NW. and
4225 24 Road, Arlington, Va., is member of the Washington Committee for
Democratic Action; is a member of the Washington Bookshop; and is a member
of the Washington (‘unnnim-e for Ald to China.

“Seymour H. Howard, 1720 10th Street NW., is a member of the Washington
Bookshop, i8 a member of the Washington Committee for Democratic Action,
und is a member of the Washington Committee for Ald to China,

“Dorothy Jacobson, 736 224 Street NW., is a menmer of the Washington
Bookshop; is a member of the Washington Committee fer Aid to China ; bulletin
chairman of the Washington Committee for Aid to China, is a delegute from
UFWA to Washington Committee to Aid China.

“Madeline Jaffe, 3020 Tilden Street NW,, 1869 Mintwood Place, is employed
as a statistician in the Deparmment of Agriculture. She is a member of the
Washington Committee for Democeatic Action, is a member of the Washington
Bookshop, 1 member at large, executive council of Washington Committee for
Ald to China, and a member of the Washington Committee for Aid to China.

“Mercer Johuson, also Mercer G. Johnston, 1233 Madison Strest NW., and
2015 Klingle Road, is employed as an REA assistant division director, Depart-
ment of Agriculture. e is a member of the Washington Book=shop, s 2 member
of the Washington Committee for Democratic Action; is a member of the
Ameriean League for I'eace and Democracy ; and is a member of the Washington
Committee for Aid to China.

“Anna Louise Jones, 1312 18th Street NW., is employed as a stenographer
in the Department of Labor and is secretary of the UFWA Local Labor No, 12,
She is a member of the Washington Committee for Democratic Action, is a mem-
ber of the American League for Peace and Democracy, and is a member of the
Washington Committee for Ald to China,

“Ogden Keller, also Ogden A. Keller, 310 East-West Highway, Chevy (‘hase
Md,, is employed in the Libravy of Congress. He is a member of the W aahlngtun
Commlttee for Democratic Action, is a member of the American League for Pence
and Democracy, is a member of the Washington Bookshop (Mrs.), and {8 a
member of the Washington Committee for Aid to China.

“Mrs. Ogden Kelley, also Mrs. Ogden A. Kelley, 310 East-West Highway,
Chevy Chase, Md., 2300 Californin Street NW., is a lawyer, Senate Interstate
Commerce (‘fommittee. She Is a member of the Washington Bookshop, a mem-
ber of the American League for Peace and Democracy, and a member of the
Washington Committee for Aid to China.

“Muriel R. Koenigsberg, 1380 Fort Stevens Drive NW., is employed by the
Civil Service Commission She is a member of the Washington Committee for
Democratic Action; is the executive secretary, Washington Committee for Aid
to China, and a member of the Washington Committee for Aid to China.

“Hunter Morrison, 2019 O Street NW., 1713 Riggs Place NW,, and 1408
Hopkins Street NW,, is employed in the Department of Agriculture. He is a
member of the Washington Bookshop, is a member of the Washington Commit-
tee for Democratic Action, and is a member of the Washington Committee for
Aid to China.

“David B. McCalmont, Jr., also D, B, McCalmont, Jr., 1615 New Hampshire
Avenue NW,, attorney, National Labor Relations Board. Ie is a member of
the Washington Bookshop, is a member of the Washington Committee for Demo-
cratic Action, Is a member of the American League for Peace and Democracy,
and is a member of the Washirgton Committee for Aid to China.

“Michael H. Naligles, also M. H. Naigles, 3649 Veazy Street NW. He is a
member of the Washington Committee for Democratic Action; is a member of
the American League for Peace and Democracy; chairman, finance committee,
Amerlican League for Peace and Democracy, Washington branch nnd is a mem-
ber of the Washington Committee for Ald to China,
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“Eleanor Nelson, also Eleanor Robinson Nelson, 532 17th Street NW. and
700 Thayer Avenue, Siiver Spring, Md. She is A member of the Washington Com-
mittee for Democratic Action; is secretary-treasurer of the United Federal
Workers of America; discussion leader, Natlonal Negro Congress; speaker,
Washington Labor Pence Committee ; member of Woman's Trade Union League;
a member of the Washington bommittee To Aid Spanish Democracy; United
Federal Workers; Communist Party; Soclalist Party; and is & member of the
Washington Oommlttee for Aid to China.

“Gail Richter, 4111 Third Road North, Arlington, Va. She is a member of the
Washington Committee for Ald to China and is & member of the Washington
Bookshop (Irving).

“Selma R. Rein, also Mrs. David Rein, 1737 New Hampshire Avenue NW.,

employed at National Labor Relations Board. She is a member of the Amerlcan
League for Peace and Democracy, is a member of the Washington Committee To
Aid China, is a member of the Washington Committee for Democratic Action,
and is a member of the Washington Bookshop.

“Isadore Salkind, also Isadore Salking, Everglades Apartments, 2223 H Street
NW., analyst, Department of Agriculture. Member, Washington Bookshop;
member, Washington Committee for Democratic Action; member, American
League for Peace and Democracy, and a member of the Washington Committee
for Ald to Ohina.

“Mary Scherr, 2127 California Street NW., Apartment 601. Olerk, Department
of Agriculture. Member, Washington Cominittee for Democratic Action; member
American League for Peace and Democracy ; and a member of the Washlngton
Committee for Aid to Chiua.

‘“Helen Stlvermaster, also Helen P. § :vermaster, Mrs, N. Oregory Silverinaster,
66515 30th Street NW. Member, Wasl.ington Committee for Democratic Action;
member, Washington Bookshop, ar.i a miember of the Washington Committee tor
Aid to China.

““Morton Stavis, S8even Locks Road, Bethesda, Md, and Route No. 8, Bethesda,
Md. Attorney, Federal Security Agency. Member, Washington Committee for
Democratic Action; member, Washington Bookshop; signer of telegram against
conscription, Lawy«rs Committee To Keep the United States Out of YWar, Emer-
gency . Peace Mobilization; candidate for delegate to national convention of
National Lawyers Guild ;' member of Washington Committee for Aid to China.

“George. Slaft, also George E. Slaff, 1640 Rhode Island Avenue NW. Federal
Prisons Gommlssion, Federal Power Commission, Securities and Bxchange Com:
mission. Member, Washington Bookshop; member, Washington Committee fér
Democratic Action; member, American Ieague for Peace and Democracy;
SpODSsOT, Washington Committee for Democratic Action; member, National Law-
yers Gulld; candidate for delegate to national convention of National Lawyers
Guild; member, Washington Committee for Aid to China.

“Horace Truesdale, also Horace W. Truesdale, 1936 K Street NW. Coordina-
tor, Departinent of Agriculture. Member, American Ieague for Peace and Democ-
racy ; chairman, executive committee, Washington Committee for Aid to China;
member-at-large, executive council, Washington Committee for Aid to China!
member, Washington Committee tor Democratic Action; member, Washlngum
Committee for Aid to China.

“Oscar J. Vago, 4117 North Fourth Street, Arlington, Vh. Engineer, Treasury
Department. -Member, Washington Bookshop; member, Washington Committee
for Democratic Action; member, American T.eague for Peace and Democracy,
and a member of the Washlngton Coinmittee for Aid to China. ‘

P, N, Whecler, also Donald N. Wheeler,:4118 Third Road, Arlington, Va.

Junior economic analyst, Department of Agriculture. Member, American League
for Peace and Democracy; member, Washington Committee for Democrutic
Action: member, Washington Bookshop; and a member of the- Washmgton )
Committee for Aid to China.
. “George Wheeler, aldgo George 8. Wheeler, Vienna, Va. - Ecoitomist, Départ-
ment of Labor. .:Member, Washington Bookshop; member—at-larse execlitive
council, Washington Committee for Af{d to China; member, Washington Comn-
mittee for ‘Democratic Action; member, American League for Pence and Demo('-
racy, and a member of the Washmgtcm Conmittee for Ald to China. -

“Wruest Wolfe, also Ernest J. Wolfe, 421 College Avenue, College Park, Md.—
1834 Hye Street NW. : Soclal Security Board. Member, Washington Bonkshop,
member, Washington Committee -for Democratic Action; member, Ameriean
League for Peace and l)emocmcy, and a member of the Wushlngton boullxlllttee
for Ald to China.
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“Helen Wood, 1916 G Street NW. Department of Labor. Member, Washing-
ton Committee for Democratic Action; member, American League for Peace and
Democracy, and a member of the Washington Committee for Aid to China,

“Arthur H. Wyman, 1308 16th Street NW. Analyst, Department of Labor.
Member, Washington Committee for Democratic Action; inember, American
League for Peace and Democracy, and a member of the Washington Com:mittee
for Aid to China. )

“Sidney Rapke, 3204 Otis Street, Mount Rainier, Md. Clerk, Department of
Labor. Member, American League for Peace and Democracy; member, Wash-
ington Committee for Aid to China. .

“Samuel Koenigsberg, 1380 Fort Stevens Drive N\V. Attorney, Securities and
Exchangs Commission. Member, Washington Bookshop; member, ‘Washington
Committee for Democratic Action; member, American ILeague for Peace and
Democracy, and a member of the Washington Committee for Aid to China.

“Mrs. Donald Wheeler, also Mary Wheeler, 4118 Third Street, Arlington, Va.
Member, Washington Bookshop; member, \Washington Committee for Democrati¢
Actlon ; member-at-larg=, executive council, Washington Committee to Aid China.

“Charles Coe, Washington Committee to Aid China, member-at-large, executive
council ; leaflet, China Ald News, June 1940.

“Oharles J. Coe, member, American Peace Mohilization, signer of call call to
American People’s Meeting, New York City, April 5-6, 1041 ; member, Wnshing—
ton Lommittee for Democratic Actlon, 327 Willard Avonue, Frlendship Heights,

C ”

ExnisiT No. 1

] {Smmwms TO JAPAN
ST ' ' -
! AINING AGGRESSION

Does the United States have a Far Eastern pollcy?
Are we now alding China or Japan? g v
How effective are U:S. loans to China?

. What should be America’s aims in the Far East?

HEAR a lively dist,ussion of these queations bu

Owen J. Lattimore, Author of Inner Asian Frontiers of China; Director of the
s School of International Affairs, Johns Hopkins I “

Frederkk V. Field, Bditor of Amemsia Board of Trustees of the Institute of
Pacific Relations Executive Secretary, American Peace Moblllzatlon

Mortimer Grayves, Administrative Secretary, American Council of Learned
. 8gcieties; Chairman, Washington Committee for Aid to Chlna '

Tuesday Fve February 11 at 8:16 P.M., First Baptist Ghurch 16th and O Sts..
' i NW‘

Admisslon 25¢ :
v e Waahmgton Committee for Ald to Clilna . .. i %
Be 1410 H 8t.,' N\V ——REpubllc 0865 o

=-Exnmrr No. 2 - e
. Lot . o ‘L . K .
Lu'rlnow, FIFLh SPEAK AT MEETING g

: Betore an audlence of 800 persons, ‘two outstandlng authorities alred qulte
different views on the war in the Far East. They were in agreement, however,
in condemming American, foreign policy toward ‘China and In urglng the aupport
:0of..the Chinese people..

. The two men, Owen J, L&ttiumre and Frederick V. Fleld, were the prinet al
speakerﬂ at a meeting sponsored by, the Washington Commlttee for Ald to C

at the First Baptist Church last month. Dr. Lattimore, director of the School
of International Affairs at Johns Hopkins, clalned that this country, although
pledged to become the “arsenal of democracy,” has, in fact, been the “arsenal of
aggression”. Despite the lack of assistance from the democracies, China has
held her ground amagzingly well.
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PRINCIPLES OF A NATION-WIDE HEALTH PROGRAM

REPORT OF THE HEALTH PROGRAM CONFERENCE

Will W. Alexander, Chicago Basil C. MacLean, M.D., Rochester,
E. W. Bakke, New Haven N.Y.

Solomon F. Bloom, New York Qerald Morgan, Hyde Park, New York
Ernst P. Boas, M.D., New York Frederick D. Mott, M.D., Washington
J. Douglas Brown, Princeton, N.J. George $t. J. Perrott, Washington
Allan M. Butler, M.D., Boston John P. Peters, M.D., New Haven
Hugh Cabot, M.D., Boston Kenneth E. Pohlmann, Washington
Dean A. Clark, M.I,, Washington Kingsley Roberts, M.D,, New York
Michael M. Davlis, New York Barkev 8. Sanders, Washington

I. 8. Falk, Washington Gertrude S8turges, M.D,, \Wakefield,
Nathaniel W. Faxon, M.D., Boston R.1.

Channing Frothingham, M.D., Boston Florence C. Thorne, Washington
Frang Goldmann, M.D., New Haven J. Raymond Walsh, Washington
Herman A, Gray, New York C. E. A. Winslow, New Haven

Alan Gregg, M.D., New York Edwin K. Witte, Madison, Wisconsin

William Haber, Aun Arbor, Michigan

This report, by its 20 sponsors, is published with the cooperation
of the Committee on Research in Medical Economics. Through the
committee, arrangements were made for the meetings of the Con-
fernce and of subcommittees, in the autumn of 1943 and 1944,

The expenses of the Conference and of this publication were met
by gifts contributed for this purpose. The sponsors ucknowledge
with appreciation the generosity of these donors,

PRINCIPLES OF A NATIONWIDE IIEALTH PROGRAM

It is however feasible and desirable to start with broad coverage. The gerv-
ices available will be at least as good in each area as those to which the pop-
ulation of that area has been accustomed. Furthermore, broad coverage would
stimulate the Improvement of facilities and personnel, and therefore of the
quality of care.

A national health program should therefore include, in its coverage, all or
most of the population. If the health program is established as part of a gen-
eral system of soclal security, this system should include all insured employed
and self-employed persons and their families, and indigent and other persons
who, because of employnient or income status, are not directly eligible to the
insurance systein,

Among such persons are those who are legally dependent on State or local
governments, or who receive federally supported assistance, or who for other
reasons are ineligible for social inserance benefits when they require medical
care. Such persons should as far as possible obtain medical gervices from
the same sources and under the same conditions as beneficiaries of the insur-
ance system. Payment should be made in behalf of these persons by the local,
State, or national agencies responsible for them.

There is at present a tendency for a double system of medical care to develop:
(1) a poor-man’s system supported by taxation, under welfare departments and
other governmental auspices, and restricted to indigent and other needy per-
gons; (2) an Insurance system for employed persons and their famnilies, sup-
ported by payments from them and sometimes from their employers also.

The second group is potentially very much the larger. Medical eficiency and
economy and general social considerations are agninst a double and in favor
of a unifled system.

Finances: The chief support of a nationwide system of medical care should
be contributory insurance required by law, with the amounts of payment from
employees, employers, and self-employed person.s related to the earnings of the
contributors, combined with support from general taxation.

It is considered by some that general taxatlon provides a more flexible and
theoretically more desirable method of distributing the costs of medical care
among large groups of people and over a period of time. An income tdax ear-
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marked for medical purposes has been suggested. Ax a practical program, how-
ever, primary use of the contributory principle is recommended for financial
and other reagsons.

One member wishes to emphasize his belief that the insurance method ig for
those employed and self-supporting, and the taxation method for those who are
not employed and who need assistance,

As stated previously, the insurance principle, appiled to medical costs involves
the utilization and organization of expenditures to which the people are already
accustomed. Furthermore, the contributory principle makes service a right and
dissoclates 1t from the onus of charity. If the nationwide health program is
associated with the other branches of sccial security, coverage for the medical
services can be made identical with, or broader than, coverage for old-age and
survivors insurance, with no additional machinery or expense required,

We agree with the recent statement of the International Labour Office, that
medical care should be “provided without qualifying conditions as to payment
of contributions or taxes and without means test.” Tax-supported medical care,
however, 18 associated with dependency in the minds of most people in this
country. The extension of tax-supported medical care would have to proceed
gradually for financial and political reasons, and would be likely to proceed
from dependent aud low-income groups upward, and to be held back at each
stage by demands from sectlons of the public and of the medical profession for
an Income limit and a means test. Broad coverage can be more effectively
maintained through the contributory principle.

-

THE PnrYsICIANB ForuM, INC,
New York, N.Y., August 27, 1945.

DeAn Friexp: The Physiclans Forum is glad to send you the enclosed copy.
of a rew pamphlet, For the People's Health. This pamphlet, on the all-
important issues of the Wagner-Murray-Dingell bill, is one which we believe you
will want to read and help to distribute. It tells the facts about the health
needs of the American people and how they can best be met.

Enclosed also is a copy of a summary of the provisions of the Wagner-Muriay-
Dingell bill.

A complete analysis of the bealth provisions of the Wagner-Murray-Dingell
bLIll will soon be available aia may be ordered from this office.

For the People’s Health was prepared by Pamphlet Press, a division of Reynal
and Hitcheock, and is illustrated by Crockett Johnson, noted artist. You may
order small quantities of the pamphlet from tbis office, free.

An organization may make arrangements to issue For the People's Health
with its name and statement on the back cover, in quantities of 5,000 or more.

The Physicians Forum is also prepared to assist you or any organization
intcrested in promoting passage of the Wagner-Murray-Dingell bill by furnish-
ing press releases for local newspapers, recommending speakers for conferences
or mass meetings and in other ways. We hope that you will call on us for belp.

Sincerely yours,
Eenst P. Boas, M.D,,
Chairmasi.

MiNuTES oF MEMBERSHIP MEETING AT THE HOTEL LOMBARDY, THURSDAY,
Noveymper 15, 1946

Chairman, Dr. Ernst P. Boﬁs

A. A list of new applicauts for membership was read and all were unanimously
elected. The following States were represented : California, Connecticut, Idaho,
Illinols, Massachusetts, Maryland, Missourl, New Jersey, New York, Ohio, Vir-
ginia, Washington, D.C., and West Virginia. ,

‘B. Treasurer's report: Dr. S8idney M. Greenberg stated that a special grant of
$10,000 had been given to the forum for the promotion of the Wagner-Murray-
Dingell bill. It has enabled us to add office staff. The major part of this fund
has aiready been spent, This grant was specifically for work on this legislation
and had not been used for generai activities. to

"1t 18 evident from the expanded program of 89"%‘;‘;, that the Physicians Forum
must have a substantially ificreased budget. niques for ralsing such &,
budget have been discussed by the executlve committee,
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C. Activities report:

I. Pamphlet: For the People’s Healtli: Dr. Boas reported that in addition
to the speclal grant of $10,000, another grant was given to the forum of $1,500
which enabled us to print 50,000 copies of the pamphlet, “For the People's
Health"—49,000 of these have already been distributed. These pamphlets
have been sent to social work agencies, nurses' associations, political action
committees, trade unions, women's clubs, schools and universitles and to key
individuals throughout the country. Many letters of commendation have reached
the office about the pamphlet.

The CIO purchased 5,000 copies of the pamphlet, “For the People’s Health,"”
and the A.F. of L. purchased 10,000 coples. These carry the imprints of their
respective organizations and the pamphlets are being distributed by them as
samples to their affiliates.

The Northern California Union Health Committee purchased 5,000 coples
with their own imprint. Other large organizations, trade unions, ete., are con-
sldering placing similar orders.

To fill the many requests from individuals and agencies unable to place
quantity orders as described above, it is of the utmost urgency that we have
another edition of this pamphlet. From the correspondence reaching the office
dally, it is apparent that great Interest has been engendered among groups
who had not previously given the subject of national health insurance much
thought but who are now eager to acquaint their memberships with the health
needs of the American people.

Widespread publicity has been given the pamphlet both through newspapers,
bulletins, and publications of other agencles.

I1. Speakers' manuel: Dr. Harold Aaron, chairman of the speakers’ service,
has prepared an extensive speakers’ manual which contains the fundamental
facts on_national health insurance, outlines of suggested talks and comparative
data on the health insurance systems of other countries. This manual should
be of the greatest value in developing more speakers within the forum itself
and serve as a guide to teachers and persons in all flelds allied to medicine.
Many requests for copies of the mannal have already reached the office and
we hope that within a short time it will be ready for distribution.

II1. Speakers’ service: Dr. Harold Aaron in reporting on the talks which
the forum has given since August, stressed the need for more members to take
part in this activity. The burden of fllling these requests has fallen on a few
members. In additlon to 15 speaking engagements ranging from New York
to Chicago and south to Maryland, 4 radi¢ programs were arranged over major
networks. It was further stated that a significant development was the in-
crease in invitations for speakers on national health insurance from medicatl
schoold. It is earnestly hoped that with the aid of the speakers' manual there
will be more participation of members in all areas throughout the country.

IV. Conferences: Dr. Boas pointed out that the forum has been meeting with
many organizations in an effort to activiate their interest in national health
insurance. In New York City conferences have been held with representatives
of natlonal organizations such as the American Assoclation of Social Workers
and with other professional, religious, and labor groups.

The American Association of Social Workers has gone on record actively sup-
porting the Wagner-Murray-Dingell health bill and joint conferences have been
arranged with Physicians Forum members as speakers. .,

V. Comprehensive analysis: It was announced that a comprehensive analysis
of the health provisions of the Wagner-Murray-Dingell bill is being prepared.
Requests for this have reached the office and it is hoped that the analysis will be
ready for distribution within a few weeks.

VI Articles: The November issue of Reader’s Scope (circulation 500,000)
oarried an article by Dr. Brnst P. Boas entitled “America’s Greatest Oppor-
tunity{’ ' The forum received 5,000 reprints of this article which already have
heen d tributed and du e to the great demand for copies, we are negotiating with
Reader’s Scope for an additional 20,000 copies. Many complimentary letters
have reached the office regarding this article. It has been reprinted in many
publications throughout the couniry such as the Louisville Courler-Journal,
Minnesota Labor, official publication of the CIO State. Council of Minnesota.
QOther .organizations have purchased reprints in quantities of 5,000 for distribu-
tion to their own membership.

. The November issue of the magazine, Tomorrow, carried an article, ‘The Peo-
ple, the Physician, and the Health of the Nation,” by Dr. Ernst P. Boas. A plan
for more articles on varlous aspects of the Natlon’s health is now. under
consideration.
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The CIO and A.F. of L. have asked for a series of health articles for publica-
tion in their newspapers. A special committee was appointed—Dr. Martha
Mendell, chairman; Dr. Theodore Sanders and Dr. Albert Parets to plan these
articles. They are now in preparation. ~

Dr. Richardson is preparing an article for the Federationist, oﬂicial magazine
of the A.F. of L., It was stated that one article had already appeared in the
June issue of this publication, written by Dr. Miles Atkinson.

Other articles on national health insurance have been written by forum mem-
bers for the following publications:

The Compass—November issue—official publication of the American Associa-
tion of Social Workers; prepared by Dr. Martha Mendell and entitled “A Pre-
scription for Health Security.”

The Intercollegian, official publication of the National Intercollegiate Christlan
Council, December issue; prepared by Dr. Theodore M. Sanders and entitled
“Who Shall Decide, When Doctors Disagree.”

The December issue of the Fraternal Outlook, official publication of the IWO
is carrying an article by Dr. Ernst I’. Boas.

Another article is being prepared for Notes and News, publication of the
Council of Jewish Federations and Welfare Funds.

VII. The problem of the returning veteran-physician: Dr. Greenberg proposed
to the membership that the problem of the returning veteran-physician merits
action by the forum. This subject has been discussed for many weeks and he
offered a resolution containing recommendations for a program to be drafted
The salient features of such a resolution are as follows:

(a) More rapid demobilization of physicianss from the armed services,

(b) Office space for doctors who wish to resume practice.

(¢) Loans at low interest rates so that physicians will be financially equipped
to resume practice.

(d) Priority to returning veteran-physicians for surplus property of a medical
nature,

(e) Increased opportunities for graduate study for those who are interested
(interneships, residencies, ete.).

Dr. Greenberg asked that the membership consider these general recommenda-
tions, After full discussion by the members present, it was suggested that the
problem of registration be included in the list of recommendations. The resolu-
tion was approved and the executive committee authorized to proceed along these
lines in arranging a program.

VIIL It was announced that Dr. Ieo M. Davidoff, attending neurological
surgeon at Montefiore Hospital, was elected chairman of the Bronx chapter of
the Physicians Forum,

IX. Dr. Boas reported that the forum had been invited to particiapte in a
number of conferences among the National Council of Scientific, Professional,
Art, and White Collar Workers who are planning to meet in Washington in
January. The steering committee had recommended that this invitation be ac-
cepted and that the membership vote its approval. The approval was given.

X. S. 1318: A committee has been studying <4is bill. Dr. Martha Mendell is
preparing a summary of it,

XI1. Members of the Bronx chapter brought up for discussion the minimum
desirable working standards for physicians under a program of national health
insurance, It was suggested that the Bronx chapter work out these recommen-
dations in detail.

XII. Need for an increased budget for expanded activities of the forum:
The problem of an expanded annual budget for the forum was discussed. It
was stated that the steering committee and the executive committee had ap-
proved of the suggestion that a dinner be held which would focus attention on
the activities of the forum and enable the organization to raise substantial funds
for its expanded activities. The success of such a dinner would necessitate the
full participation of all forum members. It would have to be underwritten in
advance and sufficlent staff engaged to insure its success. After discussion on
this subject, it was moved that the executive committee be authorized to under-
take such a project.

87514—61——14 T o )
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PRESIDENT TRUMAN'S HEALTH PLAN WOULD INCREASE PRODUC-
TIVITY, REDUCE DISEASE, BAVE LIVES

We Have ReEap His MEessacE 170 CoNeress——WE Enporse It

A NATIONAL EHEALTH PLAN

We have read and strongly approve Presldent Truman’s message proposing &
national health program. Many messages have been sent by Presidents ‘on the
state of the Natlon,” but this is8 B mesesage on the state of the peqple of this
Nation, the first full-length Presidential message on health ever submitted to
Congress.

o TO BE ADMINIETERED LOCALLY

We commend this plan for natlonal health insurance to be administered
locally, with free choice of doctor and hospitals for the people and professional
freedom for physiclans. This 1s a thoroughly American plan, consistent with
our tradition of using Government fo aid the people In doing things. for them-
selves. We agree with the President that voluntary health insurance will not
“meet more than a fraction of our people’s needs.”

NOT “SOCIALIZED" MEDICINE

‘We agree also with his statement that: “The American people are the most
insurance-minded people in the world. They will not be frightened off from
health insurance because opponents have misnamed it ‘socialized’ medicine.”

FEDERAL AID THROUGH BSTATES -

We support his recommendations for Federal aid through the States, for the
construction of hospitals, for medical research and education, for the care of
the needy, and for the extension of needed preventive, maternal and child heaith
services to every part of the country.

LEGISLATION BY OONGRESS

We would llke to see the recommendations of the masgage promptly carried
out by Congress through legislation. This program will increase productivity,
reduce disease, and save llves., The income and the professional facilities of the
average physfclan will be improved. The benefits to the health of the American
people’ will far outweigh the costs; in faet, most of the costs are merely t.he
regularization of exiating expenditures

- We are glad that many groups, including organized labor, have already apv
gfglveid the prlnciples supported by the President. We,sign this endorsement as

vid
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WE Urce CONGRESS TO PROMPT ACTION

BIGNERS OF THE ENDORBEMENT

Gerard - Swope, Qeneral Electric Co,,
New York
David Sarnoff, president, Radio Corp.
of America, New York
Lessing J. losenwald, Sears, Roebuck &
Co., Philadelphia
Bernard Gimbel, president, Gimbel
Bros., New York
James Roosevelt, Los Angeles
Gardner Cowles, publisher, Des Moines
Barry Bingham, publisher, Louisville
Raymond Swing, radio commentator,
. New York .
Norman Oousins. editor, New York
Ce§u ll{Srown, res o commentabor, New
or
Albert D. Lasker, New York
F. 0. Watt, banker, St. Louis
Guy Emerson, banker, New York
Anna M. Rosénberg labor public reln-
tions consultant, New York
Mrs. 8idney Borg, New York
Edwin R. Embree, president, Julius
Rosenwald Fund, Chicago
George C. Hatch, general manager, In-
termountain Network Ogden, Utah
David Heyman, ﬂnanclor,«New York -
Fred M. Stein, banker, New York -
BEvans Clark, directer, Twentleth Cen-
tury Fund, New York
Howard L. Tlger, vice preddent, the
Permutit Co., New York
Elieabeth 8. Masee. Nationnl Gonsum-
ers League, Cleveland
Ted Patrick, advertising, New York
Henry L. McQarthy; Council of Amerl-
can Business, Washington .
Sidney Hollander, Baltimore
Samuel Rubin, président, Faberge, Inc B
-New. York .
W H. Weintraub advertlslng, New
York-
Willlam K Sherwood president. .North
%m&rlcan Mrade Oonsulmuts Ne;v
(]
V. YHelx(nty Rothstzhlld 2d; attomey, New
or
Morris; S. Rosenthal, -executlve vice
president, Stein Hall Co., New York
Ohester Rowell, editor, Snn Francisco
Judge Francis E. Rivers, New York
Frank Jaros, vice presment, Compolite;
Inc.,, Brooklyn - ..
Gex‘ald Morgan, Hyde Park, N. Y :
Paul L. Ross, formerly regional dlrec-
. tor, OPA, New York
Victor Roudln, International i‘heatri-
- cal & Televialen. Corp., New York:::
Helen Hall, Henry Street Settlemant,
I New Xork et
Mayer ,Parodneek. pmsident,,()onsumf
§5F:mem Milk . Goop.,  New,
‘Or. . ,'f': ;

Paul Kellogg, editor, New York

Percy 8. Brown, Good Will Faund,
Bosaton

nglam Morris, theatrical agent, New

ork

Mady Christians, actress, Connecticut

Victor Trasoff, artist, New York

Irving Caesar, autbhor-composer, New
York

John Cromwell, firm director, Beverly
Hills, Calif, :

Thomas Craven, art critic, New York

Agnes Bmedley, writer, Saratoga
Springs, N.Y,
Alexi Maleff, composer, Saratoga
S8prings, N.X.
Fiorello H, LaGuardia, mayor, New
York City. -

James M. P'atton, National Farmers
Union, Denver.

Caroline Dudley Morgan Smith Whlte
Cranbury, NJ. .- .

Alma Clayburgh, singer New York.

Arthur Schnabel, pianist, New York.

Edward Chodorov, playWright New
York. .

Eliott Nugent, actor, New York. -

Fredric March, actor, New York.

Rex Stout, wrlter, New York.

Carl Van Doren, author, New York.

Hans Rademacher, educator, Swarth
more College.

John A.fKingsbury, Woodseock, N. Y. .

Leonard Bermstein, composer and con-
ductor, New York.

Ice Brtdy, attress, New York. A

Leopold Mannes, musician, New York

Normah Corwin; writer:nand producer,
New York.

Dorothiy Norman, columnlsh New York.

Thomas Manu, “rlber Suntn Momcu,
Crlif. .

Morris Llewellyn 'Oooke, comulting en-
+ gineer, Wasnbington. -.:.; - ;

Adele Rosenwald Levy, New York. ’

Waldaoty Olark, oomumnc englnoer.
Npw:Yeork, . -

John D. Black, enonomlzt., Hurvard Unl-
versity.

Meax Itadin, professor.of lnw, Univw
sity of California. . .

Charies H. Merriath, 'polltleal sclenﬂsb,
University of Chicago..i:. i

Bartley Crum, attorney,- San Ftancim

Y0 J. Linder, Attorney, New York.:: i

Martin ;. Popper, ! Vaﬁon&l i:awyen
Guud. ‘Washington.

Wiuiam f Heo, Roemr, umathemutlchn.
Washington Universit), 8t.:Louls. !/

C. Fayette ‘Tuylor, iéngineer, Massachid
‘setts-dnstitate of (Mechwblogy: i i1

Meyer Bemwn, Und&sheﬁl wxew
Xonl! {01 S Ty fo B
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WE Urce CongRES8S TO ProumpPT AcCTION—Continued

S8IGNERB OF THE ENDORSEMENT-—continued

Rev. William O. Easton, Council of

" Christian Education, Philadelphia.

Robert W. Kenny, attorney general,
of Sacramento, Calif.

Hunter Delatour, president, Brooklyn
Bar Association.

Paul A. Dodd, economist, University of
California, Los Angeles,

Michael M. Davis, medical economist,
New York.

Samuel C. May, political scientist, Uni-
versity of California.

Stephen P. Duggan, educator, New
York.

Aaron Copland, composer, New York.

Leonard Erlich, writer, Saratoga
Springs, N.Y.

Roger N. Baldwin, American Civil
Liberties Union, New York.

Neil Lieblich, state war ballot commis-
sion, New York,

Ernest A. Hauser, chemist, Harvard
University.

John Eric Hill, Museum of Natural His-

- tory, New York.

F. D. Patterson, president, Tuskogee
Institute, Alabama.

Roswell G. Ham, president, Mount
Holyoke College, Mass.

William O. Dwyer, mnyor-elect, New
York City.

Jo Davidson, sculptor, New York,

John Dewey, educator, New York.

Vilhjalmur Stefansson, explorer, New
York.

Channing Frothingham, M.D., Boston.

Alice Hamilton, M.D., Hadlyme, Conn.

Harry A, Millis, economlst, University
of Chicago.

J. Douglas Brown, economist, Princeton
University.

Charles 8. Johnson, soclologist, Fisk

. Unliversity, Nashville,

Edwin E. Witte, economist, Madlson,
Wis.

Justice Hubert Delaney, New York.

Nedwin Smokler, attorney, Detroit,

Robert 8. Lynd, sociologist, Columbia
University.

William F. Ogburn, soclologist, Univer-
sity of Chicago.

John P. Peters, M.D.,, New Haven.

Allan M. Butler, M.D., Boston.

Ernest P. Boas, M.D.,, New York.

R. M. Walls, D.D.S.,, Bethelehem, Pa.

John Oppie McCall, D.D.S., New York,

Thomas G. Addis, M.D., San Francisco.

Frank Goldmann, M.D.; New Haven,

Mary Dublin Keyserling, Washington.

Kingsley Roberts, M.D;; New York.

Harold M, Phillips, attorney, New York

N. Kobrin, D:D.8;; New York. = -

Alfred Walker, D.D.8., Miami Beach.

M:lnrv:ln C. arrison, attorney, Cleve-

and.

Benjamin Algase, attorney, New York.

Alfred J. Asgis, D.D.S,, New York.

Rev. Stephen H. Fritchman, Boston.

Basll G. Bibby, D.D.8., dean, Tufts Den-
tal School, Boston.

John A. Slade, attorney,
Springs, N.Y.

Justice Arthur P. McNulty, New York.

Abel Wolman, Ph. D., Baltimore,

Bertram M. Bernheim, M.D,, Baltimore.

C.-E. A. Winslow, Ph. D., New Haven.

Russell Davenport, author, New Haven.

Ray Stannard Baker, historilan, Am-
herst, Mass.

Stuart Chase, author, Connecticut.

Ulric Bell, writer, New York.

Robert Ardrey, playwright, California.

Henry Billings, artist, New York.

Louis Adamic, writer, New Jersey.

William Zorach, sculptor, New York.

Lowell Mellett, columnist, Washington.

Louis 8. Welss, attorney, New York.

Louis F. McOabe, attorney, Philadel-
phia.

Agnes H. Schroeder, medical soclal
worker, Cleveland.

Theron Bamberger, theatrical producer,
New York.

Kermit Bloomgarden, producer and
manager, New York.

Hope 8. Bagger, teacher-writer, New
York.

Jules J. Justin, public member, War
T.abor Board, New York.

Bertha C. Reynolds, social worker, New
York.

Ethel H. Wise, New York.

Kurt Adler, opera conductor,
York.

Henry Seidel Canby, literary ecritig
New York.

Tika Chase, writer, New York.,

Mrs. Franklin D. Roosevlt, New York.

William Rose Benet, editor and writer,
New York.

Ralph Barton Perry, educator, Harvard
University.

Mary K. Simkhovich, Greenwich House,
New York.

Gertrude F. Zimand, National Child
Labor Committee, New York.

Rutli Emerson, medical social worker,
Chicago.

Johannes Steel,
New York. .,

Ben Grauer, -radio announcer, New
" York.

Saratoga

New

radio commentator,

'| Sigmund Spaeth, musician, New York.

Mare Connelly, playwrlght, Néw York.
Leland. Stowe, radlo commentator. New
York.
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‘WB Urce Conceess T0 ProMpT AcTroN—Continued

SIGNERS OF THE ENDORBEMENT—coOntinued

Quincy Howe, radio commentator, New
York.

William 8. Gailmor, radio commentator,
New York.

Barbara N. Armstrong, professor of law,
University of California.

Donald Dushane, educator, Washington.

Mary McLeod Bethune, president, Na-
tional Council of Negro Women,
Washington.

Fanny Hurst, writer, New York.

Charles H. Colvin, engineer, New York.

Bart J. Bok, astronomer, Harvard Uni-
versity.

Michael Heidelberger, biochemist, Co-
lumbia University.

Carolyn S8lade, novelist,
Springs, New York.

Bernard Hart, theatrical producer, New
York.

Harvey Harris, attorney, New York.

Alex B. Novikoff, biologist, Brooklyn
College.

Magistrate Anna Kross, New York.

Howard Vermilyea, actor, New York.

E. H. Greibach, physicist, White Plains,
New York.

Peter Blume, artist, Conn. ’

Louis B. Boudin, attorney, New York

Philip Evexrgood, artist, New York.

Saratoga

Rudolph Ganz, conductor, Chicago.

Martin Gabel, theatrical producer, New
York.

Oscar K. Rice, educator, University of
North Carolina.

Philip R. White, Rockefeller Institute,
Princeton,

Judge Nathan R, Sobel, New York.

Robert Chambers, biologist, New York
University.

William Standard, attorney, New York,

Victor D'Amico, educator, New York.

Alonzo F. Myers, educator, New York
University.

Carol King, attorney, New York.

Milton Paulson, attorney, New York.

Hazel Scott, pianist. New York.

George Zukor, producer, Hollywood.

Ordway Tead, educator, New York.

Kenneth 8. M. Davidson, physicist,
Stevens Institute of Technology. New
Jersey.

Benjamin B. Youngdahl, dean, 8chool
of Social Work, Washington Univer-
sity, St. Louis, .

Herbert B. Phillips, D.D.8., Chicago.

Struthers Burt, author, California. ;

“ (The advertisement was paid for by

signers of this statement.)

{From the Washington (D'.C.) Sunday star, ian. 20.’ 1946].

PHYBICIANS FORUM PLANS OPEN MEETING SATUBDAY

The District Chapter of the Physicians Forum will hold a public conterence
and roundtable panel discussion from 9:80 a.m. to 1 p.m., Saturday, at Pierce
Hall, 15th and Harvard Streets NW., it was announced yesterday.

Nelson Cruikshank, director of social insurance activities of the AFL, wilt
discuss ‘“Needs for Health Insurance,” and Representative Biemiller, Demo-
crat, of Wisconsin, will discuss “The Bill That Meets Those Needs.”

Leading the roundtable discussion will be Dr. Fred Mott of the Farm Sen

curity Administration, Agriculture Department; Harry Becker of the Labor
Department’s Children’s Bureau, and Miss Margaret Klem of the Social Secarity
Board. The Reverend Francis McPeek, director of the Department of Bocial
‘Workers for the Washington Epderation of Churches, will be chairman. Dr,
Hrnest Boas is president of the forum, whose program is to' promote passage m
Congress of the natlonal health program.

[From the Washington (D.C.j Post, Jan. 20, 1046]

Dooross To Horp FirsT CONFERENCE ON NATIONAL HEALTH

The District of Columbia Physician’s Forum will hold the first in a serles
of conferences on the national health program at Pierce Hall, 15th and Harvard
Streets NW., next Saturday, from 9:30 a.m. to 1 p.m.

Chairman of the first conference will be the Reverend Francis McPeek, director
of the Department of Social Welfare, Washington Federation of. Churches Rep-
resentative Andrew J. Biemiller, Democrat, of Wisconsin, and Nelson (}ruik-
shank, AFL director of social insurance, will discuss President Truman's recom-
mendations for.a nationwlde health insurance program.. .
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A panel composed of Dr. Fred_Mott, of the Farm Security Administration,
‘Harry Becker, Children’s Bureau, and Margaret Klem, of the Social Security
‘Board will hold a roundtable discussion following the speeches.

[From the Washington (D.C.) Poat, Jan. 27, 1844}

Heanrrn Prax PressUBRE UNIT I8 ORGANIZED

A group to sell the District and Congress on compulsory health insurance
was formed yesterday at a meeting of the Physicians Forum, District chapter.

Local doctors, labor, and Government representatives, and lay people who
endorsed national health legislation signed up as charter members of the unique
continuing committee. .

“This organigation will carry on education work for the national compulsory
health program,; act on specific legislative matters as they arise, und pressure
Congress,” Dr. Anna Rand, forwn and committee chairman, declared.

Elected to the group’s steering eommittee were Dr. Darothy Ferebee, Dr,
Irving Winik, Dr. Rand, the Reverend Francis McPeek, director, department
of social welfave, Washington Federatlon of Churehes; Bepjamin Asia, National
Lawyers Guild, District chapter; and Miss Margaret Stein, medicgl ecanomist.

Charging that the American Medical Association was blocking the Wagner-
Murray-Dingell compuisory kealth i{nsurance legislation, Representative An-
drew .J. Biemeller, Democrat, of Wisconsin, urged proponents of the bill to
step up their propaganda to.conuteract the steady flow of AMA-sponsored
literature reaching Qongressmen. = -

Biemiller said the Preaident’'s health program was “not. a good example of
communism, but an accepted American principle. Workers are insured sgainst
old .age, unemployment, and irdustrial accidents.. Protection against iliness is
the next step.™ o :

{From theé Washington (D.C.) Fost, M;zi‘r. 8, 1046)
HeALTH PrAN To Covee EVERYONE IN NATION URGED BY DR. PARRAN

Calling for a natlonal health program “accessible to everyone regardless of
his abllity to pay,” Surgeon General Thomas Parran of the Public Health Serv-
ice, last night said he bellaved it could not be done on a voluntary basis.

Pointing out that at present about 40 percent of the people in counties through-
out the country cannot avail themselvea of modern medical facitities, Dr. Parran
predicted increasing Federal concern in the matter of health, T

Already, he said, the PHR had broad authority to act as a national scientific
fmmdrigon which enabled the Governroent to enter imto the fleld.of mesiical

Declaring that “‘prepayment of madical cosats {s impartant,” Dr. Parran said he,
beliewed &4 method of spreading eosts of medical care gshould be foupd. :.

- Abdut 10 years sxo, Dr. Parran said, the Amexican Medical Association was
agtinst a ndtional health program either, compulgory or voluntary. - Now, he said;
thé AMA has declared itaelf in favor of & voluntary program. - -+ o . i
.. His remarks wete made to aboit 200 who attended a meeting in the Archives
gngging guditorium sponsored by the District ehapter of the National Lawyers

u N 5 - : . . 1 7 .\ : . ¥

Dr. Isadore Falk, Director of the Bureau of Research and Statistics, Social
Security Board, and Robert K. Lamb; tegislative representative, United Steel-
workers of America (CIO) also addressed the meeting.

[From the Washington (D.C.) Stat, Juné 25, 1946]
LAwYERs To Honos PRPPES vor PROMOTING [N, Inkars
L . (BytheAsociatedPress) . -
" The National Lawyers Gifld wiil present an award to Senator Pepper, Demo-
crat, of Florfde, at its seventh tomyention opening in Cleveland July ‘i.‘ o
The goild hiis adjudged Senator Pepper “the lawyer in the United States who,
since the death of President Roosevelt, lins most effectively’ represented and

carried forward the legal traditions of President Roosevelt embodied {n the
United Nations and the economic bill of rights.”

1

‘:‘ﬁ‘: ‘ '
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COMMITTEE FOR THE NATION'S HEALTH,

, New York, N.Y., April 12, 1946.
Senator ForresT C. DONNELL,
Benate Office Building,
Washington, D.O.

DEeAR SENATOR: We should like to acquaint you with the Committee for the
Nation’s Health, established to promote a comprehensive health program. The
physicians and laymen who joined in organizing this committee are convinced
that the urgent unmet medical needs of the pvople of this country must be met
by a national health insurance system, supplemented by payments from general
revenues. We believe that there should be decentralized administration of serv-
ices, free choice of doctors by patients, and professional freedom for physicians,

The enclosed endorsement of the President’s health program was prepared and
puxtl)llxi;llzed last December. Its signers have since formed themselves into this
() tee,

The committee endorses the Wagner-Murray-Dingell bill (8. 1608) as In-
corporating most of the essential features of this proposal.

We shall be glad to furnish more information if desired about the committee
and the health program.

Very truly yours,
CHANNING FROTHINGHAM, M.D.,,
) Ohairman.
MiIcHAEL M. DAvrs,
‘ Chairman, Evecutive Committee,
The list is as follows:

John Corson Paul A, Dodd ’
Annie W. Goodrich, R.N, , Judge Francis E, Rivers
Jamec Roosevelt Gerald Morgas
Lessing J. Rosenwald . | Paul L. Ross
Abe Fortas . Victor Roudin .= =
Thomas Mann o ‘Miles Atkinson, M.D,
William Rose Benet = . . IR. M. Wales, D.D.8.
Robert W. Kenny:, 'Helen Hall = S
Barry Bingham A . | Paul Kellogg R
Raymond Swing . - ,|Percy 8.Brown - : = .y
Norman Cousins , Vilhjalmur Stefansson - .
Georgo Zukor John A. 8Slade o
Bernard Gimbel . Ray Stannard Baker .
Cecil Brown - Meyer Parodneck
Albert D. Lasker S Irving Caesar
Mary W. Lasker John Cromwell
Guy Emerson ---{ Caroline Slade
John A. Kingsbury Louis Adamie
James M. Pattoi' - -~ - i Norman Corwin
Anna M. Rogenberg | Agnes Smedley
Mrs.swney-l'i)org”-‘ : * ? Meﬂnflaeg A S

RO o T 1 . Bl s 4'1&, ‘ i ay),ur " N . Aiw - :
I [ R
Victor Trasoff | =~ .| Rev. G. I%cbardxuch I
Ralph Bdrton Perry | Cardline Dudley Morgan Smith White
Fred M. 8tefn . . .. ;| Arthur Schnabel ;
e R |
Wwitliam H.":b.wévgx9 o B. H. Gréfbach e
Iée'v,,‘ é)gﬁgon T . Al_ogz.%i‘.;ﬁl?m _
Hm‘ L;Mcoagtby’ , ga;wﬂ demgeher | T
fiddey Hollandet =~ Dordﬁi&’Ndrmﬁz‘ A,
Saumel Rubin Morris Liewellyn Cooke
'W. H. Weintraub ' Wallate Clark

o8 wel : ) )
Willlam K. 8asrwood . .- } Leonard Bernsteln.
Nomind Romtall 'm"?!dgmm‘“”“ |

orris 8. n .., | Char ,
Frank Jaros ' Max &dfn ' '
Ulric Bell Leo J. Linder
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Martin Fopper

Stuart Chase

C. Fayette ‘I'aylor
Meyer Bernstein
Carol King

Hunter Delatour
Michael M, Davis
Stephan P. Duggan
Samuel C. May

Roger N. Baldwin
Neil Lieblich

Ernest A. Hauser
John Eric Hill

F. D. Patterson

Alice Hamilton, M.D.
Harry A. Millis

J. Douglas Brown
Charles 8, Johnson
Edwin E. Witte
Nedwin Smokler
Robert 8. Lynd

Kurt Adler

Justice Hubert Delaney
William F. Ogburn
John P. Peters, M.D.
Allan M. Butler, M.D,
Ernest P. Boas, M.D,
Henry Billings - .
John Oppie McCall, D.D.§,
Thomas G. Addis, M.D.
Frank Goldmann, M.D.
Kingsley Roberts, M.D.
Mary Dublin Keyserling
Harold M. Phillips

N. Kobrin, D.D.S.
Alfred Walker, D.D.S.
Marvin C. Harrison
Benjamin Algase
Alfred J. Asgis, D.D.8,
Lowell Mellett

Justice Arthur P. McNulty

NOMINATIONS

Bertram M. Bernheim, M.D.
C. E. A. Winslow, Dr. P.H,
Louis 8. Welss

Louis I, hicCabe
Agnes H. Schroeder
Herbert E. Phillips, D.D.S.
Theron Bamberger
Hope S. Bagger

Jules J. Justin

Ethel H. Wise

Mary K. Simkhovitch
Ruth Emerson
Gertrude F. Zimand
Johannes Steel

Ben Grauer

Sigmund Spaeth
William 8. Gailmor
Charles H. Colvin
Mary McLeod Bethune
Fanny Hurst

Bart J. Bok

Anna M. Kross
Bernard Hart

Harvey Harris

Alex B. Novikaff
Martin Gabel °

Peter Blume

Philip Evergood
Nathan R. Sobel

Oscar K. Rice

Philip R. White

‘Robert Chambers

William Standard
Benjamin E. Youngdahl
Orson Welles

Ordway Tead

Milton Paulson

Eliot Janeway

Herman A. Gray
Matthew Woll

"Wesley Sharer

{From the Washington (D.C.) Evening Star, June 7, 1946] :
‘W AR DooTORB' WOREIES DI1SCUSSED AT MEETING OF PHYSIOIANS’ FoRUM

Lack of residences, adequate training, and availability of surplus eyuipment
were called the chief problems facing doctors returning from service with the
Armed. Forces at a discussion meeting last night of the YWashington chapter
of the Physiclans’ Forum. )

Dr. E. Richard Weinerman, veteran of a mobile surgical unit with the 8d
Army and chairman of the health subcommittee of the American’ Veterans’
Colmmittee, said that most doctors still in service are worried about the same
things. , I

“The younger men are looking for residency appointments in hospitais angd re-
fresher training,” he said, “and the larger groups—the older doctors, are worried
about rebuilding their old practices, getting surplus equipment, and obtaining
housing and oftice space.”

i PROGRAMS INADEQUATE

“The hospital appointments we wanted weren't waiting for us, and the retrain-
ing programs aren’t adequa‘e,” he said. Charging that “large amounts of sur-
plus materials that could be put to good use” have not been made available, he
called on groups of the profession and Federal agencies to “sit down and take
stock of the needs and opportunities, and then act on them.”
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‘Concerted action to aid the veterans also was recommended by Dr. Palmer
Dearing, Assistant Chief of Personnel of the U.S. Public Health Service. He
also cited the “desperate need” of making service by doctors attractive in poorer
areas of the country, “where opportunity for many younger physicians is being
lost.”

Speaking of increased group practice, Dr. Dearing sald citizens in some areas
have banded together to guarantee income for doctors “One issue that should be
decided is whether the drive toward specialization is really to the best interest,
or whether it should be routed along group lines,” he said. He also pointed to
the ‘“increased interest” by labor in health measures, citing the United Automo-
bile Workers’ Health Institute at Detroit, a diagnostic and health education
center for workers. .

“Public health programs in education and opportunities in research and other
special fields are being expanded.” Dr. Dearing declared, but he said one field
of education—school health programs, “has hardly been touched.”

Dr. Milton I. Roemer, member of the Public Health Service and noinee for
the National Council of the Physicians' Forum, said, however, that “the main
problem to be faced now is one of the economic side of the profession.” Advo-
cating passage of such legislation as the Wagner-Murray-Dingell bill to provide
compulsory health insurance, Dr. Roemer said the “measures would be much to
the best interests of the doctors. The National Health Act would neither put
doctors on a salary or on an 8-hour day,” he said, “and it wouldn't interfere with
their right of private practice.” He estimated that the average income of all
doctors under the program would be $9,000 a year.

The bill calls for a 3-percent payroll deduction, half to be paid by the employee
-and half by the employer, with small amounts from Federal revenues to finance
the program. “Of interest to young physicians,” Dr. Roemer said, ““is the plan
that 2 percent of the funds collected would be used for subsidizing medical edu-
cation and research activities.”

BEE FEW ABUSING PRIVILEGE

He estimated that less than § percent of the doctors’ time under the program
would be taken up by persons abusing the privilege of free caie. Offsetting all
arguments against the plan, according to the speaker, would be the *large num-
bers of Americans who would have care available for the first time.”

“Far more illness and death occurs from patients not seeing doctors often
enough, or soon enough, than from those who see doctors too much,” he asserted.

The forum, presided over by Dr. Anna Rand, chapter chairman, was held at
the YMOA, 17th and K Streets NW,

{From the Washington (D.C.) Post, Sept. 12, 1946}
Two GrouPrs SELECTED To LAUNCH 5-YEAR HOSPITAL PROGRAM

(By the Associated Press)

Two key groups were named yesterday to help launch the Nation's 5-year
$1,125 million construction program of hospitals and health centers,

Federal Security Administrator Watson Miller announced the appointments
under the recently enacted Hill-Burton Hospital Act, and said they would hold
their initial meetings here next Tuesday and Wednesday, The groups are:

1. The Federal Hospital Council, composed of four leaders in health and
hospital fields, four representatives of consumers of hospital services, and Sur-
geon General Thomas Parran of the Public Health Service as chairman.

2. A general Advisory Committee, in which 25 persons have been invited, with
additional representation planned later,

SBURVEY FUNDS BET UP

The Council has administrative functions including approval of general regu-
lations. The Committee will be a consulting agency. Their first meeting will
concern preliminary phases of the program, officials said.

The new Hospital Act sets up $2,350,000 to conduct surveys and planning
for health facllities within the States. Congress also authorized but has not
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yet a priated $75 milllon annually for 5 years for actual construction. The
building funde must be matched by State or local agencies on a $2 for $1 basis.

Mr, Miller said the hospital construction program was important in the Presi-
dent’s national health program.

“For the first time we are embarked upon a national policy of planning and
constructing hospitals and health centers to meet the health needs of all the
yeople,” he sald. “For the first time we are creating new institutes, not on a
gporadic gnp!anned basls but on the basis of a large-range, carefully thought-out

Trogram.

FPERBONNEYL OF COUNOIL

The four members representing hospital and health fields on the Council are:
Dr. Albert W. Dent, president of Dillard University, New Orleans; Msgr. John
J. Bingham, director of the division of health, Catholic Charities, New York;
Graham Davis, director of hospitals, Kellogg Foundation, Battle Oreek, Mich.:
Dr. Robin O. Buerkl, dean of the Graduate School of Medicine, University of
Pennsylvania.

Representing consumers on the Council are Dr. Michael M, Davis, Committee
for the Nation's Health, New York; J. Melville Broughton, attorney, Raleigh,
N.C.; Mra. Evelyn Hicks, radio station WT'NB, Birmingham, and Clinton 8.
Golden, United Steelworkers of America, Pittsburgh.

Four Wasl:ingtonians are on the Advisory Committee which includes leaders
in the flelds of soclal service, medicine, public welfare, and business, They
are Nelson Cruikshank, American Federation of Labor; Msgr. John O'Grady,
National Conference of Catholic Charities; Miss Elizabeth Christinan, National
‘Women'’s Trade Union League of America; and Mrs. Agnes Meyer, wife of the
Director of the International Bank, -

[This 18 the report exposed by S8enator Donnell in Congressional Record of July 28 and 24,
1046, See my July 23 release, 1947].

{8euate-—Subcommittee Report No. 8]
HeALTH INSURANCE

Interim report from the Subcommittee on Health and Education to tlie
{L‘ommiatéee on Education and Labor, U.8. Senate, pursuant to Senate Reso-
ution

(Extending 8. Res. 74, 78th Congress)

A BESOLUTION AUTHORIZING AN INVESTIGATION OF THE DISTRIBUTION AND UTILIZATION
OF HEALTH PERSONNEL, FACILITIES, AND RELATED S8ERVICES

July 1946—Printed for the use of the Committee on Education and Lalor

After careful study of existing voluntary plans, it is evident to us that none
of them meets all of these requirements. Neither does it appear probable that
any voluntary plan can be deviged which will fulfill them. )

The voluntary plans have servcl and are serving a‘valuable purpose, even
though they do not provide any final answer to the problem of prepaid medical
care for all the people. They have developed useful data on the prepaymunt of
medical costs, and have educated large sections of the public on the value of
medieal care insurance. Furthermore, they have trained sizable numbers. of
medical and administrative personnel in the techniques of prepaid medical
care, There 18 no reason why such plans should not continue to perform
useful functions within the framework of a national health insurance system.

However, to cover everyone, the adverse as well 28 the good risks, the yonng
and the old, the sick and the well, the rural and the city dwellers, the low- and
the high-income groups, the poor and the rich areas, all this takes a mechanism
as representative and all-inclusive as a national health program, built around
a rystem of prepald medical care. It must be financed by required contributions
tc the social security fund and by payments from general tax revenues. Such
a program wiil satiefy all the requirements set forth ahove, and will make
possible the achievement in the foreseeable future of our goat of high quality
heatlth care for all. Co ;
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. The cpat will not be greater than that of our present inefficient and wasteful
fee-for-service system. According to leading experts the charge to the average
family under a national health insurance program will actually be less than it
pays now, partly because the employer and the Government will both contribute
to the fund. It {8 noteworthy that the labor organizations, all of whose
members are wage earners, are among the stanchest supporters of national
health insurance.

Health insurance is often erroneously called socinlized medicine or state
medicine. As President Truman pointed out in his health message, such a sys-
tem is one in which the doctors are employed by the Government. We do not
advocate this. National health insurance, which we do advocute, is simply a
logical extension of private group health insurance plans to cover all the people.
It is a Joint national endeavor. It will guarantee free chuice of doctor or
group of doctors and free cholce of hospital by the patient, and free choice of
patient by the doctor. Indeed, free choice will be extended, bocause current
financial barriers to the actual exercise of free choice will be broken down.

Some aspects of a national health insurance program are, of course, experi-
mental. No legislative framework or administrative plan can be perfect at first.
Shortcomings will undoubtedly be uncovered, but they will be overcome as we
learn from experience. None of these shortcomings, however, will be anywhere
near as costly as the toll of lives and health now being exacted by our failure
to have a national health program providing good medical care for all, The
need for it is urgent.

The concern of the Federal Government in this matter is clear,

[From the Worker, May 25, 1047}
{Advertisement)

AT LAST—HERE'S A BILL FOR YOU!

The national health insurancé and public health bill (8. 1320) was intro-
duced in the 80th Congress on May 20 by Senators Jaines B. Mnrray of Montana,
Robert F. Wagner of New . York, Claude Pepper of Florida, Glen H. Taylor of
Idaho, Dennis Chavez of New Mexico and J. Howard McGrath of Rhode Island
and Representative John D. Dingell, Democrat, of Michigan, This new bill main-
tains all the essential principles of national health insurance as expressed in its
predecessor, S. 1606, known as the Metional Health Act of 194546, but presents
such changes as conform to constructive eriticism and suggestions on’ered bo
correct the weaknesses in S. 1608,

SUMMARY OF MAIN (JHANGEE FROM THE 1i945-46 BILL

Decentralization of administration.—The new bill calls for local adininistra-

tion under statedwide plans. Each State will receive its allocation of money
from the national fund and would, in turn, distribute the moneys to loecal
areas. Thus, Federal officers would not determine the sums received by States
or local areas, aithough health standards would be natioral.
. Federal board.—Federal administration would be under a five-member board
on full-time salary and established as part of the Federal Security Adminis-
tration. Three Board members nre to be appointed by the President, the other
two being ex officio; the Surgeon General of the U.S. Public Health Service and
the Commissioner for Social Security. (This provision eliminates the pos-
sibility of one-man rule for which 8. 1608 was criticized.)

Voluntary health plans.—Although 8. 1608 in principle recognized volun-
tary health plans, in the new bill the policy is stated fully and explicitly that
voluntary health plans will be recognized in the various applications, ot the
health insurance provisions of the bill.

Persons sovered.—Clvilian Federal employees and their dependents who Were
not provided for in previous bills are now covered in the new bill, Employees of
State and local governments, and their dependents, may also be covered. by
voluntary action, as well as needy persons.

Other changes—Among other changes are special movisions tor rural areas;
explicit and expanded guarantees of professional rights to doctors, dentists and
hospitals ; removal of ceilings on per diem payments to hospitals-—and numerous
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other changes based upon criticisms and suggestions expressed at hearings on
1946-46 bil),
WHY WE BUPPORT THIS BILL

‘The health insurance bill, along with the above changes, generally retains the

xllagxﬁl&ms contained in the Wagner-Murray-Dingell National Health Act of
M

The International Workers Order, since it was organized in 1930, has been in
the fight for adequate social security and health legisiation. When Senator
Waguer started his uncompromising struggle for a national health act 10 years
ago, we supported his proposals, We participated in the 1938 National Health
Conference. We endorsed and supported the Wagner-Murray-Dingell social
security and health bills of 1945 and 1046. We endorse the 1947 National Health
Yosurance and Public Health Act. Our order aud its 14 socleties and our entire
membership in 1,300 lodges are swinging into action in support of the new bill.

We support this measure because it is the best plan, the only genuine prepaid
medical care system on a national scale which has been proposed on behalf of
the American people. The need for such a national health insurance system is
greater today than it ever was in the past. The fight for this bill represents a
positive opportunity to the trade unions, to the progressive organizations of the
people, and to the alert and forward-looking communities, to rally the whole
American people in support of a measure which means better health, a richer
life and greater social security for ail,

One thing is certain—we, the American people, cannot afford tv permit the
Republicans and reactionary Democrats to foist upon us the Taft “health” bill
which is a shame and a mockery in terms of meeting the health needs of the
Nation, The Taft bill is nothing less than a charity measure, It must not pass.

INTERNATIONAL WORKERS ORDER
General Office—80 Fifth Avenue, New York, N.Y.
[Detach and mail]

INTERNATIONAYL, WORKERS ORDER,
Department 5-25 W,
80 Fifth Avenue,

‘New York, N.Y.

I am interested in the National Name .____ —————
‘Health Insurance and Public Health Address ... ———
Alft o:i%"(. Send me more information OCity —.-_..___ Zone _...... State..—.- -
abou

[Committee print]

INTERIM REPORT ON HEARINGS REGARDING COMMUNIST ESPIONAGR
IN THE UNITED STATES GOVERNMENT

INVESTIGATIOR OF UN-AMERIOAN ACTIVITIES IN THE UNITED STATES

Committee ox On-Amerlcan Activities, House of Representatives, 80th Cong., 2d
Sess., August 28, 1848

SILVERMASTER GROUP

Nathan Gregory Silvermaster, Director of Labor Division, Farm Securlty Ad-
‘minjstration; detailed at one time to Board of Economic Warfare.,

Solomon Adler, Treasury Department; agent in China.

Norman Bursler, Department of Justice.

Frank Coe, Assistant Director, Division of Monetary Research, Treasury; spe-
clal assistant to United States Ambassador in London ; assistant to the Exec-
utive Director, Board of Economic Warfare and successor agencies; Assistant
Administrator, Forelgn Bconomic Administration.

Lauchlin Currie, administrative assistant to the President; Deputy Admin-

. istrator of ¥oreign Economic Administration, ‘

Bela Gold (known to Miss Bentley as Willlam Gold), assistant head of Division

‘'of Program Surveys, Bureau of Agricultural Kconomics, Agriculture Depart-
ment; Senate Subcommittee on War Mobilization ; Office of Economic Programs
in Foreign Economic Administration.
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Mrs. Bela (Sonia) Gold, research assjstant, House Select Committee on Inter-
state Migration; labor-market analyst, Bureau of Employment BSecurity;
Division of Monetary Research, Treasuvy.

Abraham George Silverman, director, Bureau of Research and Information
Services, United States Rallroad Retirement Board; economic adviser and
chief of analysis and plans, Assistant Chlef of Afr suur Materiel and Servicea.
Air Forces.

William Taylor, Treasury Department,

William Ludwig Ullman, Division of Monetary Research, Treasury; Materiel

and Service Dlvision, Air Gorps Headquarters, Pentagon

PERLO GROUP

Victor Perlo, head of branch in Research Bection, Office of Price Admmlstm-'

tion; War Production Board ; Monetary Research, Treusnry
Edw ardJ Fitzgerald, War Production Board.

Harold Glasser, Treasury Department; loaned to Government of Ecuador'
loaned to W'u Production Board; adviser on North African Affairs Commit-
tee in Algiers, North Africa.

Charles Kramer (Krevitsky), National Labor Relations Board; Office of Price
Administration; economist with Senate Subcommittee on Wnr Mobilization.

Solomon Leshinsky, United Nations Relief and Rehabilitation Administration,

Harry Msagdoff, Statistical Division of War Production Board and Office of
Emergency Management; Bureau of Research and Statistics, WPB; "I'oolg
Division, WPB ; Bureau of Forelgn and Domestic Commerce. :

Alan Rosenberg, Foreign Economic Administration, ,

Donald Niven Wheeler, Office of Strategic Services.

Miss Bentley also testified that Irving Kaplap, an employee of the War Ppo-
duction Board at the time, was associated with both groups, paying dues to the
Perlo group and submitting information to the Silverihaster group. She identi-
fled the late Harry Dexter White, then Assistant Secretary of the Treasury, as
another individual who cooperated with the Sllvermasber group.

UNATTACHED INDIVIDUALS

Miss Bentley further testified that there were certain individuals employed
in the Government who cooperated in obtaining information from the flles of
the Government for the use of Russian agents but who were not actually attached
to elther the Silvermasteér or Perlo groups. These individuals, as named by
Miss Bentley, and the governmental agency with which they were employed
during the period concerned in the testimony, are as follows :

Michael Greenberg, Board of Economic Warfare; Foreign Economic Administra-
tion ; specialist on China.

Jois)eiph Gregg, Coordinator of Inter-American Afrairs, assistant in Researcb

vision.

Maur!ce Halperin, Office of Strategic Services: head of Latin American Dlvislon
~ in the Research and Analysis Branch; head of Latin American research and

" analysis, State Department.

J. Julius Joseph, Office of Strategic Services, Japanese Division. -

Duncan’ Chaplin Lee, Office of Strategic Services, legal adviser to Gen. wil-
liam J, Donovan.

Robert T. Miller, head of political research, Coordinator of Inter-American
Affairs; member, Information Service Committee, Near Eastern Affairs, State
Department Assistant Chief, Division of Research and Pubucatlons, State
. Department.

Wmlam 7. Park, Coordinator of Inter-American Affairs.
ernard Rulmont. Coordinator of Inter-American Affat:s.
elen Henney, Office of Strategic Services, Spanish Divisfon.

Willlam Remington of the Department of Commerce was mentioned by Miss
Bentley before the Senate investigation committee as having been associated
with this group.
) WARE-ABT-WITT GROUP

On August 3, the committee heard the testimony of Whittaker Chambars, He
testifled regarding an underground apparatus which was set up by the Com-

munist Party in the early thirties for the purpose of inflitrating the Federal

Goyermnent The members of this group, according to Mr. Ghambers, and
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their governmental employment during the period concerned in the testimony,
are as follows!

Harold Ware (Jeceased) : Department of Agriculture,

John J, Abt, Department of Agriculture; Works Progress Administration;

.. Sepate Gomm%teee on Edycation and Labor; Justice Department,

Nathan  Witt, partment of Agriculture; National Labor Relations Board.

Lee Pressman, Department of Agriculture; Works Progresa Administration.

Alger Hiss, Departmgnt of Agriculture; 8pecial Senate Committee Investigat~
ing the Munitions Industry; Justice Department; State Department.

Donald Hiss, State Department : Labor Department.

Henry H. Oollins, National Recovery Adwinistration; Department of Agricul-
ture. -
Charles Kramqr (Krevitsky), Natlonal Labor Relations Bourd; Office of Price

Administration ; Senate.Subcopmittee on War Mobilization.
Vi%g;al;f;]lm t?ﬂice of Price Administration: War Production Board, Treasury
. en N

. BSUMMARY OF WITNESAES AND TESTIMONY

. ‘T?Umr‘my regarding Communist espionnge aetivities within tha Goverzment
involving approximately 40 individuals was given before the committee by
Elizabeth Terrill Bentley, Whittaker Chambers, and Louis F. Budenz, admitted
former functionaries of the Gommunist Party. .

Mr. Chambers was formerly editor of the (Communist) Daily Worker and
of the New Masses. He Is now a senlar editor of Time magazine. Mr, Budenz
was formerly managing editor of the (Communist) Dally Worker. He i3 now
a professor at Fordham Univeraity. ,

Miss Bentley, according to her own testimony which has been verified by
Mr. Budenz, was formerly active in Communist underground activity. The
committee is in possession of supporting evidence to establish these previous
Communist afiliations. ., .~~~ 4

Of these 40-0dd individuals iuuii, Tauchlin Cukrie, Huery D, White (de-
ceased), Bela Gold, Sonia Gold, Frank Coe, Alger Hiss, Donald Hiss, appeared
before the committee at their own request and categorically denied the accusa-
tions made by Miss Bentley and Mr. Chambers. ’

Heaory H. Collins, Victor Pexlo, Abraham George Silverman, William Ludwig
Ullmann, Nathan Gregory Silvermaster, John Abt, Lee Pressman, Nathan Witt,
Puncan Chaplin Lee, Robert 'T. Miller, and, Charles Kramer appeared in response
to: subpenas. Alexander Koral, who was allegedly involved in these activities,
was alao subpenaed. J. Peters, alleged head of the Communiat underground in
this country, will be served with a subpena on August 80,

Norman Bursler, Allan Rosenberg, Solomon Adler, Solomon Leshinsky, Mary
Price, Ponald Niven Wheeler, Edward J. Fitzgerald, Harold Glasser, Joseph
Gregg, Rose Gregg, Irving Kaplan, and certain Russian contacts known only as
Frank, Al, and Jack, have not appeared before the committee. Harold M. Ware
is deceased as is also Jacob N, Golos.

Ten ‘witnesses (Alexander Koral, Henry H. Collins, Victor Perlo, Abraham
Qéeorge Silverman, Nathan Gregory Sitvermaster, William Ludwig Ullmann, John
Abt, Lee Pressman, Nathan Witt, and Charles Kramer) refused to afirm or deny
membership {n the Commumist Party on the grouad of sélf-inerimination. These
10 witnesses on the same grounds, also refused to afirm or deny contacts with 1
or more of the 40 individuals allegedly involved in esplonage or with Elizabeth
Terrlll Bentley or Whittaker Chambers,

" 'Nine of these wiinesses (Alexander Koral, Victor Perlo, Abraham George
Silverman, Nathan Gregory Silvermaster, Willlam Ludwlg Ullmann, John Abt,
Iee Pressman, Nathan Witt, and Charles Kramer) refused to affirm or deny
charges made against them by Elizabeth Terrill Bentley or Whittaker Chambers.

No charge of Communist Party affiliation was made against either Lauchlin
Currie or Harry Dextér White. Both denied such afiiliation. However, both
adinitted 'acquaintance with various members of thé esplonage group named by
ElzZabdth Bentley arid Whittaker Chambérs. S o

Tho following persons who were charged with being Communist Party mem-
bers denied such sfiiliation : Bela Gold, Sonia Gold, Duncan Chaplin Lee, Alger
Hiss, Donald, Hiss, Robert T. Miller, and, Frank Coe.. They all admitted, how-
ever,, associations - and..acquaintance ywith varions .members .of the espionage

oupw named.. Alger Hiss, after previous denials, admitted knowing Whittaker
shambers as George Crosley.  Duncan Charlin Iee and Robert T. Miller admit-
ted knowing Miss Bentley, the former acknowledging also acquaintance with
Jacob Golos, Miss Bentley’s superior, now deceased.

1
i
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WHY THESE HEARINGS WERE DEVERRED UNTIL JULY

The committee would like to make it emphatically clear why we undertook
public hearings on espionage activities within the Government at this time. In
February of 1947, the committeo's investigations Jetermined that certain Govern-
ment employees had engaged in espionage activities. We knew that certain divi-
* sions of the Government were under rigid surveillance by the ¥BI. The commit-
teo later became awars of the fact that & secret blue ribbon grand jury had been
convened in New Yerk City to consider this Government espionage.
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CoMMITTEE FOR THE NAT!ON's HEALTH, INO.,
SR Washington, D.C., June 27, 1952.

«{'BIENDS ;- Enclosed is a sheet of “platform planks” on health, stating national
policiea..which .we believe should -be incorporated into the platforms of both
Political parties, Attached to the “planks”.are lists of the Democratic and
Republican platform committees which have been.appointed in advance of the
regpective party conventions and which are already engaged in preliminary work.
:: We, hope .that you will bring. these health planks to the favorable attention
of the platform committees, convention- delegates, and-candidates for office,
Personal letters to one or more committee members are effective, from you or
from any organization with which you are connected.

Four pages of “supporting material” are also enclosed, explaining each of the
health planks, with the aim of assisting those who will write or talk about
these issues.

Please let us know if you want some additional coples of the “planks” or the
supporting material,

Sincerely yours,
MICHAEL M. DAvis,
Chairman, Executive Committee.,

OFFICERS OF THE COMMITTEE FOR THE NATION'S HEeALTH, INC., 1046-52

1046
Chairman: Channing Frothingham,
M.D. Bishop Francis J, McConnell
Honorary vice chairman: Bishop G. Bromley Oxnam
Jonathan Daniels Mrs, F. D, Roosevelt
Russell Davenport David Sarnoff
Jo Davidson Gerard Swope
William Green ¢
1947
Chairman: Same
Honorary vice chairman ; Barry Bingham
Jonathan Daniels Brnst P. Beas, M.D,
Jo Davidson Morris L. Cooke
Fiorello La Guardia John J. Corson
Mrs, F. D. Roosevelt Mrs., Gardner Cowles
Bishop Francis J, McConnell M. M. Davis
- Willlam Green Albert W. Dent
Philip Murray Abe Fortas
Bishop G, Bromley Oxnam Clinton Golden
David Sarnoft Mary D. Keyserling
Gerard Swope Carl C. Lang
Treasurer: Carl C. Lang Mrs. A. D. Lasker
Secrvtary: V. Henry Rothschild 2d John V, Lawrence, M.D.
Chairman executive committee: M, M, Dorothy Newman
Davis Anna M. Rosenberg
BExecative director: Joseph H, Louch- V. H. Rothschild 2d
heim R. M. Walls, D.D.S,.
Board of directors: Matthew Well
C. Frothingham, M.D. Washington representative: Margaret
Thomas Addis, M.D. 1. Stein ‘
1049
Chairman: Same
Honorary vice chairmen:
Gov. Chester Bowles Bishop G. B. Oxnam
R. Davenport. Mrs. F. D. Roosevelt
William Green Gerard Swope
F. J. McConnell Walter Wahger

Philip Murray -
Treasurer : John J. Corson
Secretary: H. V. Rothschild 24
Chairman executive committee : M, M. Davis






ADMINISTRATIOCNK PLANS FOR
UNITED STAYES CONGRESS N@TTﬁiIETZITTﬁU OF MEDICINE GOVERNMYNT AND NON GOVERWMENT
' : Pnenating from LOBBYING GROUPS
REPRESENTATIVES H '
\ THE HOUSE OF PALK AND DAVIS
mer 'ﬁlngeﬁ \ REL QR A ERFEAARRES AR RSN EAER S KA SRR RS S SRS SR KA KR SR KRG KR 'Q(!\‘HI'ITFE _£°R THE lA‘!’Ig'S_‘__HEAL’Iﬂ
SENATORS \ .. Chamning Frothinghsm ,M.D., Chairman
omag ) Chaves \ - 1*Michael M. Davis, Chrmn. Exec. Com.
Wagner Taylor ] : Frang Ooldmenn, M,.D.
Murrey MoOrath \ ARINUR J, ALTMEYEZR ,tExi:nst P. Boas, M,D,
Pepper Humphrey ) + Allean M. Butler, M,D.
GRES Us 8, Member on Commissions of Economic end S 00 i al Py
Lt SIWM. COMMITTEE 8“ Council of U, S. Mission to United Nations :',:::::12’5:::{;' 'éggko
HOUSE WAYS AND MEAYS COMMITTEE ' Member of I I, O Committee of Social Security Experts ! ' y

; :l(m. Leon (Mary Dublin) Keyserling |

. . — 1, Albert D. Lasker

(N TERNA TIONA] PRFSIDENT T R AN/ Mrs. Albert D, (Mary W,) Lasker
A B O R __ ORGARIZATION JLeon H. Keyserling | *Anna M. Rosenberg

Permanent Inter-Ameriocan Committee on] Economic Adviser to ! Leasing J. Rosenwald

Plongel I \
HOUSE INTERS TATE AND FORRIGN COMERCE \
Blemiller
SENATE F I N ANCE
Mo Grath

JohnJ. Cor s on

, The Washington Post {
|

[ &® p
Ciroulation Social Security President ! Edwin R. Pmbree, Pres.Rosenwald Fund |
: Av Jo Altae U, S. Delegste ,
SENATE LABOR AND PUBLIC WELFARE :! Manager V| gk A J{\';;m:’ f{”éﬁ%“ | j  Joha corson ; Meshineton Post
RS p \ I. 8. FALK’ U. S, m" p dele oXrenoce / . Low » —Bs»
Muarra Huwphrey ’ . ', | Wlbur J. Cohen, Teahnical Assistant |, U DAVY. Quincy Howe Abe Fortas
- On proyrouioml staff of Committees: | l:‘,’;‘;::m‘:o A taoror \ 1a O, Vorriaw, 854 Listecn ! kot SoiyZER *Normnan Corwin *Edward Chodorov
William Gerard Reidy, registered as ' { ' ; * Jo Davidson *Mex Radin

$6,500 Tobbyist in employ of Michael

i * Louls Adanic
‘Mo Davis'! COMMITYEE FOR THE BATION'S \.
]
\

*Alfred J. Asgis
*Martin Popper *Sigmund Spaeth

* George Soule *Meyer Parodneck
*Citsd by House Un-American Activi-

ties Committee for subversive activi-

ties und Communist-front connections.

COMMITTEE QN RESFARCH

As Js ALTMEYER
Commissioner for
Social Segurit

SIDORE SYDNFY F AL

Director, Division of

Research end Statistios
Social Security

HEALTH in 1948. Peggy Stein, Wash-
ington repregentative o has use
of Reidy's office and telephone 1in
Senator Murray's neme.

Lisison with- S S B
Fleld staff

B A - e~ o m .-

CAMWINIST AND COMMINIST - FRON T IN __MEDICALS

e g

Sidnsy Greenberg, M.D.

Allaa M, Butler, M.D,

Fran: Goldmann, M.D.

Miltn I, Roemer, M.Ds, U.,S.P.H.S,

N 'Iﬁ‘\"‘l‘ ne IEHY.ETF.T PR MR TR

Beabers  includad:
leadership to drive its roots into '

the uncharted depths of the Ameriocsn
working massed.®™ The IWO is to es~
teblish "Working Class Rule in the
pPlace of the existing class r u 1 e."

L gl

WELFARE ACTIVITIES
Members included:

o Jo Altmeyer, S S B
s Parran, ILD,,PHS

Sgemara e e Sttt
= 192472 ECUNO

RGA H WHICH LOEBIES A ! |COMMITTEE ON ECCNOMIC Administration ERICAN PURLIC HEALT et N 2GS
MEMBERS OF CONGRESS COLLABORATE | th Insurence st.ffs .1:: N Michael Me DA VIS, Ph,D., Chrmn.

' . stricker, Dir,| )}! . o) . « Ham
: I.s?r:%gama okery poocd .:. o b"“h LI it George Soule  Walton H ilton
INTERNATIONAL W O RK E RS ORDER - ¥. Davis, compultent|/{, ndLaborunions H “ .

Ts group olaims “The Cormuniste athan ..‘| 1Jl.la i . ‘,E: /’,Tl‘\‘ i THE I HYSICIANS FORUM, INC.
are oconcerned with creating a revo - —— s ¢ 1o eac x Ernst P, g OAS, M.Do, Chairman
lution™ and that the IWO "is an or- -2 : \ : Channing Frothingham, ¥M.D,

INTERDEPARTMENTAL CONM, \| Subcommittee of 11
ganization that allows Communist COOR?)INATEM HEALTH o THE ! !

« W. Mountin, u.b.,g

\ £ 5 R
MICHAEL M, DAYV I S) P 3t J. Porrott,

':bs':f }'fl;l».’fam mfit"szof Member of Executive Canmittee] 1 .; Dtilys I D., CH

2t Sinai,Univ, of Mich.|
oY nn'y T'ﬂ ‘lll




T L8 01,408 ANG ‘SO..ep.aone
Senator lurray's name.

j COMWNIST AND COMMINIST - FROW T
| TH WHICH

: BBIES A
MFPMBERS OP CONGRESS COLLABORATE

INTERNATIONAL WORKERS
This group claims “The
are concerned with creating a revo -
lution™ and that the IWO
ganization that allows

leadership to drive its roots into
the uncharted depths of the American
The IWO is to es~
Rule in the

Cormunists

"i{s an or-
Communist

working massed.”
tablish "Working Class
§ place of the existing class r u l e."

I COMMITTEE FOR THE NATION'S HEALTH
‘fl alded IWO in preparing
| "Mediocal Insurance-- a Pathway ¢ o
Health" supporting S. 1320 (1947)
| Senator James E, Murray, July 4,'44
addressed an IWO rally,
the g r ou p for its support.
Senator Robert ¥, Wagner wrote I W O
thanking it for support of S. 1161.
"§ Congressman Marocantonio was
speaker at IWO convention,July 2,'44
Ernst P, Boas, M.D., chrmn, Physi -
| olans Fos_'_g is, or has been, member
y of 8 Communist-front organizations,
Notorious Communist
2 vited to Ewing's

sombly TrcTuds

“filmsoript

oommendir.g

8 athizers in-
TottoniY HesTth hos
ncluded: Jullus Emspak, Uni-

ectrical VWorkers Union,
hard J. S8tern, and Ernst P, Boas MD.

LEGEND

on staff of, or consultant
FALK
- = = INDIRFCT LINES OF CONTROL:

by 1.S, FALK end M. M.

1 |
vl Fleld staff ISIDORE SYDNFY F A L Kjj  Studies Chief L
' Director, Division of J
| Research and Statisties §----------------------
! -- Social Seocurity
! oN Administration A
¢ |[COMOTTEE ON ECONOMIC —_: AMERICAN PUBLIC HEALT
/ SECURITY ASSOCIATION
Health Insurance staff: l H .
E, Sydenstricker, Dir.| /8! . \ ort on a National
1.8, FALK,Research Asscq '+ {son with I.L. H edlcal Care  Progra
« ¥, Davis, consultant|, !’ nd L & b ¢ r unions ! ubaitted to APIK Eom-
Nathan S i nad X P O ' itove on Administre~
leorge St. J. Perroty | 4! PR ' ive Practice by APHA|
4, AFL” C I 0 'PAC ' BCOAMITTEE ON MEDICAL
= ', - me' CARB, October 4,  1944.
INTERDEPARTMENTAL COM, COMMITIFE ON “"HE Subccamitiee of 11

COORDINATE  HEALTH
D WELFARE ACTIVITIES
Members included:
o Jo Altmoyer, S S B
omss Parran, M,D,,PHS
ubrey Williams, W P A
+ St. J. Perrott, Sec,
ANICAL COMMITTEE ON
MEDICAL CARE
rtha M, Eliot,N.D,,CE
I. S« FALK, SSB
oseph W, Mountin, PHS

members  included:

o W, llountin, H.D.,Plﬁ
. 3. w.!(, Ph.D.’ SS
s Ste Jo Perrott, PHS
. F. Daily, X. D,, CB
Sinai,lUniv, of Mich.

—:W—;
SPECIAL COMMITTEE
N SEAFARERS' INSURANCE

MICHAEL M.
Member of Executive Committee

I.S.FALK, Assoc. Dir. of Study

Besearch s t a £ £ 4included
Nathan Sinal, now at Ann Arbdbor

Mertha D, Ring, now in PH S
Marparet C. Klem,now with FALK

Louis S. Reed, now 4n P H S
Mary Dublin(Keyserling)now

orge St. J. Perrott,"
[Clifford E, Waller, PHS|:

1930

CAN  ASSOCIATION

FOR IABOR LEGISLATION

I. S FA LK elected
Yo

appointed by U, S,
8 expert; represented
he U.S. at London Con=
feronce 16-2' July,1945

INAY EP LOBBIES FOR

‘C.08 uommtloo f'or su Erv.ordvo notiviw'
ties and Communist-front conneoctions.

COMITIEE (N RESEARCH _IN _NEDICALE
FCONON '?"“m‘ €S ——

CAMITYEE OF °HYSIAIANS FOR THE §

Micheel M, DA VIS, Ph,D¢, Chrmn.
George Soulo Walton He fiamilton |

™ME PHYSIGCIANS FORWM, INC.J

Frnat P, B O A 8, M.Ds, Cheirman
Channing Frothinghem, M,.D.
Sidney Greenberg, U.D.

Allan M, Butler, M.D.

Franz Goldmann, M.D.

Milton I. Roemer, M.D., U.S.P.H.S.

IMPROVIMINT OF N ED I CA I, CARE
Ghum-ing Froth:lnghul, W.D.

EXECUTIVE BPRANCH OF THE GOVERNMENT

FEDERAL SECURITY  AGENCY
Osoar R. Ewing, Administrator

c1 (¥ I
NLTIOWNALIZA F MEDICINE

COIMITTEE FOR NATION'S HFALTH COMMITTEE ON RFSFARCH IN MIDICAL
backed by Mr. end Hrs. Albert D. ECONOMICS baoked by Rosonwald
Lasker, Legsing Rosenwald, ¥illiam Fund, Rockefeller Foundation,
Rogsenwald, Marshall Field, and CI0 and Albert and Mary Lasker Foun-
Mr., and Mrs, Gardner Cowles dation.

“baoked by Adele R{osenwald) Lev
and Mary and Albert Lasker Foundation

EWING'S NATIONAL HEALTH ASSFMBLY IN\‘A','_._,_
y Fun

e

Compiled by MARJORIE SHEARON, Ph. Do Revised, June 1, 1949
9127 Jones Mill Road, Chevy Chase 15, laryland' _
—ihis ohart and acoompanying Soolal Security Gestimonyt 4to for bothj
50 each $10; 100 esch $18; 500 each $86; 1000 each $1603 2000 each $200

e — e

Frnst P, BOAS, M.D.
John P, Peters » MoDe
Allan M, Butler, M.D,
Fred D, Mott, ¥ .D.

Je Donald Kingsloy, Ass't Admin.

Leonard A. Scheele, M.D., Surg.Gen.

Joseph W, Mountin, M.De

Milton 1. Roemer, ¥.D. (Councillor
in Physicisns Forum lobby)

Burnet M. Davis, M.D., son of
Micheel M, Daris, lobbyist

Goorge Ste Je Parrott, WM.A.

NATIONAL HEALTH ASSBI‘B_LY, IRC.
Members of  Biecutive Committee: |
Mrs. Albert D. (Mary) Lasker .
Mrs. Devid (Adele Rosenwald) Levy
Barry Ringham

Arma M, Rosenborg

These four ars also members of t h o]
COMMITTEE FOR THE NATION'S HEALTH,IHNC§
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1849—continued

Board of directors:
C. Frothingham, M.D.
Barry Bingham
Ernst . Boas, M.D.
Wayne C. Taylor-
M. L. Cooke- ’
Paul B. Cornely,. M.
John J. Corson : .."
M. M. Davis .
Albert W.'Dent
Gen. William J. Donovan
Abe Fortas
Harry Goldblatt, M.D.
John Gunther
M. D, Keyserling

;. "Mrs. A, D.-Lasker

. Mrs. D. M. Levy
Mrs. D. Mahoney

Executwe director : Chat Paterson

Chairman: Same
Honorary vice chairmen:
William Green
F. J. McConnel!
Philip Murray
Bishop G. Bromley Oxnam
Treasurer: John J. Corson -
Secretary V. H. Rothschild 2d

Chairman executive committee: M. M, Davis

Board of directors:

. C. Frothingham, M.D.
James A. Brownlow
W. C. Taylor
M. L. Cooke
Paul B, Cornely, M.D.
John J, Corson
N. H. Cruikshank
M. M, Davis
Albert W, Dent -
John Edelman
Abe Fortas
Arthur Goldberg
Harry Greenblatt, M.D.
John Gunther .

M. D. Keyserling
John A. Lapp

U SRR

1850

Executive director: Frederick H. Robin

Chairman: Same
Honorary vice chairmen:
Williara Green
F. J. McConnell
Philip Murray
Bishop G. Bromley Oxnam
Mrs. F. D. Roosevelt
Gerard Swope
Walter Wanger
Tvyeasurer: M, L. Cooke
Secretary: Walton Hamilton

1952

Chairman Executive Committee: M, M.

Davis
Board of directors:
C. Frothingham, M.D.
Viola W. Bernard, M.D.
James A. Browlow

67514—61——15

Newbold Morris

Dorothy Newman . -

Erlc¢ Peterson .. - ’
Lilliam Poses : o
Emil Rieve et
F. D. Roosevelt, Jr."* -

Anna M. Rosenberg’- =~

V. H. Rothschild 2d

Samuel I. Rosenman -
Theodore Sanders, M.D.

. Max Seham, M.D.

Robert E. Sherwood

" Robert ¥F. Waguner, Jr.-

R. M. Walls, D.D.S. )
Hubert Wil : .
Matthew Woll - - .

Mrs. F'. D. Roosevélt

Gerard Swo

b {,‘9

Walter Wanger

Joseph Meyer, M.D).

Newbold Morris

Dorothy Norman -

Eric Peterson

Jacob Potofsky

Fmil Rieve , .
Samuel I. Rosenman ‘ :
V. H. Rothschild 2d

Theodore M. Sanders

Max Seham, M.D.

Robert E. Sherwood

Robert F'. Wagner, Jr, -

R. M. Walls, D.D.S.

Lester Washburn

Hubert Will -

Matthew Woll

M. L. Cooke

Paul B. Cornely, M.D.
John J. Corson

M. M. Davis

Albert W. Dent

John Edelman :
Frank F. Furstenberg
Arthur GQoldberg
Harry Goldblatt, M.D.
John Gunther
Walton Hamilton
Henry Kaiser

Mary D. Keyserling
John A. Lapp

Joseph Meyer, M.D.
Newbold Morris
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Board of directors—Continued :

Dorothy Normam - .~ - .~ Robert BE. Shers-ood
~James G. Patton - : Boris 8hiskin -~

Eric Peterson S W. C. Tayior
Jacob Potofsky Ceatiat Robert ¥. Wagner
Harry Read.' Coe R. M. Wallg,-D.D.8.
Emil Rlgve .. .. . - Lester Washburn
Samuel I. Rosenman . s Hubert Will
Theodore M, Handars. Wilson M, Wing, M.D.

T icommittee print]

:

INTERILQOKING BURVERSION IN COVERNMENT DEPARTMENTS .. - .

Report of the Suhcommiitee To Investigate the Administration of the Internal
Security Act and Other Internal Security Laws to the. Committee on the
Judiciary, U.8. Senate, 88d Congress, 1st session, on interlocking subversion
in Government departments, July 30, 1953 o . : .

INTRODUOCTION

On April 10, 1953, the Senate Internal Security Subcommittee of ths Senute
Judiclary Committee commenced & series of hearings on interlocking subversion
in Government, oL " -

Ghalrtz:&n V;leam E, Jenner (Republican, Indiana) opened the hearings with

>4 statement : : o e :

- ~The Senate Irternal Security Subcomimittee, under the anthority conferred on
it by the United States Senate to investigate ‘the exteut, ndture, and effects of
subversive actlvities in the United States,” duting the past 3.years hasg been
uncovering evjdence of extensive Communist penetration in Gevernment. - -

“The subcommitiee has been impressed by the extent to6 which the: Communists
it has exposed were nble o move; often with great facility, from one Government
agency to another, gpinning their web of intrigue and drawing with thenr in posi-
tions of power and influence. thelr eonfederates and auxiliaries. Ehe putpose of
this series of hearings wil be te determine the existence of and to exposé the
design by which Communist: agents were able to infiitrate the executive and
legislatives branchen of governmsrt - TR S

“The subcommitixe expects that these hearings will aid it in recommending
legislation to .proevent further inflitration, and to discover methods and indi-
viduals that the Communist International organization may still'be employing
today. St I R

“The subcommittee nndertakes this investigation primarily with the view to
preventing further inflitration and not to hold up to t2é pilory past misdeeds.
But the past is prolegue. The subcommittee hopes that all persons with knowl-
edge of this penetration will assist the subcommittee in its purpose” (p. 1).

The subcommittee had, several purposes foremost in mind in conducting these
hearings. It noted that literally scores of agents Had penetrated the United
States Government, and in its report on the Institute of Pacific Relations showed
how some of these were responsible for extensive perversion of policy that
consequently caused the loss of thousands of American lives and injury to the
interests of the United f3tatgs. . It noted that except in a few cases, all of these
agents, despite the racord of their subversion, had escaped punishment and some,
in positions of influence, continued@ to flourish even after their exposure..

: . e - i
ITT{E PAST I8 PROLOGUE

The subcommittee has made public for the first time a sectlon of a pecret
memorandum on espionage n our Government, one paragraph of which Lad been
quoted by Vice Presiderit Richard Nixon, then a Congregsman, in a 1850 speech.
He made known at that time that the document, dated November 25, 1845, was
prepared by ap intelligénce ngency of this Governinent, and was circnlated among’
several key Government agencles and made available to the President of the
United States.! o o

18ix years earlier, another memotandum was prepared by A. A. Berle, Jr., then Apsist-
ant Secretary of Btate, He wrota the memorandum when Whittaker' Chambers informed
him of the makeup of the Commuynist American underground. - This bore .the headin
“Underground Espfonage Agent” and coutained 27 names (p. 320). Of taese
appeared again in the Nixon memorandum. - ;
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The subeommiites obtained that memoragdum,. Itread inpart: . .

“This case (of Nathan Gregory Rilvermaster). firat came to the attention of the
Bureau on November 8, 1945, .when. Riisebeth Beutley, an officla} of United
Statew Serviea and Shipping, Inc., New York City, came into.the New York
office of the Burean and mmzmmt&mm 11 soamahahadbmwveh
engaged in Communist getivity and Sovlat.

"‘ghe stated ﬁzﬁ(g 1;0 ;938 fhi h&ctl’ bei: gmlaw var mclﬂel
of the Commnn ar s e began
with Jacob hea«l of World ’,L'onrls Inc,, which o  Was bainx
?t:dmsa S: rﬁm’r mtgr the So m?pm mq 13: organised United
ce Shipping., - W

“Under.Golos' direction and until hig death M%endw atated ﬂiat she
&an éx;:;iﬂu x:i and nnmn Mwm indmdnah engaged in espionage for

@ 8

“A.(ter Golog deat.b, in November 1948, ake eqntlnued to act as wch 8 emx:io:

Uaigon under the direction of B;srlz Brow

“Dmlng the latter part of 1844 af; the lns&qtenea of Soylet. representativea fn
the United States and with Browder's consent, the varfous espionage groups. with
which she had been maintaining liaison were turned over. dlxch.y to the, Soviet
ageats, only one of whom she has been, aole ta identify.

“Phis, Soviet representgtive. who has;uwed the cover, n o ‘Al’ has beenidenu
fled as Anatole Gromov, aecretary ot the Soﬂeb asay, Washington, D,C.,
who since hls n&xlva}. in tht: lUnxted, o b ,;‘15.'\19,44. &1&% heex;

suspected b, nureau o Lhe PI-activities. agsll
Zubilin, gox.-mer Second Secreta;y of the Soviet mmhmy who Wag recalled to the
Soviet Union in July 1944, ubilin was reported head of all NIEVD activity
in North America,

“Bentley has stated
c¢ontact: under Golos' §

*“The esplonage gy
of the United Statgh

ft.t the esplonage agenys W

{th whom she bad been in
A Browder's dipe ST}

oeking for the\NK V.

Wmmw i o XY .hvll

apartment of John AUt Rk 0 odx
~of America, CIO, in Ne vidmls m thiﬁ rr ] lncl.nde

Charles Kramer, an invebtjgator for Senator Kngopgs committee ipthe United

States Senate; Henry Magdd€ of the-War Predugtien; Board ; Edwafd Pitzgerald,

iormeﬂyotthe'measur ) ththanwiﬂ;thsWar ction Board ;
Donald Wheeler of the Office of Strg feglg . 8 MgryrPrice, formerly em-~
ployed by Walter: Lippmann in Wasliligten,-Ivd=#08d now working for the

United Office and Prefessional Woxkers of Ametdoa. CIO0, in New: York Clty;
Maj, Duncan Lee of William Donovan’s law firm in New York City who.is alsq
in the Office of Strategic Services. Theye weresvarious other mluca' Government
employees in this group including 8ol Leghinsky and George: Perzich who were
employees of the United Nations Rellef and Rehabilitation Administration.
Bentley adviged that members of this group had told her that Hiss of the State
Department had taken Harold Glasser, of the Treasury Department and twa or
taree others and had turned them over to direct control by the Soviet repre-
gentatives in this country. In this regard, attention is directed to Whittaker
Chambers’ statements regarding Alger Hiss and to the statement'by Guzenko
regarding an assistant to-the Secretary of State who was a Soviet agent.
“Less important individuals with whora Bentley had contact and who were
apparently not in a well-knit organizational group were Robert Talbot Miller IXI,
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of the I)(’puranont nf State; Maurice Halperin of the Otfice of Strategic Services;
Julius J. Jeseph of the Qfice of Strategle Services ) Holen Tonney of tho Offes of
Btrutegie Services; Willard Park of the Oflice of the mrdumtur of Inter-
American Affairs; Michael Greeuberg of Foreign LEcousomie Administration:
Willinm Remington, formerly of the War Production Board and subsequently
indvcted Into the Navy; Bernard Redmont, also with the Coordinator of Inter-
Amegican Affairs,

“The Bentley woman was explicit in that all of the individualg actively
engreed In espionage for the Soviets named by her were furnishing information
frora the tiles to which they had access in Washington and many of them prior to
Golos’ death paid their Communist Party dues to Golos through her.

“To date over 80 individuals have been named by Miss Bentley as belng con-

nected with the Soviet esplonage organization either in Washington or in New }
York. Of this number 37 have been identifled as employeeg of the United States: .
Government In Washington, D.C. Bentley has stated that each of these in- '

dividuals probably obtaived information from others elther casually or through
aetual recmitiug and with whom Bentley herself did not come in contact” (pp
T1-73) %

The meworanduin also said ;

“Igor Gouzenko, former code cierk i the office of ©:hi. Nikolai Zabotin, Soviet
willitary attaché, Ottawa, Canada, when interviewed by a represcutative of this.
Bureau and officers of the Royal Canadian Mounted Police. stated that he had
been informed by Licutenant Kulakov in the office of the Soviet military attaché
that the Soviets bad an agent in the United States in May 1945 who was an assist-
ant to the then Secretary of State, Edward R. Stettinius” (p: 71).2

TWO SOVIET BINGS EXPOSED

In addition to identifying the more than 80 particular Communist agents, 87
of whomm were in the United States Government, Elizabeth Bentley testifled
before our subcommittee on May 29, 1052, that to hier knowledge there were 4
Soviet espionage rings operating within our Government and that only 2 of

these have been exposed.
¢ “Miss BENTLEY. First, on the point as to whetlier or not there sre Communists.

% still in the Govermment, I agree with Mr. Chambers * on that.
“AMr, Morgris, In what respect?

“Miss BeERTLEY. I agree with him that quite obviously there still are Com-
munists in the Government, partially because it is an obvious thing and partially

because I was told by one of my Soviet contacts about the existence of otier

groups in the Government.
“Mr, Morris. In other words, you knew there were espionage rings other than
wvour own in tha Gavernment and yon know thoy haven't hoon avnogad,

“Miss BENTLEY. I know they haven't becn expo\,ed 1 was not told who they

! are, but since they were not exposed, obviously they are still operating.
s “Mr. Morurs, You knew of two individual rings working under you?
“Miss BenTLEY. T'wo individual rings plus a collection of individuals I dealt

with individually.
“Mr. Monris. One was the Silvermaster ring?
“Migs BENTLEY. That is correct.
“Mr. Monrrs. And the otber? g
' “Aixg BENTLEY. We called it the Perlo group.
“Mr, Morrig. You had some indirect knowledge that Alger Hiss was operating
in the Communist framework, did you not?
“Miss BERTLEY. Yey. One of the members of the Perlo group had at one time
been taken out of that group by Mr. Hiss and turned over to the Russians, and
4 I discovered that during the course of my ialking to one member of the group.
“Mr., Moriia. In other words, there was a stili & third group that you knew of’
that existed at that time.”
L] % % & L * L

7 Al page references are to the hearings on Interlocking Subversion in Government De-

yartments unless otherwise indicated.
! ‘ "T'his s the paragraph quoted by Mr. Nixon in his 1950 speech.
+“¥Vhittaker Chambers, In concurrent testimony (IPR, p, 4776).
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THE EXTLNT OF THE VLENEIRATION

According to the evidence in our rocords, those involved in the secrel Cuin-
munist underground included an executive assistant to the President of the
United States; an Assistant Secretury of the Treisury ; a United States Treasury
attaché in China; the Director of the Office of Special Political Affairs for
the State Depm'nnent: the Secretary of the International Monetary Fund: the
head of the Latin-American Division of the Oflice of Struategic Rerviees; a
member of the National Labor Relations Board; secretary of the National
Labor Relations Board; chief counsel, Senate Subcomnittee on Civil Libertles;
chlef, Statistical Annlysis Branch, War Production Board; Treasury Depart-
ment representative and adviser in Financial Control Division of the North
African Eeonomic Board In UNRRA and at the meeting of the Council of
Forelgn Ministers in Moscow; director, Natlonal Researeh Project of the Works
Progress Administration,

THE FIRST PENETBATION

The firsf organized subversion encountered by the subcommitice, in point of
time, wuas that accomplished by the Harold Ware underground cell of the
Communist Party in Washington, D.C?, in the caxly 10305, With the recognition
that only someonce who has been among the ranks of fhe Communists can
authoritatively testify as to who #lso were in the ranks, the subcommittee
took festimony from two membiers of this cell. They were Whittaker Chawbers
and Nathaniel Weyl® In setting forth the members of the Ware cell, we are
listing the positions which _the¥ subsequentiy. g achieved in gmmmnent or in
public life and how thpyiestitied when they \\u'e xubpumed by the subcom-
mittee,

Nathan Witt wis attorney for Agricultural nd}\m{mcnt Adininistration;
Assistant Genepal Counsel, National bhor Relatious Bohgd; the secretary,
National Lab Relations Bm;d (L wokod _his constituti 03311 privilege of
refusing to afswer on the grouud hat hp could uo& be compell 0 bear witness
against. hin

self.) e

Lee Pregsman, A'%S}?iﬂnt Genefal Lm nsel, xgajioulture Adjustipent Admin-

istration; /(&:uwml Counsel, Works Pmﬁ S inistration and Resettlement

Adminjstfation; general “ceunse "CI Admltted C mmumst cmbership

before tlfe House Un-Amenca;g? it Oon ittee.)
1

John fJ. Abt, attorney for A Iturgl Adju tm Administration ;| Assistant

Genera Couun., Works P s Administratio, sxpecigll counsel, Pecurities
and Ex¢hange Conunission; ¢ cotinpel, Lalc itte Civil Libertics Cgummitice;
special ‘mmmntt the Ath ;L qu l;\rwxlo e.)

{:‘!:3:1 oo __mwv. . AA.,‘:?E"“ ““-hwhﬁxnbﬂ A-n!n Mtnn- Natioal Vanth
Adminigtration, st3ff mem LaFoll Y l’v Libertie&; (ommittoe National

Yabor Relations ard; sidll wmbeq Sena mmittee on Wiy Mu ilization
staff mepmber, Seuq\f \uﬁwmm ttee on, Wysftjitne Be'(‘th and Educafion. (In-
voked privilege.) \

Ilenry Y. Collins, Jr., National R@qmer\' dministmtwn, Soil onservation
Service; Interstate

bor Department staff mepmber, {House fiunit tee
Migration; gennte Com ﬁ::e on Small Buginess ;- Senate Subfommittee on
'.l‘elchnologic' \Iobillyatlm entered military|, Ggvirnment serfice as captain
and retired as major; State” ‘Department, displaced persong/program; Inter-
governmental Committee on Refugees. ( Invol\ed privilege.)

Victor Perlo, National Recovery Administration; Home Owners’ Loan Cor-
poration; Commerce Repartment, economic analyst; Ofitée of Price Administra-
tion, Chief Statistical Analysis Branch; War P;pd’uction Board on problems
of military afreraft produc‘t‘lm,,_il;‘[mg_lml)epﬁrtment Division of Monetary
Rescarch.  (Invoked privilege.)

Havold Ware, consultunt to the Agrienlture Department.; (Deceased.)

Alger Hiss, assistant to the General Counsel of the Agricultural Adjustment
Administmti(m; coungel to the fienate Committee Investigating the Munitions
Industry; staff of the Sollclior Gencral of the United States; special aasistant
to the Director, Office of Far Eastern Affairs; Director of Office of Special

—

51t also took the executive sesslon testimony of another ex-Communist who was part -

of a less important Government Commuanist ring that operated at that time and gave
considerable corrohoration to the Chambers and Weyl testimony.

LSRR R ERE . BT W B Th AL A a5 R R B S ¢ R T
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Political Affairs, Department of State; Secretary General, United Nuations
Conferviice,  (Deunted Communist Party mewbership before HUAC)

Donald }iss, attorney, Publiec Works Administration; Assistauni Soilcitor,
Departwent of Labor; assistant to the legal adviser in the Departmment of
State, (Denied Communist Party membership.)

Set forth herein are some of the individual cases reviewed by the subcom-
mittee,

BOME CABE MISTORIES
Harold Qlusser

The Nixon memorandum made reference to Iarold Glasser in 1045, It read:

“Bentley advised that members of this group bad told her that Hiss, of the
Stute Department, had takeu Barold Glasser, of the Treasury Department, and
2 or 3 others aud had turned them over to direct control by the Soviet represent-
atives in this country” (p. 72).

When Miss Bentley appeared before the subcommittee in 1951 and 1952,
she testifled in greater detail about Glasser.

“Misa BeExTLEY, In 184 I took a group of people 1 called the Perlo
group. * * * One of the members of this group was a Mr. Harold Glasser in
the 'reasury. In the process of checking everyone's past, I found that Mr,
Glasser had, at oue time, been pulled out of that particular group and had been
turned over to a person whom both Mr. Perlo and Charles Kramer refused to
tell me who it was, except that he was working for the Russiansg, and later
they broke down and told me it was Alger Hiss” (1. P. R. pp. 441-442).

Whittaker Chambers has also testified under oath that he had met Harold
Glasser.

In his book, “Witness,” published in 1052, Chambers writes:

Harry Dexter White was the least productive of the four original sources.
Through George Silverman, he turned over material regularly, but not in great
quaantity. Bykov fumed, but there was little that he could do about it. As a
fellow traveler, White was not subject to discipline. Bykov suspected, of
course, that White was holding back material. “Du musst ihn kontrollieren,”
said Bykov, “you must control him”-—in the sense in which police “control”
passports, by inspecting them.

I went to J. Peters, who was in Washington constantly in 1937, and whom I
also saw regularly in New York. I explained the problem to him and asked
for a Communist in the Treasury Department who could “control” White.

* & 4 » ¢ L] L J

only would it have been prejudicial to the national interest to have releascd them
then to an unauthorized person, but now, 10 years later, it would still be pre-
Judicial to the national mrerssc 0 release thoss uuc::::.::ts?

“Mr, WELLES. In my judgment that is entirely correct, sir” * (pp. 1390-1391).

When these documents were delivered to Chambers, Alger Hiss and Harry
Dexter White hield relatively minor pesitions in the Government service. In
the years that followed, as dlready noted, they gained entrance to the innermost
command posts affecting American forelgn policy.

Dr. Edna Fluegel, a former State Department foreign affairs specialist, was
asked about Hiss' ultimate access to recret documents when ghe appeared before
the subcommittee in the 1PR hearings,

“Mr. Morrrs. What documents or what material would be avmlable fo him
[{Hiss] in that role?

“Miss FLueseL. Everything that existed.

“Mr. Morris, Everything in the entire Department of the highest clossifi-
catlon?

“Miss Frurcern. Yes. At that particular time, you see, postwar involved
everything, economics, sccial, political.

“Senator WATKINSE. Do yvou know that of your own personal knowledge?

“Miss FLUFGFEL. Yes You see, everything, every single decigion—at that time,
they had this top Secretary’s Omnmittee which was the final place where policy
decisions were made, and it really operated then. So that every paper on every
subject requiring top policy deciston came to it, and Mr. Hiss was ex officio a
member of that committee,

“Senator WATKINS, And all that material wus then available to him as it was
to the members of the committee?

“Miss FrueeeL, That 18 right”* (p. 2838),

2 Hearings regarding Communist esplonage in the United States Government, pt. II,
by House Un-American Activities Committee, 80th Cong.. 2d gre

o1 Institute of Pacific Relatlons hearings, pt. VIIL, by Senate Internal Securlty Sub-
ocommittee, 824 Cong.

g

-
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THE DESIGN

The design of Communist penetration testified to in past years by Elizabeth
Bentley, Whittaker Chambers, Louis Budenz, Nathaniel Weyl, and others,
was clarified and substantiated by the documents adduced in the Senate Internal
Security Subcommittee’s bearings this year. All of the Government employees
exposed by these witnesses were threads in this design.

. When the yprineipal concern of Government was cevnomic recovery, they
were in the Agricultural Adjustment Administration, the Works Progress Ad-
ministration, the National Recovery Administrution, and new sections of old
departments. During the war, they joined such wartime agencies as the
Board of Econvmmic Warfare, the Federal Economic Administration, the Office
of Strategle Services, and the like. Toward the end of the war and in the
postwar period, they were opersting in the foreign policy field. At the end
of the war, they were gravitating toward the international agencies,

They colonized key committees of Congress (p. 340-345). They helped write
laws, conduct congressional hearings, and write congressional reports. (See >
testimony of Harry Collins, pp. 1 ff.; Charles Kramer, pp. 827 ff.; Charles Flato,
pp. 487 fi.; Frederick Palmer Weber, pp. 177 1)

They advised Cabinet members, wrote speeches for them, and represented
them In intergoverumental confercnces, (See testimony of Iarry Magdoff,
pp. 200 ff.; Kdward J. Fltzgerald, pp. 241 ff.; Harold Glasser, pp. 53 f£.) They !
staffed interdepartmental commitices which prepared basic American and ‘
world policy. (Sece IPR hearings, pp. 2823-2:37.) |

Perlo's duties and responsibilities at the Treasury included the following:

“To serve as an adviser and be responsible for recommending actions required
in the following fields:

“(a) Aspects of domestic cconomy in reiation to international financial affairs
such as the supply of money aud its speed of civeulation, bank deposits, snd
lending activity, the volume of private ravings and their absorption through L
domestic investments, production, and ewployment trends in industries with
important potential export markets.

*(b) The effects on domestic economy of current international financial de-
velop(x)m;enm and the prospective effects of international financial proposdls * % *"
(p. 402).

The man who wielded this power in the Government of the United States
is now an open propagandist for the Soviet world couspiracy. His book,
“American Imperialism,” was brought out by International Publishers, which
18 the official Communist Party publishing house in the United States. The
bhook was given the highest praise that communism bestows when the Dally
Peanle’s World. v.est coast “mouthviece” of the party, hailed it with these
words: “Perlo bings Lenin on imperialism up to date” (p. 406).

Adler lived with Glasser when both were faculty members at the People's
Junior College in Chicagy. Adler was representative of the Treasury Depart-
ment in China after March 1, 1944, He returned to duty in Washington Oec-
tober 5, 1949.%

Adler was nominated by the Treasury in 1942 as the American representative
on the American-British-Chinese Stabilization Fund. The function of this fund,
presumably, was to save Natioualist China from the inflation that did so much
to weaken it as it faced the Communist onslaught.

In this connection, the subcommittee calls attenion to a note found among
the papers produced by Whittaker Chambers which was written in Harry
Dexter White's own hand :

“We have just agreed to purchase 50 million more ounces of silver from
China. China will have left (almost all in London) about 100 million ounces
of silver. Her dollar balances are almost gone.”

When Mr. Nixon introduced this note on the floor of the House on January
26, 1950, he said:

“T discussed this excerpt with 2 man whose judgment I value in analyzing
such documents, and he informed me that that information in the hands of
individuals who desired to embarass the Chinese Government would be almost
invaluable.”

# Hearings regarding communirm in the U.8, Government before the Houge Commit-
tee on Un-American Activities (81st Cong., 2d sess., p. 1726).



s
3
:
3
i

e

i

[ 2=

220 NOMINATIONS

THE MET OVER CAPITOL HNILL

On February & 1947, the late Senator Robere M. La Follette, of Wisconsin,
wrote an article for Collier's magazine entitied, “Turn the Light on Connnunism,”
Collier’s introduced the article with this statement ;

“The former Senator from Wisconsin speaks as one of Am(»rl(u 5 most noted
lHberals in outlining his program for fighting a serious menace.

On the basis of what he =aid in 1947, it had been the subcommittee’s inten-
tion to usk Senator La Follette to appear hefore it.  IHis regrettable death inter-
fered with the subeommittee’'s plun. However, it is pertinent to examine his 1947
arti¢le in the light of what has happened since then, Here are some signiticant
paragraphs from Senator La IFollette's article:

“I Know from firsthand experience that Communist sympathizers have infil-
trated into committee staffs on Capitol Hill in Washington. IFrequently they
have been associated with desirable legisiation and worthy objectives, hut always
ready to further their own cause at the expense of the legislation they were
advocating. A few years ago, when I was chairman of the Senate Civil Liberties
Committee, T was forced to take measures in an effort to stimmp out Inlluences
within my own committee staff,

“Pruring the Inte Congress, the s*aff of a subcommittee of the Senate Committee
on Education and Labor was infiltrated by fellow travelers., 'The staff of the
Pepper subcommittee on Wartime IHealth and Bducation was diligent in its
efforts to take matters into its own hands, and probably did great harm to the
cause of improved health in this country by its reckless activities. 1 was ap-
pointed a member of this subcominittee, but T resigned from it later—partially
hecause of the pressure of other duties (the congressional reorganization bill
was taking much of my time) and partially because I did not want to be asso-
ciated with a program of a staff in whom I could not have complete confidence,

“Later, the staff released a report and recommendations on health legisiation
under highly irregular procedure that prompted severe criticisim on the floor of
the Senate. The report was a favorable recommendation on a highly contro-
versinl national health program. It was released with the implication that it
had the approval of the sub and full committees.

“Similarly, the Kilgore subcommittee on War Mobilization (of the Military
Affairs Committee) and the Murray Special Committee on Small Business had
staffs that many Senators believed had been infiltrated hy fellow travelers,

* t % * * * *®

“One of the important ways in wiich fellow travelers on committee staffs have
carried on their activities is through the illicit use of cominittee information.
Tn general. comniittee staffs participate in executive sessions and have access
to committee files, which frequently {anclude private docuirents wiich the co-
mittee has obtained under subpena on recommendation of the staff. Unscrupu-
lous employees can give out this information to friends, as a private spyving
system against their enemies as an advance tipoff of committee thinking, or as
a means of bringing pressure to bear where it might effect a desired course
of action,

“On several occasions I have had the revealing experience of receiving prompt
protests and advice from strange and remote sources the day after I had voiced
anti-Communist sentiments or voted contrary to the prevailing Communist Party
line in execcutive sessions that were wholly unreported in the press, Such
reactions could not occur without an effective grapevine.

“¥iven more insidious ig the practice of coloring the information that is dis-
seminated so that local organizations, party-line newspapers, periodicals, and
circular letters can incite and inspire any desired reaction by high-pressure propa-
ganda techniques. This device is most effective under conditions where the
legislation or parliamentary situation is highly complex.

L] * » ) * L L

“With regard to winimum wage and FEPC legislation, it is my personal con-
viction that the Communists and fellow travelers who lobbied on these bills
preferred to get no bille at all. I learned after the completion of the Senate
hearings or the minimum wage bill that hearing schedules had been rigged to
the end that testimony from anti-Communist sources on the bill was not taken,
or else received rierely as a statement for the record rather than as testimony
hefore the committee, Committce employees are well aware thai testimony and
information can be made to appear either important or unimportant depending
on how it ia released or scheduled.

* * * * * * *
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“The difficulties of proving Cisloyalty charges are great, and the eivil rights
of employees must be protected from witeh hunte, It e elear, however, that the
Government has not made very serious efforts to investigate questionable em-
ployees.  In 1845, when the civil service “suitability” investigations were at a
peak, only about 1 person out of every 25 plucements was checked., Only 74
persons out of =everal million placed were declared ineligible on grounds of
disloyulty.”

Nine of the witnesses who appeared before the subcommittee and invoked
their privilege apgainst self-incrimination had heen attached to committees in
one or both Houxes of Congress. They are John Abt, Henry Colling, Charles
Flato, Charles Kramer Harry Magdoff, Margaret Bennett Porter, Herbert 8,
Schimmel, Alfred Van Tassel, Frederick Palmer Weber, and Allan Rosenberg,
who invoked his privilege against inerimination before the HUAC, and Alger
Hirs nlso served on Capitol Hill.

Abt was chief counsel to Senator La Follette's own subcommittee on Civil
Liberties (p. 645).

Alger Hiss was n legal assistant to the Scenate Committee Investigating the
Munitions Industry.

Allan Rosenberg was the first man hired under Abt on this committee and
followed him into the National Labor Relations Beard, where he ultimately
became senior attorney in the Iitigation Division,

Flato was publie relations oflicer of the La Follette committee. He was also
attached to the House Committee on Interstate Migration (pp. 490, 491).

Schimmel was also on the staft of this committee (report of the subcommittee
January 2, 1953, on Activities of United States Citizens Employed by the United
Nuations, p. H).

Kramer was a field investigator for the La Follette committee, “working on the
reports” and “preparing for hearings.” 1le also had “final responsibility” for
the reports of the Senate Subcommittee on ‘Technical Mobilization and was
attached to the staff of the Senate Subcygmmittee on Wartime Health and Educa-
tion (pp. 339, 371, 363,

Magdoff was assigned by the then Secretary of Commerce, Henry A, Wallace,
to serve as consultant with the Senate Special Committee To Study Problems of
American Small Business (p. 316).

Van Tassel was ou the staff of the same committee (report of this subcom-
mittee January 2, 1953, on Activities of United States Citizens Employed by the
United Nations, p. 6).

Collins was director of the Senafe Small Business Committee and coordinator
of fleld hearings for the House Committee on Interstate Migration (pp. 33, 50).

Weber was attached to the staffs of the House Committee on Interstate Migra-
tion and the Senate Subcommittee on Technical Mobilization (pp. 178-180).

i, 10itor was a mimolr of the Sin& of the Yonate Committan on Tntoretata
Commerce (p. 736).

It is important to note that four of them, Abt, Hiss, Kramer, and Collins, were
named by Whittaker Chambers and Nathaniel Weyl as members of the VWare
cell, which was the general staff of the original Communist underground in
Government. Miss Bentley also testified that Abt and Kramer were part of the
Soviet espionage ring which she served in the 1940's.

It will be recalled that Senator La Follette named his own subcommittee, as
well as three of the other bodies named above as among those congressional com-
mittees which had been infiltrated. It will also be recalled that he charged this
infiltration had occurred through assignment of persons from executive agencies
of the Government. Other charges by Senator La Follette included the accusa-
tions that a committee staff released a report on legislation ‘“under highly
irregular procedure,” that they “carried on their activities through the illicit
use of committee information and gave out this information to friends as a
private spying system against their enemies or ag a means of bringing pressure
to bear where it might affect a desired course of action.”

. Senator BexnNerre. Before we adjourn, Mr. Chairman, in fairness
to Mrs. Shearon, she said earlier in her testimony that she had a lot
of telegrams she wanted to offer for the record. I do not think she
had the opportunity.

Mrs. Suearox. Thank you very much. Actually, I would have
liked to put in the 300 letters and telegrams I have received from all
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over the country. But I suspected you might not like me to put in
so many, o T have picked some of the best ones.

The Criatraan. We can aceept. them as part of the record of the
committee, but not aceept them as part of the printed record,

Mrs, Suearoxn, Can you put just a few in the record, as some of the
authorizations for my testimony !

Thoe Cuatryax. Ave they authenticated?

Mres, Suearox. I picked out a small bunch.

The Citamearan. We shall look them over.,

The Chair would like to insert in the record at this point a letter
he received from the Secretary of Health, Education, and Welfare,
the Honorable Abraham Ribicofl.

(The letter 1s as follows:)

THE SECRETARY OF HEALTHI, EDUCATION, AND WELFARE,
Washington, Februury 16, 1961,
Hou. HArry Froon ByRrbp,
/.8, Scuate, Washington, D.C,

Dear SEXATOR Byrp: I want you to know how much I appreciate your in-
structing Mrs., Springer to send me copies of the correspondence concerning
Wilbur J. Cohen. I have read these letters with interest.

There is no question but that Wilbur Cohen is a controversial figure. He
himself had told me this. Mr. Cohen has been in the forefront of the social
security fleld since its inception. During theaz yvears he has made both enemies
and friends. Both groups feel strongly about him.

There have been five loyalty determinations covering Wilbur Cohen, the last
decision having been hianded down by the International Organizations Kmploy-
ees Loyalty Board on March 4, 1935, All of these hearings have resulied in
favorable decisions for Mr. Cohen, each concluding that there is no reasonable
doubt as to his loyalty, As a matter of fact, the 1933 hearing granted Mr. Cohen
the security clearance of secret.

During the first busy month of this administration, Mr. Cohen has been
ontstanding. 11is knowledge, ability, and dedicution is of the highest. I hove
discussed him personally with Members of Congress and of the Cubiret who
have known him for many vears. All of them vouch for his ability, intcgrity,
and sincerity., While there may be sincere differences among Members of Con-
gress and the public concerning Mr. Cohen’s philosophy, yet in the final analysis
3 4 B0 ¥ rhe malco the nollor docdeione of thie Nenartmaent anhisct of coursa
to the policies established by the President and the laws passed by the Congress
of the United States. Mr. Cohen fully understands that within this framework,
he will carry out the declsions.

Again, thank you very much for the many courtesies you have extended to
me. Iam,

Sincerely,
ABRATIAM RiIBICOFF, Seccretary.

(The following letters and telegrams referred to by Dr. Shearon
were subsequently inserted in the record at the direction of the Chair:)

WE, THE PEOPLE,
NATIONAL COALITION TO COMBAT COMMUNISM IN THE UNITED STATES,
: Chicago, IW., February 14, 1961,
Miss MARJORIE SHEARON,
Chevy Chasge, Md.

DeAr Miss SHEARON: We have just had word from Drs. Pavey and Rumph
that you nced our authorization to represent us before the hearings on qualify-
ing Prof. W. J. Cohen for his appointment. We are happy to have you do so on
the basis that he has a reputation of affiliations with Communist fronts and is
not, therefore, a fit American to serve in our Federal Government, even 88
Assistant Secretary of the HEW Department,

While you are at it, you might ask why the HEW Department has never
cleared itself of charges by Herbert Philbrick and Dr. R. P. Oliver. These
are, according to Phiibrick, that the Department of Health, Education, and
Welfare employs fully one-third of the top echelon of Communist conspirators
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in this country. And, according to Dr. R. . Oliver, University of Illinvis, he
estimates that 75 percent to 80 percent of the responsible oflicers in the HEW
Department are Communist conspirators.

1f these charges are true, then, of course, W, J. Cohen would be in his element.
But, even 20, it is best 6 cut down the proportion.

Why not inspire an investigation of the HIZW Department because these are
the characters that will be determining bow our children are taught in the
public schoolg after Federal aid for teachers’ salaries goes through.

With kind regards and best wishes to you,

Havey T EVERINGIIAM,

CoonrnINATED Civic COMMITTEES OF AMERICA,
Houston, Ter., February 26, 1961.

Re appointment of W, J. Cohen, Assistunt Secretary of HIEW,

Dr. MARIORIE SHEAKON,
Chevy Chase, Md.

DeAr DRr. S1teAroN @ The undersigned committee has given full consideration to
the W, .J. Cohen appointment to the position of trust as Assistant Secretary of
HEW. Our investigations indicate that you propose to subinit factual testi-
mony, on the practices and affairs of the appointee in question, before the Senate
Finance Committee. We urge that you do so, and request you to register the
opposition of the full body of Coordinated Civie Committees of America to this
irregular and dangerous appointment.

Yours sincerely,
B. Ep ¥ ArD BURGESS,
Mcmbver, National Affairs Committee, Coordinated Civic Committees.

Kinston, N.C.
The SHEARON LEGISLATIVE SERVICE,
Chery Chase, Md.

My DeAR Dr. SurparoN: I am alarmed at the number of people with subver-
sive records who are being appointed to Government position. For more than 20
years I have watched numbers of appointments confirired because there was no
protest from the people. Please present my protest to the committee when Mr.
Cohen’s name is presented. I will join you in presenting the record you have
given us in your “Challenge to S8ociglism.”

STELLA K. BARBEE.
RS S—

. Frixr, MicH., February 21, 1961,
Miss MARJORIE SHEARON,

Shearon Legislative Nervice, 8801 Jones Mill Road,

Chevy Chase, Md.:

Your exposuro of Wilbur Cohen's past record with subversive connections and
associntions is a great patriotic service and should 1eceive support by all right
thinking and properly motivated Americans. Count me a loysl supporter.

Sincerely,
GEORGE V. CorovER, M.D,

OrLAHOMA CrtY, OKLA., February 11, 1961.
r. MARJORIE SHEARON,
Chevy Chase, Md.:

This is to designate you to testify before the Senate Finaace Committee on be-
half of 550 members of the Oklahoma County Medical Society regarding our
opinion relative to the lack of qualifications of Prof. Wilbur J, Cohen for his
propoesed appointment to the Department of HEW,

RicHARrD CARPENTER, M.D,,
President, Oklahoma County 3edical Socicty.
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Kraxarin Faves, Orks., February 15, 1961,
Dr. Manjoriy SHEARON,
Chevy Chuse, Md.:

I urge you to appear before the Senate Finance Committee to protest the ap-
pointment of Wilhur J. Cohen as Assistant Seeretary of Health, Education, and
Welfare. T have already azked Senator Byrd to invite you to appear. Cohen's
long record of dishonesty and loyalty to Socialist, Communist causes should be

expoused and proved fo the Senate Finance Committee,
Winrias G ¥sirony, Jr.,
Klamath Fulls, Oreg.

ALvIN, TeX,, February 14, 1961.

Dr. MARJIORIE SHEARON,
Chery Chase, Md.:

Please present your facts on Wilbur Cohen, the Assistant Secretary of Health,
Lducation, and Welfare Department appointee, to Senator Byrd. The Ameri-
can people cannot stand a man such as this in our Government. American patri-
ots will support you in this fight to stop this appointment. Please do not let us
down,

DoxaLy Kixg, Liverpool, Ter.

Saxts Banpara, CAnrr,
Dr. MARJORIE SHEARON,
Chliery Chase, Md.:
At meeting last night Santa Barbara County chapter of AAPS unanbhmmously
voted to oppose appointment of Wilbur J. Cohen as Assistant Secretary HBW,
Urge you present your excellent documentation on this subject to appropriate

Senate committee,
Jonnx R. RypeLL, M.D,,
Pregident,
GrANvVILLE F. KN1611T, M.D,,
Member of Council.

RosweLL, N. Mex., February 1}, 1961.

MARJORIE SHEARON,
Chevy Chase, Md.:
You and the Ohio Coalition of the Patriotic Organizations are to be commended

for having more intestinal fortitude than the insurance industry and medical
profoction in protestine tha snnaintmant. of Wilhur J. Cohen. Under Secretary,
HBEW. Please add my protest to yours in the appointment of this known Com-
munist-fronter to such a position of trust. He is certainly not fit for the posi-
tion and would appreciate your telling me how Anderson votes on this mwan and

his record.
Georee S. RicaarpsoN, M.D.

DaLras, TEX., February 22, 1961.

Dr. MARIORIE SHEARON,
Chevy Chase, Md.:
Please add the name of the Board of the Dallas Federation of Women's Clubs
to the list of those groups opposing the appointment of Wilbur J. Cohen as As-
sistant Secretary for Health, Education, and Welfare because of his past record
of favoring Federal operation in these fields. We firmly believe such matters

should be handled locally.
Mrs. GECRGE A, RIPLEY,

Chairman of Legislation.

Davvas, TEX., February 20, 1961.

Dr. MARJORIE SHEARON,
Chevy Chase, Ad.:

The 100 members of American Legion Post No. {81, who are Dallas business-
men, protest the appointment of Socialist Wilbur J. Cohen to be Assistant Sec-
retary of the Department of Health, Education, and Welfare. In our opinion,
this individual is net suitable for employment by the Federnl Government.

Please make our position known.
C. R. BIrBARL, Commander.

B T R AT
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CoruxMBus, OHI10, February 13, 1901,
Ilditor MARJORIE SHEARON,
Chevy Chase, Md.:

The board of directors of the Central Oblo Academy of Geners' Practice, a
component chapter of the Ohio and American Academy of Genera  ‘ractice has
unanimously and vehemently gone on record in oppousition to the proposcd ap-
pointment by President Kennedy of Wilbur J. Cohen at JIEW Department
Assistant Smrr(*tury. The board of directors also strongly urges you to repre-
sent us and gives you the authority to voice our united protest when considera-
tionn of the appointment of Wilbur J, Cohen is presented and discussed. Thank
you,

WabeE D. Bowegr, M.D.,
President.
Earrt . McCarister, M.D,
Scerctary-Trecasurer.

CorumBus, Onro, February 13, 1961.
Dr. MARJIORIE SHEARON,
Chevy Chase, Md.:

The Watch Washington Club of Columbus and Central Ohio, with a member-
ship of 300 members and afliliates, object to the man Cohen the administration’'s
choice for the position of Health, Education, and Welfare. His past record is
to far to the left to speak mildly to represent the American people on cither
health or education or welfare.

Mrs. WARREN GRIFFITHS, President.

MINNEAPOLIS, MINN,, February 14, 1961.
Mrs. MARJORIE SHEARON,
Chevy Chase, Md.:

As a mutual sickness and accident and hospital insurance company we are
disturbed by the plan to add Government interference with medicine and insur-
ance through increased Social Security taxes. For this reason we oppose the
creation of a Department of Medical Care inn the Health, Education, and Welfare
branch of the Government, and the appointment of Mr. Wilbur Cohen as the
Assistant Secretary for Legislative Matters to carry out the plans.

PAaurn CLEMENT,
President, Minnesota Commercial Men's Association.

INpIANAPOLIS, IND.,, Fcbruary 13, 1961.
MARJORIE SHEARON,
Chevy Chase, Md.

With the Senate Finance Commniittee will you include this telegram as our
protection against approving Wilbur J. Cohen as a top official for the social
security department? Since the days of the Wagner-Murray-Dingle bill, we have
watched his maneuvering to work up appearance of grassroots call for what
he wishes to promote. We doubt that some of his promotion associates have
our country’s best interests at heart. Seems determined to bring about social-
ized medicine, compulsory insurance, and a Socialist-type government, yet all
the time denying it. Surely someone more loyal to human liberty, constitutional
government, and individual enterprise can be found for the appointment under
consideration.

't FORTY-NINERS,

Mrs. MARJORIE SHEARON,
Chevy Chase, Md.

We desire to have you represent us at the hearing before the Senate Finance
Committee in regard to the qualifications of Wilbur J. Cohen for the post of
Assistant Secretary of HEW in charge of legisiative matters.

Mrs, E. F. BRockMAN, Citizens for Freedom.
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Suaaar, Migs,
Dr. MARJORIE SHEARON,
Chevy Chuse, Md.:
8o glad you will testify agaiust Cohen. Individuals for Freedomm strongly
protest his appointment,
Regards,
Mary D, CaiN, Nativual Chairman.

CoruMmnus, OH10, February 13, 1961,
MARJORIE SHEARON,
Chevy Chase, Md.:
Represent these organizations in opposing appointment of Wilbur Cohen;
Property Owners Associntion Tax Payers, Ine, and Ohio Educational Council.

EpyMonp W. REEsE.

Fort Wonrti, Tex.,, February 11, 1961.
Dr. MARJORIE SHEARON,
Chevy Chase, Md.:

You are hereby designated as our representative to testify against Wilbur
Cohen in hearing on his confirmation as Assistant Sccretary of 1IEW. We con-
sider his appointment highly questionable,

K. A. Harr,
Leader, Chapter 85, John Birch Society.

Fort WortH, Tex., February 11, 1961.
Dr. MARJORIE SHEARON,
Chevy Chase, Md.:

The Tarrant Texans for America, nonpartisan patriotic group of 300 to 400
Texans, request that you present to Senate Finance Committee Wilbur Cohen's
lack of desirable qualifications.

ManL Ruaxen, Chairman.

SANTA BARBARA, CALIF., February 1}, 1961,
Dr. MARJORIE SHEARON,
Ao ot Challenge to Qosloliom Qhearos Tnaielative Rerpice,
Chevy Chase, Md.:

Chapter 93, John Birch Society, urge you testify before Senate Finance Com-
mittee against appointment of Wilbur J. Cohen as Assistant Secretary of Health,
sducation, and Welfare. We feel his past record makes him unsuitable for
such a responsible position. Depending on you to stop confirmation of his ap-
pointment,
Mrs. B. G. WETHERBY.

OMAHA, NEBR., February 18, 1961,
MARJORIE SHEARON,
Chevy Chasge, Md.:

The Congress of Freedom, Inc., opposes the appointment of Wilbur J. Cohen
as Assistant Secretary of Health, Education, and Welfare, and suthorizes you
to represent it at the public hearing to be held in regard to this appointment.

GEeo. J. THoMA8, Exccutive Director.

ATLANTA, GA,, February 14, 1961.
Miss MARJORIE SHEARON, ,
Chevy Chase, Md.:
Please request committee to give very careful conslderation to appointment
Wilbur J. Cohen, Assistant in HEW. He has consistently promoted compulsory
Government medical eare and has been successful getting the board of directors

v iy
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of the American Nurses Accocintton fo spread his propaganda for such bills
as the Forand bill. Ie should not be appointed.
Daxa Hubson,
Chairman, Legislative Comntittee, Georgia State Nurses Association.

SPARTANBURG, 8.C., February 20, 1961,
MartOoRIE SHEARON,
Chevy Chase, Md.:
Will apprecinte your testifving against Wilbur J. Cohen. I am opposed to
Cohen holding any Federal office on grounds of his previous record,
CnarLes A, NEw,

S vore——

Krayati FaLrs, Orea,, February 15, 1961,
Dr. MarJORIE SHEARON,
Chevy Chasge, Md.:

Board of directors of Klamath County Chamber of Commerce has wired
Senator Harry F. Byrd, chairman, Senate Finance Committee, urging thorough
investigation of background of Wilbur J. Cohen before acting on his appoint-
mont as Assistant Seceretary of Health, Education, and Welfare. Would re-
spectfully ask you to appear before this committee with informtaion we
understand you have pertinent to this appointment,

GEORGE T. CALLISON,
Manager, Klamath County Chamber of Commerce.

SACRAMENTO, CALIF.
MARJORIE SHEARON,
Chevy Chase, Md.:

From information published relative to the proposed appointment of Wilbur
J. Cohen to the post of Assistant Secretary of Health, Education, and Welfare
in charge of legislative matters. I am urging your consideration, this request,
on the part of 27,000 family physicinns of the United States, members of the
American Academy of General Practice. We urge you to bring full knowledge
to the Senate Finance Committee to clarify the question of Mr. Cohen’s quali-
fications. We urge you to present any information you may possess that might
show subversive activities on the part of the candidate or stated doctrines that
are foreign to our democratic government. Kindly keep us informed of these
activities in Congress.

JOHN G. WALSH, dL.1J,,
President, American Academy of Gencral Practice.

MINNEAPOLIS, MINN,
AARJORIE SHEARON,
Chevy Chase, Md.:

Paul Clement advised nie of your opposition to proposed socialized medicine
and appointment of Wilbur Cohen. We are dedicated to preservation of con-
stitutional government and are opposed to all Socialist projects which will, if
continued, destroy our representative form of government, and we are opposed
to placing people who wish to socialize America in positions of power in our
Government. We wish to support efforts that coincide with our above-outlined
position.

‘WaLTER H, WHEELER,
Chairman, First Minnesota Council, We The People.

The CuairdaN. We are adjourned until 10 a.m. tomorrow, execu-

tive session. . .
(Whereupon, at 5:50 p.m., the committee was adjourned.)

X



