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SOCIAL SECURITY BENEFITS AND ELIGIBILITY

THURSDAY, MAY 25, 1961

U.S. SENATE,
ComMITTEE ON FINANCE,
Washington, D.C.

The committee met, pursnant to notice, at 10:15 a.m., in room 2221,
New Senate Office Bui{)d'mg, Senator Harry Flood Byrd (chairman)
presiding. .

Presexﬁ.: Senators Byrd, Smathers, Douglas, Hartke, Williams,
Bennett, and Curtis, and Mrs. Elizabeth B, Springer, c]uef clerk.

Also present: Robert J. Myers, Chief Actuary, Social Security
Administration; Miss Helen Livingston and Frederick B. Arner,
Education and Public Welfare Division, Legislative Reference Serv-
ice, Library of Congress.

The Cratratan. The committee will come to order. )

The Chair regrets that several other members of the committee are
attending other committee meetings or are out of town. IHowever, we
shall proceed.

The hearing today is on the bill, H.R. 6027, to improve benefits
under the old-age survivors and disability insurance program by
increasing the minimum benefits and aged widow’s benefits and by
making additional persons eligible for benefits under the program,
and fc other purposes.

I submit for the record a copy of the bill and a brief summary of
the rgrincipal provisions on which testimony is to be given today.

(The documents referred to follow:)

[H.R. 6027, 87th Cong., 1st pess.}

AN ACT To improve benefits under the old-age, survivors, and disabliity insurance
pro%ram by increasing the minimum benefits and aged widow's benefits and by making
additional persons eligible for benefits under the program, and for other purposes

Be it enacted by the Scnate and House of Representatives of the United States
of America in Congress asscmbdled, That this Act may be cited as the “Social
Security Amendments of 1961,

TITLE I—AMENDMENTS TO TITLE II OF THBE SOCIAL SECURITY AQT

INCREASE IN MINIMUM BENEFIT3

Skc. 101, (a) The table in section 215(a) of the Social Security Act s amended
by striking out all the figures in columns I, 1Y, III, IV, and V down through
the line which reads

#8138, 49 14,00 37. 10 88. 00 88 69 41 61, 5O"
and inserting in lteu thereof the following:

67 40 60, 00
s69 sél s61. 60",

1

$13.48 $37. 00
$13.49 14,00 $87.10 a8. 00

)
<l
oo



2 SOCIAL SECURITY BENEFITS

(b) The amendment made by subsection (a) shall apply only in the case of
monthly insurance benefits under title II of the Social Security Act for months
beginning on or after the effective date of this title (see section 108), and in
the case of lump-snm death payments under such title with respect to deaths on
or after such effective date.

REDVIORT RENSFITR FOR MEN AT AGE 62

Sec. 102. (a) Section 202 of the Social Security Act is amended by striking
out “retirement age” and “retirement age (as defined in section 216(a))” each
place they appear therein and inserting in lieu thereof “age 62".

{b) (1) Subsections (q) and (r) of section 202 of such Act are amended to
read as follows:

“Adjustment of Old-Age, Wife's, or Iusband's Insurauce Benefit Amounts In
. Accordance With Age of Beneficiary

“(g) (1) It the first month for which an individual is entitled to an old-age,
wife's, or husband’s insurance benefit {s a month before the month in which such
individual attains age 65, the amount of such bhenefit for each mouth shall, sub-
Ject to the succeeding paragraphs of this subsection, be reduced by—

“(A) 5% of 1 percent of such amount if such benefit isx an old-age insurance
benefit, or 2%g of 1 percent of such amount if such benefit is a wife’s or
Lusband’s insurance benefit; multiplied by

“(B) (1) the number of months in the reduction period for such benefit
(determined under paragraph (5) ), if such benefit is for a month before the

- month in which such individual attains age 65, or

“(11) the number of months in the adjusted reduction period for such
benefit (determined under paragraph (6)). If such benefit is for the month
in which such individual attains age 65 or for any month thereafter.

“(2)(A) If tho first month for which an individual both is entitled to a wife's
or husband’s insurance benefit, and has attained age 62 is a month for which such
individual is also entitled to—

“(i) an old-age insurance benefit (to which such individual was first
entitled for a month before he attains age 65), or

“(11) a disability insurance benefit.

then in lieu of any reduction under paragraph (1) (but subject to the succeeding
paragraphs of this subsection) such wife's or husband’s insurance benefit for
each month shall be reduced as provided in snbparagraph (B), (C), or (D).

“(B) For any month for which such individual is entirled to an old-age in-
surance benefit, such indlvidual’s wife’s or husband’s inrurance benefit shali be
reduced by the sum of— ‘

#(1) the amount by which such old-age insurance benefit is reduced under
paragraph (1), and

“(ii) the amount by which such wife's or hushand’s insurance benefit
would be reduced under paragraph (1) {f it were equal to the excess of
such wife's or husband's insurance benefit (before reduction under this sub-.,

.- section) over such old-age insurance benefit (before reduction under this

subsection). : ' ’

“(C) For auy month for which such individual is entitled to a disability in-
surance benefit, such individual's wife’'s or husbaud’s insurauce benefit xhall be
reduced by the amount by which such benefit would be reduced under paragraph
(1) if it were equal to the excess of such benefit (before reduction under thiy
subsection) over such disability insurance benefit.

“(D) For any month for which such individual is entitled neither to an old-
age insurance benefit nor to a disability insurance benefit, such individual's wife's
or husband’s insurance benefit shall be reducec by the amount by which it would
be reduced under paragraph (1), :

- (8) If—

“(A) an individual is or was entitled to a benefit subject to reduction

" under this subsection, and . .

“(B) such benefli is increased by reason of an increase in the primary
insurance amount of tie individual on whose wages and self-employment,
income such benefit is based,

then the amount of the reduction of such benefit for each month shall be com-
puted separately (under paragraph (1) or (2), whichever applies) for the por-
tion of such benefit which constitutes such benefit before any increase described
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in subparagraph (B}, and separately (under paragraph (1) or (2), whichever
applies to the benefit belng increased) for each such inerease. For purposes of
determining the amount of the reduction under paragraph (1) or (2) in any
such increase, the reduction perfod and the adjusted reduction period shall be
determined as if such increase were a separate benefit to which such individual
was entltled for and after the first month for which such increase is effective.

“(i) for anv month before me ﬂrst month fnr whioh there is in effect
a certificate filed by her with the Secretary, in accorduance with regulations
prescribed by him, in which she elects to receive wife’s insurance beneilts
reduced as provided in this subsection, or

“(il) for any month in which she has in her care (individuaily or jointly
with the person on whose wages and self-employment income her wife'a
insurance beneflt is based) a child of such person entitied to child's insur-
ance benefits,

“(B) Any certificate described in subparagraph (A) (i) shall be effective
for purposes of this subsection (and for purposes of preventing deductions under
section 203(c) (2))—

“(1) for the month in which it is filed and for any month thereafter, and

“(i1) for months, in the period designated by the woman filing such cer-
tificate, of one or more consecutive months (not exceeding 12) immediately
preceding the month in which such certificate is filed;

except that such certificate shall not be effective for any month before the month
in which she attains age 62, nor shall it be effective for any month to which
subparagraph (A) (it) applies.

“(0) 1f & woman does not have in her care a child deseribed in subparagraph
(A) (31} in the first month for which she is entitled to a wife's Insurance benefit,
and if such first month is a month Lefore the month in which she attains age 63,
she shall he deemed to have filed in such first month the certmcate described in
subparagraph (A) (1).

“(8) For purposes of this subsection, the ‘reduction period’ for an individual’s
old-age, wife’s or husband's insurance beneﬂt is the period—

“(A) beginning—

“¢1) in the case of an old-age or husband's insurance benefit, with
the first day of the first month for which such individual is entitled to
such benefit, or

“(i1) in the case of a wife's Insurance benefit, with the first day of the
firat month for which a certificate described in paragraph (4) (A) (1)
is effective, and

“(B) ending with the last*day of the month before the month in which
such individual attains age 65.

“(8) For purposes of this subsection, the ‘adjusted reduction period’ for an
individual’s old-age, wife's, or husband’s insurance benefit is the reduction period
prescribed by paragraph (5) for such benefit, excluding from such period—

“{A) any month in which such benefit was subject to deductions under
section 203 (b) 203(c) (1),203(d) (1), or 222(b),

“(B) in the cage of wife’s insurance benefits, any month in which she had
in her care (individually or jointly with the persn on whose wages and
self-craployment income such benefit is based) a child of such person entitled
to child’s insurance benefits, and
. “(0) in the case of wife's or husband's insurance benefits, any month for
which such individual was not entitled to such benefits because the spouse
on whose wages and self-employment income such beneflis were based
ceased to be under a disability.

“(7) This subsection shall be applied after reducticn under section 203(a)
and after application of section 215(g). If the amount of any reduction com-
puted under paragraph (1) or (2) is not & multiple of £0.10, it shall be re{iuced
to the next lower multiple of $0.10.

‘“Presumed Filing of Application by Individuals Kligible for Old-Age Insurance
Benefits and for Wife’s or Husband’s Insurance Benefits

“(r) (1) If the first month for which an individual is entitled to an old-age
insurance benefit is 8 mounth before the month in which such individual attains
age 63, and if such individual is eligible for a wife’s or husband’s insurance
benefit for such first month, such individual shall be deenied to have filed an
applicatton in such mionth 201' wife’s or husband’s insurance benefits, . . :
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“(2) If the first month for which an Individual is entitled to a wife's
or hushand's insurance benefit reduced under subsection (q) is a month before
the month in which such individual attains age 65, and it such individual is eli-
gible for an old-age insurance benefit for such first month, such individual
ghall be deemed to have filed an application for old-age insurance benefits—

“(A) in such month, or

“(B) if such individual is also entiued to a disability insurance benefit
for aurh month, in the flrst subsequent month for which such individual
is not entitled to a disability insurance benefit.

“(3) For purposes of this subsection, an individual shall be deemed eligible for
a benefit for a month if, upon filing applicution therefor in such month, he
would be entitled to such benefit for such month.”

(2) (A) Section 202(8) of the Social Security Act is hereby repealed.

(B) Section 223(a) of such Act is amended by adding at the end thereof the
following new paragraph:

“(3) If, for any month before the month in which an individual attains age
65, such individual is entitled to—

“(A) a widow’s, widower's, cr parent’s insurance benefit, or
“(B) an old-age, wife's or husband’s insurance benefit which is reduced
under subsection (q),
such individual may not, for any month after the first month for which such
individual is so entitled, become entitled to disability insurance benefits; and
a perlod of disability may not begin with respect to such individual ln any
month after such first month.”

(C) Section 223(a) (1) of such Act is amended by striking out ‘“the month
in which he attains the age of sixty-five,”” and inserting in leu thercof “the
month in which he uttains age 65, the first month for which he is entitled to old-
age insurance beneflts,”.

(D) The third sentence of section 216(1) (2) of such Act is amended by strik-
ing out “a period of disability shall begin” and inserting in leu thereof “a period
of disability shall (subject to section 223(a)(38)) begin”.

(8) Section 202(3j) (8) of such Act is amended to read as follows:

“(8) Notwithstanding the provisions of paragraph (1), an individual may,
at his option, waive entitlement to any benefit referred to in paragraph (1) for
any one or more consecutive months (beginning with the earliest month for
which such individual would otherwise be entitled to such benefit) which ocecur
before the month in which such individual files appleation for such benefit;
and, in such case, such individual shall not be considered as entitled to such
benefits for any such month or months before such individual filed such appli-
cation. An individual shall be deemed to havé waived such entitlement for any
such month for which such benefit would, under the second sentence of para-
graph (1), be reduced to zero.”

(c) (1) Section 216(a) of the Social Security Act {s hereby repealed.

(2) The following provisions of title II of such Act are amended by striking
gut “xg;tirement age” each place it appears therein and inserting in lieu thereof

ﬂge vy
(A) the next to the last sentence of section 213(a),
(B) subsections (b), (¢), (£), and (g) of section 216, and
(C) the second sentence of section 223(a) (2). *

(3) The following provisions of title 1T of such Act are amended by striking
out ‘“retirement age” and “retirement age (as defined in section 216(a))" each
place they appear therein and inserting in lleu thereof “age 62 (if a woman) or
age 65 (if a man)”:

(A) sectlon 209(1),
(B) the last sentence of section 213(a),
(C) section 216(i) (3) (A),
(D) the first sentence of section 223(a) (2), and
(E) section 223(c) (1) (A).
(d) (1) Section 215(a) (4) of such Act is amended to read as follows:
“(4) In the case of—

“(A) a woman who was entitled to a disability insurance benefit for
the month before the month in which she died or became entitled to old-
age insurance benefits, or

“(B) a man who was entitled to a disability insurance benefit for the
month before the month in which he died or attained age 65,

;he mtn’?unt in columii IV which is equal to such disability insurance
enefl
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{(2) Section 215(b) (3) of such Act is amended to read as follows:

“(3) For purposes of paragraph (2), the number of an individual's elapsed
years is the number of calendar years after 1050 (or, if later) the year in which
he attained age 21) and before—

“(A) in the case of a woman, the year in which she dled or (if earlier)
the first year after 1960 in which she both was fully insured and had attained
age 62,
“(B) in the case of a m
(it C&T'{CT) the first Jyeati
had attained age 05, or
“(C) in the case of a mun who has pot died, the first year after 1060
in which he attained (or would attain) age 83 or (if later) the first year in
which he was fully insured.
For purposes of the preceding sentence, any caiendar year any part of which
was Included in a perlod of disability shall not be included in such number
of calendar years.”

(8) Section 215(f) of such Act is amended by adding at the end thereof
the following new paragraph:

“(7) (A) In the case of a man who attains age 65 and who became entitled
to old-age insurance beneflts before the month in which he attains such age, his
primary Insurauce amount shall be recomputed as provided in subsection (&)
as though he became entitled to old-age insurance benefits in the month in which
he attained age 03, except that his computation base years referred to in sub-
section (b) (2) shall include the year in which he attained age 65. Such recom-
putation shall be effective for and after the month in which he attained age 606.

“(B) In the case of a man who became entitled to old-age insurance benefits
and died before the month in which he attained age 65, the Secretary shall, if
any person is entitled to monthly Ingurance benefits or a lump-sum death pay-
ment on the basis of the wages and self-employment income of the decedent,
recompute his primary insurance amount as provided in subsection (a) as
though he became entitled to old-age insurance beunefits in the month in which
he died; except that (i) his computation base years referred to in subsection
(b) (2) shall include the year in which he died, and (ii) his elapsed years re-
ferred to in subsection (b) (3) shall not include the year in which he died or any
year thereafter. In the case of montkly insurance benefits, such recomputation
of a man’s primary insurance amount shall be effective for and after the month
in which he died.”

{e) (1) Section 202(b) (1) (C) of such Act is amended to read as follows:

“(0) i3 not entitled to old-age or disability insurance benefits, or is en-
titled to old-age or disability insurance benefits based on a primary insur-
ance amount which is less than one-half of the primary insurauce amount
of her husband,”.

(2) So much of sectlon 202(b) (1) of such Act as follows clause (C) is
amended by striking out “équal to or exceeds one-half of an old-age or disability
insurance benefit of her husband,” and inserting in lieu thereof “equal to or
exceeds one-half of the primary insurance amount of her husband,”.

(3) Section 202(b) (2) of such Act is amended by striking out “old-age or
disability insurance benefit” and inserting in lieu thereof “primary insurance
amount”.

(4) Section 202(c) (1) (D) of such Act is amended to read as follows:

“(D) is not entitled to old-age or disability insurance beneflts, or is en-
titled to old-age or disability insurance benefits based on a primary insur-
ance amount which is less than one-half of the primary Insurance amount
of his wife,”.

(B6) So much of section 202(e¢) (1) of such Act as follows clause (D) is
amended by striking out “old-age or disability insurance benefit equal to or ex-
cecding one-half of the primary insurance amount of his wife,” and inserting
in lieu thereof ‘“old-age or disability insurance benefit based on a primary
insurance amount which is equal to or exceeds one-half of the primary insurance
amount of his wife,”.

(6) Section 202(0) (3) of such Act is amended by striking ont “Such” and
inserting in lieu thereof “Ixcept as provided in subsection {q), such”.

(£) (1) The amendments made by subsection (a) shall apply with respect to
monthly benefits for months beginning on or after the effective date of thls title
(see section 106) based on applications filed in or after March 1961,

n who has dled the yenr in which he died or

an
fter 1000 in which he Hoth wus fuliy insured and
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12) (A) Except as provided in subparagrapba (B), (0), and (D), section
202(q) of such Act, as amended by snbsection (b) (1), shall apply with respect
to mm]xtm.v benefits for months beginning on or after the effective date of
this title. ‘

_ (B) Sectlon 202(q) (3) of such Act, as amended by subsection (b) (1), shall
apply with respect to montkly benefitr for wonths begiuning on or after the
the effective date of this title, but only if the increase described in such sec-
tlon 202(q) (8)—
' (1) I8 not efecrive fur nuy Wmonih boginning before the effactive date
of this title, or
(11) s based on an application for a recomputation filed on or after
the effective dage of this title.

(C) In the case of any indlvidual who attained age 65 before the effective
date of tbis title, the adjustment in such individual's reduction period provided
for in section 202(q) (6) of such Act, as amended by subsection (b) (1), shall
not apply to such individual unless the total of the months specified in sub-
paragraphs (A), (B), and (C) of such section 202(q) (8) is not less than 3.

(D) In the case of any individual entitled to a monthly benefit for the last
nmonth beginping before the effective date of this title, if the amount of such
benefit for any month thereafter is, solely by reason of the change in section
203(q) of such Act made by subsection (b) (1), lower than the amount of such
henefit for such last month, then it shall be increased te the amount of such
benefit for such last month,

{8) Section 202(r) of such Act, ag amended by subsection (b){(1), shall
apply only with respect to monthly benefits for months beginniug on or after
the effective date of this title, except that subparagraph (B) of section 202(r) (2)
(as so amended) shall apply only if the first subsequent month described in
such subparagraph (B) {s a month beginning on or after the effective date
of this title.

(4) The amendments made by subsection (b)(2) shall take effect on the
effective date of this title.

(5) The amendments made by subsection (b)(3) shall apply with respect
tﬁlappllcations for monthly benefits filed on or after the effective date of this
title.

(8) The amendments made by subscctions (¢) and (d) (1) and (2) shsall
apply with respect to—

(A) monthly benefits for months beginning on or after the effective
date of this title based on applications filed in or after March 1061, and

(B) lump-sum death payments under title II of the Social Security
Act in the case of deaths on or after the effective date of this title,

(7) The amendment made by subsection (d}(8) shall take effect on the
effective date of this title.

(8) The amendments made by subsection (e) shall apply with respect to
monthly benefits for months beginning on or after the effective date of this title.

(9) For purposes of this subsection, the term “monthly benefits” means
monthly insurance benefits under title IT of the Social Security Act.

- FULLY INBURED BTATUB ‘
SE0. 103. (n) Section 214(a) of the Social Security Act is amended to read as

follows:

“Fully Insured Individual
. o a})‘ The term ‘fully insured individual’ means any individual who had not
esg than—

“(1) one guarter of coverage (whenever acquired) for each calendar year
elapsing after 1050 (or, if later, the year in which he attained age 21) and
before— -

“(A) in the case of a woman, the year in which she died or (if earlier)
the year in which she attained age 62,
“(B) in the case of a man who has died, the year in which he died or
(if carlier) the year in which he attained age 65, 6r
“($) in the case of a man who has not died, the year in which he
attained (or would attain) age 65,
except that in no case shall an individual be a fully insured individual
unless he has at least 6 quarters cf coverage; or
“(2) 40 quarters of coverage; or
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*(8) in the case of an individual who died before 1951, 6 quarters of
coverage;
not counting as an elapsed year for purposes of paragraph (1) any Fear any
gitgtl;)t which was included in a period of disability (as duﬁned in sectlion
(1)).”

{(b) The amendment made by subsection (a) shall apply—

(1) In the case of monthly benetits under title I1 of the Social Becurity
Act for months beginning oun or after the effective date of this title (ree
secuion 160), based on applications tiled in or after March 1061.

(2) in the case of lump-sum death payments under such title with respect
to deaths on or after the effective date of this title, and

(8) in the case of an application for a dixability determination (with
respect to a perlod of disabllity, as defined in section 216(i) of such Act)
filed in or after March 1061.

(¢) In the case of any widower or parent who would not be entitled to
widower’s insurance benefits under section 202(f), or parent's insurance benefits
under section 202(h), of the Soclal Security Act except for the enactment of this
Act (other than this subsection), the requirement in sections 202(f) (1) (D)
and 202(h) (1) (B), respectively, of the Social Security Act relating to the time
within which proof of support must be filed shal} not apply if such proof of sup-
port is flled before the close of the 2-year period which begins on the effective
date of this title,

(d) Effective as of September 13, 1060, the last sentence of section 303(g) (1)
of the Social Security Amendments of 1960 is amended to read as followsa: “The
terms used in this subsection shall have the meaning assigned to them by title II
of the Soclal Security Act; except that the terms ‘fully insured’ and ‘retirement
age’ shall have the meanlng assigned to them by such title II as in effect on
September 12, 1060.” ,

INCREASE IN WIDOW'S, WIVOWER'S, AND PARENT'S INBURANCE BENEFITS

Sec. 104, (a) Section 202(e) (2) of such Act is amended to read as follows: '

“(2) Such widow’s insurance benefit for each month shall be equal tn 8214
percent of the primary insurance amount of her deceased husband.”

(h) Reection 202(f) (8) of such Act is amended to read as follows:

“(3) Such widower’s insurance benefit for each month shall be equal to 8214
percent of the nrimary insurance amount of her deceased husband.”

(b) Bection 202(f) (3) of such Act is amended to read as follows:

“(3) Such widower's insurance benefit for each month shall be equal to 52%
percent of the primary insurance amount of hig deceased wife.”

(¢) Section 202(h) (2) of such Act is amended to read as follows:

“(2) (A) Except as provided in subparagraphs (B) and (C), such parent's
insurance benefit for each month shall be equal to 8214 percent of the primary
insurance amount of such deceased individual.

“(B) For any month for which more than one parent is entitled to parent’s
insurance benefits on the basis of such deceased individual's wages and self-
employment income, such benefit for each such parent for such monih shall (ex-
cept as provided in subparagraph (C)) be equal to 76 percent of the primary
insurance amount of such deceased individual,

“(C) Inany cass in which— .

“(f) any parent is entitled to a parent’s insurance benefit for a month on
the basis of a deceased individuai's wages and self-employment income, and
*“(i1) another parent of such deceased individual is entitled to a parent’s
insurance benefit for such month on the basis of such wages and relf-
employment income, and on the basis of an application filed after such month
and after the month in which the application for the parent’s benefits re-
ferred to in clause (1) was filed,
the amount of the parent's insurance benefit of the parent referred to in clause
(i) for the month referred to in such clause shall be determined under subpara-
graph (A) instead of subparagraph (B) and the amount of the parent’s insur-
ance benefit of a parent referred to in clause (i) for such month shall be equal
1o 150 percent of the primary insurance amount of the deceased individual minus
the amount (before the application of section 203 (a)) of the benefit for such
month of the parent referred to in clause (1).”

(d) (1) Subsections (e) (1) and (£) (1) ot section 202 of such Act are amended
by striking out “three-fourths” each place it appears therein and inserting in
lieu thereof 8214 percent”.
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{2) Section 202(h) (1) of such Act i3 amended by striking out “three-fourths
of the primary insurance amount of such deceased individual” each place it
‘appears therein and inserting in lieu thereof “8214 percent of the primary insur-
ance amount of such deceased individual if the amount of the parent’s insurance
benefit for such month is determinable under paragraph (2) (A) (or 75 percent
of such primary insurance amount in any other case)".

(e) The amendments made by this section shall apply with redpect to monthly
benefits under section 202 of the Social Security Act for months beginning on
or after the effective date of this title (see section 108). -

(f) Where— -

(1) two or more persons were entitled (without the application of sub-
sectton (J) (1) of section 202 of the Social Security Act) to monthly benefits
under such section 202 for the last month beginning before the effective
date of this title on the basis of the wages and sel*-employiment income of a
deceased individual, and one or more of such persons is entitled to a monthly
insurance benefit under subsection (e), (£), or (h) of such section 202 for
sguch last month ; and

(2) no person, other than the persons referred to in ;.aragraph (1) of this
subsection, is entitled to benefits under such section 202 on the basis ot such
individual's wages and self-employment income for a subsequent month or
i‘m;l any month after such last month and before such subsequent month;
an

(8) the total of the benefits to which all persons are entitled under such
section 202 on the basis of such individual’'s wages and self-employment in-
come for such subsequent month is reduced by rcason of the application of
secticu 203 (a) of such Act, ’

then the amount of the benefit to which each such person referred to in paragraph
(1) of this subsection is entitled for such subsequent month ghall be determined
without regard to this Act if, after the application of this Act, such benefit for
such month {s less than the amount of such benefit for such last month, The
preceding provisions of this subsection shall not apply to any monthly benefit
of any person for any month beginning after the effective date of this title unless
paragraph (8) also applies to such benefit for the month beginning on such ef-
fective date (or would so apply but for the next to the last sentence of section
203 (a) of the Soclal Security Act).

RETROACTIVE EFFECT OF CERTAIN APPLIOATIONS ¥OR DISABILITY DETERMINATIONS

S8eo. 105. Bffective with respect to applications for disability determinations
filed on or after the date of the enactment of this Act, section 216(1) (4) of the
Social Security Act is amended by striking out “July 1961” and inserting in lieu
thereof “July 1062” and by striking out “July 1960” and inserting in lieu thereof
“January 1961".

EFFEOTIVE DATE

Sro. 100. Except as otherwise provided, the effective date of this title is the
first day of the first calendar month which begins on or after the 30th day
after the date of the enactment of this Act.

TITLE II—AMENDMENTS TO THE INTERNAL REVENUR CODE OF 1054
"OHANGES IN TAX SCHEDULES

Self-Employment Income Tax

Sk, 201. (a) Section 1401 of the Internal Revenue Code of 1054 (relating
to rate of tax on self-employment individual, a tax as follows:

“SEC. 1401. RATE OF TAX.

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

“(1) in the case of any taxable year beginning after December 831, 1961,
and before January 1, 1063, the tax shall be equal to 41%g percent of the
amount of the sgelf-employment income for such taxable year;

“(2) in the case of any taxable year beginning after December 31, 1962,
and before January 1, 1086, the tax shall be equal to 5%g percent of the
amount of the self-employment income for such taxable year;
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*(8) in the case of any taxable year beginning after December 81, 1063,
and before January 1, 1969, the tax shall be equal to 63g percent of the
amount of the self-employment income for such taxable year; and

““(4) in the case of any taxable year beginning after December 31, 1968,
the tax shall be equal to 61%¢ percent of the amount of the self-employment
income for such taxable year.”

Tax on Employees

{b) Section 3101 of such Code (relating to rate of tax on employees under
the Federal Insurance Contributions Act) is amended to read as follows;

“SEC. 3101. RATE OF TAX.

“In pddition to other taxes, there is hereby imposed on the income of every
individual a tax equal to the following percentages of the wages (as deflned
in section 8121(a)) received by him with respect to employment (as defined in
scction 3121(h))—

“(1) with respect to wages received diuring the calendar year 1962,
the rate shall be 31§ percent;

“(2) with respect to wages recehed during the calendar years 1963
to 1965, both inclusive, the rate shall be 3% percent;

“(8) with respect to wages received during the calendar years 1966 to
19608, both Inclusive, the rate shall be 434 percent; and

“(4) wi*h respect to wages received after December 31, 1068, the rate:
shall be 4% percent.”
A . TAx ON EMPLOYERS

(¢) Secction 3111 of such Code (relating to rate of tax on employers under
the Federal Insurince Contributions Act) Is amended to read as follows:
“SEC. 3111. RATE OF TAY.

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

(1) with respect to wages paild during the calendar year 1062, the rate
shall be 31§ percent;

*“(2) with respect to wages paid during the calendar years 1943 to 1965,
both inclusive, the rate shall be 8% percent;

“(8) with respect to wages paid during the calendar yecars 1966 to 1968,
both inclusive, the rate shall be 414 percent; and

“(4) with respect to wages paid after December 31, 1968, the rate shall
be 45 percent.”

Effective dates

(d) The amendment made by subsection (a) shall apply with respect to taxa-
ble years beginning after December 31, 1061. The amendments made by sub-
sections (b) and (c¢) shall apply with respect to remuneration paid after De-

cember 31, 1961,
TITLE ITII—-MISCELLANEQUS

AMENDMENT PRESERVING RELATIONSHIP BETWEEN RAILROAD RETIREMENT AND OLD-AGE,
BURVIVORB, AND DISABILITY INBURANCE

Sec. 301 Section 1(q) of the Railroad Retirement Act of 1937 is amended by
striking out “1960” and inserting in lieu thereof “1961".
Passed the House of Representatives April 20, 1961.
Attest:
RarepH R. RoBerrs, Clerk,

Brier SUMMARY OF PRINcCIPAL PRrOvISIONS oF H.R. 6027

(1) Minimum monthly retirement benefit increased froin $33 to $40. (Isti.
mated cost firat year 2170 million.)}

(2) Retlremeut age for men lowered to 62 with reduced benefits, same as
women now. (Estimated cost first year $440 million.)

(3) Insured status requirement liberalized. Worker would be fully Insured
if he has one-quarter of coverage for every year elapsing after 1950 (or after
year in which he attained age 21, if that is later) and up to year of disability,
death, or attainment of age 65 for men, 62 for women, instead of one-quarter
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coverase for every three calendar quarters elapsing as required under present
law. - (Estimated cost first year $65 million.) ’

(4) Survivor benefita paid to widows, widowers, and dependent children in-
creased from 76 percent to 8214 percent of worker's retirement benetit—a 10
percent increase for such persons. (Estimated cost first year $1053 million.)

(5) Extends for 1 year—through June 30, 1062—the thme within which in-
sured workers with longstanding disabilities may file applications for disability
protectlon and have period bhegin as early as time when his disabllity began.
(Intended to allow nicre time for persons who have only recently—through the
1060 amendment eliminating the 30-year age reguirement for disability bene-
fits—becoine eligible for monthly disability benefits to file for such benefits.)

(8) Effective dates for above benefit provisions—effective generally 1st month
that beging on or after the 30th day after date of eunctment.

Cost-—Level premium increase in cost of bill, 0.25 percent of payroll.
~ Fingncing—DBeginning in 1802 coutribution rate Increased one-eighth of 1
percent each for employee and employer and three-sixteenths of 1 percent for
self-cmployed. ILevel-premiuin eguivalent of the income from the iucrease in
contribution rates is 0.25 percent of payroll.

The Cuarman. The Secretary of Health, Education, and Welfare,
the. Honorable Abraham Ribicoff, is unable to appear today because
of a Cabinet meeting. He will appear tomorrow to give the adminis-
tration’s views.

Congressman Rennatt, will vou pleace come forward, sit down, sir,

and proceed. We are very glnd’ to have you here today.

STATEMENRT OF HON. JOHN B. BENNETT, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MICHIGAN

Mr, Bexnerr. Thank you, Mr, Chairman and mermbers of the com-
mittee. I appreciate the opportunity to nfppear here this morning.
- My name is John B. Bennett, and I have for some years represented
the 12th District of Michigan in the House of Representatives, I am
here to submit for the committee's consideration, your committee’s
consideration, H.R. 4389, and urgently request that the committee
approve it when writing your bill.

\s you gentlemen know better than I, a quarter of coveruge for
social security purposes is a quarter in which an individual has been
paid $50 or more In wa%es, and in the case of agricultural labor, a
quarter of coverage results from each $100 in cash wages paid in a
calendar year with, of course, the limitation that no more than four
quarters of coverage can be acquired in any 1 calendar year.

This matter was called to my attention when one of my constituents,
who is afllicted with an incurable disease and has been totally disabled
since the fall of 1959, when this matter came to my attention.

Her status from the standpoint of medical condition and other
criteria to qualify her for benefits under the disability insurance pro-
gram under the Social Security Act are all in order. .

However, she is unable to qualify because she had only 19 quarters
of ‘recognized coverage during the 40-quarter period ending on the
date of disability. The qualifying 20th quarter of coverage was actu-
ally a period of work by my constituent, but because she did not
actually receive her pay until the following quarter, the quarter was
not recognized for the purpose of benefit eligibiiity. '
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That is the essence of the problem, and the amendment to the law
that I propose, will cure this discrimination, A

In my opinion, a quarter of coverage should not be conditioned on
the payment of wages in a particular quarter if, in fact, the wages
were earned in that quarter.

I may say, parventhetically, that the Social Security Administrator
has advised me that there are several thousands of cases, similar cases,
of disabled people whose benefits have been denied for this reason.

In the month of March, in this particular instance, in the month of
March 1953, my constituent earned $70.99, of which $19.45 was actu-
ally paid for that month. The remaining $51.54 was not paid until
April 3, in other words, five days after the wages had been earned,
because of the employer's practice of not paying employees for that
length of time after the termination of semimonthly work.

s a consequence, the payment of $51.54 did not occur until the
second quarter of 1953, even though it was earned in the first quarter.
This meant she was paid only $13.45 in the calendar quarter endin
March 31, 1953, and, therefore, it is not under present law regard
as a quarter of coverage, and for that. reason she has heen disqualified
for benefits.

Mr. Chairman, this constituent of mine is totally disabled and is in
need of social security benefits toward which she has contributed dur-
ing her working lifetime.

he technicality that requires the payment of wages in the quarter,
ag distinguished from the earning of the wages, should be removed
from our law because of the way in which it discriminates against
many of our deserving citizens.

I hope that you will take the time to look into the further details on
this subject, and I also hope that you will question the social securit.?v
people about it, because, as I say, while my concern primarily is with
the people I represent; my own constituent in this case, whose situ-
ation has pointed up this inequity in the law, I do think that it is a
situation that ought to be corrected in order to take care of many
thousands of other cases now, in the past, and in the future.

As it stands today, a person may earn the qualifying earnings in the
gleriod, not be paid for weeks or months later, and for that reason be

isqualified.

I think the practical realities of the situation ought to dictate when
the person has worked and earned the money in the particular period,
in that period, the credit ought to be given, irrespective of the time
tnat the wage earner is actually able to collect the wages so earned.

I thank you very much, Mr. Chairman.

The CHARMAN. Thank you very much, Congressman.

We, and also the staff of the committee, will bring it up when we
consider it in executive session.

Mr. BEnNerr. Mr. :Chairman, I ask unanimous consent to revise
my remarks for the record, and also to include, following my remarks,
a copy of the bill, H.R. 4389, for the record.

The Cramryman. Without objection, it will be sa ordeved. . ..

Mr. Bennerr. Thank you, sir.
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(The bill H.R. 4389, follows:)

{H.R. 4389, 87th Cong., 18t sess.]

A BILI To amend title II of the Social Security Act to provide that, for purposes of
disability ingrurance benefits and the disabllity freeze, quarters of ccverage may be
determined on the basig of the perlod during which wuages were earned rather than the
period during which paid

Be it enacted by the Secnate and House of Rcpresentalives oy ine uUnited
Btates of America in Congress assembdled, That section 213(a) (2) (B) of the
Social Security Act is amended by adding at the end thereof the following new
sentence: “If, in the case of an individual who did not die prior to July 1,
1060, and who is under a disability (as defined in section 223(¢) (2)), the re-
quirements in sections 223 (¢) (1) and 216(i) (3) (B) are not met because of his
having too few quarters of coverage within the forty-quarter period deseribed in
such sections but would be met if one or more of his quarters of coverage had
been determined on the basis of the period during which wages were earned
rather than on the basis of the period during which wages were paid (any such
wages paid that are reallocated on an earned basis not being used in determining
subsequent quarters of coverage), then upon application filed by the individual
or his survivors and satisfactory proof of his record of wages earned being
furnished by such individual or bis survivors, such one or more quarters of cov-
erage may be determined on the basis of the period or periods during which
wages were earned.”

Sec. 2. The amendment made by the first section of this Act shall apply only
with respect io monthly insurance benefits under title II of the Social Security
Act for months after the month in which this Act is enacted, and with respect
to periods of disability under such title which begin on or after the date of the
enactment of this Act or which began before the date of the enactinent of this
Act and have not ended on or prior to such date,

The CitairmaN. The next witness is John . Carroll, National
Association of Manufacturers.

Mr. Carrorr. Thank you very much, Senator Byrd, and gentlemen.

The Cuamyan. Take a seat.

STATEMENT OF JOHN E. CARROLL, CHAIRMAN, EMPLOYEE HEALTH
AND BENEFITS COMMITTEE, NATIONAL ASSOCIATION OF iMANU-
FACTURERS

My, Carrorr. I am here representing the National Association of
Manufacturers. My names is John Carroll. My job is president of
the machinery builder called American Hoist and Derrick Co., with
head offices in St. Paul, Minn.

, W;*, have seven plants in six different States; we employ about 2,200

eople. :

P I am a director of the NAM, and I am chairman of its Employes
Health and Benefits Committee.

NAM is an association composed of more than 19,000 member com-
panies. Eighty percent of these companies actually employ fewer
than]500 people each, and half of these firms employ less than 100

eople.

P So this is a good cross section of American business that I repre-
sent here today.

_I also feel that I am representing, in spirit, the 2,200 employees
of our company. I want you to know that we are possibly a little
bit more alarmed about this matter than some manufacturers would
be, in all fairness, because we are a category of manufacturer that
must compete with other manufacturers based outside the United
States, and we have charged our Representatives in the Congress and
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our representatives in our legislatures where we operate, with the re-
sponsibility of allowing us to compete on an international basis.

My personal reaction to this is that we must, as a manufacturer, re-
sist anything that adds to our costs at a time when the same factors
are not being added to the costs of our international competitors.

I want you to know that I do appreciate the opportunity to express
the views of NAM, which are my views, on the proposed amend-
ments to OASDI contained in H.R. 6027.

These proposals are of significance to us as citizens who favor con-
tinued 1eliance on the individual and on the family as the major
source of financial security, But these proposals, gentlemen, are also
of great significance to all of us as businessmen simply because we
are payroll makers, and the payroll maker must be aliowed to main-
tain full employment of his people and must be allowed the oppor-
tunity to expand the employment, because I think the only real solu-
tion to all of this is putting people back to worl,

As we understand it, out in the provinces, anyway, the original
purpose of the social security law, and the only {ustiﬁcntion for its
compulsory shaving of income of producers with nonproducers, is
to provide a basic floor of protection to individuals who suiler an in-
come loss by virtrue of old age, disability, or death of the family
breadwinner. It is intended as a permanent program, not as an
emergency program; and it seems to us that some of the provisions
of H.IR. 6027 sort of challenge this time-honored belief.

Speaking of the objectives for a minute of social security, as we
see them, in examining today’s social security program, and in con-
templating the effects tomorrow of the proposals before us, we find
small resemblance to what we think was the original purpose.

Each liberalization brings us closer to the point where retirement
becomes a financial boon, underwritten by t}mse who are still em-
ployed.

The real danger, it seems to us, in such a system of compulsory in-
come redistribution, lies in the unfortunate fact that the public seems
to be unaware of the true nature of the beast.

TIEncouraged by the publications of those who administer OQASDI,
the publicrims been sold on the distortion that the system operates
like true insurance, returning benefits which have been paid for by
the individual through payroll taxation.

We hold this to be a misconception, and we hold it to be a miscon-
ception that generates wide popular support for increased liberaliza-
tions, though they might be considered unnecessary and financially
unsound.

I return again to the thought that particularly in the capital goods
business, we must be allowed by our Government to compete with
foreign competition. We are in almost a death struggle in our in-
dustry, which is down 50 percent from its peak in 1956; we, building
highway construction equipment and large loisting machines, must
be allowed, gentlemen, to compete, and the added costs, regardless of
the emotional appeal, ave costs that keep penalizing us from doing our
normal volumne of business in the markets of the world.

We are, right in our own backyards, today fighting a losing fight
with capital goods producers from West Germany, the United King-
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dom, and we have not yet received the impact of the capital goods
prmiucers in countries like Japan,

So we believe the time has come to suggest to you gentlemen a
careful reexamination of the original purposes of this legislation.

The proposed amendments contained in H.R. 6027 present an oppor-
tunity to realine objectives, and balance equities between claimants
and producers.

If benefits are to be handed out, we would like to recommend that.
the situation of each type of claimant be judged in relation to groups
with greater needs. If retirement is to be made more attractive, we
would first inquire whether the world situation justifies a substantial
lessening of experienced, skilled American manpower, for example.

In our own business, although we do admittedly have some extra
stanch Scandinavian and German people as the hard core of our work
force in our several plants, we do need our journeymen. We do not
need to contemplate the ultimate retirement of a man at 62. Our very
Lest journeymen, the only source of a well-trained craft, are actually,
without exception, in our mother plant, over 62 years of age.

We would like to pause then for a long look down the road ahead
and be sure that we do not do some things here that are harmful to
the economy and which might tend tn lead us into a more dangerous
socialistic situation than any of us can now foresee.

So, with respect to H.R. 6027, we must determine whether these
proposals are desirable in view of the system’s original objectives, and
whether they are necessary or desirable at the present time and, per-
haps, there might be some reason to say that the proposed amendments
and corrections are fair to all the groups of claimants which, of course,
I am 3ure you gentlemen do not wish to enter into.

Page 22 in the printed report of the House Ways and Means Com-
mittee’s executive hearings preliminary to reporting out the pending
bill, contains a very significant iteiin furnished by Mr. Ribicoff.

In estimating the increase in Federal payments to be made begin-
ning April 1961 as a result of the administration’s economic recovery
program, Mr. Ribicoff includes improvements in the OASDI program
along with extension of temporary unemployment insurance and aid
to dependent children.

This reveals an intent to use the permanent social security system
as a device to cure a temporary economic need; and NAM and its
members overwhelmingly oppose such tinkering with OASDI for a
purpose wholly inconsistent with its gn‘escribed objectives.

There is soime comment that I feel needs to be made on specific
proposals, and the first one I would like to mention is the reduced
retirement age for men,

You know quite a lot about this, and you will realize that FL.R. 6027
would reduce the retirement age of men to 62 years on a so-called
actuarially adjusted basis.

It is not my business to debate whether the proposed basis is actuar-
ially sound or not, but it would certainly seem to require further exam-
ination. The proposed change, in any case, would provide first year
benefits amounting to $440 million for approximately 560,000
beneficiaries.

It is strange, indeed, to see this proposal made at a time when life
expectancy is on the rise. DBut in any case, we do not find it very
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congistent, with the cost of the bombardment that we have had in our
company and our contemporaries have had in their businesses, with
the State, city, and the civic people all saying that the oldster has his
place in business; this does not seem to make very good seise to us
out in the Middle West anyway.

There was something said at the White Flouse Conference on Aging,
and I think it refutes some of the thinking behind this earlier alter-
nate retirement, and I might quote this:

There was a consensus that because employment is so important to the older
person, not only for self-support and independence, but also for healthful living
and self-respect—

In any event, it claims that we, as manufacturers and business
})eople, should certainly respect the needs of the aging citizen, and

iiring where we have work that he can do.

The NAM submits that the problem is to find useful employment
for vigorous men of 62. In other words, full employment of the eligi-
ble labor force, and not to encourage people at 62 to retire, but to get
an atmosphere so that we can hire them and keep them busy in useful
and productive tasks within the fabric of our whole free enterprise
system.

)If the retirement age for men is lowered to 62, it is obviously going
to be difficult for them to find jobs, and it might place a whole new
emphasis on not hiring old people which I, for one, and many of my
f;onpempomries in business, have attempted to promote in our Kinds of

usiness.

As a matter of fact, although it does not have too much significant
bearing—I think we are talking here about the cases of individuals—
we have 78 people in our mother plant in St. Paul, Minn., over 70
years of age, and they are worthwhile workers today, and they are
doing a good job as citizens in the economy.

This particular proposal has the advanced billing as a plan to ease
the unemployment problem, and I would like to question that. Un-
employment is a problem that should be cn]led(‘)y its right name,
and solved by appropriate measures.

We think the appropriate measures here are a business atmosphere
that promotes full employment. As the head of a business which I
have tried to run, we have, for 8§ or 9 years, tried to hire people, we
tried to keep our people employed. So I beg of you again, and repeat
for obvious purposes of emphasis, allow the payroll maker to compete,
and we will have the full employment that will eliminate the necessity
of this type of misconception being promoted as a good logical thing.

Proponents of retirements at 62 for men are also heard to argue
that discrimination on grounds of sex must be avoided at all costs
and that since women may now retire at 62, so must men be able to
do so. It is not my business to state how men and women differ,

but I do not think consistency between the sexes really is a very strong
banner for people to carry through the Halls of Congress here talking
about these measures.

As a matter of fact, OASDI contains a number of built-in dis-
criminations which recognize the fact that typically a wife and chil-
dren are dependent upon the father as a breadwinner.

For example, for a husband to receive benefits based on his wife's
wage record, that is pretty severely qualified. Similarly a child is
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deemed to be dependent upon its father unless the father was neither
living with nor contributing to the support of the child, and so forth.

These presently accepted discriminations, the NAM believes—we
do not have any argument about ebuse, and we would not want to
advocate elimination of the so-called discriminations, but we do not
think the idea of discrimination is new to this legislation.

The progosed age reduction from 65 to 62 for men is stated in the
Ways and Means Committee report to have a zero effect on long-range
costs. of the system. This might be debatable and worthy of your
examination.

I think the most important factor which has been ignored is this:
If he retires after 65 he has paid for the years 62 through 65; if he
retires at 62, obviously, he is not going to pay.

So this probably means smal%er average wages, and hence smaller
benefits than under the existing layw.

Another factor is that after early retivement is established, the
reduction in benefit provision is likefy to be scrapped because of the
floor of protection argument, because it might be debated if a man
needs mone%'1 to retire at 05, and it is not any too high now, we will
admit, that he should not have less at 62 because he is not going to eat
any less, because he got. through at 62 than if he got through at 65.

erc is also a clause in here as te an increase in widow’s benefits.
While I did not come here from St. Paul, Minn,, to discuss with you
the broad subject of widowhood, I think that it is interesting that this
groposed increased benefit would affect some 1,525,000 people the
rst year, at a new cost of $105 million. Again the payroll maker
protests. - . :

Although some people still insist on discussing OASDI in terms
of insurance, NAM has, and still does believe, that the system has
become a compulsory sharing of wealth for social purposes. This
being the case, it is vital that Congress carefully weigh the equities
of all the various groups contending for a share of the estimated $12
bi]l'izon proposed to be distributed annually after enactment of H.R.
6027. ' ,

Your talks, I suppose, is to determine which claims call for the more
enerous treatment, and how much additional income is to be trans-
erred from the productive to the nonproductive.

You have copies of this paper before you and there is an interestin
development on page 6 as to this whole matter of retired women an
aged widows., Actually the widow does not seem to be in an under-
privileged for many, many reasons, and I hope that you will ignore
some of the things that have been said to the contrary.

Under the proposal, wives could look forward to average widow’s
benefits just $2.40 larger than the benefits of retired women. This
seems to be the greatest inequity of all.

When consideration is given to increasing benefits above the pro-
posed minimum for aged widows, widowers and parents, other classes
also require careful consideration, otherwise the result may be that
their equally and possibly superior claim for liberalization may be
overlooked. : .

All these changes again add to the costs of the program, add to
the competitive burden on the payroll maker, particularly the payroll
maker who must depend for his very livelihood on his ability to com-
pete with foreign-based operations. |
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As a matter of fact, consideration might proper!y be given by you
Eﬁntlelpeq to widows, widowers, and parents, and with them other

neficiaries such as workingwomen whose benefits are based on wages
back to 1936.

Here, as I understand all of this, there is a major disparity.

Again in this paper you will see some figures caleulated to show
you at a glance what has happened as far as a differential between
the two classes of retirees and the time which is concerned here,
which is really an inequity. ,

The presently proposed maximum widow's benefit of $104.80 would
be puid to a very substantial fraction of future widows, incidentally,
but experience shows that only a small fraction of women workers
average the $3,600 per year which would yield them benefits of this
size. -

In the usual course of events, a widow would find herself with
such assets as n home, life insurance proceds, her deceased husband’s
personal property and, perhaps, children who would still contribute
to her support. The retired woman, on the other hand, seldom has
such assets to fall back upon in time of need, but she is the one who
has contributed by her labor to the support financially of this program.

So I do not think that this proposal really is the thing that corrects
inequities. It might be causing some.

So we would urge Congress to carefully weigh the equities involved,
and would caution against hasty action that may create further in-
equities which may have to be corrected in the future with more taxes,
with higher outlays, with greater penalty again to the manufacturer,
at léast, of capital goods.

We urge (L,)ongr&qs to look at all the claimants for social justice,
particularly the retired workingwomen and thoss older retirees, both
men and women, whose benefits are based on pre-1950 earnings.

We hope you will be careful not to raise the payroll taxes under
any circumstances and for any purpose. I again say that regardless
of the emotional appeal of a tax that is imposad upon the payroll
maker, the effect on his ability to hire people is the same.

Going on, and this won’t be much longer, the eligibility change for
insured status, under H.R. 6027 would liberalize eligibility for bene-
fits by granting insured status to persons havi’n% one quarter of covered
worth for each four calendar quarters after 1950. ‘ '

It will be recalled that some correction was made in 1960, and this
requirement was liberalized from one quarter of coverage to two
elapsed quarters after 1950. Thus if this new bill is enacted, the
eligibility requirements will have been 1960; and this requirement
was liberalized from one quarter of coverage to two elapsed quarters
after 1950. Thus if this new bill is enacted, the eligibility require-
ments will have been halved within 2 years, and this is a pretty speedy
correction of matters when you consider that'the cost is both real
and tangible to the person who has to put up the money for the pay-
rolls, in the first place. v '

The proposed change would add, incidentally here, about 160,000
people to the benefit rolls during the first year, with an estimated cost
of $65 million. This, of course, is in addition to some 400,000 people
who will be added to thé rolls as a result of the 1960 amendments.
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The proposal, together with the proposal to-reduce the retivement
age for men, would, in effeot, reduce the required quarters of coverage
from 13 to 7, again accelerating costs,

The NAM is opposed to further liberalization of coverage hecause
it is a further departure from the contributory principle and the wage-
loss tll]w.m‘y of benefits. But we simply feel the thing is going on too
rapidly.

There is also in here something that cannot be ignored in a com-
pleto presentation of the matter. This has to do with the increase in
minimum  benefits.  TLR. 6027 proposes to increase the minimum
benefit. from $33 to $40, with corresponding adjustments in family
benefits and so forth.

This proposed change here would inerease benefits for 2,175,000
people and would cost $170 million the very first year.

Here again the cost of providing these benefits is what we are
talking about. This huge potential gap between contributions and
benefits may be justified on grounds of social welfare for the most
needy, but at the same {ime we would point out the dangor of a chuin
reaction for higher benefits up the line. We are a little frightened.
I am a little frightened.

A proportionate increase in maximum benefits would result in a
$160 per month primary benefit, and a $240 per month husband-and-
wife benefit.

On page 88 of the printed record of the executive hearings that I
have on the present legislation, Mr. Mills apparently inquired whether
it would not be necessary to raise the wage base to $7,200 just. to restove
{-he ]f)imper or historic relationship between minimum and maxihum

enefits.

Mr. Cohen stated—and I quote it, and T will let. you have that quota-
tion from the paper. There is no particular reason for my reading it.
I think you are ns familiar with it as am I.

Then, in conclusion, regarding the libeialization of disability bene-
fits. the bill now before the committee contains no proposals relating to
further liberalization of disability benefits.

However, the administration did propose in H.R. 4571 to climinate
the requirement. that a disability be expected to result. in death or to
continue for a long and indefinite period in order for the disabled per-
son to get benefits. We get. here into a realm of arbitrary decision
about disability which is pretty dangerous if the whole attitude is a
temporary disability thing, '

Thus, a person could become eligible for disability after 6 months,
and this, as any of you know who have been in business and had the
problems of paying workman’s compensation and general health in-
surance, really starts the debate, :

The issue is of concern to NAM, as it rightfully should be. If the
committee chooses, we nre now prepared to discuss the problem briefly
in order that our views be made part of the record for possible future
reference. i

Rather than discuss this again, because most of this which yvou have
in front of you consists of quotations from the 1960 Social Security
Amendments and the supporting informational matters which have
})ﬁen published for the benefit of any reader, I will not go through
hese.
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I will say, however, that NAM is opposed to further increasing the
already heavy tax burden that will fa‘l on employers, on consuniers,
and on young workers.

Finally, and this is personal, gentlemen, I would like to thank you
for the opportunity to have come here, and 1 want to say to you that
the addition of something like social security taxes on payrolls is a
pyramiding thing. Any manufacturer of a product us complicated
as ours nlways has the problem of not only picking up his own addi-
tional costs but he must pick up all the additional costs of all his sub-
contractors and suppliers.

All added together, this again jeupardizes our position when we
try to add to our employment and maintain what we have.

I can only thank you for the chance to come here representing our
company, the spirit, I am sure, of its people, our stockholders, and
the NAM.

Thank you very much.

('The prepared statement of Mr. Carroll follows:)

STATEMENT OF JoHN E. CArroni, CHAIRMAN oF THE EMPLOYEE HEALTH AND
BeNeFrs COMMITTEE, NATIONAL ASBOCIATION OF MANUFACTURERS

My name is John E. (‘arroll. 1 am president of the Awmerican Hoist & Derrick
Co. of St. Paul, Miun. I am a director of the National Associntion of Manufactur-
ers and am chairman of its Employee Health and Benefits Committee. Our
association I8 composed of more than 19,000 member-companies, of whom over
gg() percent employ fewer than 500 employees and nearly half employ less than

NAM appreciates this opportunity to express its views on the proposed amend-
ments to OASDI contained in H.R, 6027, These proposals are of significance to
us as citizens who favor continued rellance on the individual and family as the
major sources of finauncial security for our aged. These proposals are also of
significance to us as businessmen whose companies must bear hulf thelr cost.

The original purpose of the social security law, and the only justification for
its compulsory sharing of the income of producers with noenproducers, is to
provide a basic floor of protection to individuals who suffer an income loss by
virtue of old age, disability, or death of the family breadwinner. It is intended
a8 a permanent, not an emergency program. I willt discuss the provisions of
H.R. 6027 in this context,

Objectives of sacial security

In examining today's svcial security program and contemplating the effects
tomorrow, of the proposals before us, we find little resemblance to its original
purpose as a minimum bulwark against destitution in old aga. Kach liberaliza-
tiou brings us closer to the point where retirement becomez a financial boon,
underwritten by those who are still employed. The real danger in such a system
of compulsory income redistribution lies in the unfortunate fact that the public
is unaware of the true nature of the beast. Encouraged by the publications of
those who administer OASDI, the public has been gold on the distortion that the
system operutes like “insurance,” returning benefits which have been *“paid for”
by the individual through payroll taxation. This misconception generates wide
popular support for increased liberalizations, though they be unnecessary and
financially unsound.

We believe the time has come for a careful reexamination of the original
purposes of OASDI. The proposed amendments contained in H.R. 6027 present
an opportunity to realine objectives and halance equities between claimants and
producers., If benefits are to be handed out, we recommend that the situation of
each type of claimant be judged in relation to groups with greater needs, It
retirement is to be made more attractive, we would first inquire whether the
world situation justifies a substantial lessening of experienced, skilled American
manpower. But prior to all these considerations, we would pause for a long,
careful look down the road ahead, for around the bend may lie a state system
more in keeping with European socialism than our own traditions of freedom and.
reliance on the individual.
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With respect to H.IRR. 6027, we must determine whether these proposals are
desirable jn view of the system’s original objectives, whether they are necessary
at the present time and whether they are fair to all groups of clajmants,

Page 22 of the printed report of the House Ways and Means Committee's exccu-
tive hearings preliminary to reporting out the pending blil, contains a very
significant item furnished by Mr. Ribicoff.  1n estimating the increase in Federal
payments to be made beginning April 1961 as a result of the admmistmtions
economic recovery program, Mr. Ribicoff includes improvemeiits in the OASDI
program along with extension of téemporary unemployment insurance and aid
to dependent children. ‘This reveals an intent to use the permanent social security
aystemn as a device to cure a temporary economic need. The NAM opposes such
tinkering with OASDI for a purpose wholly inconsistent with its prescribed
objectives.

COMMENT ON BPECIFIO PROPOSALS

Reduced retircment age for moen

The most significant proposal in H.R. 0027 is that which wculd reduce the
retirement age for men to 62 years on an actuarially ndjustcd basis,” This pro-
posed change wouwld provide first-year benefiis uuwuurmg to $i4) million for
approxlmnte y 500,000 beneficiaries.

It is strange, indeed, to see this proposal being made again at n time when
life expectancy is on the rise and so many of our older citizens sre pleading
for a chance to demonstrate their abllity to lead useful, productive lives. To
help thiem in their quest for work, the administration and varlous State legis-
latures hare condemned age discrimination in hiring. Quoting from a policy
etnlt;zmeut made at the January 1861 White House Conference on AgiLg (report,

):

“There was a consensus that because employment is go important to the older
person, uot only for self-support and independence, but also for healthtul living
and self-respect, basic economic and other policies should be developed in this
country which will create a healthy economy and high levels of employment in
all arcas and for all persons in the labor market.”

The NAM subinits that the problem is to find useful employment for vigorous
men of 62, not to entice them to pasture at the expense of the younger generation,
If the retirement age for men is lowered to 62, it will be more difficult than ever
for them to find jobs.

This particular proposal has all the earmarks of a plan to ease the unemp.oy-
ment problem. Unemployment is a problem which ghould be called by its right
name and solved by appropriate measures. It must not be disguised as a social
security issue and solved by a distortion of the entire system. In this connec-
tion we would also point out that unemployment is not restricted to a particular
age group. Many men in their fifties and fortles are having trouble finding jobs
today but surely no one would seriously suggest lowering the retirement age to
52 or 42. We feel that the healthy American man, no matter what his age, wants
to support OASDI by working rather than be supported by it at 62.

Proponents of retirement at 62 for men are also heard to argue that discrim-
ination on grounds of sex must be avoided at all costs and that since women may
now retire at 62, so must men be able to do so. The fallacy of this argument is
as obvious as the physical differences between the sexes. Man is the breadwin:
ner to whom women and children have traditionally looked for support. This
is in the very nature of things and may it always be s0 . It is not the function
of a social welfare system to relegate the male worker to the role and status of
the female. OASDI, like the Avmed Forces, should continue to recognize the
difference between the sexes in pursuing its basic objectives.

OASDI contains a number of “discriminations” which recognize the fact that,
typically, the wife and children are dependent upon the father as breadwinner,
For example, for a husband to receive benefits based on his wife's wage record,
he must be “receiving at least one -half of his support"” from her when she be-
comes eligible for retirement benefits, or in case of her death, at the time of her
death. Even where he is dependent on her at the tirae of her death and has
children in his care, he receives no benefits. However, if the situation were
reversed the wife would receive behefits. Similarly, a child is “deemed” to be
dependent upon its father unless the father was neither living with nor con-
tributing to the support of the child. However, a child ‘can be dependent on its
motger only if she is "currently insured " thab is, recently engaged in current
wor .
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In view of these preseutly accepted “discriminations” ths NAM believes no
serious argument can be made for elimination of the more natural “diserimina-
tion” between retirement ages for men and womnen,

The proposed age reduction from G35 to 62 for men is stated in the Ways and
Mecans Committee report to have a zero effect on long range costs of the system.
In last year's Senate veport which contained the same provision the cost was
stated to be 0.05 percent as it would further reduce insured status requirements
and increase the average monthly wage.

One important factor secins to be ignored. The individual retiring at 62 will
pay in contributions for 3 years less than if he retires at age 65. It might be
argued that many might not have taxable wages in the 3 years. But this would
probably mean smaller average wuages and hence smaller benefits than under
existing law.

Another factor is that after early retirement is estublished the reduction in
benefit provision is likely to be scrapped because of the “ﬂoor of protection”
argument.

Inorcase in widcw's bonejiis

Under this proposal the benefit payable to an aged widow of a deceased worker
would be increased from 75 percent of the worker's primary henefit to 8214 per-
cent, Taking an increased minimmum benefit into account, it is estimated that
1,625,000 people would he affected the first year at a cost of $105 million.

Although some people still insist on discussing OASDI in terms of “insurance,”
the NAM believes that the system has become n compulsory sharing of wealth
for social purposes. This being the case, it is vital that Congress carefully
weigh the equities of all the various groups contending for a share of the esti-
mated $12 billion proposed to be distributed under HL.R. 6027. Your task is to
determine which claims call for more generous treatment and how much addi.
tional income ig to be transferred from the productive to the nonproductive.

The need for doing equity is clearly revealed in the proposal to increase
widow's benefits. The proposed increase would mean a maximum widow's ben-
efit of $104.80. Table 2 of the March 1961 Social Security Bulletin shows that,
as of last June 30, benefits paid widows lacked only $2.10 of being equal to those
paid to retired women workers. Wives could look forward to average widow’'s
benefits $2.40 larger than the benefits of retired women. The overall averages
were:

Retired women .. e $°9. 80
Aged WIAOWSB. . o e ———————— 57.20
Husbands and wives_ e 123. 40
Prospective widows e 61.70

Table 2 of the Bulletin broke the statistics down into what might be termed
“older retirees” (those who in general retired before April 1952) and those
who retired more recently. Technically, the table covers retirements bused on
earnings after 1936 and on earnings after 1950, as follows:

Benejits
Earnings Earnings
after 1936 after 1950
Retlred WOomMeD e .o e eeees $47.40 $66. 20
Aged widows...__..._._. - e 50. 40 68, 40
Husbands and wives .- 94.20 132.60
Prospectivo widows. oo i e 47.10 66. 30

Consldering the purpose of OASDI—that of providing a minimum floor of pro-
tection—the above figures indicate that fairness and equity call for any increeses
to include all post-1936 retired women and widows, rather than all widows (both
post-1936 and post-1950).

When consideration is given-to increasing bepefits above the proposed mini-
mum for aged widows, widowers and parents, other c¢lasses also require careful
consideration. Otherwise the result may be that their equally, and possibly
superior claim for liberalization may be overlooked.
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As a matter of fact, consideration might properly be given to widows, widow-
ers and parents, and with them other beneflclarles such as working women
whose benefits are bused on wages back to 1936. In comparison with those
whose benefits are based only on wages after 1950, the earlier group’s beneflts are
qulite low.

Here is & summary comparison of the percentages of some classes whose bene-
fit per reciplent is less than $50 per month:

Beneflts
based on After 1038
wages after
1950

Peicend Fercend
Retlred man onlY. C oo eactae e el 9.7 35.0
Retired woman only.. .. 21.9 50.9
Husbnnd und L L T, 1.8 35.2
I\f ............. 15.3 4.5

ther and 2 children 2.5 28.8

The presently proposed maximum widow’s henefit of R104.80 would be paid to
a very substantial fraction of future widows. But experience shows that only
a small fraction of wotnen workers average the $3,600 per year which would yield
them benefits of this size,

In the usual course of events, a widow would find herself with such assets
as a home, life insurance proceeds, her deceased hushand’s personal property
and perhaps children who will contribute to her support. The retired woman,
on the other hand, seldom has such assets to fall back upon in thine of need.

Again, we would urge Congress to carefully welgh the equities involved here.
Hasty action may create further inequities which will have to be corrected in
the future with more taxes and higher outlays. We urge Congress to look at
all the claimants for social justice. particularly the retired workingwomen and
those older retirees, both men and women, whose benefits are based on pre-1950
earnings.

Eligibility change for insured status

H.R. 6027 would liberalize eligibility for benefits by granting insured status
to persons having one quarter of covered work for each four calendar quarters
after 1050, It will be recalled that in 1960 this requirement was liberalized from
one quarter of coverage for each two elapsed quarters after 1050, to one covered
quarter from each three such elapsed quarters. Thus—if this bill is enacted—
the eligibility requirements will have been halved within 2 years,

The proposed change would add about 160,000 people to the benefit rolls
during the first year at an estimated cost of $65 million. This, of course, is
in addition to the some 400,000 people who will be added to the rolls as a result of
the 1960 amendments.

This proposal, together with the proposal to reduce the retirement age for
men would, in effect, reduce the required quarters of coverage from 13 to 7.

The NAM is opposed to further liberalization of coverage because it is a
further departure from the contributory principle and the wage-loss theory of
benefits. Inasmuch as OASDI does not cover all gainful work, there is no need
to further reduce the qualifying work test.

Increase in minimum benefits

H.R. 6027 proposes to increase the minlmum benefit from $33 to $40 with
corresponding adjustments In family benefits and lump-sum death payments,
This proposed change would increase benefits for 2,175,000 people and would
cost $170 million the first year.

The cost of providing these benefits would greatly exceed the amounts con-
tributed in OASDI taxes by the employee and employer. ‘The actual premium
required to cover the cost of these benefits for a man and his wife would be over
£216 per year paid from the inception of OASDI to the end of 1961. Yet the
beneﬁts contemplated would be payable to persons, who, together with their
employer, have paid as little as $6 in taxes.

This huge potential gap between contributions and benefits may be justified
.on grounds of social welfare for the most needy. At the same time we would
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point out the danger of a chain-reaction push for higher benefits up the lne,
regardless of the rystem's objectives and the needs of our aged. A propor-
tional increase In maximum benefits would result in a $160 per month primary
henefit and a $240 per month husband and wife benefit,

On page 88 of the printed record of the executive hearings on the present
legirlation Mr. Mills inquired whether it would not be necessary to raise the
waye base to $7,200 “to restore the proper or historic relationship between
minimum and maximum benefits.”

Mr. Cohien stated: “I think, Mr, Chairman, this traditional relationship be-
tween the minimium and maximum that has been maintained over these 20 or
25 years Is an essential aspect of a contributory system,

“If you do not have what the committee and the country thinks is an ndequate
spread between the minimum and the maxfraum, then the enthusiasm for a
waga relnted system is dampened.”

Liberalization of disability benefit

The bill now before the committee contains no proposals relating to further
liberalization of disability benefits. However the administration did propose,
in H.R. 4571, to eliminate the requirement that a disability he expected to result
in death or to continue for a long and indefinite period in order for the disabled
person to get benefits. Thus a person could become eligible for disabllity benefits
after 6 months under the administration’s plan.

This issue is of concern to the NAM. If the committee chooses, we are now
prepared to discuss the problem briefly In order that our views be made part
of the record for possible future reference.

You will recall that the 1960 Social Security Amendwments removed the re-
quirement that a person be between the ages of 50 and 65 in order to collect
disability benefits. This liberalization, together with the present proposal, would
seem to bear out predictions we made when the issue tirst arose; that eventually
we would be faced with some form of Federal nonoccupational sickness and
disability program, The NAM is opposed to Federal activity in this area. This
problem can be handled best by the States and individual employers.

Using data published Iin the Sacial Security Bulletin for December 1980, we
calculated that the average recipient of disability benefits now gets around $850
per year. Since an estimated 85,000 additionnl persons would be added to the
rolls the first year under further liberalization, the initlal annual cost would be
over $72 million. In turn, this figure will be increased by cases involving wives
and children’s benefits and by those people entering the rolls as a result of 1960's
liberalization. Then we must consider those who would qualify for benefits in
succeeding years. The net effect of all this, costwise, is difficult to estimate.
However, it is likely that the substantial added costs involved would require a
substantial increase in taxes—taxes which were substantially increased only as
recently as January 1, 1960. NAM is opposed to further increasing this already
heavy tax burden on young workers, employers, and consumers.

The ('namyan. Thank you very much, Mr. Carroll.

Mur. Carrorr. T do not think it ‘was entirely clear where you say :

This being the case, it is vital that Congress carefully weigh the equities of
all the various groups contending for a share of the estimated $12 billion pro-
posed to be distributed under H.R. 6027,

That is an error, is it not, because, as I understand H.R. 6027, it
provides for about $800 million.

Mr. Carrorn. T may have misspoken, Senator Byrd, but actually
what I was doing here was using a figure that I think appeared on
page 20 of the 21 trustee’s report. I hope we have that here, do we?

The CrramyaN. This is a cumulative f{gure?

Mr. CarrorL. It is a cumulative figure and I hope I said it was, the
estimated $12 billion proposed to be distributed annually after enact--
ment of H.R. 6027, i meant it to be the total figure; yes, sir.

The Cmamman. All right. I want you to know that the Chair
shares your anxiety about the fear of increasing the social security
taxes, :
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You mude a very interesting statemont. Any questions?

Senator Hartke.

Senator Harrre. Yes. In regard to your specific comments about
the reduction from age 65 to 62, 1 quite agree with you that unem-
ployment is a problem which should be called by its right name and
solved by appropriate measures, and I do not think social security
should be used to attempt to solve unemployment.

However, does the proposal to reduce the age limit from 65 to 62
on & volunfary level (L‘a{)with solving the unemployment problem?
I mean, I do not understand the connection between the two. I do
not. understund how you brought the two together,

My, Carrorn. Well, a great many peoplo are advocates of this par-
ticulur legislation, Mr. Hartke, who apparently have said that if we
can encourage people to drop out of the work force at 62, then in-
evitnbly some people at the lower end of the work force now unem-
Bl(_)yed_ would find employment to fill the same jobs. That is why I

ring 1t up.

Senator Harrke. Let me see, I am one of the advocates of such
a proposal, and have such a bill in, but I do not advocate it on such
a basis, but it is a recognized fact, and the studies show that there
are a lot of people at age 62, who frankly, are unable to go out and
find work. It 1s not a question of their being disabled a hundred

ercent, but their physical condition sometimes is such that people
just do not want to hire them,

If they can go ahead, they have mude their payments, and if they
can take it at a reduced rate, why shouldn’t they ge entitled to do so?

Mr. CarrorLr. Mr. Hartke, I really do not know very much about
disability insurance. I am a little bit gunshy about even considering
it has any place here.

Senator Harrke. This does not deal with disability insurance. I
am not talking about a disabled person, but just talking about the fact
that a man reaches the age of 62 and, franltly, he is in a position where
the employer—will you hire a man at the age of 621

Mr. Carrorr. Iet me jump right out of orbit, if this is permissible,
Mr. Chairman. Mr. Hartke, you come from the great State of In-
diana, isn’t that correct?

Senator Hartke. Yes, sir.

Mr. Carrorr. We operate three plants in the State of Indiana.
I would hate to run any of those three plants, two in Indianapolis and
one in Fort Wayne, without the people over 62 years of age that are
in our employ in those nlants.

Senator HArTkE. Before you misinterpret what I said, I quite
agree with you that there are a lot of people, frankly, and I think
it is going to be increasingly so, over 65 who are going to be capable
of doing very constructive and very worthwhile work. I'm not talk-
ing about those individuals. I do not think most of those people are
going to want to go on social security at a reduced rate at the age
o£ 62. Many of them do not want to go on social security at the age
of 65. .

Mr. CarroLr. That is correct.

- Senator Hartke. I quite agree. Those people are fine working
people. But this will not have any appeal to such an individual, those
people working in your plant or any other plant. They are not going
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to go out and take this social security benefit at the age of 62 on a re-
tired basis. It makesnoappeal to them whatsoever.

Frankly, it will make very little appeal to most of your emgloyees
at tho age of 65. A lot of them wou{)({) like to continue to work; isn’t
that correct ¥

Mr. Carrorr. Oh, yes. As a matter of fact, I am probably begging
the question a little bit here, but one of the things we have always been
puzzled about is how to get rid of the fellow over 72. He is doing so
well under this law you can hardly pry that old boy out of there.
He is being paid by the Government to work for us, and by them
to work for us. Ileis doing real fine. So maybe if we wanted to talk
about something along this line we have got the wrong thing in front
of the tool.

Senator Harrre, We are talking about two different categories
of the people. I am talking about the large number of people who
still are, at the age of 62, finding themselves 1n a position in which they
would prefer to retire. Really their physical condition is such they
are not disabled but really they shoufd not continue to work, and if
they want o go ahead after making their contributions through the
years, why shouldn’t they be able to retire at the age of 62¢

Mr. CarroLr. Well, how far do you want to go? 1Is it going to be
57 next year or 55¢ I know some fellows 25 years old who do not
think they are very anxious to work.

Senator Hartke. I know, but I think it is a pretty well recognized
medical fact that there are a large number of people over the age of
62, between the age of 62 and 65, and this is true, I think you will find,
you probably know some personally, as I do, who, frankly, just ab-
solutely are not really in a position where they should be working,
but they are trying to make a go of it. Some of them just cannot
find jobs in their positions because of their age group.

Mr. CarroLr. We are getting a little closer here to using the secial
security law for unemployment compensation purposes. If these
people cannot find jobs that is something else again. Isn’t it true
that, perhaps, this is largely advocated for certain States where they
have a very high percentage of unemployment$

Senator Hartre. No; I do not think so at all. I think you will
find this if you will go even into your.own plants, you will find
instances of this, maybe not, maybe your company is run a little bit
differently, and I'm not going to say about that, but I do feel there
are some particular probﬁzms for these people in this age group, and
I think that doctors would tell you so, that they could not sign any
statement that this man is physically disabled, that he is disabled -
from doing any work. They cannot sign a statement. ‘

They. will frankly tell you that.the man probably would be better
off if he could go ahead ang retire under reduced benefits,

Mr. CarroLr. Well, Mr. Hartke, I am not an industrial physician
either, but I will tell you what I am, I am a manufacturing fellow.
I do not want any impression given here that a manufacturer, at least
I, appearing here as an individual, am talking about liberalizing this
age situation from the standpoint of relieving the manufacturer of a
responsibility to keep a 62-year-old man working. I wish you would
leave us take care of something, we would take care of that one, we
would keep him. ‘
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Senator Harrke. There would be no requirement on the munufac-
turer to thisextent.

Mr. CarroLr. No. But I mean certainly manufacturers are not
seeking this .elief, as you indicated, in order to let these marginal
people who are not very efficient be retired.

Senator Harrke. Let me say to you, sir; and I say to you in all
sincerity, Mr. Carroll, if any implication was left of that T want that
erased immediately. T did not mean to imply the manufacturers were
sesking this. I'm talking strictly from the individual viewpoint of
the person who is within the age of 62 and 65. I'm talking from
their side of the picture and not anybody else in society.

Mr. Carrorr. 1f they are unwilling physically and mentally to be
employed, I do not think it belongs under the Social Security Act. 1
do not think it does. I think it is a different problem,

Senator Harrke. Let me draw away from that. T thought T made
itb ]ln‘ett.y clear about talking about people who have a mentsl dis-
ability.

\V]iﬂ I'm talking about is this is in an age in which there are certain
factors which create special problems. I do not think there is any use
going further along in that.

Let me ask you another question in that regard. In the last sentence,
the last. paragraph, was an assumption that said:

Another factor is that after early retirement is established the reduction-in-
benefit provision is likely to be scrapped because of the “flaw of protection”
argument.

This is an assumption. If this assumption were, in fact, not true,
would this change your opinion any upon this legislation?

Mr. Carrorr. Well, I still would have to cling to the amateur idea
that a fellow who retirved at 62, when he is 62 is just as hungry, would
be just as hungry, as the fellow who retired at 65. I do not see any
reason for the encouragement of him to retire, to retire a fellow at. a
reduced rate because he has the same kind of needs, and I think it is
unwholesome, and I think ultimately emotional pressure would kind
of force you to correct this ;l)oor fellow’s situation, and ultimately end
up by raising his benefits so he can be fairly treated.

Senator Barrke. I mean, assuming this was not so, would this make
any difference in your testimony {

Mr. Carrorr. Well, I refuse to make the assumption because I will
go ri%ht back to the description that you made of this fellow between
62 and 65.

Senator HArTKE. Yes. But you assume in the legislation here a
fact which isnot true.

Mr. Carrorr. Well, of course, it is not true; we cannot say it is true
because it could not verv well have happened. This is kind of a crystal
ball performance, just like fellows of your age forecasting how u fellow
feels at 62 years of age.

Senator HArTKE. Iet me ask you one other question here in regard to
this overall item. As you well know, the limitation on earnings ap-
plies—of course, you talked about the age of a man 72. The limitation
of earnings does not apply to any individual other than a wage earner.

Would it make any difference if the overall limitation on earnings
were taken off for all social security beneficiaries; in other words, for
investment people receiving investments today or who have their



SOCIAL SECURITY BENEFITS 27

income other than from wages. If they have income from invest-
ments or from properties and rentals and things like that, of course,
there is no limitation on the income for those people; and even though
they are social security recipients they can still go ahead and draw
their social security benefits and their investment return or their
renta] return without having any change in their status on the social
security roles. :

Now, do you feel that it would be more fair under the circumstances
to extend this to the wage earners as well; in other words, as you know,
there is a sliding scale really of about $1,500 which is the maximum that
2 wage earner can earn now.

Mr. Carronr. Well, the only thing that I can see is to just take the
72 out of there and let the rulesride.

It kind of amuses me sometimes to get some old boy who is a tool-
maker, and he is really pretty good, anﬁ you still have got him, and all
of a sudden, because of the accident of his 72d birthday, he gets a third
raise in his compensation.

Senator Harrke. I am not talking about the man 72, but the one
at 65. He is 65 years old. He is n wage earner: he has a limitation
on earnings because of being 66.

Mr. CarrorL. Yes,

. Senator Hartke. This does not apply to a 66-year-old investment
individual, a person who has investments.

Mr. CarroLe. No.

_Senator Harrke. How can we justify such a distinction, such a
discrimination, against a wage earner?

Mr. CarroLL. %Vell, I do not think you have any discrimination
there. You would have discrimination if you changed it. We are
i;et.ting into something here that I could not possibly debate with a fel-

ow with your fine background, because I am basically an engineer, but
it kind of seems to me you are talking here dangerously. There
might be a penalty on accumulating enough equity to have a few stocks
or bonds or some other income, and I could not get into that with
you; I am afraid I would lose,

Senator HarTre. Mr. Chairman, I would like to ask Mr. Carroll, in
his capacity as a representative, not in your individual capacity, if it
would be possible to secure a statement, a written statement, to be sub-
mitted for the record as to the position of the National Association of
Manufacturers in regard to the removal of the earnings limitation.

Mr. CarrorL. There is no official position, as I know it, within
the NAM, and I would say that is a fair request.

I am not running NAM, nor am I in a position to, but I think we
should probably make some attempt to answer this question.

Senator HArTKE. Yes. Inother words, within reason.

Mr. Carrorr. X am afraid I am so far off your wavelength that I
would refuse to represent NAM on the point, and I guess T have said
all I can say about my own observations on this particular phase of it.

Senator Harrxe. 1 am not asking you to do that. 1 hope if there
is any position from the association, it could be obtained.

Mr. Carrour. As I understand it, there is not any attendant change,
however, in any of this legislation, is that right ¢

Senator HarTke. If I have my way, there will be, sir.



28 SOCIAL SECURITY BENEFITS

Mr. Carrorw. There is not now.

Senator Harrre. Well, there will be. This will be in front of the
committee, if the chairman will permit me to submit an amendment,
I will say that, lateir on, which, as the chairman knows, we have not
had this opportunity to date.

Mr. CarroLr. Maybe it would be interesting if you gave to NAM
what you had in mind.

Senator Harrkzs. I would be delighted to.

Mr, Carrorr. It would help me alittle, -

Senator HartrEe. I would be delighted to do that.

Mr. Carrorr. I think that would be fine,

Senator Hartke. One other comment I would like to make on your
statement. This does not deal with unemployment. You say——

Senator WiLLiams. Would the Senator geld for a question in con-
nection with the memorandum you are asking them to submit?

Senator HarTrE. Yes.

Senator WiLLiams. Mr. Carroll, at the time you submit your rec-
ommedation giving the views of the National Association of Manu-
facturers, and at the sam » time the Senator is going to submit a
memorandum giving his iews, would - you both take into considera-
tion the fact that to eliminate this age requirement would necessitate
an additional expenditure annually of $3 billion, and require a mini-
mum of an increase in the payroll tax oi 1 percent, and would both
of you take that into consi(feration at the time you make the memo-
randa as to your recommendations on the advisability of the change?

Mr. Carrorr. I agree. I certainly could donothing less.

I understand this is going to be an amendment that you are going
to sponsor? B :

Senator Harrge. It is in a bill which I have introduced, and an
amendment I intend to introduce to this bill, if permitted to do so,
which would remove the earnings limitations for wage earners.

Mr. CarrorL. Would you like me to send a copy to the other mem-
bers of thiscommittee? ' o , ‘

Senator HartEE. No. I would prefer, sir, that in your representa-
tive capacity it would be directed to the chairman of the committee
so it would be available for the entire committee, whatever stqtement
itis. . B ’ S A
Mr. Carrorn. You would like the National Association of Manu-
facturers to comment upon ‘

Senator HarTge. If t?xey caretodoso. .

. Mr. CarroLL (continuing). On what youhave stated here.

Senator Harrre. If they care to do so. ‘ . -

The Cramman. The Chair would like to suggest we expect to take
this bill up in executive session next Thursday, and any memoran-
dums prior to that should be sent in, in order to have it printed i the
record by that time. . I L o

Senator Harrke. I hope you understand, sir, I am not demandin
r.nything from you, but just asking your opinions. I think they woulg
be helpful to the committee. ) 4 .

Mr. Carrorr. It will give me a chance to at least know what you
are talking about, and lgwill pass it along to the NAM, and a jury
of my peers will reply to you in a suitdble manner, I balieve. - ‘
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(The following letter was subsequently submitted })

NATIONAL ASSOCIATION OF MANUFACTURERS,

. Washington, D.C., May 286, 1961,
Hon. Haury F. BYRD,

Chairman, Committee on Finanoe,
U.8. Benate, Washington, D.C.

Dear SENATOR ByYep: During the appearance of John H, Carroll, chairman,
NAM Employee Health and Benefits Committee, before your committee on H.R.
6027, both you and Senator Hartke indicated that the committee would like
to have the assoclation’s views with regard to removal of the earnings limitation
now in the Social Security Act. Complying with thir request will require con-
sultation with NAM Policy Committee principals and staff and we, therefore,
will be unable to providé anything in time for inclusion in the printed hearings.

If such copsultation indicates that the association is in a position to present
its views on this subject at this time we will make every effort to have it in
your hands hefore the committee begins executive sessions on this legis'ation.

Beapectfully yours, : :
. R. T, CoMFION,

Senator Harrxr. Let uscome back to your statement. -

I éust point this out to you, that I have had occasion to serve on
the Senate Committee on Unemployment Problems. It says:

In this connection we would also point out that unemployment is not re-
stricted to a particular age group. ) ‘ :

I just want you to know that I do not believe this is true. I would
hope that you would reexamine this, and I would be glad to discuss
this matter with you either in your representative capacity or in-
dividually, to point out that the higgest problem today deals with
children or young people in the age group of 18 to 25 and the old.

The people between 25 and 60 are not presenting their problem,
© Mur. Carkoiy, I knoéw Washington is filled with men talking on the
saine subject, and the daily papers are filled with it, . ,

Senator Harrre. Those are all the questions I have, Mr. Chair-
man. : o

The Cramman. Thank vou, Mr. Carroll. 4

The Chair would like to put into, the record the cost of the first
year, the minimum benefit increase is $170 million; the age 62 for
men; $440 milliori; insured status requirement is $65 million; and
widoys, $105 million, making a total of $780 million, L

. T will submit for the record 'a statement in behalf o the Amefiéité
0

. L

Legion advocating: an amendment.to authorize the continuance.
pa’Fnents to children after afe 18 if awen'din%‘ an approved school.
. This statement i§ a statement of Dean D: W. Tieszen, who'is unablé
to be ‘}i‘xere-, «nd he requests that this statement be inclided in the
record.- R

- (The statement reierred to follows:)

* STATEMERT OF DEaN D. W. Tieszen, VIoE CHAYAMAN: O THE NATIONAL
COMMITTEE ON EDUCATION AND' SCHOLAKSBHIP OF THE AMERIOAN LEGION
S i . R ST oo T oo A o, ¢

~F

Mr, Chairman.and members of the coinmtttee, my name i3 D, W. Tieszen,. - I
reside at Warrensburg, Mo. I nm vice chairman of the National Educatipn and
Scholarship Committee of the American Legion, which committee: is a part of
our national child welfare program., .- LR RS At A SR L S P
- The Atnerican Leglon favors revision .of title II of the Social Security Act to
include children who aré attending school, from-:age 18 but not beyond the age
of 21 in the insurance benefits as provided by law.

' 70287—B1——%

! £
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The American Legion is very much interested in H.R. 6027 as same passed
the House sn April 20, 1061,

When H.R. 6027 was before the House Ways and Means Committee, the
American Legion urged that title I1 of the Social Security Act be amended
in a manner which would authorize the continuance of payments to children
after they reach age 18, while unmairied and enrolled in an approved school,
but not beyond age 21. . .

This proposed amendment was not included in ILR, 6027 as reported by the
House Ways and Meaus Committee; under the rule, no amendments were per-
mitted on the floor of the House.

The American Leglon respectfully requests the Senate Finaunce Committee
to approve such an amendment to the House-passed version of H.R, 6027 for the
following reasons.

At its 1060 national convention the American Legion adopted resolution No. 235
which reads as follows:
~ “Whereas one of the mujor objectives of the Awmerican Legion’s Education
and Scholarship Committee is to help make it possible for the children of vet.
erans who have the ability and desire to receive an education beyond high
school; and

“Wherens present provisions of the Social Security Act, title I, terminate
:tlxgneﬂt? to children of deceased wage earners when they attain the age of

; and

“Whereas it is at this age when the continuation of social security benefits
would, in many instances, be the determining factor as to whether or not
children would be financially able to continue their education beyond high
school : Now, therefore, be it

“Ieesolved, That the American Tegion in natlonal convention assembled in
Miami Beach, Fla., October 17-20, 1960, actively support legislation which would
amend title 1I of the Social Security Act in a manner which would authorize the
continuance of payments {o children after they reach age 18 while unmurried
and enrolled in an approved school, but not beyind age 21."

The American Legion has a long, sustained interest in providing enhanced
opportunities for the youth of our Nation, including the opportunities obtained
through education. The active support the American Legion provided in the
passage of the GI bill of rights for veterans after World War II and after
Korea {8 well known to the people of this Nation. Their support of the junior
GI bill which provides funds to assist children where the parent lost his life
in or as the result of service is a matter of record. The many aciivities, partic.
ularly of the American Legion’s Child Welfare and Americanism Commission
are further testimony on this point. In recent years a compilation of career
and scholarship opportunities for youth bearing the title “Need a Lift?’ has
reached a distribution of over a quarter million. ’

The support of the American Legion for the amendment to title II of the
Social Security Act s, therefore, consistent with the historic and active position
of our organization.

The American Legion belleves that there are three major arguments favoring
the proposition that title II of the Social Security Act should be so amended.
The first of these might be termed the logical reason, Bince post-high school
training or education is now looked upon as desirable, and for many careers an
{ndispensable prerequisite, the sense of security afforded to those covered by the
old-age, survivors, and disability insurance program is lessened 8o long as no
provision is made for continuing benefits during the years in which the child
would normally be obtaining a college education or in some instances finishing
high school. I speak from my own many years experience as a public school
and college administrator in pointing out that age 18 has for many such children
meant the necessary termination of their education. The logic behind the insur-
ance benefits of the social security program is that a child under age 18 is8 pre-
sumed to be a dependent who has suffered an earnings loss when his father
dies. This same principle continues to be in effect as he continues his education
bayond age 18, :

The second major reason for the American Legion support of this amendment
might be termed the humanitarian reason. . ‘

“College or other post-high school education has become for the present genera-
tion of youth a prerequisite for most goals in life, be they vocational or soclal,
The earnings loss suffered by a family upon the death of the principal wage
earner {8 in itself sufficient to lower the family status to a fringe position in
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terms of income. It is one of the proudest boasts of our American society that
it provides opportunity for all its members.

I Delieve that there is not a person here who is not deeply affected by the
humanitarian reasous inherent in title I1 of the Social Security Act.

Finally, the American Legion believes there i8 an economic reason to support
this revision.

When America educates its youth this represents a type of economic upgrading
which is uitimately returned to the taxpayer as a benefit. The GI bill cost the
Anmerican taxpayer some $15 billion according to Veterans' Administration esti-
mates, These same statisticians calculate that in less than 10 years from now——
by 1970—the 7,800,000 veterans who took training under the law will have paid
off the full cost of the program because through this education the veterans were
enabled to attain an income level at which they are paying an extra billlon
dollars a year in Federal income taxes., Dr. Paul C. Glick, Chief Social Statis-
tician of the U.S. Bureau of the Census, has analyzed lifetime earnings of
Americans and compared them with years of schooling. The average American
with a college education earns a total of $103,000 more than the average citizen
with a high school education. '

If the above figures are used as an example we can see what this might mean
in economic terms in the case of one individual. The lifting of the age celling
for dependents as proposed in the amnendment to title II would, under estimates
made by the Bureau of Old-Age and Survivors Insurance Division of Program
Analysis, Actuarial Branch, February 6, 1961, affect 160,000 children during the
month of October 1961. The total benefits for that month would be about $9
million. This would be approximately $55 per month per child. Over a 3-year
span, if this child remains in school, he would be entitled to draw about $2,000
in payments out of the reserve fund. Upon graduation from college this same
individual, whose earning power has now been increased over his lifetime by
$103,000 will pay in additional Federal taxes, if these are calculated on the
modest basis of 12 percent of gross income, an additional $12,360. An invest-
ment of $2,000 in an individual, to help make it possible to flaish college, will
enable bim to return to the U.S. Treasury $12,360—more than a :*xfold increase.

These estimates do not take into account, of course, the incalculable human
and social values, hard to measure in dollars, for both the individual and
gsoclety through enhanced productivity and potential contributions,

The U.S. Census Bureau states that in 1940 there were 3.8 million of the popu-
lation who had graduated from college. They expect this figure will have
risen to nearly 16 million by 1980, Time will probably prove this latter figure
to be rather conservative. In thc¢ years ahead, the economic lifetime of the
present youth of our country, additional education more than ever will benefit
its possessor.” The person without the education will be more economically dis-
advantaged than he now is. A study published in the New York Times of
January 1, 1981, tells us that 60 percent of the cost of paying for a child’s educa-
tion comes from the family, The enactment of this legislation would help to
fill in the money normally received by a student from the wage earner in the
family group. '

From an .conomic standpoint the American Legion supports the amendment to
title IT because it believes it is feasible to finance. If 160,000 children draw
benefits in October 1961, this will amount to 0.05 percent of covered payroll,

Wherefore, on behalf of the American Legion, I respectfully request the
Senate Finance Committee during its deliberations on H.R. 6027 to approve an
amendment to title II of the Social Security Act which would authorize the
continuance of payments to children after they reach age 18, while unmarried
and enrolled in an approved school, but not beyond age 21.

I thank you, Mr. Chairman, for giving me the opportunity to present these
views of the American Legion favoring its proposed revisions of title II of the
Social Security Act.

The Cuamuman. I also insert in the hearings a letter received from
Hon. Cecil R. King, ranking Democratic member of the Ways and
Means Committes ot the House, 8 very distinguished and able mem-
ber. Congressman King advocates an amendment to give an addi-
tional opportunity to elect OASDI coverage to State school employees
whose option to choose coverage under the “Divided Retirement Sys-
tem” provision has expired. S S

[ I



32 SOCIAL SECURITY BENEFITS

(The material referred to follows:)

Houske o¥ REPRESBENTATIVES,
Washington, D.C., May 9, 1961,
Hon, HARrY F'. BYRD,
U.8. Senate,

Drear SenaTor BYRD: Several weeks ago representatives from the California
School Employees’ Assoclation discussed with me a problem which hus developed
in the State of California with reference to the so-called split system provigion
for State and local employees which, a8 you will recall, was made a part of tho
Social Security Act with reference to several States in 1056, and which was
amended by the Social Security Amendments of 1958,

The particular problem confronted by the California school emnployees is out-.
lined in the attached memorandum.

Following my discussion with the representatives of the California School
Employees' Association, I arranged a meeting with representatives of the Socinl
Security Administration and the Ways and Means Committee staff membera for
the purpose of discussing a possible legislative solution. At the conference it
became clear that the problem faced by the California school employees was not
pecullar to California, but that there are problems in many other States. Fol-
lowing the conference, and after work by the staffs, general legislation was de-
veloped which would cover not just the California problem but which would also
cover similar problems in ail States. I have introduced this in bill form, H.R.
6808, a copy of which is attached.

Unfortunately, it was not possible to develop this legisiation before the Com-
mittee on Ways and Means completed its work on the Social Security Amend-
ments of 1961 (H.R. 6027), and thus I did not have an opportunity to offer my
bill as an amendment to tixe general social security bill which is now pending
before your committee,

In order that this problem, which exists in n number of States, may be ex-
peditiously solved, I would appreciate it if consideration could be given by the
Finance Committee to the amendment contained in my bill, H.R. 6808, at such
time as the Finance Committee might take action on the social security bill now
pending before you, H.R. 6027,

I should add that while I have not recelved n formal repurt from the Depart-
ment of Health, Education, and 'Welfare, on my bill, it is my impression from
the discussions which have been held at the staff level that the Department
will support the amendment.

Sincerely yours,
Cecrr, R, KIng,
Member of Congress.

SPECIFICATIONS FOR LEGISLATIVE LANGUAGE TO (GIVE AN ADDITIONAL OPPORTUNITY
70 FrLEcr OASDI CovrRAGE TO PERsoNs WHosSE OPTION TO Croose COVERAGH
UNDER THE “DIVIDED RETIREMENT SYSTEM" PrOVISION HAS JIXPIRED

\ BAOKGROUND

Section 218(d) (8) (C) permits 16 specified States to divide their retirement
systems to extend old-age, survivors, and disability insurance coverage to only
those current members of the retirement systemn group who desire it, with all
future members being covered compulsorily. When coverage is obtained on this
basls, members of the rroup who did not choose coverage may, under section
218(d) (6) (F), added by section 315(a) (1) of Fublic Law 85-840, approved
August 28, 10568, be brought under the program upon thelr own regsest, provided
the State modifles its agreement to cover such employees within a year after
the date on which coverage of the group was agreed to, or before January 1,
1960, if that was later. Under an administrative ruling, the effectiva date for
coverage for those who use this.“decond chance” procédure must be the same
dnte as that which applied to the group which elected coverage at the original
opportunity, ' C .

‘ ‘ OURRENT PROBLEM

For a number of reasons, many employees who could do so have not olected
coverage under the divided retirement system provisions on elther the first or
second opportunity. After the expiration of the period during which they could
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change thelr original choice to remain out of coverage, many have asked that
they be given a further opportunity to elect coverage.

ORJECTIVES ON WHICH BPECIFICATIONS ARE BABED

The specifications are designed to accomplish the following objectives:

(1) Provide that coverage for those to whowm the amendment would apply
must begin on the saine date as for those originally electing coverage, to avoid
differences in treatment as between those initially choousing coverage and those
later declding to be covered. While this objective is curreutly being carried
out by administrative ruling, it would scem desirable that the law itsclf spe-
cifieally cover this point, to avold any possible question as to the Intent of the
amendments.

(2) Reopen or hold open the second chance option for 2 years after the year
of ennctment for “backlog cases"—cuses where the divided retirement system
provision has already been applied to a retirement system group. In such cases
the period during which a “second chance” ig available has often expired, or is
about to expire.

(8) As a permanent provision, designed to take account of the fact that many
State legislatures meet only once every 2 years, and of other factors which
might result in individuals not choosing coverage within 1 year after the initial
second chance coverage modification, extend to 2 years the present 1-year perlod
during which additlonnl perscns may be brought under coverage.

S8PEOCIFIOATIONS

The three objectives mentioned above could be accomplished by two amend-
ments to section 218(d) (8) (') of the Social Security Act. The first of these
amendments would be to change the phrase * * * ¢ prior to 1960 or, If later, the
expiration of 1 year after the date * * *” to read “* * ¢ prior to 1983 or,
if Iater, the expiration of 2 years after the date * * ” The second amend-
ment necessary to accomplish the objectives would be to add a sentence to sec-
tion 218(d) (6) (¥) which would provide that notwithstanding section 218(f) (1)
coverage for the individuals using the second chance procedure would begin
on the same date as coverage for those in the same retirement system group
who had elected coverage at the first opportunity. (S8ection 218(£) (1) Is the
provlsi(;n which limits the cxtent of retroactivity possible to newly covered
groups,

SUMMARY OF INFORMATION AVAILABLE IN BUREAU oF OASI ABouT STATES (OTHER
THAN CALIFORNIA) WHERE THERE I8 INTEREST IN A STATE AND LOCAL “THIRD
CHANCE” AMENDMENT

BRHODE "SLAND

The Rhode Island CASDT administrator met with some RBureau stuff members
in March 1060 to discuss the desire of some members of the retirement system
for a “third chance” to elect GASDI coverage.

The State of Rhode Island thvsugh a modification in its coverage agreement
approved on April 3, 1058, extended OASDI coverage under the “divided rotire-
ment system” provision. Coverage was effective retroactively to January 1,
1956. About 7,600 members of the retlrement system cgiie into the program orig-
inally. About 640 members were covered under the “second chance” procedure.
Of the remaining 1,200 members who had not chosen coverage, some 400 wanted
coverage at the time of the meeting referred to above, but as a group they wanted
coverage to be effective January 1, 1960, rather than on January 1, 1956—the
date on which coverage began for those who had already chosen it.

At the meeting, the Bureau staff members discussed informally soine of the
objections which might be involved in providing different effective dates.

CONNEOCTICUT

BOASI has recelved a few letters about a possible “third chance” from indi-
viduals in Connecticut.

Connecticut extended coverage under the “divided retirement system” proce-
dure through a modification of its coverage agreement executed on April 1, 1038.
Coverage was effective retroactively to January 1, 1956. The “sc¢cond chance”
for this group expired on December 31, 1959.
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TENNESBEE

The Tennessee State OASDI administrator has expressed interest in legislation
to permit another chance to elect coverage for memmbers of the teachers’ retire-
ment system and the State retirement system, and at one time indicated that he
planned to write to the other States where the divided retirement system provi-
slon is available for the purpose of obtaining their support. He has already
gecured a commitment for support of such a measure from Congressman Frazier,
Democrat, of Tennessee, and expects that Congressman Loser, Democrat, of Ten-
nessee, will introduce a bill on the question. (We understand thut there has
been an exchange of letters between Congressman Loser and Chairman Mills on
this matter.)

The State of Tennessce executed a modification on June 28, 1957, to cover only
those members of the Tennessee teachers' retirement system who desired it. A
modification executed September 80, 1957, extended coverage to those members
of the State retirement system who desired it. In both instances, coverage was
retroactive o January 1, 1056,

FLORIDA

The social security regional office has been informed that Florida is also inter-
ested In “third chance” legislation. A modification executed December 31, 1057,
provided coverage for those members of the Htate and county officers and em-
ployees retirement system who desired it. Coverage was effective retroactively
to January 1, 1956.

MINNEBOTA

The BOASI has received some letters inquiring about a “third chance” for
teachers in Minnesota. Members of the State Teachers Retireinent Association
who desired coverage were covered under the State agreement by a modification
;gg(c}uted December 81, 1959, Coverage was effective retroactively to January 1,

' PENNSYLVANIA

BOASI has received some letters from Congressmen inquiring about possible
“third chance” legislation for State and local employees in Pennsylvania. A
modification executed August 30, 1857, covered those members of the Pennsyl-
vania State employees’ retirement system and the Pennsylvania public school
employees’ retirement system who desired it. Coverage was effective retroac-
tively to January 1, 1956. There are indications that many of the employees
concerned would not want full retroactivity back to January 1, 1956.

NEW YOBK

BOASI has received a few letters inquiring about another chance to elect
coverage for State and local employees in New York. Congressman O'Brien,
Democrat, of New York, has introduced a bill (H.R. §830) which would permit
the use of the “second chance” procedure through 1962,

New York has several large retirement systems which huve been covered under
the divided retirement systera procedure, with various effective dates for the
‘beginning of coverage. .

HAWAIL

There have been a few letters from Hawali inquiring about a possible “third
chance,” A modification executed on December 17, 1957, covered members of
the employees’ retirement system who desired it. Coverage was effective retro-
actlively to January 1, 1956. .

WISCONBIN

There has been some interest in another chance for coverage among teachers
in Wisconsin, Members of the State teachers’' retirement system who desired
coverage were covered by a modification executed December 23, 1957. Coverage
was effective retroactively to January 1, 1955.
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{H.R. 6808, 87th Cong., 1st sess.}

A BILL To amend title II of the Soclal Security Act to provide that certain State and
local employees who have elected (under the divided retirement system procedure) not
to be covered under the old-age, survivors, and disability insurance program may have
an additlonal opportupity to clect such coverage

Be it enacted by the Benate and House of Representatives of the United States
of America in Congress asgembled, That section 218(d) (6) (F) of the Social
Security Act is amended by striking out “prior to 1960 or, if later, the expiration
of one year after the date” and inserting in lieu thereof “prior to 1963 or, if later,
the expiruation of two years after the date”.

Seo. 2, Section 218(d) (8) (F) of the Social Security Act 18 further amended
by adding at the end thereof the following new sentence: “Notwithstanding sub-
section (f) (1), any such modification or later modification, providing for the
transfer of additional positions within a retirement rystem previously divided
pursuant to subparagraph (C) to the separate retir: nent system composed of
positions of members who desire coverage, shall be effective with respect to serv-
ices performed after the same effective date as that which was specified in the
case of such previous division.”

The Cramman. I shall also insert in the record a letter from Clar-
ence R. Miles, manager legislative department, Chamber of Commerce
of the United States,

(The letter referred to follows:)

CHAMBER OF COMMERCE OF THE UNITED STATES,
Washington, D.C., May £6, 1961,
Hon, HARrY F. BYRD,
Chairman, Commitiee on Finance,
Senate Office Butlding, Washington, D.C.

Dear MR. CramMAN: Specific proposals (IL.R. 6207) before your committee
to amend social security have been passed by the House. These were introduced
chiefly as an antirecession move.

The sponsors emphasized that additional money would be pumped into the
economy and would help stimulate a rise in consumer spending. Secretary
Ribicoff of Health, Educatlon, and Welfare told the Ways and Means Committee
t?lillt “We, are anxious to get money into circulation on any score that we pos-
sibly can.”

The four proposals in H.R. 6207 relate either to benefit increases, or to lower-
ing conditions of benefit eligibility, and three of them involve long-run cost in-
creases, These proposals would :

1. Increase the minimum monthly primary benefit from $33 to $40;

2. Increase the widow’s benefit from 75 percent to 82%2 percent of her de-
ceased husband’s primary benefit amount ;

3. Lower the quarters of coverage for benefit eligibility from 1 out of 8
to 1 quarter out of 4 elapsed since 1950, and

4. Lower the benefit eligibility age for men from 65 to 62, with reduced
benefit amounts.

The Chamber of Commerce of the United States supports the purpose and basic
principles of social security. This is a program designed to protect people
against want and destitution when they experience lougrun income loss from
old-age, total and permanent disability, or premature death of the family
breadwinner,

Naturally, such a program involves {ax-cost commitments extending far into
the future. The national chamber recommends that no changes involving
premanent longrun cost increases be adopted for any short-run reason, such as
countering the recession which now has clearly passed its low point,

MINIMUM BENEFIT AMOUNT

The national chamber appeared here in 1958 when your committee was con-
sidering legislation to raise the entire bemefit structure by 10 percent. The
chamber testifled that no increase in the whole benefit schedule was justified,
but we urged the committee to give special attention to the adequecy of hene-
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fits at the low end of the scale ,-At thot time -the minimum benefit was $30
monthly. The chamber considered this to be too small to provide a “floor of pro-
tection” against want and destitution.

In the bill finally passed, Congress increased the minimum by $3 but raised
benefits on up the scale substantinlly more. We believe the present minimum of
$33 is too low to serve as a “floor of protection'’ and should be raised. The lower
benefit amounts are not based on the pay many beneficiaries were accustomed to
when working. Until the amendments of 1950 and 1954, many jobs were not
covered by social security. As a result, individuale working quite regularly,
but shifting jobs occasionally, would have their earnings covered on one job
and pot on another. Thus, their average monthly earnings for benefit purposes
were low and they qualified only for small benefits.

The Increase in the minimum to $40 a month provided in FL.R. 6207 would
help more than 1.4 million retired workers, 250,000 dependlent aged wives, and
aver 300,000 aged widows.

Some might be concerned that increasing the minimum benefit will soon re-
quire lifting the maximum benefit, and the wage base. They contend that Con-
gress has historically maintained a 4-to-1 ratio between maxiinum and mini-
mum benefits. The record shows this ratio has been changel from 6 to 1 under
the 1039 amendments to 3.5 to 1 at the present time, Despite this, the benefit
schedule as a whole has progressively exceeded the criterion of adequacy long
recommended by the fi:st Commissioner of Social Security, Mr. Arthur Alt-
meyer. In recent years, far less than 10 percent of aged beneficiaries—the maxi-
mum level recommended by Mr. Altmeyer—have sought public assistance. In
February 1960, no more than 6.7 percent were receiving old-age assistance to
meet their needs. The Social Security Administration has estimated that this
number will decline to 6.5 percent by 1970,

WIDOW'S BENEFIT

Under existing law, aged widows are entitled at age 62 to a benefit three-
fourths the size of her deceased husband’s primary amount. There has al-
ways been a sound reason for a widow's benefit equal to 756 pcrcent of the pri-
mary amount—that is, équal to one-half what her husband and she together
would have been receiving, We find no logle for increasing this to 8214 percent
and believe the widow’s benefit should be continued on the present basis.

QUARTERS OF COVERAGE REQUIRED

The minimum quarters of coverage requirement for benefit eligibility has been
reduced several times. The most recent was in:1960 when it was lowered from
1 out of 2 to 1 out of 3 quarters elapsed since 1950. The national chamber has
no objection to a further lowering of the quarters of coverage requirement,
provided social security coverage is extended simultaneously to all unprotected
work. Once soclal security is universal in job protection, Congress could then
gzox:&)lete an unfinished job by extending benefit eligibility to the unprotected
aged.

MEN'S8 RETIREMENT AGE

- Finally the bili, H.R. G207, proposes to lower the benefit eligibility age for
men from 65 to 62. While the reason for this proposal is understandable, a
reduction in the eligibility age for men would be a step in the wrong direction.
Owing to advances in medical science, people in their early sixties today have
more physical and mental vigor than was true in past decades. TLey should
not be encouraged to retire at younger ages. ) ’

Most private pension plans have a normal retirement age of 65. Under thege,
individuals do occasionally retire at an earlier age. This is not occurring on a
wide scale, however, and does not justify such a provision in this natlonwide
compulsory program, soclal gecurity.

Lowering the age will inevitably stimulate pressures on employees and on
employers for earllier retirement, at a time when encourngement should be given
to employment beyond age 65. Secretary of Labor Goldberg recently directed
his Department not to discriminate in hiring because of age of the applicant,
He said, “Sufficlent use of our human resources requires that the services of all
persons capable of performance in the labor force be utilized.” Attention should
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be directed toward enlarging job opportunities for those in their sixties—not
toward diminishing them. ‘ .

In 1956, Congress lowered the ellgibility age for women to 62, largely on the
grounds that wives were, on the average, 3 years younger than their hnsbands.
In consequence, it was contended many men could not afford to retire at age 65
because their dependent wives would not then be eligible for benefits. By lower-
ing the age for women to 62, it was maintained many husbands would be able
to retire at age 85, if they so chose.

With the eligibllity age set at 62 for both men and women, Congress will, in
effect, be setting a lower figure when people will henceforth be considered aged.
This will lead to a lower age for old-age assistance, increasing costs to all tax-
payers, individuals and businesses. These added costs will be reflected in higher
Government spending at the Federal, State, and local levels.

Lowering the age now for men to the same as that for women, even though
benefits are reduced, will give rise to pressures for a further drop in the eligibility
age for women, Certainly this is inevitable if there wns any merit to the reason
for lowering the age to 62 for women in the 1956 amendments.

While this proposal calls for a reduction in benefit amounts so that longrun
costs will not be increased, this does not help maintain social security as a
program providing a “floor of protection” against want and destitution. Since
a very small percentage of aged beneficiarles algo need public assistance, the
present schedule of benefits now provides an adequate ‘“floor” for the vast major-
ity of beneficiaries. Obviously, benefits reduced by as much as 20 percent would
mean they will be inadequate as a “floor of protection.” We wonder if Congress’
will not in a relatively few years be strongly urged to increase these to the
full amount after. these family breadwinners have been retired for 8 or 10
years.

In summary, we urge the cornmittee to retain the present formula for a widow's
benefits and 65 as the retirement age for men. If the required quarters of cover-
age «ve redunced to 1 out of 4, social security coverage should be extended simul-
taneously to all unprotected jobs. Finally, the natlonal chamber recommendsv
the minimum primary benefit be increased.

Cordially yours, CrageNceE R. MiLs

Manager, Legislative Department.

The Cmarmar. The next witness is Albert C. Adams, National
Association of Life Underwriters. .
Mr. Adams, will you take a seat, sir,and proceed
Mr. Apams. Thank you, Senator Byrd.
The CaamrMaN. Proceed.

STATEMENT OF ALBERT 0. ADAMS, CHAIRMAN, SOCIAL SECURITY
COMMITTEE OF THE NATIONAL ASSOCIATION OF LIFE UNDER-
WRITERS

Mr. Apams. My name is Albert C. Adams, and I am the chairman
of the Social Security Committee of the National Association of Life
Underwriters, & trade association having a membership in excess of
80,000 life insurance agents, general agents, and managers located in
all 50 States, the District of Columbia, and Puerto Rico. I am ap-
pearing before your committee today to record my association’s op-
position to the enactment of social security bill H.R. 6027 in all of its

articulars, with the exception of the proposed amendment listed as

0. 5 in the summary, which would extend to June 30, 1962, the time.
within which disabled  workers may file applications for disability
benefits. That is a correction to my prepared statement. -

~ I shall explain the reasons for our opposition in the balance of this
statement. ‘ S : -
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Tlllg principal provisions of H.R. 6027, as we understand them,
would :

(1) Increass from $33 to $40 the minimum monthly social
security benefit payable to a retired or disabled covered worker
or the sole survivor of a deceased covered worker.

(2) Permit male workers to retire at age 62 on monthly benefits
that would be actuarially reduced from ﬁle full benefits to which
they would normally be entitled at age 65.

" (3) Liberalize the eligibility requirements for social security

retirement benefits by making it necessary for an individual to

acquire only one quarter of coverage for every four calendar

(I}uarters elapsing after 1950, instead of one quarter of coverage
or every three such calendar quarters.

(4) Increase the monthly benefit payable to the aged widow
of a deceased worker from 75 percent to 82.5 percent of the
decedent’s own retirement benefit.

The estimated cost of the above liberalizations would be financed
by increasing the social security tax rates payable by employers and
em?loyees by one-eighth of 1 percent each and the rates payable by
gelf-employed individuals by three-sixteenths of 1 percent. These in-
creased tax rates would become effective on January 1, 1962.

1. H.R. 6027 would increase already heavy tam burden of working
population

I shall presently outline various objections that we have to specific
provisions of ng 6027. However, we are not concerned nearly so
much with the benefit or tax provisions of H.R. 6027, in and of them-
selves, as we are with the fact that they symbolize a still further
advance in the overall trend toward questionable expansion of the
social security benefit structure and overtaxation of the workers of
this country to meet the cost of providing economic security for the
nonworkers.

As your committee is well aware, Congress liberalized social security
benefits in each of the years 1950, 1952, 1954, 1956, 1958, and 1960.
In the aggregate these liberalizations were exceedingly substantial
and far reaching. As a result of thesec changes and the broadening
of social security coverage during the same period, the benefits pai
out by the system skyrocketed from $961 million in 1950 to over $11
billion in 1960—an increase of more than elevenfold. And these
benefits will continue to grow tremendously in the years ahead even
if the present law remains unchanged.

To meet the cost of this rapidly expanding program and to keep it
self-supgorting and solvent, Congress has from time to time also
provided for increased social taxes, either by raising the tax rates
or the taxable wage base, or both. These tax increases have been so
spaced and in such relatively modest amounts that, individually, they
seem to have made comparatively little impact thus far on the con-
gressional or public consciousness. Therefore, we think it most im-
portant that before passing judgment on H.R. 6027, your committee

ive its most serious consideration to the cumulative effect not only of

e tax increases that have occurred in the recent past but also of the
additional increases that are already scheduled to take place under
existing law.
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In this connection, for example, we feel that it is vital that we call
to your attention that in the short period since 1949 :

1) Social security tax rates have tripled.

2) The taxable wage base has been increased by 60 percent.

3) As a result of the above two factors, the social security
taxes of individuals with maximum taxable earnings have in-
creased by 380 percent.

Nor is this all, by any means, since existing law calls for three more
tax rate increases just to pay for the present system or benefits. YWhen
the last of these increases goes into effect in 1969, the tax rates paid by
emi)loyers and emp]o‘ilees will be 4.5 percent each, and those paid by
self-employed individuals 634 percent. From that point on, social
security taxes will run as high as $216 per year each for employers
and employees and $324 for self-employed persons. In short, due to
increases in both the tax rates and the taxable wage base, maximum
socizl taxes will then have increased more than seven times since 1949,

Even today, there are many individuals whose social security taxes
exceeded their ordinary Federal income taxes. By 1969, the number
of individuals in this category will have increased tremendously even
if, let me stress, present law is left unchanged.

Accordingly, we urge that your committee not add further to the
heavy burden which past Congresses have already imposed upon the
g?);?ayers of today and tomorrow and that you, therefore, reject H.R.

In making this request we want to emphasize that the present and
future social security taxes called for by existing law are predicated
upon the so-called intermediate cost estinates prepared from time to
time by the Social Security Administration for your guidance. These
intermediate cost estimates have been the official estimates upon which
your committee has always relied in evaluating the cost of social
security legislation.

However, we should like to point out that your committee has con-
sistently recognized that—
the intermediate cost estimate does not represent the most probable estimate,
gince it is impossible to develop any such figures. Rather, it has been set down
as a convenient and readily available single set of figures to use for compara-
tive purposes. (See, for example, 8. Rep. 1856, 86th Cong., 2d sess., at p. 43.)

Thus, since the intermediate cost estimate is admittedly a sort of
convenient fiction, we hope that your committee will not lose sight of
the distinct possi’bility that the actual cost of the present program
could very conceivably turn out to be even considerably higher than
projected in such estimates and that future Congresses may conse-
quently have to increase presently scheduled taxes still further simply
to support the existing benefit structure. '

2. Social security benefits should not be adjusted to mect temporarily
depressed economic conditions

H.R. 6027 seems to be nothing more than a cut-down version of the
present administration’s own social security bill, H.R. 4571,

In transmitting the draft of HLR. 4571 to Congress on February.
16, President Kennedy gave as one of his principal reasons for pressing
for the adoption of the bill that—

if promptly enacted these improvements will give our economic recovery pro-
gram needed impetus.
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Presumably the President would view the quite similar pending bill,
HL.R. 6027, in this same light. However, we think that it would be
a grave mistake for Congress to distort the essentially long-range
nature of the sccial security program by imposing upon the partici-
pating taxpayers an additional permanent tax burden in order to
make the program a vehicle for ¢coping with problems resulting from
temporary ups and downs in the national economy.

Moreover, we seriously question whether the enactment of H.R.
6027 would in fact produce the economic stimulation hoped for by the
President. Although we are sure that your committee will check this
further, it is our understanding :

(1) That a substantial number of the individuals who would
receive the greatest benefit from FL.R. 6027 are also recipients of
aid under one or the other of the several Federal-State public
assistance programs, and

(2) That such increased social security benefits as these indi-
viduals would receive under this bill would tend to be offset, and
properly so, by corresponding reductions in their public assist-

. ance benefits. :

If this is true, then it is obvious that these individuals would wind
up with about the same amount of purchasing power as they now
have and thus would not be in any better position than at present to
give “impetus” to the economic recovery program.

Now, let me turn my attention to specific objections that we have
to certain individual provisions of the bill,

3. Proposal to increase minimwm benefit

At the outset, we want it clearly understood that we have as much
sympathy as anyone for the plight of those individuals who are cur-
rently receiving the minimum benefit of $38 per month. Neverthe-
less, we seriously question the wisdom of increasing this minimum
benefit for at least two reasons. :

In the first place, we believe that there should always be a signifi-
cant spread between minimum and maximum benefits. Thus, it seems
to us that any further increase in the minimum benefit level might
create strong pressure to incrense maximum benefits.

Second, it a%pears to us that further arbitrary increases in the
minimum benefit would have the definite tendency to lead to the
eventual breakdown of the established relationship between wages and
benefits at any level. .

4. Reduotion of retirement age for male workers particularly unde-
sirable

It would appear that one of the main reasons why Congress voted
in 1956 to lowor the retirement age for women to 62 was that married
women are normally several years younger than their husbands, and
that as a result, when the husbands retired at age 65, many couples
had only the husband’s benefit on which to live until ihe wife also
reached age 65. (See H. Rept. No. 1189, 84th Cong., 1st sess., p. 7 g

- For Congress now to reduce the retirement age for men to 62 as
well would clearly negate this earlier action and no doubt generate
new pressuves for a further age reduction in the case of women. We
hope that your committee will not be a party to initiating this type
of “round robin.” ' '
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Senator Doucras. Mr. Chairman, may I ask the witness a question
on the point just made?

The CHalrRMAN, Yes. L

Senator Douaras. Mr. Adams, would you oppose a provision in the
bill which would extend the age of retirement from 65 to 68, with
correspondingly increased monthly annuities so that the insured per-
sons could receive the actuarial equivalents of a pension at age 65 %
What I am suggesting is an amendment which would provide that a
person retiring at an intermediate year between age 62 and age 68
would receive less if he retired prior to 65, and more if he retired
after 65.

In other words, what would you think of having a flexible retire-
ment age, but with the insured person receiving the actuarial equiva-
lent of what his pension would have been had he retired at 65 ¢

Mr. Apams. Senator Douglas, I believe that that would be difficult
to answer. It goes into, I believe, the purposes of the old age re-
tirement program.

I would like to know what the added costs would be. That would
be a factor. Secondly, is there any way of determining whether a
man needs more money at 68 than he would need at 65. In other
words, what would be the reason for doing this?

Senator Douaras. I never have thought that it should be a per-
manent part of the old al%e security system to reduce the number of
persons in the labor market, but rather, although I realize this was
originally one of the purposes——

Mr. Apams. Yes.

Senator Douaras. But rather that it should provide greater protec-
tion for those who, in the later years of life, are unable to find employ-
ment. I make this suggestion in order to get at the possibility of
using a flexible retirement system if we can get it. Senator Robert
Byrd and others advocate a flexible system downward; what I am
suggesting is the possibility of a flexible system upward.

Mr. Apams. I do not feel that I am qualified to speak on that, sir.

Senator Doueras. All right.

Mr. Chairman, would I be delaying matters if I asked a question on
this very point?

The CHAIRMAN. No, sir; goright ahead.

Senator Doucras, Perhaps I should not address it to the witness,
but to representatives of the Government who may be in this room.
I notice in the explanatory sheet which has been——

The Cuarrman. Senator Douglas, the Government witnesses will
be here tomorrow. :

Senator Douaras. Isee.

Could anyone tell me how reducing this retirement age for men
to 62, with reduced benefits, can cause an estimated cost for the first
year of $440 million? I thought that the rates were {0 be actuarially
reduced, and if they are to be reduced, how does this occasion any
greater total expense?

Mr. Apams. Senator, I might venture an answer to that, sir. To
the extent that the numbers of people who would retire between 62
and 65, there would be an increased cost load on the system for a
while. It is my understanding that as time would pass that initial
increased cost would average off in comparison with the cost to the
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system, which would exist if these people had not retired until age
65. It would be a—-

Sonator Doueras. If you take the long run of 40 or 50 years, would
there be any net cost added to the system$

Mr. Apanms. My assumption is that it would come out the same,

Senator Douaras. Yes. So that in the long run this does not in-
crease the total drain upon the insurancs funds, isn’t that true?

Mr. Apaxs, Yes, sir, although I think Mr. Myers would be better
able to answer that.

Senator Doueras. Did you prepare this summary ?

Mr. Apams. No, sir.

Senator Doucras. Thank you, Mr. Chairman.

The CHamrman. I say, M);'. Myers, would you come forward and
answer that question?

Senator Douaras. The question, Mr. Myers, was this: If the re-
tirement benefits are actuarially reduced for retivement prior to 65, is
there any increased total net cost to the system over a period of time?

Mr. Myers. Senator Douglas, under the bill as it was passed by the
House, it is ectimated there is no increase in cost over time. More
money will go out in the early years, but then that will be made up
over the later years because the reduction in the men’s benefits are
permanent. '

Senator Douaras. Thank you.

The Cuamrman. Thank you.

Senator Douaras. So that when it says on this summary sheet that
the estimated cost for the first year is $440 million, that is correct, but
it does not tell the whole truth, that over the long period of time there
is no increased total cost,

Mr. Myers. That is right, Senator Douglas. In the long run it bal-
ances out. :

Senator Douaras. Thank you very much.

Mr. Myers. Thank you.

Senator Dovaras. Excuse me, Mr. Chairman.

Mr. Apams. In addition, in these days when people are enjoying
the benefits of ever-increasing longevity, we feel that it would be
both socially and economically undesirable for Congress to pass a law
which would tend to induce and, in many cases, force men to termi-
nate their productive lives at age 62. Such action would be all the
more unfortunate and uncalled for in the face of the strong possi-
bility that during the decade of the 1960’s the national economy will
have an almost unprecedented need for the skill and experience of
older workers as the result of an expected relative dearth of young
and middle-aged workers during this crucial Feriod. (See, for ex-
ample, p. 7, “Background Paper on the Employment Security and
Retirement of the glder ‘Worker,” prepared in July 1960, under the
direction of the Committee on Employment Security and Retirement

reliminary to the White House Conference on Aging held January
9-12, 1961.

Curiously enough, while the present administration is l.n'%ing Con-
gress to lower the retirement age for men covered by socia securltiy
the administration is adamantly opposed to legislation that wou (i_
have the effect of lowering the retirement age for many Goverzment
workers covered by the civil service retirement program. I have ref-
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erence to S, 188, which would permit civil service employees to re-
tire on immediate full annuities after 30 years of service, regardless
of age. It is interesting to note that some of the administration’s
main arguments against the enactment of S. 188 are strikingly similar
to some of the arguments that we are presenting with respect to the
lower retirement age features of H.R. 6027.

For example, in opposing S. 188 before the Senate Post Office and
Civil Service Subcommittee on Retirement on May 15, 1961, Elmer B,
Staats, Deputy Director of the Bureau of the Budget, stated that—
we cannot endorre the premise that experienced, capable employees in the age
range of 48 10 60 should be encouraged to leave the Nation's work force when
we need thelr work product.

Enlarging upon this thesis, Mr, Staats referred to a manpower study
made by the Department of Labor and then had this to say about the
findings contained in that study : ‘

The implications of these findings are clear, As we move ahead in the 1900's,
workers 45 years of age and over will have to handle a larger share of the Na-
tion’s important jobs because workers in the 25- to 44-year range will be in short
supply. Employers will need to plan for making more effective use of older
men and women. We cannot afford to lose the services of these valuable workers
by setting arbitrary age limits for hiring or retiring, .

ThLe effect of 8. 188 would be to completely disregard the implications of this
study. By making it possible for employees to retire as early as age 48, we
would in effect be encouraging their withdrawal from the labor force at a time
when their services were most urgently nceded by the Nation's economy. If we
are to maintain a dynamic and growing economy necessary to meet our commit-
ments at home and abroad, we simply cannot afford to dissipate our available
manpower by deliberately encouraging an increase in the nonworking population.
On the contrary, we should do everything we can to encourage competent people
to remain in the labor force as long as their physical and mental capacities
permit, A

As I have already indicated, we think that these arguments ad-
vanced by Mr. Staats are eminently sound and that they apply with
at least equal force in the case of male workers covered by social secu-
rity. We trust thst your committee will agree.

“ In saying this, we are completely mindful of the fact that last year
our committee voted to amend the then pending social security bill,

.R. 12580, to lower the retirement age for men to 62, although this
amendment was deleted from the bill as finally enacted. We are also
mindful of the fact that only 4 years before—in 1956—your committee
had opposed reducing the retirement age even for women (other than
widows) and had then expressed the conviction that a— :
reduction in the age for men would be ven more undesirable than a reduction
in the age for women. (See S. Rep. 2133, 84th Cong., 2d sess, p. 15.)

Needless to say, we hope that your committee will revert to the line
of thinking that you evidenced in 1956 and vote against any reduction
in the retirement age for men.

6. Proposed increase in widow’s benefit

We also question the wisdom of increasing the widow’s social secu-
rity benefit over that payable under present law. It seems to us that
the pending proposal to increase this benefit to 8215 percent of the
deceased husband’s own primary benefit is purely arbitrary and rep-
resents a step in the direction of ultimately increasing the widow’s
benefit to 100 percent of the deceased husband’s primary benefit.



44 SOCIAL SECURITY BENEFITS

Moreover, under the proposed increase many widows who had never
been in the labor market at all would receive benefits in excess of those
received by retired women workers who had paid substantial taxes
into the program. 'This could easily lead to strong protests of “dis-
crimination® on the part of such women workers and to demands that
their own benefits be increased. And it requires no serious stretch of
the imagination to foresee that if such demands were made, unmar-
ried retired male workers would promptly insist upon like treatment.

In suiamary, therefors, it appears to us that the proposed increase
in the widow’s benefit might well set in motion a chain of events that
could easily disrupt the entire social security benefit structure and
add greatly to the cost of the program. )

- In closing, I should like to express my appreciation for having been
permitted to appear before your committee to express the foregoing
views. I sincerely hope that you will find these views helpful in your
‘ ap(i)raisal of H.R. 6027.

‘he CizatrMaN. Thank you very much, Mr. Adams.

Any further questions?

Senator Harrge. Yes, Mr. Chairman.

The CHAIRMAN. Senator Hartke.

Senator Harrke. In other words, when you summarize the argu-
ments of Mr. Staats in regard to the retirement of Federal em-
ployees——

Mr. Apams. Yes, sir,

Senator Harrke. You are familiar with what I am talking about?

Mr. Apams. Yes, sir.

Senator Harrke. There is quite a bit of difference, is there not.
about talking about people retiring between the age of 48 and 60 and
the retirement of a person, the possible option retirement age, at 62
of a man?

Mr. Apams. Because of the qualification by 80 years’ service—

Senator HarTRE. Yes.

Mr. Apams (continuing). Giving the possibility——

Senator Harrge. But the comparison you are drawing there is
about permitting retirement between the ages of 48 and 60.

Mr. Apams. No. We feel there is a conflict between what one
department is saying and what we are considering here.

erstor HArTEE, What I am trying to reconcile is that conflict in
your mind ; that is, let me come on back then.

Mr. Apams. Yes, sir. .

Senator HArTEE. In your quotes from the Department of Labor
at that time you quote that the Director of the Budget, or Mr. Staats,
the Deputy Director of the Budget, said :

‘We cannot endorse the premise that experienced, capable employees in the
age range of 48 to 60 should be encouraged to leave the INatlon's work force
when we need their work nroduct.

But there is no provision in this social security legislation which
deals with either optional or full retirement benefits at the range be-
tween 48 and 60.

Mr. Apams. I believe .we tried to talk about the need for skilled
labor and the fact there that provisions such as Mr. Staats seems to
criticize would be against public interest. A

Senator ITarrke. Yes. He is talking ubout the possible retirement
of the people at the age of 48.
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Mr. Anams. Right.

Senator HArTKE. And up to the age of 60.

Mr. Apams. Well, probably 48 is the earlier——

Senator Hartgr. That is right, under the 30-year retirement. But
there is & lot of difference, you would admit, between a man retiring at
the age of, suy, 48 and a man retiring at the age of 62.

Mr. Apams. There certainly is, sir.

Senator HARTEE. Do you think really that there is any great incen-
tive to a man, in anything that you say, to induce him to retire in order
to receive $22 per week maximum ¢

Mr. Apams. Could I ask you a question, Senator ?

Senator Harree. Well, let me come on back, let me withdraw that,
sir. Yousay:

In addition, in these days when people are enjoying the benefits of ever increas-
ing longevity, we feel that it would be both socially and economically undesirable
for Congress to pass a law which would tend to induce and, in many cases, force
men to terminate their productive lives at age 62,

I wonder what inducement there is for a man to retire involuntarily,
forgetting the fact that you used the word “force,” what inducement
there is in a man at age 62 retiring at a maximum benefit of roughly
$22.50 2 week ¢

Mr. Apams. Senator, not answering your question directly, but I
believe it was estimated when we reduced the retirement age for
women from 85 to 62, there would be a certain number of women
accepting that opportunity.

It is my recollection that the number who did eiect earlier retirement
was much higher than the number anticipated. I cannot answer as to
wlgr, but it just seemed to happen.

enator HarteE. I mean, admittedly, if it does, do yon see really
much that is socially or economically-—what social and economic fac-
tors there would be to induce a man to retire, unless the circumstances
were such that he probably cannot continue to work under his present
circumstances andp good health, at the age 62, in order to get $22.50¢

Mr, Apams. Would that be the only reason ¢

Senator Harrke. What I am getting at, I just cannot conceive of
how a man is going to go and voluntarily retire to a maximum amount
of $22.50 a week, what social and economic factors are going to make
him retire at that age.

Mr. Apams. Sir, you asked a question. If I may cite my own per-
sonal situation, cite myself as an example, I will be 65 at the end of
August next year. I retired the first of February this year. That is
a personal choice. I do not know why they do these things, but we
feel that this is something which you should consider, that it might be
the result.

Senator HARTrE. It is hard for me to conceive of how any man is
going to voluntarily retire; in other words, we are not forcing people
to retire.

Mr, Apams. No,sir.

Senator HarTrE. And to that extent, at least, this statement implies
that there is an intention to force men to retire at 62; isn’t that right?

Mr. Apams, We say that we believe it would be socially and cco-
nomically undesirable to pass a law which would tend to induce, and
equally we say, would force men to terminate——

70287—61——4
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Senator Hartke. How could this law force them to terminate it ¢ -

Mr. Apams, There could be circumstances where that might apply.
I donot know to what extent. Itispossible. - :

" Senator Harrke. All right. '

I would like a little explanation of when you say in your statement
there in regard to the proposal to increase the minimum benefits, you
say:

It appears to us that further arbitrary increases in the minimum benefit would
have the definite tendency to lend to the eventual breakdown of the established
relationship between wages and benefits at any level,

I was wondering if you could give us a little exposition of that.

Mr, Apams. If I am correct, the social security program is based on
a wage-benefit relationship, with the exception of the minimum, which
ix an arbitrary figure. I do nof say that the raise from $33 to $40
would do it, but 1 could make, I think we could make, as good a case
for the person who could not iive on $40 as the person who could not
live on $33, so that at some point, the further raising of this minimum
benefit will crente a looseness which might—iwhich could—eventually
brea]k d(iwn the established relationship between wages and benefits at
any level.

enator HArRTKE. You do not feel that the amount of $40 is exces-
sive, do you ¢

Mr. Abams, I certainly do not. T think we said here we have as
much sympathy as anyone could have for people receiving the current
$33 minimum benefit. But other than for the fact that there are
people who have been retired in the past under lower wages, et cetera,
this thing is not of great importance today because, as I see it, m(liyone
making $66 a month would get $33 in wage related benefits, and $66
monthly wages today is a pretty low figure, is it not, sir?

Senator HArTEE. 'K‘he oint that I said is that you do not really
feel that the amount of $40 a month is excessive, do you?

Mr. Apans. No,Idonot.

" Senator HArTkE. I am moving backward. You left in the middle of
the statement, so I was moving that way. In your statement on page
0, 1 think you have a correct assumption there. I just wonder what is
wrong with taking people off the public assistance rolls and providing
an opportunity for them to participate in a plan where they will make
contributions as they go through lite ?

Mr. Apars. Did wesay it was wrong, sir?

Senator Harrxe. Pardon me?

Mr. Apams. We did not say it was wrong. We said that in connec-
tion with the emergency nature of this legislation and the need to im-
prove incomes and to speed up recovery, and so forth, we just won-
dered how that would occur when you simply transferred from one to
the other. .

Senator Hawrxe. Then I take it you are really basically in sympathy
with the approach which would tend to eliminate people from the pub-
lio assistance rolls and put them under a system in which they really
made? contributions as they go through life on their wage-earning
lives
. Mr. Apams, Not necessarily.
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As I understand it, there is a double system whereby aid is provided
to aged people. One is under the old-age assistance program, and the
other is under social security.

Senator Harrke. Neither one of us is under any misimpression,
Wh;en you give a man a dollar it has to come from some place, does it
not

Mr. Apanrs. Thatisright.

Senator Harrre., But it is a whole lot better, is it not, for a man to
follow an irisurance-type plan than it is to just go right to the treasury
of either your township or your county or your State government or

ourﬁ Federal Government and just raid that in order to pay for these
nefits,

Mr. Apans. Did you say raid ¢

Senator Harrke. That is right. :

Mr. Apams. You have given me a question, sir, that will take a
little——

Senator Hartre., Just take the question as to what you hope I in-
tended to mean. If you do not like the words I used, I am not trying
to hang on you any words,

My, Apams. Well, personally I think the basic thing is that it is
necessary that all of the indigent citizens of the United Sgtates be cared
for on some basis. :

Now, how you do it is another matter. We feel, and I think I tried
to bring out here, the social security program is one which has been
subjected to a repetition of modest or apparently modest changes or in-
creases which over 12 years have come to aggregate what we feel to be
tremendous increases. This particular piece of legislation seems to
be just another one of those little things which by themselves are not
too sorious, but which added to the total are responsible for the figures
that show that maximum social security taxes have increased over
these years by 380 percent.

Senator Harrke, But you say that the indigent must be taken care
of, isn’t that right?

Mr. Apaws. es, sir; in accordance with their needs.

Senator HarTre. But you prefer to take care of them under the
old age and survivors insurance plan rather than on a social security
approach ? . .

Mr. Apams, We feel that, and possibly you might agree with that,
the farther you get away from the needs test the less restraint there is
on the program. .

Senator Harrre. All right. Thank you, I would not agree with
that, but that is all right. That is all.

The CuamrMan. Thank you very much, Senator Hartke.

Senator Bennett?

Senator BennETT. No questions.

The Cuamman. Thank you very much, Mr. Adams.

Mr. Apams. Thank you, sir. .

The Cramrman. We are honored today to have the distinguished
Senator for West Virginia, Senator Robert C. Byrd. It is a great
pleasure to have you, Senator, and you may proceed.
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STATEMENT OF HON. ROBERT C. BYRD, U.8. SENATOR FROM THE
STATE OF WEST VIRGINIA

Senator Byrp of West Virginia. Thank you, Mr. Chairman and
members of the committee.

I am grateful for this oIpportunity to appear before your committee
in behalf of H.R. 6027. 1 am specifically interested in the provision
beginning on page 2 of the bill, to allow men to receive redu
benefits at age 62,

When I first came to Congress in 1953, I introduced a bill in Febru-
ary of that year to permit men and women to retire, on a voluntary
basis, at age 60. I reintroduced this proposal in subsequent years dur-
ing my service in the House of Representatives. I came to realize,
however, that the time has not yet arrived when we might expect to see
voluntary retirement permitted at age 60. Consequentlf, last year I
decided to modify my proposal, believing that a half loaf is better
than no loaf at all. Accordingly, when H.R, 12580, the omnibus social
security bill, reached the Senate last year, I submitted en amendment
to allow voluntary retirement for men at aie 62 with actuarially re-
duced benefits. I 'succeeded in getting 18 other Senators to cosponsor
my amendment, and I appeared before your distinguished committee
in behalf of the amendment. Senator Kerr and Senator Hartke and
others on your cornmittee wore as interested as I in the amendment,
and the Senate Finance Committee adopted it. The Senate later ap-

roved the measure, but, regrettably, the amendment was deleted in
the joint Senate-House cnoference action.

T reintroduced my proposal to permit men to retire at age 62 shortly
after we convened in J anunrgeo this year, and I might say, paren-
thetically, at this point, thet Senator Douglas, the distinguished Sen-
ator from Illinois, who sits on your committee, also introduced a meas-
ure to permit men to voluntarily retire.

Senator Douaras. Let me say that the credit for pursuing this mat-
ter belongs almost entirely to Senator Byrd of West Virginia. I was
not trying to hijack this measure, but I had forgotten temporaril
that he had been sponsoring this in previous years, and I hope it will
be his measure and not mine, °

Senator Byrp of West Virginia. I thank the Senator. I think I
was also responsible for inclusion in the Douglas Committes Report to
the President of the recommendation tha* legislation be enacted to
permit such retirement at age 62, ‘

Senator Douaras. That is correct.

Senator Byrp of West Virginia. The President later announced his
support, and we now have the opportunity to favorably act upon the
proposal and make it become a realitg'. . -

An estimated 560,000 people can be expected to get benefits under
the amendment durfng the first 12 months of operation. Taking into
account the increase in the minimum benefit also recommended at this
time, the additional benefits that would be paid out during the first 12
months, to men claiming benefits before age 65, would be $440 million.
There would be no level-premium cost for this proposal. ‘

Under this proposal, a man who decides to apply on his 62d birth-
day can draw social security benefits equal to 80 percent of the amount
he would receive were he to wait until he reached his 65th birthday.
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He would have the option of receiving a proportionate increase—five-
ninths of 1 percent—for each month he delays retirement after age 62.
For example, a man entitled to a benefit of $100 per month at age 65,
would receive $80 a month if he chose to retire at age 62, under m
amendment. If he decides to wait until he is 63 to ap;)ly, the benefit
he would receive for life would be increased to $86.67 monthly. If
he applied at age 64, his monthly benefit would be $93.34.

It 13 my understanding, Mr. Chairman, that the provisions which
were adopted into law with respect to reduced benefits for women have
occasioned no administrative difficulties, In the light of the experi-
ence gained from the years in which the lowered eligibility age for
women has been in effect, I think one could be confident that the adop-
tion of the proposal would prove to be similarly beneficial and advis-
able. In other words, the 1956 amendment has worked out all right
in the case of women, and it should prove to be the same for men. At
the time the 1056 amendment was agopted, there was some skepticism
about how well it would work. It was charged that the lower retire-
ment age would encourage employers to lower the compulsory retire-
ment age for women employccs.  Opponents maintained that it would
discoumlge the continued employment of older women workers whose

otential work life would thus be shortened. Experience, however,
as failed to bear out these skeptical fears and the average age of re-
tirement for women has not been lowered by the reduced annuity.

I realize that there is some question as to whether it is desirable
policy for the Government to encourage early retirement when the
science of geriatrics is lengthening the lifespan of men, Yet, it is my
understanding that only about half of the women eligible for retire-
ment at age 62 elected to retire when the 1956 amendment was adopted.
I think we can properly assume that not so great a percentage of men
would elect to retire at 62. Many of the women who took benefits in
1956, had been working durinﬁ the war years and had not been work-
ing immediately before the adoption of Senator Kerr’s amendment.
Most men will continue to work until age 65, or somewhat thereafter,
us long as they are physically able or as long as there is employment.
Moreover, Mr. Chairman, automation is here to scay and it constitutes
u growing problem with which our society is going to have to deal
more and more in terms of unemployment. A recent study of auto-
mation prepared by the Nationa Ig’lanning Association poinis out
that, accor inlg to Census Bureau estimates, the average annual in-
crease in the labor force is presently 700,000 to 800,000 and that, by
the year 1965, it will reach the figure of 1 million or more. It is nec-
essary then that we find new job opportunities for these younger work-
ers.who are annually entering the workforce.

Additionally, the problem of changing markets poses itself in the
question of whether or not the needed job opportunities will appear
at the right place and at the right time. The rate of increase in
employment in some of the industries now being automatized does
not begin to match the increaso in productivity made possible by new
processes.. For instance, in the chemical industry, productivity rose
53 percent between 1947 and 1954, but employment rose only 11 per-
cent. In oil refining, output increased 22 percent since 1947, but
total employment fell by 10,000. Automation has made itself felt
in the mining areas of my State. Whereas only a few years ago
135,000 miners were employed in West Virginia, today less than 40,-
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000 are employed. A continuous mining machine operated by six
workers will load the coal originally requiring the time and labor of
40 men. The problem is not peculiar to West Virginia. The textile
and shoe workers in the New England Statns have experienced the
same sudden shift in an employment pattern which had existed for
over 100 years. Further changes will create catastrophic dislocations
of workers.

Mr, Chairman, there are approximately 1.7 million men who poten-
tially would be eligible to retire at age 62 immediately if this bill is
enucted as written. They would not be forced to retire. The choice
would be an optional one, and it would be up to the individual. There
are many—in fact, a majority, I would assume—of these men who
would prefer to continue to work. Yet, on the other hand, there are
some who would want to retire and who should retire. There are
many individuals who are not physically able to continue working
after they reach the age of 62; yet they are not disabled to the extent
that they can qualify for disability benefits. This bill would permit
these individuals to retire and make room for younger workers.

Myr. Chairman, this provision in the bill is of great importance to
that relatively small number of men who, because of ill health, unem-
ployment, underemployment, or other personal reasons, find it im-
possible or ill advised to continue working until they attain the age
of 65.

It is of importance to the thousands of unemployed coal miners
and railway workers in my State, many of whom have passed the age
of 62, who are unable to find em ioyment and who, in many instances,
are physically incapable of working in the mines or on the railroads
if jobs could be had. These individuals could elect, if they so chose,
to retire, and by the provisions of this bill the‘\; and their families could
have security whereas, under present law, they must wait until they
are 65 years of age to receive benefits. This bill, then, will mean a
check instead of a handout, security instead of insecurity, and hope
instead of despair for individuals in these circumstances. T hope that
the committee will favorably report this bill and that it will leave
intact section 102 which provides for a lowering of the retirement age
for men.

The Cramsan. Thank you very much, Senator Byrd.

Any questions? .

Senator Byro of West Virginia. Thank you, Mr. Chairman,

The CeairaraN. Thank you very much, sir. We are always pleased
to have you, sir. o

Senator Byrp of West Virginia. Thank you.

The CrarmMAN. There is one more witness, but the members of the
Senate must be on the Senate floor promptly at 12 o’clock in order
to go over to the House to hear the President, and I assume we have
not adequate time. . . :

Mr. Williamson, how much time will you take?

“Mr. WiriamsoN. I was given 10 minutes. .

The CaaRMAN. You will have to hold yourself to 10 minutes he-
cause we have to be over there at 12 o’clock.

Mr. WiLLiamsoN. Yes, sir.
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STATEMENT OF W, RULON WILLIAMSON, WASHINGTON, D.C.

Mr. WiuciamsoN. I am speaking in opposition to the added tax
on benefits of the program.

I am more interested in the growing dependence of the American
people, but still vitally concerned witﬁ costs of what we have to do.

I wrote the latter part of this entitled “The American Declaration
of Dependence” before securing House Report No. 216, and I have
added two more pages, putting in material following the presentation
in these two reports, 216, and the executive hearings which were ex-
tremely valuable.

Over the years I have accumulated working sheets as to the finan-
cial progress of income and outgo for OASI. Before this committee
in 1956, I presented a graph showing the gradual rise in tax income
year by yeur and of the benefits and administrative costs until 1950
when the rise became steeper. I had an estimate for 1956, which was
rather off at the end of the year.

The biennial changes from 1950 onward cannot individually be
traced afterward to compare the specific effec; of each change, any
more than one can follow the water particles from each tributary in
the bigger river. But on page 5 and page 6 I have summed up the
OASI picture as to costs, feeling that this is probably one of the diffi-
cult things in the discussion of these benefits, and I am limiting my-
self to history in this section and not forecasting. Twenty-four
years of QASI, the system as a whole, these 24 years, begin in 1937,
and carry through into 1960.

I am dividing these years into five periods, the first of 4 years,
then the four periods of 5 years each; total taxes are there from the
three sources, individual employees, individuals self-employed, and
employers.

The total taxes from these three types and the ratio of growth in
the trust fund for the period to those taxpayments reported in the
period showed this sequence:

In that first period of 4 years, the taxes were $2 billion and the
trust fund growth was 100 percent of that $2 billion.

In the next 5 years the taxes collected were $5.6 billion; the trust
fund growth was 90 percent of that $5.6 billion.

In the next period taxes were $8.9 billion, and the growth in the
trust fund was 75 percent of those taxes.

In the fourth, the taxes collected were $22 billion, with the ratio
to trust fund growth to the taxes being 34 percent of what occurred.

_ The last period, 1956 through 1960, taxes collected were $40 bil-
lfll(lm& and there was a decrease of 8 percent of that amount in the trust
nd.

Now, that first single year of 1937 showed taxes of $500 million,
benefits of $1 million.

b ;{:he 14th year, 1950, showed taxes of $2.7 billion, benefits of $1
illion.

The 24th year, 1960, showed taxes of about $11. billion, benefits of
$11 billion.
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After the early years the administrative costs have been added to
the benefits and included in these figures.

In those £t years the income from taxes has risen 22-fold, the
benefits and administrative costs charged against the trust fund
11,000-fold.

The Department of Health, Education, and Welfare expresses little
regret at this sequence, and at the deepening dependence of the citi-
zens upon the national bureaucracy.

A large percentage of the taxes was transferred to the trust fund
when the taxes were small, and it is to be noted that each period’s
taxes exceed the tax collection of all previous periods. It is then
serious when, in the last period, of more than half of all the taxes
collected there occurs a loss in the trust fund.

On the benefits and administrative costs side, the growth is eleven-
fold in the last 10 years, an average of $1 billion a year or the 10-year
inﬁr(]aase has been a thousand percent. Now, that is the system as a
whole.

For the individuals with 24 years of individual tax situations, the
average personal OASI tax in 1937 and for 8 years afterward was
around $9 a year.

By 1960 the average individual tax has reached $80, if we only
averaged the burden among those paying taxes that year.

If we spread it among all those who are covered, who have a rec-
ord of some taxpayment under OASI in the past, the average would
be nearer $60, but even then an increase to more than six times the
early taxpayment. The trend has been up.

It would have been still more up had the recommendations of
the staff servicing the Committee on Iconomic Security not been
doubled for the starting rate at the insistence of Secretary Morgan-
thau of the Treasury who demanded a self-supporting or self-suffi-
cient system free of subsidy from the general revenues of the National
Government.

As against these averages that recognize the low salaries taxed at
the start, and the surprisingly low averages still showing up in the
reports, quotations coustomarily made by the Social Security Ad-
ministration are for the top salaries, persons paying top tax in each
year.

R In 1937, the top salary taxed was $3,000, but the average was only

900.

Working back in recent years from the awards to those qualifying
for monthly benefits, and using the conversion table in the most
recent act, the top salary or wage taxed is $4,800, but the average
awards seems based on about $2,100, yet so solicitous has the law
become not to follow the wage taxed but to apply considerable
{)adding, that I suspect the average wage tax for primary awards

937 through 1960, might be as low as .%f,500, since there has been
a great deal of completely untaxed time for the new categories that
have bheen brought in as well as for the intermittent employment due
to war service and the like.

I suspect that the average tax is held down pretty much by the
realism of the small wages which were taxed in those early years.

A top tax man might have started with $30 in 1937 as a taxpayment,
and along in his later years become self-employed, and under a 41;-
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percent tax rate, in 1960, have paid $198 or again six times his siart-
Ing tax.

%gninst the present rates, tax rate is scheduled to increase by more
than 50 percent in the next 8 years. I should state that this is old
ago and survivors, but leaving out the disability part of the tax.

There has been a good deal of discussion on how much people have
paid for their bencgts as time goes on, 1 I got very much inter-
ested last year, and at the re(suest of my actuarial friends put through
an anlysis of some 714 million people who were on the primary
award record at the end of 1959. They had been retiring from 1940
onward, making up a good many separate cohorts, and it was a rather
fussy job, and % cannot do thezs things exactly. The Social Security
Administration has been pretty busy so as to keep them from develop-
ing the statistical background for detailed things of this sort, but so
far as I could work it through, it looks as though those 714 million
people had paid about $3 billion in taxes, and that they, their wives
their widows, the minor children who draw some benefits, and age
garents and death benefits, might draw as much as $120 billion of

enefits from the time of the award up to the time of the study, and
then carrying on for the rest of their benefit period, $120 billion of
benefits, $3 billion of taxes, or $40 benefit per dollar put in.

So that in a sense that would be a philanthropic aid to the person
£I'OIIT{1 somebody else of 9714 cents, and 2145 cents of his own money

ack.

But even that is a little in question because since we have now
about a quarter of what we have put in in the trust fund, perhaps
three-fourths of the man’s mone fl)us gone for other people, and he
only ought to claim a quarter of that money for himself.

I have put down, on the back of this report here, a statement made
by Senator Curtis back in 1949 for the actuarial forecasts of what
costs were going to be in the future. This is not any particular past
law. This was in the course of considering amendments very much
like the law that went through in 1950.

Then in 10 years it was expected that we would be paying ont
about $4 billion even if we universalized the program; in 50 years
woe would be paying out about $12 billion, and the fact is that in the
10 years we have dcne a 50-year progress.

The Cuamraan. Mr. Williamson, I am very distressed to interrupt

ou; it isnow 11:55 and we must leave immediately to hear the Presi-

ent in joint session. Your prepared statement will be placed in the
record, following your oral remarks.

Mr. WiLLramsoN. Thank you. :

(The prepared statement of Mr. Williamson follows:)

STATEMENT BY W. RULON WILLIAMB0N, RESEAROK ACTUARY, WASHINATON, D.C.

I am appearing today to speak against the 1961 social seciirity amendments.
The following characteristics mark that system and these am ndments thereto:

(1) It places security above freedom.

(2) 1t continues to avoid reaching a compelling philosophy.

(3) It strengthens the chaing upon the individual.

(4) In following Marx and Keynes, it breaks with our tradition of a Federal
republic of “checks and balances” by substituting bigger Treasury checks and
bigger national debt—admitted and unadmitted.

(5) In its stated concepts of insurance and actuarial soundness, it largely
ignores recognition of the invention that is level premium individual life insur-
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ance, through which men can individually meet certain responsibilities for their
families, involving the annual chances of life and death.

(6) It is on the side of inflation in monetizing the debt we bequeath our chil-
dreu,lthus debasing our currency, and triggering the demands for still more
gecurity.

(7) 1t now moves from the biennial benefit-boosts into double-quick annual
booslts, as in the quickened rhythm of the galley-slaves in the recent Ben Hur
movie,

(8) It avolds, specifically, the answers to the query : “After all, who does foot
the bills, when, how much, for what and whom, and why?’ Can all get a
bargain?

(9) It postpones shifting away from the alien idea of expecting Government
to be the major and prior provider of personal benefits in the fields of saving,
investment, Insurance and philanthropy?

(10) It continues to ignore many oft-stated objections to the soclal security
prograin.

1961 Waye and Means Commitice reporis.—I prepared “The American Declara-
tion of Dependence” for this committee before I secured the two reports of the
Committee on Ways and Meansg, Report No. 216 on H.R. 6027, and the publication
of the closed executive hearings on H.R, 4571, which together record the familiar
pattern of starting with larger demands and compromising on a middle course.
Somewlere in these two reports—these most informative reports—-are recorded
most of my 10 points above. I do not know which straw it will be that breaks
the camel’s back, but on page § of my appended statement I note the growth of
the tax load resulting from the wearing out of selection and from the periodic
amendments. It is surely a pronounced public service that gives us “the thinking
out loud” of those hearings and public Report No. 216, reflecting the compulsion
to act, in spite of the 10 points listed.

Bocial budgeting.—When, during the great depression I was trying to ration-
alize the National Government’s function in the soclal security field, I saw it
as a supplementary bailing out along the line later adopted by the Canadian
Government in its grant of $40 a month to each citizen at age 70 and above. I
called that method social budgeting. The priorities, in my mind, ran: first,
self-provision by personal budgeting ; second, fringe benefits from employers and
union activity; third and last, Government. In BenjJamin Franklin's “We have
given you a republie, if you can keep it,” we had the chance to be a chosen people.
Actuary Peterson’s two papers on ‘“Misconceptions” and “The Coming Din of
Inequity,” Frank Dickinson’s fraternal-assessmentism approach, Actuary Griffin’s
“You push the button today that rings a bell 20 years hence,” the Canadian dis-
cussions on portable pensions, the many-sided emphasis upon later, not earlier,
pensions, agewise, all of these are illustrative of a renewal of grassroots think-
ing, to some extent reflected in the official reports, largely ignored. Senator Carl
Curtis’ attached speech before the House in 1949 shows the same vigor of inquiry
as to social budgeting as do the men just mentioned.

Costs and projections.—On page 9 of Senator Carl Curtis’ 1949 speech are
quotations of actuarial forecasts of the time, carried forward for 10, 20, 30, 40
and 50 years from 1949. They include a pendinz program and universalization
thereof. Here we find $4 billion costs for 10 years off, and $12 or $13 billion
50 years thereafter. The 1949 contemplation of costs left out, we are told, the
costs of potential changes. Today’s $12 billion seems to anticipate the 1999
status about 40 years ahead of time. Today's modest addition of one-fourth of
1 percent to the 5.5 percent OASI tax increases the tax rate but 4 percent. Yet,
repeated yearly for each new emergency a 4 percent progress can pile up. In
40 years it could be a fivefold growth, It exceeds the rate of annual populaiion
growth, called the population explosion, On page 21 of Report No. 216, Mr,
Myers has set down the figure $32 billion for the year 2000. Sticking to the
triple growth of 12 years for the 39 years that lie ahead as from amendments
of liberalization, that figure would be $96 billion.

Transferring bencfits from pubdlic assistance to OASI.—Since OASI has been
a blend (Peterson says so bland a blend as to blind us to blunders), ¢ blend of
self-support and relief, there has been much interest in the age part &8 to Low
much the aged primary retired and their dependert families might ges, in bene-
fits, compared with the taxes paid in on them. My study at the end of 1959 on
734 million primaries on the rolls show potential benefits as 40 times the potential
tax payments. That would indicate 214 percent seif-support and 9714 percent
outside philanthropy. Perhaps the figure at the end of 1960 for the larger group
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would be nearer 8 percent and 97 percent. This allows all personal tax payment
to be directed to the individual's benefits. With a trust fund of but one-fourth
of the taxes paid, one could say that but one-fourth of the tax was for himself
and three-fourths for others, with his self-provision but 1 percent of benefits.
The personal account and the rationale of the whole finance are yet to be thor-
oughly explored. Figures caunot be precise, and assumptions offer great variety
to the student,

In the two official reports, no one seems to have sald “He paid for it.” On
the other hand there is considerable stress on transferrng benefits from Public
Assistance to OASI. The presence of need is stressed, but meeting need by
formuln instead of specifically to deal with destitution is said to cultivate dig-
nity and pride in the reciplent by using the words “social security’” or “insur-
ance.” We have the assistances in operation. To use them to meet established
need seems much more straight forward than to follow the blunderbuss method
of providing enough for need for the most needy and three or four timesa that
much for the relatively opulent. The changes of A, B, C and D seem artificial
and expensive, complicating, rather than clarifying our already confused think-
ing. I am sure also that relief is more soundly administered locally and that
the recommendations to suhstitute formula for meeting need is more bureau-
cratic than strategic. The speed of getting under action under I almost suggests
that given time, reason might win out. The G of raised contribution starting
in 1962, but with benefits starting in 1961, would seem apt to pay out more
than the available income in 1961. It seems to minister to the buy now, pay
later, dogma,

Undesirability of H.R. 6027.—Altogether, the changes seem to me to involve
indeterminate assessment of the response from the citizens to the revelation of
more available windfalls, Also, the larger dose of thinly veiled increased de-
pendence outwelghs any possible gain from pump priming, dublous at best.
There i8 little evidence that it worked much recovery in the great depression,
to which today’'s onset of consumer prudence shows little relation. 'The official
reports also point to the nonwlsdom of warping long-range programs for short-
range objectives. The skeleton of dry bones here presented from my statement
is given more flesh in the full report, which strongly recommends looking at the
full load of straw, as well as this last straw to be added to the pile.

THE AMERICAN DzZOLARATION OF DEPENDENCE
{By W. Rulon Williamson)

SOCIAL SECURITY’S OASI

Like the iceberg, most of the weight and mass of social security is out of
sight. For 24 years, the old age and survivors insurance portion of social
security has been visible and periodically reported. It is with thxt visible
portion I am herein concerned, as eviderce of the out-of-sight portion’s
characteristics,

But first there is some background to examine. And I am solving no prob-
lems-—just sharing ‘with you some of the results of applying to the chill of the
iceberg the arithmetic which has well served me in my profession,

April saw the end of the yearly financial review for income-tax purposes and
the end of Lent’s spiritual appraisal. Winkler’s “Man—the Bridge Between Two
‘Worlds'” examines the material and the spiritual worlds.

An actuary, I also have stood between two worlds in my professional life.
The first world is that of the individual and the family, served by individual
life insurance—ordinary and industrial. In that world of the individual, man
has risen from feudalism or serfdom to the responsibilities of freedom—or from
status to contract. The second world is that of all society, where man seems
dependent upon government—from the tribe to the state.

It is the second world which reduces the individual’s importance and magni-
Afes the importance of society. Control moves progressively further from the

man himself, first to the local community, then to the sovereign state, then to
the centralized national Government considering this Nation.

It was the first vzorld of responsible men, men of widely varied qualities and
responsibilities, which was envisioned in our 1776 Declaration of Independence.
Our Federal Government minimized the domination of a strongly centralized
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pational Government, with a mushrooming bureaucracy. It tried to keep close
to the cltizens in it8 responsible local government,

It was in the second world—that, as Roscoe Pound said, comparing it with
the mint julep habit, “they creeps up on you"—“They"” being successive doses
’gt d(;zpendence. In this second world security can come to mean more than

reedom,

The Old Testament Amos said that he was neither a prophet, nor the son of
a prophet. il2 did not preteud to read the future, DBut centuries before the
Christian cra, ke had a tremendous insight into its dominant values. Thanks
to the invention of movable type and morrs tecent methods of duplication, we
have at our fingertips impressive historleal records of such as Amos and of
%thelr n(zlltional developments. I am touching lightly on Greece, Rome, Germany,
ingland.

" Grecce—EdIth Hamilton tells us that the ancient Greeks discovered and
loved freedom. Then they grew to prefer security. Then they lost both.

Rome.—Gibbons “Decline and Fall of the Roman Empire” has long been a
household word., A Wall Street Journal hook review on April 4 of this year
on the Cunuadiun Hardy's “Why Roma Fell” zaid “The welfare state had become
a despotism.” The reviewer added “Ever higher taxes, and ever-increasing
bureaucracy, the growth of an omuipotent state, the paralysis of local ini-
tiative, a growing reliance on a central authority that started with some fea-
tures of a welfare state and ended in full-fledged totalitarianism-—such was the
unhappy story.”

.Germany.~—In the 1880’s Bismarck, the Iron Chancellor, established *“State
Soclalism” to fight “Marxist Socinlism.” He called one aspect social insurance.
It covered, item by item, health insurance—both cash income and medical care—
workmen’s compensation, old age and invalidity benefits, unemployment insur-
ance, and so on. Looking back on the pattern, the Austrian economist, Fried-
rich Hayek, now at the University of Chicago, called the system ‘the road to
eerfdom.” The German citizen scemed to have moved from a hard-won per-
sonal independence back to dependence upon the atate., He gave too ready
compliance to near-totalitarian orders. ]

England.—Under Queen Elizabeth the existing parish administration of relief
was nationally codified into the “Elizabethan Poor Law" 350 years ago. Follow-
ing the Napoleonic wars, the system seemed too much emphasizing serving the
paupers to the detriment of the whole community. Curbing of a “runaway wel-
fare state” was accomplished by a law of 1834, It was followed by a rebirth
of self-rellance and the great years of Britain’s economy. Men said they would
rather die than enter the workhouse.

Fifty years ago, lured on by the German example, which had yet “to come a
cropper,” the Fabian Socialists, the Christian Socialists, the straightforwarad
Marxian Soclaliats and “labor” pooled their criticisms of British capitalism,
The minority repoit of the 1005-09 Royal Commission on the Poor Laws was
written by noncommissioner Sidney Webb for his commissioner wife Beatrice,
and, pirated by the Webbs, was printed before the majority report-—so thorough-
ly planned it took a full 3 years to complete. Welrare legisiation started with-
out waiting for the full report. Beatrice Webb “had little arithmetic,” but her
hushand had a photographic m:ind and a facile pen, They also were the driving
force behind the founding of the T.ondon School of Economics, later got Bev-
erdige to head it, and were indirectly responsible for Keynesian economics.
During World War II the famous Beveridge report demanded “cradle-to-grave”
staie direction of the Individual, to combat *“the five giants—Want, Disease,
Ignorance, Squalor, Idleness.” Beveridge said it was “a time for revolution,
for new orientation, for cooperation in developing a ‘national minimum'” (which
we called “a floor of protection”). The Fabian dogma of ‘‘the inevitability” of
gradualness had bored in effectively to make the temporary crisis the spring-
board for permanent socialist advance. I call it the method of “inserting the
camel’s head under the tent-flap.” Coordinate with such “welfare growth’ are
evidences of “decline in British leadership.”

Welfare~-USA.—Harry Laidler, prime mover of the ILeague for Industrial
Democracy, is now busy writing its history. When I was in coliege, he was
helping to organize its predecessor, ‘‘The Intercollegiate Soclalist Society.”
Visiting the British Fabians at the time the Webbs were talking of "Industrial
Democracy,” Laidler must have been impressed into copying the term for his
Intercolleginte Socialist Society. Among the impressive lst of members have
been Norman Thomas, Walter Reuther, Senator Paul Douglas. Abe Epstein,
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who seems to have coined the phrase “social security,” wrote much for the
league, and effectively lobbied for State public assistance in State legitiatures,
Rubinow gave a course in social insurance about 1916 and was the first president
of our Casualty Actuarial Society before we entered World War 1. These three
men, Tatdler, Epstein, Rubinow did much to condition the United States to the
acceptance of soclul security before the New Deal. The 1934 Cubinet Comimfttee
on Keonomie Securlty apparently thought it wise not to bring in those people
who frankly called themselves Socialists, though emissaries were sent to inter-
view Rubinow and Epstein. After the social security law had been passed,
Epstein called it “the social insecurity law,” and was taken on as a consultant
by the Nocial Security Board. - :

I must have seemed safer—trained in & stock multiple-line company. I was
added to the staff servicing the committee in October 1034—some 3 months be-
fore the completion of the committee’s report.

Two other important forces in the formulation of our law were the Interna-
tional Labour Organization of Geneva and the Soclal Science Committee work
of the Rockefeller Foundation. There were many other elements. Altogether
their “fast work” created many strains more and more in evidence with the pas-
sage of time. ' ’

““NORTH AMERICA I8 DIFFERENT”

Greece was a set of city-state democracies.

Rome was a far-flung republic, turning into empire.

Germany was a monarchy, tinged with absolutism.
' England was a limited empire, cnce “ruling the waves.” :

The United States of America was sownething unique in the world’s history.
Here had appeared a Federal Republic of sovereign 8tates, designed with checks
and balances and a scparation of powers. Only those functions clearly assigned
to the National Government were to be taken away from the States. The Found-
ing Fathers had been living amid histery, and sensed history in the making here
in North America. , ‘ S B

As this Committee on Economic Security debated, insurahice was a State re-
sponsibility, and not a national one. Relief was a local, rather than a National
or a State responsibility. However, the State programs sponsored by Epstein
and others had created State plans of mother’s penslons, old age assistance, aid
to the needy blind. The poorhouses had mainly remained town or county homes,
for the slender proportion of economic casualties in our Republic of opportunity.
Most persons expected to maintain personal or family solidarity, and most
philanthropy was nongovernmental. 8b far as we could find out in the early thir-
ties, but 1 percent of those over 85 were in the poorliouses. . ce

) " LIFY INSUBANCE ; _
Armong the inventions of modern life .used by Americans was life insurance.
Its basic development had been British, From the parish records of Breslau in
Gilesia and the “London hills of mortality” Halley (the comet man) had evolved:
the first life table. The Amicable Insurance (and Annuity) outfit bad been
organized in 1705. The Old Equitable of London, recognized as the first truly
scientific life company still in existence, was founded in 1762, two centuriles ago.
1776 was not only the date of our Declaration of Independence and the date of
Adam Smith’s “Weaith of Natlons,” but also the date of the first actuarial
investigation of ihe Old Equitable, and of the first declaration of life insurance
dividends.

" Life insurance has enabled men to face the méeting of lifeé insurance premi-
ums—Ilevel throughout the premium-paying period—for annual chances of dying,
now running as low as %! per 1,000 lives exposed and as high as 500 per 1,000
lives exposed at azes 10 and 110 respectively. One cun equate the present value'
of preriums to be pald by the insured with the present value of benefits liable.
to be pald by the company to the insured, and call the situation equity. Premi-
ums can either be payable over the whole period of life, or condensed into the
likely period of effective earnings to age 60, 65, 70, or 75. Life insurance is one
of the many thrift facilities open to ine would-be seif-suflicient citizen.

One year term insurance where the premium rises slowly till about age 50, and
then much faster to the last age of life, may look satisfactory to the young man,
but a very different thing to a man of my age, where the yeurly increase is ob-
viously inconvenient. The ordinary life or limnited payment life is more com-
fortable to live with when income shrinks.
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Death benefits are but one slde of the insurance structure dealing with life
contingencirs. The other side is illustrated by the annuity payable to the an-
nuitant so long as he may survive, paid for by successive annual premiums or
by a single premium. A graph vill emphasize survival from age 0 to about 110,
It shows that the chap of 20 might have 7 chances out of 10 of still being alive
at age 65, and 3 chances out of 10 dying before age 65, The graph also indicates
the structure of a stationary population, were deaths exactly balancing births
year after year for over a century.

While the level pmnlum for life insurance can be mainly of the nature of
savings, the annuu! premium for a deferred annuity—a straight annuity—
seems all savings, until the annulty payments begin. Even at a low rate of
interest, the single premium for an imnediate annuity at age 66 will be double
the sum of the annual premiums stariing 2t age 20, aud payable for 45 years.
Advance provislon makes interest work for one, Delayed payment adds notice-
ably to cost met in arrears.

The intent in both level-premium life Insurance and level-premium life annui-
ties is to have all the premium payments made to the company before the com-
pany begins to pay benefits, to the beneficlaries of the insured, or to the surviving
annuitant. .
OUR BOCIAL SECURITY PROGRAM:!

I have sketched in this background for a number of reasons:

Becauee it i8 so0 rarely covered in social insyrance discussion.

Because in 1961 the life-and-death program of old-age and survivors insurance
(OASI) has come to take the name of the whole “welfare fleet”—social security.
Soclal security in the United States already includes benefits at death, in old
age, invalidity, some medical costs, unemployment compensation. It could in-
clude children's allowances, marriage portions, more costs of medical care, and
80 on,

Iecause OASI is called lnsurance, because it is quoted as “tried and tested, "
proved by a quarter-century of operation,

Because it has actually run 24 full years (8 when called old-age benefits) of
tax collection and henefit payment,

‘Because it started by denying monthly age benefits for 5 years, the very pur-
pose of its founding, and warped the financial picture from the start,

Because clean-cut rationalization of OASI 1s mighty rare—and long overdue—
but with the necessity of knowing the system growing steadily as history writes
itself into increasing complexity.

Because while all life insurance company benefits-payments last year ran but
$8 billion, while those of the.monopolistic Government competitor topped $1i1
billion there is no “tapering off of the Robin Hood’s activities.”

Because today 60 percent of the over-age-65 popalation of the United States
seem to be drawing OASI age benefits—primary, wives, widows, parents, with
the age benefits also including dependent minor children of retired men—théese
88 percent of OASI benefit load, with 12—percent benefits following early death,
before age awards granted.

Because the boasted aim is to widen and deepen the hold already secured,
with continusal increase in the taxes.

Because the insurance quoted by the protagonists of more and more OASI
seems to me to be “the insurance nobody knows.”

TWEN TY-FOGUR YEARS OF OARI—THE BYSTEM AS A WHOLE

These 24 years begin with 1987 and carry through 1960. I am dividing those
years into five periods, the first of 4 years (3 of old-age beneflis, then the start of
monthly benefits under the 1939 amendments) then four periods of b years each,
The total taxes are from three sources, individual empioyees, individuals seli-
employed, employers. The total taxes from these three types, and the ratio
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of growth in the trust fund to those tax-payments reported in each period show
the following sequence:

0ARI financial pilgrim’s irogress

Period Ratio of
OASI taxes| trust fund
(billions) rowth to

Number Years ASItaxes,
percent

$2.0 100

5.8 90

8.9 (]

22.0 34

40.0 -3

That first single year, 1937, showed taxes of $500 millioqa, benefits of $1 million;
the 14th year, 1850, showed taxes of $2,671 million, benefits of $1 billion; the 24th
year, 1860, showed taxes of $10,866 million, benefits of $11 billion. After the
early years, administrative costs were added to benefits, and including above.
© In 24 years the income from taxes has risen 22-fold, the benefits and adminis-
trative costs charged against the trust fund 11,000-fold. The Department of
Health, Eaucation, and Welfare expresses no regret at this sequence, and the
deepening dependence of the citizens upon the national bureaucracy. A large
percentage of the taxes were transferred to the trust fund when the taxes were
small, It is to be noted that each period’s taxes exceed the tax collection of
all previous perfods. It is therefore serlous when in the last period of more
than half of all taxes collected, there occurs a loss in the trust fund.

On the benefits and administrative costs side, the growth is 11-fold iIn the last
10 years—an average of a billion dollars a year, Or the 10-year increasc has
been 1,000 percent. g ‘

20 YEARB UF UABI—INDIVIDUAL TAX BITUATIONS

The average personal OASI tax in 1937 and for 8 years afterward was around
$0 a year. By 1960 the average individual tax had reached $80--if we only
average the burden among those paying taxes that year. If we spread it among
all who are covered {who have a recor’ of some tax payment under OASI in
the past) the average would be near $60—more than 6 times the early tax-
paymeént. The trend has been up. It would have been still more up had the
recommendations of the staff servicing the Committee on Economic Security not
been doubled for the starting rate at the insistrnce of Secretary Morgenthau, of
the Treasury, who demanded a self-supporting or self-sufficient systew, free of
subsidy from the general revenues of the National Government.

As against these averages—that recognize the low salaries taxed at the sturt,
and the surprisingly iow averages still showing up in the new awards—the
quotdtions customarily made by the Social Security Administration are for the
top salaried persons paying top tax in each year. In 1937 the top salary taxed
was $3,000, the average taxed was $900. Working back in recent years from
the “awards” to those qualifying for monthly benefits, using the conversion table
in the most recent act, the top salary or wage taxed is $4,800, the average award
geems hased on about $2,100. Yet so solicitous has the law become not to follow
the wage taxed, but to apply considerable “padding,” that I suspect the average
wage taxed from 1637 through 1960 might be as low as $1,000, since there was
a great deal of completely untaxed time involved, and the early wages averaged
but $900. The top-tax man might have started with $30 in 1937 taxpayment,
and along in hig later years might have become gelf-employed, and at 415 percent
in 1960 paid $198—or again 6 times his starting tax.
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The present rates are scheduled to increase by more than 50 percent in the
next 8 years. :
PRIMARY BENEFICIARIES END OF 1959, 7§ MILLION

Through 19064, wage vrecords, based on sampling techniques, “blown up,” were.
most carefully compiled. Whether the cost work for the constant snowballing
of beneilts bara the continued analysis of the records, or whether it seems in-
expedient to make the information available, no frequency distributions of taxed
wages have been avallable for § years. In 1953, carrying the work through 1952,
it was reported by the Curtis commmittee within the Ways and Means Committee
that the primary beneficiarie:;, of that time apparently had paid but 2 percent of
the potential full costs of their family benefits, This indicated a 98-percent
“dependency.”

Early in 1960 I was asked by actuarial friends what that situation was then.
A study of the 7% million primary beneficiaries on the rolls at the end of 1959
included 20 cohorts. The first awards were made in 1940, the last ones in 1959,
Using all possible actuarial knowiedge, reinforced by general familiarity with
the system, and certain informed hunches, plus a lot of routine computations,
I completed a study. My first estimate had told me that relating the taxes pald
by these persons fo the beneiils already to them after the awards, and to their
wives and minor children, and thelr parents in very advanced ages, that future
payments to them, and their widows and the lump gum benefits for burial pur-
poses might be roughly 3 percent, But more comprehensive work seemed to
show aggregate taxes of $3 billion, aggregate benefits of $120 billion (plus or
minus perhaps 10 or 15 percent of these values). That cut the payments to 214
cents to the dollar—or “2 bucks for a nickel.” This includes estimates of admin-
istrative costs. No interest is used. The little table above suggests the system
to be a good prospect for Parkinson's second law: “In governmental finance
outgo rises to use up available income.” This law seems to please many indi-
viduals, too, who hasten to com?ly with it.

It is to be noted, also, that o $78 billion of taxes paid (all three contributora)
but $20 billion remains in the Trust Fund. $58 billion is already water over
the dam, and “the mill will never grind again with the water that is gone.”

POTENTIAL FUTURE PAYMENTF TO LIVING OASI TAXPAYERS AND FAMILY
: . DEPENDENTB

There are two classes of beneficiaries, the families of ex-taxpayers who have
been granted awards at minimum retirement age or, later, the survivors of
those, taxpayers who died- before being granted a primary award. The last
month of 1960 all benefits pald (monthly and lump sum) totaled $916 million.
Using the multiplier 100 seems to me to underestimate the potential total pay-
ments to'the families and the primary retired. So I'll call that sum $90 billion.
The primaries grew beyond 8 million by the end of 1980 from the 714 million
at the end of 1959. There may also be 100 million nonretired covered individuals
with past. taxpaying status. I have been unable to get a figure on thig from the
Social Security Administration, as.they are continuously busy at the New Fron-
tler. Again using hunches and deductions from the data avallable, I have come
to a flgure of potential future age payments to the 7 qut of 10 who might live
through to qualify for age beneiits and their dependents of $2 trillion. I have
reduced the figure by 25 percent—to be conservative—and am using $1.5 trillion.
Adding an eighth more for the death benefits prior to retirement would bring
in $200 billion, and adding to those last 2 items the $90 billion more to existing
claimants, adds up to $1.79 trillion. The trust fund of $20 billion runs a bit over
1 percent of that dramatic figure—not much of a start after 24 yearg of tax
payment mainly for deferred benefits, where the life insurance tradition would
accumulate latge reserves o funds. ' ,

If 7% million a year ago had met but 21 percent of the aggregate benefits
expected on their account, and If all the funds left out of the $78 bhillion of
taxes paid can meet less than 25 percent of their remaining. deinands, the reason
for my label “Dependent” is obvious.

This OAST system has been the model set up for the disability benefits to fol-
low with a separate trust fund—a second camel nosing ander the tent flap,
It 18 also declared the model for a system of more age binefits—medical care
for the aged, for which the aged are to pay nothing, but t¢ draw thelr benefits
from a third trust fund created and maintained by their juniors.
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A task force headed by the man now Assistant Secretary of HEW has rec-
-ommended that during the next decade primary key benefits should be increased
by 40 percent or 50 percent. Taxes already scheduled to be at a rate 50 per-
cent higher than today, for OASI, should be paid up to $9,000 (not just to
$4,800). Dependent widows should have benefits at rates increased by a third
when applied to the much higher primary benefits. And it has been suggested
that no child should have to look beyond the Federal or federally subsidized
programs for any other philanthropic aid. .

I believe the presernt system most inflationary. The moving in of the set of
camels furtber nnd further into the tents would be much more 8o,

At the Ceusus, 1940, 1950, and 1960, there seems to be what they call “the
social security bias.”” Each time the Bureau has made careful advance esti-
mates of the population over 65. They have found more ¢ach time: 600,000;
800,000; 900,000. The lure of mainly free benefits seems to age them faster,
and makes the vital statistics more speculative as to death rates at advanced
ages.

Critics.—Ray Peterson, 7ice president and associate actuary of the Equitable
Life Assurance Soclety, virites about “Misconceptions and Missing Perceptions
of our Social Security System-—Acturial Anesthesia” and about the “Din of
Inequity.” Frauk Dickiuson, a senior economist at the National Bureau of
Economic Research, calls the social security principle that of “fraternal assess-
mentism”—the headache of a large body of experimenters in the life insurance
field. An editor sends me an article labeleG “Robbing our Children”—in OASI.
Senator Carl Curtis in a recent hearing of the Senate Finance Committee dis-
cussing OASI indicates that many persons paying these taxes will find them
higher than their income taxes, under recommendations for expansion already
made.

- Were I going on into the next chapter, its subject would be: “Who pays,
when, how much, for what, and why 7"’

So far the administrations have failed to answer these questions. I have
accused thew of evasion, subterfuge, and ignorance of welfare-state economics.
Their appeal moreover seems more clearly addressed to personal cupidity than
to personal generosity. The coming generations mey well protest the generosity
demanded of them by planaing that shortcuts present cost recognition to load
down posterity.

To our shame be it said that these social security programs are a resounding
“declaration of dependence.”

On frequent occasions Congress has voted a very costly program, such as in
the field of veterans’ legislation or housing. There is an end to such programs,
They do expire. There is no end to our social security program. It runs into
perpetuity. We bind oncoming generations to pay untold billions of dollars not
only 50 years from now, or 100 years from now, but so long as the Government
of the United States stands. It is totally unmoral.

Let us permit our children and our grandchildren to decide how much per
Yyear they of their generation will pay for social security. We should not bind
them by eontract to pay untold billions each year, as the present system does.
The right of self-government means not only freedom from kings, tyrants, and
dictators, but it means freedom from the past.

1V. THE OLD-AGE AND SURVIVORS INSURANCE PROGRAM IS ABBOLUTELY LACKING IN
SOUND FINANCIAL S8TRUUTURE

For the old-age and survivors insurance program to be truly effective, it must
not only be effective now but also give the assurance of being effective in the
future. Such assurance cannot possibly be given, it seems to e, when, as in
the case of either the present law or the measure before us, the following con-
ditions are present :

First. Annual beneflt disbursements of future years will be vastly greater
than those of the immediate future, in fact, possibly 10 or more times ag-great,
due primarily to the fact that the number of beneflciaries will greatly fucrease.

The committee’s actuary advises me that the best estimated cost of our old-
?gﬁ and svrvivors and disability ingurance program for future years 18 as

OIOWS

In 10 years the annual cost will be $3,800 million; in 20 years the anuas] cost

will be $6,200 million; in 30 years the annual cost will be $8,40; millior ; in 40

TO2RT. 32
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years the annual cost will be $10,600 million; in 50 years the annual cost will
‘be $11,700 milllbn, - : , o

The above is based upon the limited coverage that we will have after the
pending bill becomes law. Should the coverage be mnde universal, our actuary
advises me that the best estimated cost wouid be as follows:

In 10 years the annual cost will be $4,200 million; in 20 years the annual cost
-will be $6,800 millfon; in 80 years the annual cost will be $0,500 million; in 40
years the annual cost will be $11,900 militon; in 50 years the annual cost will
be $13 billion. - ' : '

The foregoing tables make no allowance for possible liberalization of benefits
which may be made in the future,

'_ The CHamman. The committes is recessed until tomorrow morn-
(By ‘dirvection of the chairman, the following is made a part of
the record :)
. PHILIPPINE MEDIOAL ABSCOIATION IN AMERIOA,

_ Now York, N.Y., May 11, 1961.
Hon. Hazry F. BYRD,

_Chairman, Senate Finance Conmmittee,
. Washington, D.O.

. DEAR SENATOR BYrD: Thero is pending before your committee, H.R. 6027,
~which proposes to amend the Social Security Act by increasing the rates, ete.

Our association represents 2,319 medical doctors who are temporarily in the
United States under the exchange visitors program, These doctors are dis-
tributed in various American hospitals with approved training programs. They
.receive an' average stipend of $150 a month. Under the Soclial Security Act,
these stipends are subject to social security tax., :

We respectfully submit that these stipends be exempt from the social security
.tax since we are morely temporary in the United Btates and are therefore not
within the intent and purpose of the Social Securily Act.

The deductions might appear insignificant to the ordinary American wage
.enrner, but to thase doctors, with their meager allowances, this amount 1s sig-
nificant. A foreign doctor, or other trainee, with a $1650 a month stipend, acute-
"1y feols the loss of every dollar that is dedueted from this stipend, siace he or
she could use such amounts for the purchase of badly needed books and in-
struments which are not furnished by the hospitals,

Your attention is called to the fact that the Social Security Act now exempts
foreign agricultural laborers wlio are Hkewise temporarily in the United States
(42 U.8.0. 410(1) ; 1934 Internal Revenue Code sec. 8121(b)(1)). We sin-
‘cerely believe that we are likewise entitled to such an exemption for similar
reasons.

We enclose herewith for your consideration a draft of an amendment to the
Social Securlty Act and the Internal Revenue Code designed to accomplish the
above-desired exemption. 2
. Your immediate attention and action on this matter will be most appreci-
ated by all the members of our association and others who will be incidentally
benefited. . *

Very truly yours,
vy Patricro TAx, M.D., President.

Erary

Section 8121(h) of the 1954 Internal Revenue Code and section 210; title IT,
of the Social Security Act (42 U.8.C. 410), are hereby amended by adding a new
paragraph, following paragraph (18) : :

“(19) Services performed by pereons lawfully admitted to the United States
under the Exchange Visitors Program provided for by the United States In-
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formation and Educational Act of 1948 (22 U.8.0C. 1431-1446), while maintain-
ing their Exchange status and performing services required by or incident to
such Program.”

RutLanD, VT, December 2, 1960,

Hon. George D, AIKEN,
U.S8. Scnate, Washington, D.C.

DEeAR SENATOR AIKEN: The 1956 and 1958 amendments to the soclal security
law liberalized to a great extent the requirements for wives and widows to
qualify for social security benefits.

A wife may recelve a benefit even though not living with her husband pro-
viding there has been no legal separation or divorce. A widow may receive a
benefit on her deceased husband under the stme ruling. Benefits are even paid
to wives and widows who, because of an linpediment to their marriage are not
recognized as such in the eyes of the State or church. Requirements for
children, parents and disabled persons were also amended and many people
qualified by benefits who were not entitled prior to the amendments,

However, there is one type of individual who appears to have heen forgotten.
That is a widow, married for the first time, but whose husband died shortly
after the marriage.

This is my situation. I am 51 years of age. I was married for the first
time and ¢ days later my husband suffered a heart attack and died. 1 have
no social security coverage of my own and no prospects ¢f acquiring any. The
only benefits payable to me under the present law is the lump-sum death pay-
ment. The law does not provide for monthly benefits at age 62 because I
was not married for a year. I belleve that as the legal widow of iny hus-
band, recognized as such by the State of Vermont, the church, and societly, that
I should be entitled to monthly social security benefits at age 62, regardless of
the fact that the marriage was of short duration.

No doubt amendments to the social security law will be passed in 1961 or at
least by 1962, 1Is there someone on the sgocial secu~ity committee to whom I
should write in order to make it possible for the next amendments to fneclude
benefits being paid to legal widows at age 62 regardless of the fact that such
a person was married to a person for only a very short time.

Will you kindly let me know your views on this matter?

Sincerely yours,
Mrs. DoMiNio F. FLoRY.

AMERICAN NURSES' ASSOCIATION, INC,,
New York, NY., May 19, 1961,
Hon. HArrY Froop BYRD,
Chairman, Committee on Finance,
U.8. Senate, Washington, D.C.

DeAr SeNaToR BYrp: The American Nurses' Association will not present
tésftllm&nzy to your committee on the social security amendments included in
R. 7.
We wish to indicate at this time that the assoclation does approve these
amendments.
Sincerely yours,
JupiITH G. WHITAKER,
Mrs, Judith G. Whitaker, R.N.
Ewoeoutive Secretary.

(Whereupon, at 11: 55 a.m., the committee was recessed, to recon-
vene at 10 a.m., on Friday, May 26, 1961.)
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FRIDAY, MAY 26, 1961

1.S. SENATE,
Coxourree oN FINANCE,
' Washington, D.C.

The committee n.et, pursuant to recess, at 10:10 a.m., in room 2221,
New Senate Office $Building, Senator Harry Flood Byrd (chairman)
presiding.

Present.: Senators Byrd, Douglas, Gore, Hartke, Williams, Bennett,
and Curtis.

Also present: Elizabeth B. Springer, chief clerk; Miss Helen Liv-
ingston and Frederick Barnes, %abor and Public Welfare Diision,
Legislative Reference, Library of Congress.

*he Criatraran. The committee will come to order.

The first witness is the Honorable Abraham Ribicoff, whom every-
body knows.

Proceed, sir. Weare glad to have you here,

STATEMENT OF HON. ABRAHAM RIBICOFF, SECRETARY .OF
HEALTH, EDUCATION, AND WELFARE; ACCOMPANIED BY WIL-
BUR J. COHEN, ASSISTANT SECRETARY; ROBERT J. MYERS,
CHIEF ACTUARY, SOCIAL SECURITY ADMINISTRATION; AND
ROBERT M. BALL, DEPUTY DIRECTOR, BUREAU OF OLD-AGE AND
SURVIVORS INSURANCE

Secretary Risrcorr. Thank you, Mr. Chairman and membe:'s of the
committee. :

I have with me here today on my left Mr, Robert Ball, Deputy Di-
rector of the Bureau of OASI; Mr. Cohen, Assistant Secretary; Mr.
Myers, Chief Actuary in the Social Security Administration.

am glad to have the opportunity to testify before this committee
on H.R. 6027, a bill to improve benefits under the old-age, survivors,
and disability insurance program by increasing the minimum benefits
and aged widows’ benefits and by making adﬁtional persons eligible
for benefits under the program, and for other purposes.

The President on February 2 recommended five changes in the so-
cial security law which would result in significant improvements in
the old-age, survivors, and disability insurance program. The Pres-
ident’s recommendations were as Tollows:

(1) Increase the minimum benefit. from $33 to $43.

(2) Make actuarially reduced benefits available to men at age 62,
as they now are for women.

65
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(32) Make the insured status requirements for older people com-
parable to those that will apply to people who were young when the
program started, that is, one quarter of coverage for each elapsed
year.

(4) Increase the aged widow’s benefit so that it equals 85 percent,
instead of 75 percent, of her husband’s benefit.

(5) Provide disability insurance benefits for workers who have
been totally disabled for at least 6 full calendar months and eliminate
from present law the requirement that the disability must also be
ex%ecte}(li to be of long continued and indefinite duration or to result
in death.

H.R. 6027 passed by the House of Representatives and now before
your committee substantially embodies the President’s proposals, ex-
cept for the proposal to pay disability insurance benefits after the
worker has been totally disabled for 6 months. The President’s other
proposals are included in the bill, although the increases in the
amount of the minimum monthly benefit and in the benefit for aged
widows are not as large as the President proposed.

All the changes proposed by the President are desirable. Never-
theless, since in its overall eftect:the bill passed by the House will
largely meet the problems that prompted the President to make his
recommendations for changes in the insurance program and in view
of the need for early action to meet those problems, we recommend
adoption of the bill as passed by the House of Representatives.

nder the four (in'ovisions in the House-passed bill, about $780 mil-
lion would be paid to some 4,420,000 peopfe in the first 12 months of
operation. Under the bill the benefits will become Bayab]e for the
1st month which begins on or after the 30th day aiter the date of
enactment of the bill,

INCREABE IN THE MINIMUM BENEFIT

Under the bill the minimum monthly insurance benefit payable
to a worker retiring at or after age 65, to a disabled worker, and to
the sole survivor of an insured worker would be raised from $33 (o
$40, with corresponding increases in benefits paid to dependent and
survivor beneficiaries at the lower benefit levels. This change will
provide additional income under the social security program to an
estimated 2,175,000 people during the first 12 months of operation.
"The total additional benefits that will be paid out during this period
will be $170 million. ) '

An increase in the minimum benefit to $40 will be a real help in
meeting the serious problems that are faced by people who are getting
benefits at the mimmmum. These people not only have low old-age
and survivors insurance benefits but are less likely than other bene-
ficiaries to havs other retirement income.

In a survey of beneficiaries made in 1957 it was found that, for
married couples where the insured worker’s benefit was less than $50,
about one-half of them had no Eermanent retirement income other
than old-age, survivors, and disability insurance benefits. Generally
these are people who were already old or ill when the work they did
was brought into the social security program, and for this reason they
were not able to build up substantial benefit rights, An increase in
the minimum to $40 will make the protection of the social insurance
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Frogram more effective at the present time but will increass costs very
ittle over the longrun. People qualifying for benefits in the future
will generally get benefits above (tlhe minimum because they will have
iladlmore chance to work in covered employment at higher earnings
evels.

The level-premium cost of an increase to $40 is estimated at 0.06
percent of payroll on the intermediate-cost basis.

BENEFITS FOR MEN AT 62

Another provision of the bill would make old-age and survivors
insurance benefits available at 9}ge 62, with the insurance benefits pay-
able to men who claim them before age 65 reduced to take account of
the longer period over which these men will get benefits. Reduced
benefits for women at 62 are Xx'ovided under present law. A similar
provision for men was adopted by the Senate last year but was deleted
in conference. :

An estimated 560,000 people would get $440 million in benefits as a
result of this change during the first 12 months.

Paying insurance benefits to men at age 62 was advanced as a way
to make the social security program more flexible and effective. Men
close to the present eligibility age of 65 who lose their jobs find it very
difficult to get new ones, They may have skills that are obsolete and
may have little opportunity to learn new ones, or employers may be
reluctant to hire them because older peo;}»lle cannot be expectad to work
as long as most other jobseekers and the employer has fewer years
over which to spread the cost of hiring and training them. While the
situation of the older worker is particularly serious at the present
time, and especially so in areas of chronic unemployment, the prob-
lem the older worker finds in getting another job exists in all parts of
the country and will continue to be something of & problem even in
periods of high employment.

Private pension plans quite commonly have the flexibility afforded
by provisions for optional retirement before age 65. A study of the
pension programs of 230 companies, made by the Bankers Trust Co.
of New York in 1960, showed that, among the collectively bargained
plans, 96 percent permitted early retirement and, among the non-
collectively bargained plans, 88 percent permitted early retirement.
In another 1960 study (by the Bureau of Labor Statistics) it was
found that early retirement provisions ‘were included in 224 of the.
300 plans studied and covered about 3 million of the 4.6 million werk-
ers who were members of these plans. Moreover, it appears that the
number of plans providing for optional early retirement is increas-
in§; in & comparable 1952 study by the Bureau of Labor Statistics
only 166 of the 300 plans which were included had early retirement
provisions.

The provisions of the bill for paying reduced benefits to men at 62
would not increase the level-premium cost of the social insurance pro-
{;ram, whereas the President’s proposal would have increased costs
)y one-tenth of 1 percent of coverad payroll. The difference in cost
results from the fact that under the President’s proposal men would
have their benefits figured the same way that benefits are figured for
women under present law—that is, on the basis of earnings averaged
over the years up to age 62. Under the House-passed bill, men would
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have their average earnings, on which benefits are based, figured over
the years up to 65-—3 years more than the number used for women;
this i1s what is done under present law. :

CHANGE IN THE INSURED-STATUS REQUIREMENT

« The bill also includes a provision, exactly like that recommended by
the President, that changes the requirements that a person must meet
in order to be insured under the program—that is, the amount of
covered work he must have had in order to qualify for insurance bene-
fits. Under this provision a worker would be fully insured if he had
ony quarter of coverage for every year elapsing after 1950 and up to
the year he reached 65 {or age 62 for women), died, or hecame dis-
abled, instead of one quarter of coverage for every three calendar,
quarters elapsing, as required under present law. :
- The provision would make the insured-status requirements for people
who are now at or near retirement age comparable to those that will
apply in the longrun program for people who will attain retirement
age af that time. People who were young when the programn started
and yourig people who began working after that time will need about,
1 year of work for every 4 years elapsing after age 21 (10 years out of
a’' possible 40 or more years in a working lifetime) in order to be’
insured at retirement age. Under the one-for-three requirement, peo-
ple who are retiring now must meet o stricter test than younger peo-
ple will have to meet even though it is more difficult for older people
to maintain steady employment. A farmer who was first covered in
1956, for example,. and who suépped working when he reached age
6Y in January 1961 must have had 314 yedrs of coverage althongh thare
were only 8 years prior to 85 in which he could have been covered—-
a requirement that seems unduly strict when compared to the long-
run requirement of 10 years of coverage out of a possible 40 years or’
more. , | S
" The change that the bill would malke in the requirements for fu'ly,
insured status would help many people who are uhinsured because
the work they did during their best working years was not covered.
By the time their regular cccupations were covered, they were already
50 6ld that they could not work regularly enough {6 meet the insured-’
status requirements in the law. About 160,000 people who are not now
insured would become eligible for benefits in -the first 12 months
as a result of this change. Taking into accournt the proposal to raise
the minimum benefit to $40 and to pay reduced benefits to men at age
62, the total amount that would be payable to these people in the first
12 months would be $65 million. ‘ _
The level-premium cost of the proposal would be 0.02 percent of
puyroll. - - :
INCREASE IN WIDOW’S BENEFITS

Under present law an aged widow gets 75 percent of her husband’s
retirement benefit. The bill would increase the aged widow’s benefit.
to 8214 percent of her hushand’s retirement benefit—an increase of:
714 percentage points, or 10 percent above the present 75 percent-
basis. Widowers and sole surviving dependent parents would. get
asimilar increase. ’ ‘ ’

The increase for widows is one of the most urgently needed changes
in the social security program. The need is obvious on the basis
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of simple logic: The social securif.iv retirement benefit is intended
to help meet the needs of the retire adpsrson alone; extra benefits are
provided where the retired worker had dependents.  When the retired
worker dies, there is no reason to expect that his aged widow cam get
by on a monthly benefit amounting to only 75 percent of the benefit
her husband received. In fact, aged widows as a group are in a
relatively poor position when it comes to making ends meet. They
have little income other than their social security benefits. Almost
none of them, for example, are getting private pensions. One-half
of the women getting aged widow’s benefits who were interviewed in
a survey in 1957 had annual income of less than $270 in addition to
their old-age and survivors insurance benefits, as compared with $470
for nonmarried retired workers. The proposed change would provide
needed additional funds for these older women. It is estimated that
some 1;525,000 people would have their benefits increased during the
first 12 months of operation under this change and that the additional
benefits that would be paid out daring this time would amount to
about. §105 million,

. The level-premium cost of this change (after account is taken of the
increase in the minimu in the bill) is estimated at
0.17 percent of payroH:

' While, 3¢ T mention bil include the\yery desirable
rovisiorythe President recojnmenided for ayinlg disabiNty insurance
enefits fifter the sorker ha been\tota] bled for 6 Xull months,

it does Contain a })m_gsllg_g ed-ty disability; and one that is much
n}(;,edg . The bill wou fqr.\é mor¢/ year, to Jund 30, 1962,
n a' . - . .
time pvhen his| dishhjlit %l}l%%y r_the|thge whdn he firs
0 ,

y as the
work frequiremdnts for d for this

met the

is broyght out by the fadtithat n of the disabiljty claims
now being filed\ are baseq on iljei an morg than 18
monthy earlier. | MpAy of bled workers under
age 50\who weré made eligib nefits the 1960

amendmknts. Some of theseeop]
availability of benefitg- Our expbriencd with'older disgbled workers

indicates that it will t 1e timp to acquiint all theMisabled work- |
ers under 50 with the changes miate by the 1960 amepdments.
' BN FINANCING THE BILL

The Chief Actuary of\ﬂFGSmrift}-SeEﬁ'rit{deinistrnt-ion estimated
that the improvements included in the House bill would increase the
level-premium cost of the social insurance program by one-fourth of
1 percent of payroll on the intermediate-cost basis. In order to keep
the program financially sound and self-sup horting, the bill provides
for additional income {o the trust funds, which is also estimated to be
one-fourth of 1 percent of payroll. The additional income will be
provided by raising the social security rates by one-gighth of 1 percent
each for employees and employers and by three-sixteenths of 1 percent
for the self-employed, beginning January 1, 1962. Since the added
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co=t {0 the .gvmgum i the same a3 the added income that the tax-rate
increass will yield, the bill will not change the actuarial balance of
al;:.insuram:e program and will keep the system on a sound financial

I8,

The staff and T will be glad to respond to any questions anybody
may heve, ,

The Cuairamax. Thank you, Mr. Secretary, for your very clear
statement.

Any guestions, Senator Douglast

Senator Doveras. Mr, Chairman, T have some questions, :

First 1 want to say that I want to thank the Secretary for a very
{:)l_ﬁw and ablo statement, and say that I expect to support the House

ill,

Y did have some questions which are of an actuarial nature, and in
view of the fact that you alppamntly are mxﬁ'erin% from laryngitis, if
{nu would prefer to have the questions answered by one of your staff,

would be very glad to have you do so.

The first question that I would like to ask is, what is the estimated
total resevve of the fund by the year 2000¢

Mr. Myens. Senator Douglas, under the House bill, the estimated
balance in the OASI trust fund—-

Senator Douaras, Yes,

Mr. Myrus. According to the intermediate estimate in the year
%91(;9, as set forth in the Housoe report, and as we estimate it, is $136

ilion,

Senator Dotaras. Will that be the maximum?

Mr. Myrss. No. The balance in the fund would continue to rise
thereafter to a figure somewhat aver $250 billion.
~ Senator Douaras. At what time will tha reserve he $250 billion?

Mr. Myess. About 25 yearsafter the year 2000.

Senator Dovaras. 20251

My. Myrrs. Yes.

Senator Dovaras. About 65 years from now !

Mr. Myers, Yes.

Senator Douaras. And thereafter it is to remain on this level f
~ Mr. Myzra. In the actual estimates, it would decrease somewhat
from that point. But, as you well know, the estimates are not by any
means completaly precise.

. The theory would be that if the system were exactly aelf-su;;i)orting,
it would level off at some sort of a figuve like this in all years
thereafter. :

Senator Dovaras. Now, I understand that for the next few years
you ex the reserves to decrease slightly, is that true? :

Mr. Myezs. Yes. Under the present Jaw we anticipate that in the
ourrent calendar year the fund will stay, to all intents and fpuqusea,
prwtwallf constant as between the beginuing and the end of the year,
although it will fluctuate up and downﬁ]mont}m.

* Senator Dovaras. 1 see. . ’ |

Mr. Myzrs. Under present law, in 1962, we expect the fund to go
down about $400 million, but then beginning in 1963 it would increase
somewhat, more than $1 billion each year.,

Senator Douatras. So the charges which are made that the fund is
insolyent really are not applicable o .

.
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Mr. Myers. In my opinion, this is by no means the case, because
tho situation must be examined over a period of years, and not just
the situation from month to month or year to year.

Senator Doucras, I think it is important to bring this out, at least
for tha long-run consideration, because I am dubious as to whether it
is sound public policy to accumulate a reserve of $250 billion

I remember when the original estimated reserve of $46 billion was
subjocted to very heavy attack, and we revised the act in 1938-89 with
a view to decreasing the ultimate reserve. Now we find that it is
%oinF to be five times ag much as the or.ginal contemplated reserve.

'hile I do not know that this calls for any immediate action—indeed,
I do nét think it doea—I think it is very important that the Congress
and the public should realize this,

Now, another question, ’

Mr. Myens. Senator Douglas, could I finish answering 80 as to give
you the figures for the bill

I havo only given you the-figursyfortha present law.

Senator Dovorap~Yes.

Mr, Mygrs. Urfdor the bill, depending upon the effective duta of this
legislation, ip71961 the fund, ) d of remainidg level, might de-
creaso by, spg, $300 million,

In 19691t will decreass
1003 and thereafte

year,
Sengtor Dovaras.~Lhy
Ma/Mvyens, No, The t
therefwas about $2.8 billig

Sepator Do 8. Nofw
wagd and saldry u
oree ?witht years.
ﬁ%}le. s,

Hlion, but thdg beginning in
o by aboub$1 billion a

-~
% about £80 billion §
of Tas $20.3 hillion, and
d ty/fund.

op1({ the hi of thp average
'ghgfm aid? This has in.
ooul ¢ 20Mo approximate

Sendtor Doudyas! I only~had the and I did not
have tidpe to read it. I wondered i i 0 make it &
part of the record

Mr. Mxezs. In the e emn, that/is in the late
1930's, thenave parrimgs. of All peis who hpd any earnings.
under the system 1n the course of a year, was shout $900.

Senator Dovbtias. Yes.

Mr. Myeas. Thatigthe average taxable eagnifigs.

Senator Dovaras. Yes -

Senstor Bexxwr. At that time, what was the maximum#

Mr. Myers. The maximum then was $3,000 Fer year.

Senator BenwerT. $900 asrelated to $3,000

Mr, Myxes, Yes. .

At the present time when the maximum, as you know, is $4,800, the
average earnings ave about & VOAr,

Senator Dovoras. Now, since the. benefits are less for the upper
income groups, it followa. does it not, that each increase in average
earnings increases the size of the reserve; isthat truet

Mr. Myzrs. Yes, that is correct; in balance more money comes in
proportionately than the resulting benefit liability.



72 SOCIAL S8ECURITY BENEFITS

Senator Dovaras. Isn’t this one reason why the size of the reserve
is greater than would have been originally estimated on the scale of
benefits which are now being paid?

Mr. Mryers. Yes, Senator Douglus, I think this is one of the
reasons.

Of course, a8 you recognize, other reasons are that more ’people are
covered-—that is, more employment categories—and also the general
earninﬁs level hus risen. Accordingly, the relative size of the fund is
affected.

Senator Dovuras. Upon what average are your actuarial cstimates
based for the future?

Mr. Mrens. We have based our current estimates, more or less, on
the earnings level in 1060,

Senator Dovoras, $2,1001

Mr. Myens. Well, $2,800,

Senator Douaras. $2,800,

Mr. Myers. Yes

Senator Dovaras. If there is an upward movement of carnings in
the future, a8 has been true in the past, this will, in itself, increase the
sizo of the reserve above what you now estimate; isn't that trued

Mr. Myenrs, Yes, that is correct.

Senator Dovaras. Therefore, you have, so fur us this item is con-
cerned, a built-in safety factor, 1sn't that true?

Mr. Myvss, Yes, that i correct. In the past, when we uced later
earnings essumptions than in the previous estimates, we have then
shown the so-called level-premium cost of the program as being lower
than previously estimated. As a result, in the past, Congress has
taken this into consideration in the various legislative liberalizations
that have been made.

Senator Dovcras. Can you tell me how the 1935 estimate of the
reserve, of what the reserve would be in 1960, compared with the re-
serve todayt

Mr. Myens. Yes. I have made a study of that, and as it happens,
by great coincidence, it is reasoanbly close to what we now have on
hand, namely, $30.1 billion estimated in 1935 versus $22.6 billion now
on hand in both the OASI and DI trust funds. There of course have
been counterbalancing factors, aud it is entirely fortuitous.

Senator Douaras. 1 understand.

In other words, the increase in benefits we have put into effect have
not thrown the reserve out of balance, as compared to the original
estimates; is that truef

Mr. Myers. Well, you could say that, although as I say, there are
a number of fortuitous circumstances.

Senator Doucras. Can't yousay it truthfully? '

My, Myers. Well, T would not want to say this proves the original
estimates were perfect.

Senator Douaras. No. All I am saying is that despite the increase
in benefits, the reserves are no less than those that were originall
estimated ; but there have been counterbalancing built-in factors which
have increased revenues above what would have been originally con-
templated ; isn’t that true?

Mr. Myers. Yes, that is correct.
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Senator Doveras. Can we suppose that this process of increased
earnings is going to stop in the future! Don't we believe that we have
an expanding ecouomi' {

Mr. Myenrs. Yes, In the description of the cost estimates we rec-
ognize this fuctor and say that when carnings actually increase, they
will be taken into account, and the cost estimates will show that the
Erogmm has a lower cost, which means there is money available for

rinfing the system ui) to date.

Senator Dovaras. 1 want to suggest that I think you people are
too conservative, You are trying to meet every increase in beneﬁ}s
by an increase in contributions, and you tend to ignore this built-in
factor which increases reserves.

So far from being labeled as wild spenders, as some critics do label
you, I would say that you are nctum‘iahy too conservative,

Now, it is highly desirable to have conservative actuaries because
they correct ungne tendencies on the part of others, and I have always
thought, Mr. Myers, that you are one of the greut unsung public
heroes, really,

But, nevertheless, you may wake up and find yourself with a re-
serve of $500 billion in the year 2000,

Secretary Rinicorr, T would say this, Senator Douglas, that neither
Mr. Myers nor I will have to wake up to what we wiﬁ find in the year
2025,

Senator Dovaras. Your suecessors,

Secretary Risicorr. 1 believe in a conservative approach to these
problems.

Senator Doveras. Yes; I understand,

Secretary Risicorr. In dealing with these problems in social secu-
rity, I would rather err on the side of conservatism.

Senutor Doreras. I understand, but you are being charged, you
know, with being excessively radical. |

Secretary Risicorr. I do not think we are.

Senator Dovaras. I submit the evidence indicates that you are not.

Secretary Rimsicorr. But yet I would not come here asking for bene-
fits without anticipating what might happen 10 or 15 years from now;
I would not want to advocate that,

Senator Douaras. I do not know that people 10 or 15 years from
now ever will read the record of the hearings at this time, but I do
hope the Senators who are around 10 or 15 years from now—and
I am sure Senator Williams is indestructible, for example—will real-
ize that the present system of financing is very conservative.

Secretary Rimicorr. To me this has been a very interesting experi-
ence working with a man like Mr. Myers, because we were developing
a program, tr{ing to do it conservatively, trying to find out what to
propose, and how much it would take to pay for this program. I
am sure that Mr. Myers must go through some tortuous nights with-
out sleep, because he comes in to see me the next morning or a week
Iater saying that his figures were out a very small fraction, and when
this takes place we do not hesitate to change the estimates to make
sure that we are not ever misrepresenting to Congress or the people
of the United States, and if there is an error it is certainly no error
that anyone could anticipate. We tried to lean over backwards on
the side of conservatism,
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Senator Doveras. That is absolutely right.

Now, it has been charged, and I think it is true, that the system
of benefits pays out appreciai)ly more to those who are covered by the

stem for a short period of time than is collected from them and
their employers’ contributions; isn't that truet

Mr. Myrns. Yes, Senator Douglas, that is true. And that, of course,
is the only way that a social insurance program could be effective, It
must pay reasonably adequate hencfits at the start, and the same thing
i8 done under private pension plans,

Senator Dovcras. Yes. If at the beginning of the plan you had
only paid to each age group the actuarial amounts which they had
contributed, how much wouxh the people who were only included for
1year have received |

Mr. Myrus. 10 or 15 cents a month probably, from both the em-
plog;'oe and employer contribution combined.

wtor Dovoras, How many years would have hud to pass bofore
they could have received benefits equal to those now given ¥

Mr. Myens. As you recognize, the {)eople now getting benefits, from
an “actuarial purchase” standpoint, have not purchased their benefits
in full. It would take 30 years from now until this would gonerally
be the case.

Senator Douvaras. T understand. I am speaking of the original

roup.
& Ml!'. Myenrs. Before a substantial number of the people would
have—

Senator Dotaras. When a private company puts in a \)rivate pen-
sion plan, contributory plan, they have this identical problem, do they
not, of the people who in the past have not contributed and who,
unless special provisions are made, would not be entitled to benefits;
isn’t that correct !

Mr. Myers, Thisisabsolutely correct.

Senator Dovaras, Thisis called accrued liabilities.

Mr. Myens. Yes; the accrued liabilities for prior service credits.

Senator Doucras, Yes. And the Federal plan merely adopted this
same principle; isn’t that truef

Mr. Myens. Yes. In a very real sense the Federal system did this
by, in effect, giving people credit for all of their prior service.

Senator Dovcras. But the Federal plan did have a weakness, did
it not, in that it permitted people who were originally in the excluded
groups—the self-employed, farmers, professional people—to come into
the social security system for short periods of time, and then go out
again, and so raid the system by receiving benefits greatly in excess
of their contributions; isn’t that truef

Mr. Myzrs. Well, I would not say that this was exactly & raid.
I would say this was the same procedure that would have happened
if a private employer with several plants had put his pension plan
into effect in these plants at different times, and yet had given credit
for all prior service before he put the plan in, .

Senator Dougras. I understand. But isn't it true a good many
peﬂ}le did come in for short periods of time to acquire eligibility?

r. Myers. Yes; it was quite possible te do this with a year and
8 half or 2 years of coverage.
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Senator Douveras, Wasn't this one of the factors which caused
Clon%l(‘leéss, successively, to expand coverage and include the self-em-
ploy

Mr. Myers. Yes. This was one of the factors,

Senator Douvoras. Congress did this because it thought persons who
went in for benefits should also be in for contributions.

Mr. Courn. MayI gpeak to that, Senator Douglas{

Senator Douaras. Yes.

Mr. Congen, I think the problem arose from the failurg to include
those people imtiallyl.‘ In other words, these new groups were not
raiding the system. They had the disadvantage of not coming in ear-
lier, so that they contributed for a shorter period of time.

Senator Douaras. I think thers were some who were raiding the
system. There were smart operators who would got themselves at-
tached to someone else as a salaried worker or wage worker for a
brief period of time in sort of a fictitious relationship, acquire eligibil-
ity, and then drift on.

T think undoubtedly there were some abuses; but, as you say, the sys-
tem was not all inclusive at the start, and this haus now been almost
completely remedied ; isn't that truef

Mr. Conrn. Not quite, but much more so than ever before.

Senator Douaras. What are tho groups now excluded! Doctors—
are dentists included

Mr, Conrn, Yes,

Senator Douaras. So doctors are virtually the only group.

Mr. Conen. Well, Federal employees are not includo({?

Senator Doucras. They are in their own system,

Mr. Conen. But they are a group that can go in and out that il-
lustrates the very point you are mentioning.

Senator DouaLas. You mean they can get double benefits?

Mr. Couen. Yes. Until the system does include all employment
under it, so that it is the basic system, you ure going to have this
possibility of coming in and going out that you mentioned.

Se;xawr Douaras. May I just ask a few more questions, Mr. Chair-
man

The CriamymaN. Proceed.

Senator Douaras. I will try not to take up so much time.

Now, concerning this reduction to age 62, of which I approve, upon
;)th:l ;wemge age of retirement are your actuarinl estimates of costs

ase

Mr. Mygrs. The actuarial estimates in regard to men are based on
an average age of retircment of approximately 68; that is under the
existing system.

Many of the men who will retire between 62 and 65, if the bill is en-
acted, under the present law really retire from a benefit standpoint
when they reach 05.

Senator Douaras. Wasn't that act originally based on the assump-
tion of retirement at the age of 657 Weren't the original esti-
mates——

Mr. Myers. No. The original law had the minimum age of 63, but
in our actuarial cost estimates we always took into account the fact
that people would defer retirement, and that, therefore, the cost of
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the system would be lower than if everybody automatically received
benefits at 65.

Senator Doveras. That, of course, raises an obstacle in the way of
a suggestion which I am about to make. I have always believed In a
flexible retirement age rather than a fixed retirement age, and I wel-
come flexibility downward—lowering the age of voluntary retirement
for women to 62, and now, I hope, for men to 62—but I also have
thought it should be flexible upwards, so that people from 65 to 08
could retire with actuarinlly increased benefits. ~ In view of our mod-
ern diet and modern exercise, T cannot believe that averyone should
retire at 65; in many cases people should be given an inducement to
})ost poue retirement. One way to postpone retirement is by providing

hat if they could retive at, say, 68 they will get an uctunrmlly higher
monthly benefit than they would get under the present system.

Seereiary Rmicorr. I think your idea is n good one.” But I also
think it will cost money.

Senator Dovaras. Have we made estimates ns to how much?
MSecretury Rimsicorr, Yes. Will you explain the estimates, Mr.

'Or8,

Mr. Myena, Senator Douglas, if people who retired beyond the mini-
mum retirement age got actunrially increused benefits, in essence this
would mean the same us paying everybody at 65. In turn, this would
bo the rame as eliminating the present retirement test and that, in
turn, means a cost. of close to 1 percent of payroll,

You see, we have a very substantial savings in the present system
because of the fact we pay people only when they retire at the average
age 68, and this would, in a sense, move the age down to 65 from 08,
would have a sizable cost.

Mr. Conex. You could, Senator, give some partial recognition to
delayed retirement, even if not the whole actuarial equivalent of the
benefits that were not paid that would have a psychological effect and
accomplish some of your objective.

For instance, Mr. Myers’ estimates indicate if fou only gave a credit
of 1 p;zlrcent for each year after age 65, that would cost 0.14 percent of

ayroll.
P genutor Dovaras. One-seventh of 1 percent.

Mr. Conen. Yes; one-seventh of 1 percent. That would be only,,
as Mr. Myers says, a small recognition of what the true actuarial cost
would be for paying actuarially equivalent increased benefits for de-
ferred retirement. : . ’

Senator Dotoras. That would be an increase of 1 percent each year
and, therefore, an increase to 2 percent each year would be 0.28 per-
cent. S
Mr. Conen. Yes; and a 4-percent increment would be 0.56 percent
and, as Mr, Myers said, if you ultimately got up to a 7.2-percent incre-
ment, which he uses as the actuarial equivalent, that would cost about
1 percent of payroll. ,

Senator Douvoras. Well, I think that this should be a matter for
future concern because if we ever are able to reduce unemployment and
get substantially full employment, then we will certainly need the
services of able people over the age of 65 who should be encouraged
tostay at work rather than retire. .

Thank you, Mr. Chairman. Iam sorry to have taken so much time,
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The Cramaran. Mr. Secretary, I have been very much interested in
the questions asked by Senator Douglas. It happens that the Chair
is the only member of this committee who was present at the time that
the Suciu? Security Act was adopted, and I have always supported, and
will continue to support, a conservative course with respect to increas-
ing the base tax when we add additional benefits. _ o

Of course, I think we must recognize the fact that there is a limit
to how high this tax can be raised. ‘

At the present time, the employer-employee tax is 6 percent for
employer and employee. We are now adding one-fourth of 1 percent,
to the existing rates which are automatically Increased every 3 years.

Mr. Myrus. Yes, Mr. Chairmanj under present Inw, the 6 percent
for the employer and employee combined will rise by 1-parcent in-
creases in 1903, 1000, and 1969, to a rate of 9 percent, '

Under this ‘)ill, an additionul one-quarter of 1 percent, that is
one-eighth of 1 percent each, would be added to the echedule so that the
eventual rate in 1069 and after, according to law, would be 934 percent
for the employer and employee combined, o

The Cinamxan. That 914 percent is predicated upon existing bene-
fits, is it not {

Mr, Myzus. Yes, Mr. Chairman,

The Cuamaan. If you increase the tax each time that you increase
the benefits in the future, then you will have a tax in excess of 914
percent. L )

The point I wish to emphasize is that the 91 percent is based upon
the present benefits.

Mr, Myers. The 934 pervent is based on the present benefits, plus
those in the bill.

The Cuairyan. T understand.

Mr. Myers. Yes.

The CHarMaN. If we passthis bill.

Mr, Myeurs, Thatis rig‘nt. ‘

The Cnairman. But any additional benefits, if we follow the course
that we are adopting from the beginning, will require additional tax
above the 91 percent.

Mr. Myers. That is correct, except for the ibility that if wages
rise very considerably there might be some reduction in the cost of the
system due to that factor.

The CrairMan. Yes. But to carry out the policies we have adopted
in the past, additional taxes would be required, would they not ¢

Mr. Myers. That is correct.

The Crnairman. Have you made any investigation as to how large a
tax business can stand or the employer can stand? Nine percent is a
very steep tax when it comes on a payroll, without deductions. I
think some thou%ht in the future should be given as to how much
we can incrense that tax, providing that the benefits are increased. I
nu%ht add that history shows that every 2 years, every election year—
and this seems to be an extra year because this is not an election year—
we have added benefits under the OASI program.

Some study, I think, should be made as to how far we go with this
tax. I would like for the Secretary to express himself on that.
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Secretary Rrsioorr. Yes, I would gay this: This has always been a
concern of mine. There will be another official advisory council ap-
pointed in 1963, to look into this whole matter.

My own reaction is that I do not sce how you could go much beyond
10 percent unless you take into account with the rising wage levels
that you might want to raise the tax base from the present $4,800.

1 would certainly be reluctant personally to come in and make recom-
mendations that will take us much sbove 10 percent eventunlly, I
would not hesitate to come in and ask for what I consider a proper
and legitimate program, taking into account rigsing wage levels. The
presont base of $4,800 might be an unrealistic base at that time.

Thers was considerable discussion in the House with the Ways and
Means Committee of the prospect of paying for thess benefita through
A $5,400 base, and we felt that we could do this without any increase
in taxes.

In other words, this was ‘given very serious consideration, and then
it was decided within the Ways and Means Comnmittoe to stay with
$1,800. You could have gone to $5400 without increasing the tax
at all at the present time for these benefits,

The Cnammaan. How much revenue would that bring int

Secretary Rinicorr. When the matter was first broached in discus-
sion I was enthusinstic about it, I will be frank with the chairman, to
raise the tax base to $5,400 without increasing the tax rate.

The CairMaN. Youmean from $4,8001

Secretary Rintcorr. Raising $4,800 to $5,400.

The Cramryan. What would be the increased revenuef

Mr. Myrers. The increased revenue for raising the earnings base to
$5,400, expressed as a percentage of payroll, would be almost one-
fourth of 1 percent; in other words, as the Secretary has said, it would
have about the same net effect as the tax increase in the House bill,

Now, in terms of dollars, this would have brought in about $1.1
billion a year on an accrual basis.

The Criammman, As I understand the Sccrotary, he believes that
the direct tax should not be in excess of 10 percent; it is now 01/,

Secretary Ripicorr. Thatis right.

The CramumaN. And the only other change that might be made
is to increase it from $4,800 to $5,400¢

Secretary Rimnicorr. That isright, :

The CrammaN. Therefore, that sets a pattern as to how far we
can go in the future in increasing the benefits,

Secretary Risrcorr. Well, this is my personal fesling.

The CrarmaN, You will be here certainly 8 more years, and maybe
you will be here for 7 more years. I want to get you down in black
and white as to what you think. ' | :

Secretary Risicorr. You can, sir.

The Cuairyan. As long as you are here I think it is a very im-
portant question that is presented to vs. We cannot indefinitely con-
tinue to increass thistax. The burden is too great. .

Secretary Risicorr. You asked me the question and I gave you my
reply, sir, and I doo feel this way, I have told the people in the De-
partment my personal reaction, too. I do think there is a limit beyond
which you cannot bgo T am concerned about the cost, and I am con-
cerned personally by the competitive positicn of the United States in
the world market.
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I have never taken the position that in any programs advocated I
should only look at my programs. I think I have got the obligation
to look at the impact of these programs on other conditions and other
problems facing our Nation. o

The Cuamman. Do you have any plan in mind now that would
give additional benefits, thercby neoewt{ating increased taxest

Secretary Risicorr. Yes. The one thing I have in mind is medical
care for the aged under social wcuri?.

‘The Citairman. How much would that increass the tax !

Sec“stary Rintoorr. Well, our program is one-half of 1 percent of
ayroll,
: '}‘he Cuamman. Then you would reach practically your 10 percent;
it would be 034, so you would only have a balance of one-quarter of 1
percent for the balunce of your remaining part of your term of office,
which may be 7 years. ) .

Secretary Rinroorr. In other words, it looks like you and I are going
to bs out of business, [Laughter.]

The Ciairman. I want to get that down.

There is another thing I want to inquire about, and that is about
the interest,

Now, years ago, as Mr. Myers knows, this fund was invested in
Government bonds, which paid larger interest than the rate currently
paid by the public, 18 that correct

Mr. Myens. In the late 1930's, the fund was getting 3 percent in-
torest, and the general interest rate was, say, around percent, 80
the fund was getting more at that time,

The CiairMan. That added to the fund by how much during that
tin;s.v;hen you received larger interest payments than the general
public

Mr. Myens. Since the fund at that time was relatively small, it
would not have been very much relatively, probably about $25 million.

The situation was remedied, a8 you know, in the 1939 amendments
when the interest basis was changed, 8o as not to be a constant 3 per-
cent, but rather the average intercst rate on all Government debt.

The CHAmMAN. At the present time the Federal Government pays
R mtet ;aqual to the average of all the bonds that it has out, is that
correc

Mr. Myrrs. The present basis, Mr. Chairman, according to the
1980 amendments, is that on our new investments in special issues
we get the average market rate on all long-term Government bonds
outstanding ut the time of the purchase of these new issues.

Of course, if we go in the open market, we obviously get close to
the market rate also. Thus, currently our new investments are run-
ning around 384 percent, whereas our old investments that we had
before the law was changed are on an average of around 2.6 percent.

The Cramuman. That is approximately the average rate of all the
outstanding bondst

Mr. Myzrs. The 2.8 percent ?

The Criamuan. I mean the total of what you get, is it approxi-
;natng}iy the average rate paid by the Government for other %onds
issu :

Mr. Mvers. You are quite correct. For comparable long-term
bonds }wl'e are getting about the average of what the Government pays
generally.
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The Cuairmax, How much do you receive yearly as interest on
your bonds{

Mr. Myzns. The old-nge and survivors insurance trust fund gets in-
terest. of about £500 million a year, and the disability insurance trust
fund gets about $50 million a year.,

The Cuaraan. And the total income is how much{

My, Myers. The total interest income{

The Ciairaran. No, the totnl income.

Mr. Myers. The total income of the old-nge and survivors insurance
trust fund is about §11 billion a year from contributions, and about
half a billion dollars a year from interest enrnings.

The Cnawryran, Thank you very much.

Senator Bennett,

Senator Bexnerr, Mr. Chairman, may T just make one comment.
When Senator Douglas was questioning he wanted to discuss the great
similarity between private }wnsion plans and the socinl security system
with respect to the man who had not been in the system long enough
to generate enough money to retire on, in other words, the man who
retired soon after the system starts,

I think there is one fundamental difference there in the two situa-
tions, In private industry if a company installs a pension plan or a
retirement plan and has an employee who retires a year later before
they have had an opportunity to fund all the prior service, they have
to fund him as an individual or let him retire on the meager amount
that his 1 year's participation may earn.

Under social security you push that cost on to the succeeding gener-
ations; you do not sw}) and fund the retirement of these older people
who retired when the fund was new; isn’t that a correct analysis?

Mr. Myzers. Yes, that is quite correct. I was pointing out the simi-
larity in the benefit structure. There is quite a considerable difference
in the financing basis of a private pension plan and a social insurance
system.

Mr. Conex, If I understand your question, Senator, the answer is
that a private pension plan is not all funded at that one moment of
time; tfxe funding is pushed into the future, too.

Senator Bex~err. Now, wait a minute. I am connected with a.
privata)ension lan that is not very old.

Mr. Conen. Yes.

Senator Bexnerr. And we have had a number of older men who-
have retired. The corporation has had to find money outside of the
private pension plan to make up the difference in order that those
people could retire on the same level that the people would retire who
were retired when the system is fairly mature. This I know from ex-
perience; am I not right, Mr, Cohen { '

Mr. Comen. Mr. Myers says that for an individual person retiring-
they would, of course, on the basis of the usual financing, fund it for-
that one man at the time if it had not been done previous‘y. But, of
course, they do not fully fund all of the accrued liability of the plan.
- Senator Bex~err. No. The problem of most corporations is that
the responsibility of funding a“ the accrued liability is a financial’
burden they cannot carry in any one year.

Mr., Conen. That is correct.
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Senator BENNeTT. And they have to take a period of time; but in
the meantime those men who come to retire must be handled as sepa-
rate individuals.

But as far as the social security system is concerned these people
have been retired on the normal pattern as they came along, and the
cost has been pushed off into the }utum, and it always reminds me of
a man on a bicycle. Aslong as the wheels are going around you stay
up. But whenever you stop you fall down, and the social security
system will work as long as the wheels are going around because there
will always be a vast amount of unfunded obligation that you expect
to fund in the year 2000, in the year 2025, and so on.

Mr. Myens. This is quite correct, and it is one of the essential dif-
ferences between a private pension plan and a social insuranoe systemn.

The private pension plan must, by its very nature, assume that the
employer might go out of business, and that at some point they should
get. the accrued hiabilities funded, o that if the employer does go out,
of business, the people will get their benefit rights.

Senator Bexxerr. That is right,

Mr. Myexs. The social insurunce system, I believe, can safel
be assumed to go on continuously because the law says that people
shall be covered, and it does not intend to ever be terminated.

Senator Bexxerr. I just wanted to clear it up because I was a little
bit afrnid that the comment that had been made by my colleague
from Illinois would indicate that they are approximately the same
kind of situations, and the situation is completely different with re-
spect to prior service responsibilities.

I would just like to put one other question. The Senator from
Illinois began his questioning with respect to the size of the fund, of
the reserve. It is now about $20 billion, between $20 and $21 billion.

Mr. Myers. For the old-age and survivors insurance portion, yes.

Senator BExNerT. Yes. I§gw long has it been, approximately, at
that level {

Mr. Myers. It has been at that level for the last 7 years, going up
and down a bit in between,

Senator BENNETT. Yes.

Is this the highest plateau that it has reached {

Mr. Myers. No. The highest that it reached, as of the end of
any year, was $22.5 billion at the end of 1956.

éenator Bex~Nerr. Iam curious in your thinking about the future of
the program wh gou let it run along for 3 or 4 years at approximately
between $20 mu{ $22 billion, and yet I think you gave us a figure of
$36 billion. When wasit to get the $36 billion figure——

Mr. Myers. It isestimated to get to that level under the bill in 1969,

Senator BeNNETT. Nine or 10 years you are going to let it go up,
and when you go to the year 2000 it is going to be up above $100 billion,
%nﬁ in the year 2025 it 18 going to be upwards of a quarter of a trillion
dollars.

Mr. MyErs. According to thess estimates, yes.

Senator Bex~NErt. Why is it going to be allowed to rise at so steep
a rate when you have been getting along for a long time and assuring
us with $20 billion we were adequately covered ?
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Mr. Myrrs. I think the reason that we would say it was adequately
financed in the past few years is that we look not only at those years
or the next year or two ahead, but also at the long-range picture,
and the resulting increases in income that occur as the scheduled tax
increasesin the law go into effect.

Senator Bexnerr. Well, I am still a little confused. You assumeo
that $20 billion is adequate in 1960, but 65 years from now you have
got to hava 1214 times ns much or you will have 1214 times as much,

Mr. Conzn. I think I understand what your point is. Mr, Mvers'
actuarial estimates assume that to keep the system in acturial balance
a certain amount of interest carnings will be added to the contribu-
tions to finanoce the entire cost. Therefore, in the future the size of
the reserve increases to yield additional interest earnings which, when
added to the contribution income, will pay the benefits in perpetuity
without having to go to any other source. That is the function of
that large a reserve in the future.

Or, may I put it another way. If all other things being equal, you
did not have that large a reserve, you would have to have some income
from some other source to make up that difference in the interest
earnings.

Senator Bennerr. Then what you are saying to us is that between
now and the year 2000 or 2025, the income from the taxes levied under
this program must be enough to add another $220 billion to the fund
in) order that interest on that higher income may make the fund
solvent.

Mr. Conen. Yes, sir. The original conception behind this system,
despito all of the changes from the early system, was that the system
ghould be kept on a self-supporting basis, with no income from any
outside source.

Now, if in a future year in which the contribution income is not suf-
ficient to pay the entire cost, the difference must come from some other
source. If you make the assumption that it cannot come from any
other source, it can only then come from the interest earnings on the
fund, unless you wish to have a general Government subsidy, which
is not assumed under this set of circumstances,

Mr. BarL.. May I comment on that

Senator Bennett, I think the response to these questions has been
largely in terms of the theory of the present act and the contributions
scheduled in the present act. In other words this js the way the law is.

I am sure that neither Mr, Cohen nor Mr. Myers is saying that this
is the only way it can be in the future. The lnst Advisory Council on
Social Security Financing, for example, raised the question about
whether, when 1089 comes, the best policy would be to go ahead and
build up a fund as high as this one. '

The alternative would be not to have the maximum rate go into ef-
fect as soon as 1969. Nobody would hold that the fund would have
to be thislarge for safety.

But, as Mr. Cohen points out, if the fund were not this large, the
ultimate contribution rate, say, in 2030 or very far off, would have to
be somewhat higher than 1f you put the rate in in 1969,

But a8 the Councils look at this from time to time, and as we ap-
proach this ultimate rate, there is an alternative to building these huge
reserves, Senator Doug’las, I believe, was suggesting a look at that
question during that time,
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Senator Bennerr. There are two ways you get income, You get it
from taxes or you get it from interest.

Mr. BaLw i’es.

My, Courx. Thatis right. )

Senator BENNerT, And apparently you have been satisfied to get it
from_taxes proportionately because for 4 or 5 years you have A
running along at approximately the same level, §20 bilhon.

Now you are talking about in G0 years, nmf this system i8 now 25
yearsold, Whendid itstart?

Mpr. Conen. It started in 1037 as far as the taxes werc concerned.

Senator Benxerr, That is 24 years old.  In 214 times as long in
the future you are going to multiply the fund by tﬁnt amount, and it
geems to me that %ongresa is going to, succeeding Congresses aro
going to, be faced with the question, Are we going to tax these people
enough to add §200 billion more to the fund for the sake of carning
interest 1

Mr. Conrn, Yes. May I put the matter now in other terms that
will bring Senator Byrd’'s question back into perspective,

If you were to levy the entire cost on payrolls without having an
intorest-bearing rescrve then, according to Mr. Myers' intermediate
estimates, in the year 2060 you would have to levy a 13-percent payroll
tax instead of 914 percent tax.

Senator Bennerr, Won't you almost have to levy that to build up
your reserve? Is your reserve going to climb by $200 million in the
next 65 years on the basis of the present rates?

Mr, Counn. Yes.

Senator Bexxerr. On the basis of the present rates for the past 4 or
b years it has just stayed level.

Mr. Myers, The present rates, however, as the chairman breught

out in his questioning, increase from the present 6 quant under pres-
ent law, to 9 percent and to 934 percent under the bill, That 50 per-
cent increase in the tax rate brings in more than enough money to pay
the ﬁmdually increasing benefit outgo that we anticipate in the next
few decades.
Senator Bennerr. Of course, I am not an actuary, and it is hard
for me to seo the movement and the countermovement of these various
forces, but the present rates are bringing you in $11 billion a year, and
in 60 years you are going to build up $200 billion, and (eztiljv pay the
present benefits?

Mr. Conexn. Maybe I could put it this way.

Senator Bennerr. Maybe it works,

Mr. Courn. In the longrun future. In the year that the benefits
cost 12 percent of payroll, according to Mr. Myers’ estimate, you can
ﬁna?c:l that 12 percent in a number of different ways, as Mr. Ball
implied.

ow, under the financing that is set forth in the present law, to
kee(f; consistent with what Senator Byrd has implied, it assumes—
and this is speaki mu%llﬂﬁy——-tlmt 9 percent would be financed out of
the payroll tax, and the difference of 2 or 3 percent would be financed
out of interest earnings.

If Congress in its wisdom decides that it does not wish to have an
interest-earning reserve, and still finances those same benefits in that
year, then you must find another source of income for the fund to
meet the financial commitments.
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The Cuamman. T would like to nsk a question of Mr. Myers, who
is the best expert on figures I think I have ever come in contact with.
You start out with next year and extend it up to, what was your last
estimate, to where?

. Mr. Myrrs. We run the figures for about 70 or 80 years off into the
1ture,

The Cuamruman. Seventy or eighty years off. All right. Then cal-
oulate what the income would be in each of those years, and calculate
what your interest income would be, and if you can calculate what
the interest on money will be 80 years from now, you will be perform-
ing something that nobody ever conceived of up to this date.

{ow can you tell what the interestis going to be?

Mr, Myers. Well, Mr. Chairman, as to the interest rate assump-
tions, we do not estimate really what the interest rates will be. Rather,
wo assume an interest rate, We have used an average intorest rate for
the long-distant. future of about 3 percent, which is a conservative
rate oolwred to the present return of 834 percent.

The CHaAmMAN. In other words, you assume the present interest
rato will continue as it is for 80 years{

Mr. Myers. Well, we assume a bit less than the present because we
assume about 8 percent, and the new investments wo are getting at the
moment are around 834 percent. So it is merely a matter of
assumption,

The CrammaN. Your assumption of your figures may be inac-
curate and you are not to be blamed f you are, because you are esti-
mating 50, 80, 70 years nhead of time. It is very difficult to estimate a
year ahead of time what the rate will be; you will get the average
Interest paid on Government bonds,

Mr. Myers. That is right.

The CrareyaN. That has varied a good deal ir. the last year. So I
cannot pul much reliance upon an estimate made 70 and 80 years
ahead of time. But anyway, plea:a get that up for the record, you
understand what I mean?

Mr. Myers. Yes, I will do that.

(The information referred to follows:)

May 26, 1961.

Memorandum from Robert J. Myers. .
Bubject: Fatimated future income of the old-age and survivors ingurance trust
fund, by source.

The old-age and survivors insurance trust fund receives income from two
sources, contributions (or taxes) and interest earnings on invested assets. In
respect to the latter, the law provides, in essence, that the investments shall be
in obligations of the Federal Government, which can be either marketable obli-
gations purchased in the open market or at issue, or special issucs. The
interest rate specified for the special issues is approximately the average market
rate prevailing for all long-term (4 years or more until maturity) Qovernment
obligations at the time these speclal issues are obtained by the trust fund.

The following table shows for the OASI trust fund the actual 1960 income,
as between contributivns and interest, and similar estimated figures for various
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future years for the next 70 years for both the present law and ILR. 6027
(all figures {in millions of dollars) :

Preamt Jaw LR, &7
Calondar yoar
Contributions| Interest |[Contributions] Intecest

$10, 800 $408 $10, 864 $308
11, 408 81 11,713 507
11,838 530 12,308 508
13,031 &0 14,688 &N
14, 828 a1 15401 58
15,199 035 15,873 %

23, 008 1,280 20, 94 L
21,613 1,848 23 310 1,72
m .m 24,013 28
27,087 3173 7,854 3,044
.41 4, 101 32, 403 3 98
35, 08 6,000 340 5, W0
3R, M1 Ip », 07 NN
40, 348 8, 148 41,5582 & \07

It may be noted that tho esthmated fAigures for interest receipta nre based on
an assumption of approximately a 3-percent return in all future years. For
present law, tho contribution Income rires from almost $11 billion in 1960 to
$20 Lilllun In 1070; most of this increass i the result of the higher tax rates
scheduled in the law for the future. After 1070, the contribution income con-
tinues to rise, as a result of the eslmated growth in the size of tha working
xmn(;llmon. Throughout these estimates a constant earnjugs assumption {s
made. : .

Actual interest earnings for 1060 were slightly o er §300 milllon, In the
future, the interast carnings are estimated to increase gradually as the trust fund
becomee larger, At the present time, interest earniugs are ouly about 8 percent
&8 large as contribu lon income, but thig proportion is estimated to increase over
future years, eventually rising to about 20 percent. These same general trends
occur for both the present law ana H.R. 6027. ‘

The CraiemaN. Senator Curtis,

Senator Curris. Mr. Cohen, did T understand in the colloquy be-
tween you and Senator Bennett, it would indicate that in the year 2025
there might be a reserve of $250 billion { ‘

My. Coren. Yes; onthe intermediate cost basis.

Senator Curris, Yes. - -

Now, which means néither the high nor thelow.

Mr. ComreN. It is the avernge between the high and the low.
" Senator Cortis. Who will pay the interest on that $250 billion?

Mr. Conen. The taxpayers of that time, ]

Senator Curtis. What is the difference on the individual taxpayer
and on our economy in paying annually interest on $250 billion and
having that transferred to the social security fund than it is the gen-
eral mgayem‘ Wﬁying the same amount to'the social security fund ¢

Mr. Couen. Well, of course, in a jriven year, X years from now,;
the general taxpayers, i you said, would have to either pay the jn-
terest or, to keep the system in_actuaridl balance, they would have to

Ropemr J. MYERS.
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pay the same amount in the form of a government contribution to the

syBut if you did not have that interest, or that reserve, at that time,
then the taypayers of the future would have to pay the interest on that,
on the mouey borrowed from other people, plus the same amount to
the system, thus having to pay a double amount,

Senator Curris. Well, you are assuming that the social security
bonr(ll ;)uys bonds that would otherwise have to be sold to other
people

\er. Counw. That i8 correct; and I think that has been demon-
strated certainly in the last 24 years——

Senator Curtis. Of courss, they do not buy bonds in the open
mu{{ketbdo they!

l‘.

OHMEN, sir,
Senator Curms. They have a method whereby they can go direct,
the Treasury can go direct.

Mr. ConeN. About 10 percent of the asseta of the funds are now in
bonds purchased in the open market. :
Senator Curtis. 90 percent the Treasury can go direct?
Mr. Conxn, That is correct ; 00 percent are in specinl issues,
Senator Curmis, And in estimutes of whether or not we are on a
cash budget, in estimates on whether or not our cash budget is in
balance, we treat social security taxes in my book, contributionsg in
yours, as part of the receipts, do we not ¢ y A
Mr. Coren. Yes,sir. : SR :
Senator Cusrs. Secret:g Ribicofl, I mean thia sincerely, I have
s very high regard, not 3' for your political astuteness but your
mathematical astuteness, and I say without reservation you are sur-
rounded by three of the most learned men in the field of social secu-
rity, I sometimes think that we ask iinpossible questions on what
this will cost 10 years from now or 50 {eam from now, and
g:tho?ﬂl it is in operation 100 years from now, I do not want to see
colla : '

I belleve thers are soe assumptions that have to be made in this
field, that we just get far afield and confused when we liken it to
private company retirement plans and when we comunit the terrible
sin of likening it to insurance. TR o

In that connection, Mr. Myers, in general, what are the assumptions
that an actuary for an insurance company has to make in order to

ymine preminm levelst . SR D

Mr. Myers. An actuary for an insurance company in tfeumnunng

premiums for life insurance or for annuities, must make assamptions
administra~

a8 to future mortality, future interest rates, and future

tive expenses of the company. . - . - o - i,
ubor,qu'xi;B. )Iortﬁit interest rates, and administrative costs?
» 8, Sana! rau.mai R C o
Senator Curtis. Now, in the fie]ld of social security we have to take
into account all three of those; do we not?
Mr. Myers, Thatis correct. : .
Senator Bennerr. May I interrupt yout Isn’t your administra-
tive cost carried outside of the social security system? .
Mr. Myens. No, Senator Bennett. The nistrative costs in
their entirety—for the collection of the taxes, the keeping of the wage
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records, and the paying of the benefits—coms directly out of the
trust funds,

Senator Bennerr. I was mistaken on that, Excuse me.

Senator Curris. Now, there are some other assumptions that have
to be reckoned with in the field of social security, are there not, that
are mo?m intangible and less possible of detarmination; isn’t that
correct

Mr. Myers. Yes, Senator Curtis; that is correct.

Among such faobom, as you know, are such slemants ag the proba-
bilities o fpla retiring, the proportion of people with children, the
proportion of men who are married, the future earnings levels, the
number of people coming into the coverage of the system in the fu-
ture by virtue of ente.ruxq the labor market, and the in-and-out move-
ment of people, amgartucu arly women, as between workmg and not
working in cov emp loyment.

Senator Cormis. Then assumptions have to be made in the level of
emplo ment, a'ssmnptxom have to be made into the sine of the families;

at trus

Mr Myzrs, That is correct.

Senator Curyis. And that trand has reversed itself a tgme or two
in the Jast half century, has it notf{

Mr. Mvyeas. The trend in fertility has not been at all level.

‘Senator Curms. Is it nql true that at the tuna the Social {leourity
Act wag concaived there were very many capsa o population \xpexu
who said that the population of the United States would rise i 1
million or thembout and then level offt -

Mr. Myzers, Yes. Iay if noh all, of the population estimates
mada at that time ass ’L the ult.umwa leval would be very oon-
siderably below what. oven the presant level is.

O 2 e it s o

ow, by ustperompnoemm i en youcanm
a oonsl era. P o ACC'ITACY - NeASUre mortah&? oan y¢u not,
wh anyou deal with that?

Mr. That is probah'ly one of the eiemant,s thut w begt« pm-
dmtablem the future, -

Senator Curtis. But clearly you cannot. measum the bu-tlu rate ,
hnﬁxitl; Mxzgs. gx%tﬁ W{mtafaﬁalllf?{h Obkusly there are cortain

wi W m ut the range is wider, ‘
m&m I;Qwemxasonetmn overa iod of 2§ chJ
womnssone trend, and some people thoug uho yof two children
was here to stay, and it goes to three, in 25 years the number of
parents with children have increased one.tlurd Now, those thmg'a
amnotthemlunknown re I am talking sbout.

Isn’t it true that the costs, the amount, of meney spend for sopial
secunty’, are going to be dependent a lot upon the Congress; isn’t th&t
eorrect

Mr. Mnns.Astotheamendmentsthat xmght.bemada by t.h@

Congress? ;
Seriator Cunm Yes.
Mr. Myees. That,of oourse, is true., Our eatimptes obvxoualy assuine
t.he pmaanbsystem ‘

ge omnot eﬂamnb&—-—-—-
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Senator Cvrris. The estimates are based upon the continuation of
the present law.

Now, this may be the last. rocial security bill of the 87th Congress.
But who is there to say that in the second session of the Congress,
whether the administration recommends it or not, there might not be a
socinl security bill passed in the House of Representatives?

Senator Bexxerr. You have another one in the wings, medical care
for the aged.

Senator Corris. We know about that. But who is there to say
there may not. be another one to affect the rates of benefit,  You cannot
tell, can you !

Mr. Myrrs. No.

Secretary Rmicorr. This again is going to depend upon the Con-
gressof the United States.

Senator Corris, Yes,

Secretary Rinicorr. T assnme, because of my respect and love for the
Congress of the United States, that there will always be enough com.
monsense in the Congress of the United States so that these factors
will be taken into account. The questions vou are asking, Senator
Curtis, and the questions Senator Byrd asked, and the questions Sen-
ator Bennett asked, the questions that Congressman Mills and Con-
gressman Byrnes keep n;‘cing, vou are zealous and thoughtful about
the future aud the integrity of these funds, and other factors will
always be counterbalanced by the commonsensa and wisdom of the
Congress of t.1e United States.

Senator Currir, T understand that,

That is tho reason I sincerely prefaced my remarks in saying that
T thought the Congress was unfair to you people in trying to pin you
down a8 to futuse costs, because no one knows who may be the Mem-
bers of the 88th Congress. We are in the 87th Congress now, and
nobody will know what it will be, whether it will be a Congress that
will say, “We are nuot going to have social security legislation,” or
whether it will be & Congress that, Lefore the Congress is over, there
will be social security legislation.

Now, speaking of the increase of benefits alone—and T am not im-
plying that they were not necessary, because our wage and price level
and living costs are something that are so well known—but speaking
of the increase of the benefits alone, either by percentages or by for-
mula, how many increases of benefits have there been since 19371

Mr. Myers. Senator Curtis, the first benefit formula vrovided
never went into effect because the 1939 amendments revised the basis.
Tt paid higher benefits in the early years, and lower ones later, so the
first benefits that went into effect were those under the 1939 nct.

Then in the 1050 amendments there was an increase that averaged
close to 80 percent,

In 1952 there was another increase that was somewhere around 12
or 13 percent. ' o

In 1054 there was a similar increase, and in 1958 there was an in-
crease of about 7 percent.

Senator Clorris. Did we miss 19561

Mr. Myers. In 1956 the benefits were not increased, as such.
The changes made in 1950, as you will recall, were to Jower the mini-
mum retirement age for women to 62, and to introduce monthly dis-
ability benefits.
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Senator Benxerr. Wasn't that an increass in benefits!

Senator Curris. I have restricted my question to either an increase
in benefits or change in the formuls which would result in the same
thing.

Senator BENNETT, Yes,

Senator Curtis. So in addition to that there have been added as-
pects to the program such as disability benefits, and lowering the
age for women, which occurred in 1956,

Mr, Mykens, ‘Yes; Senator Curtis.

Mr. Barr. Senator Curtis, I thinw it would be only proper to point
out that thoso increases in dollar amounts, speaking very {)romlly and
on the average, have only been enough to a little more than kesp up
with price rises during that time.

Senator Curris, I did notsay Icriticized that.

Mr. Barr. And not enough aven to keep up with the level of wages,
50 that today the retired aged, as a group, even nfter theso changes,
compared with active workers, have a suuller proportion of the in-
come of the country than was contemplated in the original progran..

Senator Curris. That is exactly the point.  We are denﬂin with a
system that we cannot contemplate what the Congress will do in the
88th Congress or the 89th or the 90th or clear on np to the 100th.

Now, this will also be affected by what the i(o »ublicans put in
their platform, and what the Democrats put in their platform in
1064, 1068, 1972, 1976, 1080, 1984, 1988, 1992, 1096, and the year 2000,
because we do not want you to get all that vots, and you won’t let
us have it all either, and there will be some amendments now and then
that are well ironed out by the Ways and Means Committee for which
I have the highest regard, and this committes, But there will also
be _some floor amendments sometimes that make quite an n‘)pcal.

Mr, Conen. Senator Curtis, I know we have discussed this matter
on other occasions,

Senator Crrris, Yes.

Mr, Counex. The comment that you are making is equally applica-
ble to any kind of a program of public responsibility for meeting
these risks.

Senator Curris. All right now, listen; this in my point: The rest
of them do not run in perpetuity. We all hope and pray for the day
when wars will be no more, so while we are going to spend not so man

ears from now $3 billion a year for mi?itary retirements alone,
10pe every veteran lives a long, long time, but I know he will not
live forever. -

When we, in some of these, to my mind, false notions that have
heen injected into this system, liken it to something that is not like
at all, it has a cumulative effect; it creates problerns and gives illusions
about the future, y : 2 . ‘-

Actually, I believe that this generation of able-bodied producers
should be taxed to pay a generous social benefit to those elder citizens
who can no longer earn or choose to no longer earn. . But I think all
that this talk about making insuranes, to pay out something, ¢on.:
fuses a lot of people, I R

Now, for instance, a Member of Congress will get mail that says,
“We understand you have over $20 billion iri the reseive. Why don't
you increase my benefits? You are making that much profit.”.. - ..
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Well now, that resarve does not indicats that at all. I am going
to ask you another thil;ﬁ’about those bonds.

Senator Bennerr. Before you leave that, may I interject an ideaf

Senator Curtis, Yes.

Senator Bennerr. The actuaries who are concerned with trends,
and they make assumptions on the basis of past records, I thing there
is no more definite trend than the fact that in every election year since
1950 we have eithior increases or axtensions to social security.

Mr. Conex, That is where I differ with Senator Curtis, Where he
says that the solution is simply a different kind of system to pay out a
series of benefits that the people of this year agree oug}ht tn be paid
I think that you would be subject to exactly the same difficulties and
dilemmas of what will the next Con do with those commitments,
In fact, you are under even greater difliculties than you are under in
thia systerh, becauss you have no other touchstone titan the whole
Federal Treasury when you go to what Senator Curtis is saying.

It Senator Curtis’ prinoiple is correct, then the aged, the disabled,
and the survivors can come in and say, “You have now committad
yoursslf to a principle to pay what you can pay. Pay out $50 billion.”

Senator Cuwris. Well, now, there is this difference: In the first
place, I am not suggesting that you have to change the system ma-
terially, I think you have to change the terminology that you call
it. There is this very important differance with this illusion, with
this misconception which has been built up over the years as to how
it works, not with all people has it been deliberate, but it translates
itself into certain political problems, and I can illustrate.

As long as we say, well now, we have planned this so it is going to
be self-supporting, we are going to have a tremendous reserve in the
year 2025, and the tax won't be more than this, and we are going to

ive such and such a level of benefit when we there, the young
ellow 25 years old living in my State—I come home from Con
and he says, “Senator, I am glad you voted for that. I am looking
forward to it. I wish you could increase it just a little bit more.”

The people who are receiving it, they say, “That is fine. I wish
you would just give us a little bit more.”

~ But 1f it had been in the concept that this 25-year-old fellow or
the 85-year-old fellow who is educating his family and buying a home
and supporting the community chest and. ecarrying all the burdens
and pa mg: considerable portion of the taxes through his withhold-
ing, 1f he had realized that whatever social security tax had been im-
Eoeed on him was to pay grandma’s social securl‘tly then he would
ave saittii,* “Senator, I want you to be generous an fair with grand-
ma, but don’t overdo it, because I have got my obligations today. I
want td educate my. children and I want to pay for my home.”.

In other words, by semantics there has been removed from the whole
front ﬂ_:o-r:tramg; that is applied by the people who feel that they
are paying fvrap o e

' The reason:liow. this has differed, say, from the rivers and harbors

or flood control bill, very simply s this: A particular flood control
rogram does not run on forever. The problem may be there but

1t is approaching solution. ST A

In'the second place, there are man le in the United Statés
who say, “I:am not directly benefited at all. I am willing to be taxed
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reasonably, but if I am taxed too much,” they exort a pressure against
it, and that is what I feel has happened.

I do not want to shut anybody off, but I do not want to either take
the time to get a record on my feeling.

Mr. Conen. My evaluation—of course this is something we have
talkod about for 25 years—is that by stressing the contributions that
the employer and the worker have made, as Senator Douglas has said
you have got a more conservative mechanism in this system than i
you rely on these other factors. L.

Senator Curtis. Yes. Wall now, this is to illustrate the );{)mctical
difference in our approach. When you appeared here in March in
reference to your confirmation, Mr. Cohen, I asked & Elostion, which
is found on page 08 about what (l‘l)ropomon of social security tax-
payers come within these classes, and you replied: H

You mean the 16 million beneficlaries of soclal security, within thege?

Senator Curris. No; 1 am talking about taxpayers,

Mr, Congx. Oh, the contributors,

Senator QukTia. No, I prefer to eall them taxpayers. -

Mr. Congn. [ see.

Senator Curtis. Well now—-

Mr. Conrn. Idid not agres, I just saw.

Senator Curris. You did not agree.

Mr. Conen, I did not agree, 1 just saw.

Senator Curis. All right,

Houre is a clipping somebody sent me, and I usually insist that my
stafl put a date on it, and the paper it comes from, but it is within the
last—it is within since this happened :

TRS8 ExpPLAING HORBE GRAB FoR TaAx Drst

The Internal Revenue Bervice yesterday issued an unusual statement in de-
feuse of its selzure of three horses from an Amish farmer to settie a tax debt.

The IR8 sald the much publicizxed seizure represented an unpleasant and difi-
cult tagk. However, it sald, “YYe have no other choice under the law” when
farmers refuse to pay social security taxes on their self-employment income,

T am not against that. I introduced the first bill in the Co 8 to
extend social security to the self»emi)loyed, but I am against kidding
that if a contribution is taxed and the Government can sell them out
if they do not pay it. o o '

The horses were seired from Valentine Y. Byler of New Wilmington, Pa. ‘The
IRS sald Byler owed $257.78 in social security taxes for 1056 through 1959, -

The tax agency sald “considernble public and press nilsunderstanding exists
over the seizure,” It sald Byler was a member of a “hard core” group of Old
Order. Amish farmers {n l:xed ti;géts uzlt: area wiho have ignored appeals from

pdir B

b ]
church officlals to comply tly with the legal requirements to pay socfal
security taxes. - o SR AL S

The Old Order Amish object fo social security tares becansa of ‘religious con-
git;m, taking the position that such taxen ate insurance premiums rather than
. A R L IETE A TS P

- Well now; I Would like to ask Mr; Myers for sorne figtires, if he will

supply them later, and it will -be satisfactory, beoause 1:do not. want

him to take the time now, about when did the first beneficiary ot the

first groxg of beneficiaries commence to draw from the social security,
from OASI?

Mr. Myxrs. In January 1940,
Senator Curtis. Are there any of those still alive?
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Mr. Mygrs. Ol, yes, I am certain that there are son:e,

Senator Curris. I realize that my question is going to be narrowed
down to a small group, but I want to use it for an illustration.

What I would like to have would be, aud you can snppl{ it, I will
try to state it clearly for the reporter, I would like to have some
figures on a hypothetical case. We will ussume that the man and
wife are of the same age, that he did retire on January 1, 1040,

Mr, Myres, Yes.

Senator Curris. That his wage record was such that he received the
maximum benefit then paid. We will further assume that he has not
worked under covered employment since then,

I want the following information: How many times has his benefit
been mised retroactively—beon raised ; what are his benefits and what
does his wife's benefit amount to now; what is the aggregate of the
two benefits up to, say—what month would be a convenient month?

Mr. Myenrs. Any month up through this month that you would
want, Senator.

Senator Curtis. All right, up through the month of May, 1961,

This is all on the assumption that he started off on the maximum.

Now, I want to know, we have assumed that he has not worked since
then in covered employmont—-I want to know the maximum tax that
he could have pai({ to get this maximum benefit, and the maximum
tax that his employer could have paid.

Then, after you work out that illustration, I would like the same
illustration for the same dates, the same hypothetical case as to tho
man retiring, he and his wife are still living, and so on, with this dif-
ference, that he received the minimum benefit in January 1940, and
howl many times he has been raised; what his pay is now, and the
total,

Senator BenNerT. The minimum tax.

Senator Curtis. Yes, and the minimum tax that he could have paid
to qualify, and the minimum tax that his employer could have paid.
Wasn't it 1950 that we had the so-called new start

Mr. Myers. Inthe 1950 amendments, Senator Curtis,

Senator Curris. Wasn't that also the first time we put the self-
employed in#{

Mr, Myers. That is correct.

Senator Curris. Did that include farmers?

Mr. Myers, No, farmers were brought in by the 1954 amendinents,
effective in 1955,

Senator Curris. Well, when, on what date, would the first bene-
ficiary or group of beneficiaries that were brou%ht in after the passage,
that received benefits after the passage, of the 1950 act, assuming they
were self-employed, and the only wage record they would have would
be self-employment income; and with all the assumptions in these
other two cases, give me both a maximum hypothetical case and a
minimum hypotfletical case, ‘ '
. Mr. Myers, have I left out any factor that is needed.in order to—
- Senator Bennerr. You have to put a date—he will go forward
until May of 19611 : C ¥ '
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Mr. Myegs. Yes.

Senator Curtis. Yes, exactly the same thing,

Mr, Myens. Yes. The latter figures would be for the man who
is in for the minimum time and reaches age 65 at that point, and then
has a wife the same age.

Senator Curtis. Yes.

Mr. Myegrs. And this is to carry the benefits paid up to the present
time. I will furnish the data that you request.

Senator Curris, Yes, and I want the record to show I am not
hostile to thess benefit rnises, and I am certainly one who has always
advocated if our economy can carry the burden of the Social Security
System it should take care of everybody, because certainly the em-
ployer's tax and a lot of tho employees' tax and the self-employed
taxes are borne by the general public, passed on.

But I am anxious to see how far we have gone in accomplishing
the continuously announced objective that this is a contribution sys-
tem that is like insurance, and that everybody pays for his own, and
the reserve represents a profit.

(The information previously requested follows:)

May 20, 1061,
Memorandum from: Robert J. Myers.
Subject : INustrative benefits for suveral “minimum” and “maximum” cases
under the old-age, survivors, and digability insurance system.

This memorandum presents certain dats on benefits and contribntions (or
taxes) for soveral suggested individual cases, In each instance there ls a
“minimum” case and a “maximum’ case, by which is meant sssumptions lnvoly-
fng the mintmum contributions required for an earnings record that produces
the minimum primary benefit and, converscly, the maximum contritutions
required on an earnings record that produces the maximum primary benefit.

Case A relates to an employee attaining age 65 in Januvary 1940, with a wife
the same age, and retiring completely at that time. Both Individuals are
assumed to alive at the end of May 1061, Simllarly, case B relates to a
rolf-employed individual who was first coyered by the program in 190l and
who retired at the earliest possible date—namely, April 1852, The following
material gives the pertinent data in regard to the contributions pald and the
benefits received in various periods and in the aggregate. ) )

Ronger J. MTERS,

Case 4, rctirement in Janwary 1840 :

Maximws | Mintmum
oo case -
Total creditable aMINgS. cooovvvvvmeneenenirrmancnerrocemcnmoscacrcaanesncoonnes $8, 000. 00 300
25101 13 TN U ‘?&w &g
Bmployel taX. .. oeeioceriiiineieiterrasrcerer e e rean censeeas °0. 00 300
Old-are bensfit:
January 1940-August 1950 iL20 10.0
Baptember 19050-August 1952 65 10 20.00
Beptember 1033~ 054 ny u&
ber 1854-Decomber 1058, ug : g
Totad hanehia, Janusty " ®
Oldaps benefits. .. ooeee.eonnnnn. vhesesnnanes U PO u.'m.% 4,877.00
O1d-ape Plas WHR'S DRDPALS. «.cceenriirmrraiincier et rneee e eneeene] 28,000 17,3850
Assumptions: Man and wife attain age 65 in January 1940, n _has no nh;n
after 19890 In either case. For maximum case, covered wagos are $3,000 per year for
1037-80 ; for minimum caee, wages are $50 per quarter for 6 quarters during 1837-30.
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Case B, relirement in April 1052

Meaxtwoum | Minimum
L oape
Tolal oreditable earmnIngs. ..ottt iiiir et iearannen 7, Q00 900
L A T T S 162.(0 1800
Olkd-age Leneft:
il 1953-Au - 5. 00 .00
Plember I08-August 1088 ... ... . iieiiiiiiiiiiereaenes 85.00 25 00
J&pk'mb;f 1OSE-Deoember JOM. ..ottt criireee e l?% ‘% g %
ATUATY 1O B )8, .
Total bgmiu. April 1953-Muy 1961
' 8‘43@ U 10, 7.0 3 N7.00
d-age plus wife'sbenefits......... ... . e sesreereraenen 15,914,10 4.5 %

s s s

-Assumptions; Masnhand wife attain age 63 {n Apr) 1852, Man has selfemployment earnines {n 1851 and
:?‘no{m‘l&?eh year for marximum case and $500 tn sach yesr for minimum case, and ba has no earnings
&r 3 N

Senator Cvnrir, My, Secretarvy, do you not. happen to know, or
¢an you provide us with the number of civil sorvice retirees living now
and the nunber who ave also socinl security beneficinviest |

Secretary Rimicorr, T personally do not heveit. Do you have those
figures?

Senntor Crrris. Could they be supplied

Mr. Myere, There havae bean studies of this subject made in some
recent year, the last 2 or 3 yeams, by the Civil Service Commission,
and wecan get those figures for you,

Senator Corris, All right. I will make my question general, If
You can give us as much, the benefit of a summary of such studies ns
wve been made—m

Seoretary Risicorr. We will try to get it as current as we can,

(The information previously requested follows:)

, M4y 26, 1061,
Maemoranndum {rom : Robert J. Myers.

Bubject: Proportion of civil service retirement annuitants who are receiving
benefits under the old-age, survivors, and disabllity insurance system.

The Clvil 8ervice Commission, several “years ago, made a study that included
data on the proportion of annuitants undor the civil service retircment system
who were also recelving beuefits under the old-age, survivors, and disability
insurance system. This study was published in & committee print of the House
Committee on Post Office and Civil Service, entitled “Report on Civil Service
Annuitants Requested by Committee on Post Office and Civil Service, Houre of
Representatives,” dated March 23, 1058, The statistlcs are on n 10 percent
sample basis and relate to the middle of 1057 und arve in respect to employee
annultants who retired before October 1050 and who reside in the continental
Uilted States. ' .

The total number of employee annunitants of all ages {n the category described
gbove was upﬁmxlmatvly 230,000, Of these, an estimated 59,800 or 28 percent
also received benefits under the old-age, survivorg, nnd digability insurance pro-
gram. The questionnaire was intended to include only primary benecfits (based
on the individual's own earnings), but it appears likely that a number of sur-
vivor bereficiaries were also included. If the comparison is restricted to persons
beyond the minimum retirement sges under the OASDI system at that time
(65 for men and 62 for women), there would be about 170,000 civil service
retirement annuitants involved, of whom about 85 percent were also receiving
OASDI benefita. =~ 0! -1 R ) T
- i e T e T Rougmt J, MyERs,
Senator Corris. A few weeks n%o T went home and called on an old

v

friend of mine past 80 years old, living in an old people’s home, and
I'thought he was looking well,
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I tried to cheer him up, but_he says, “I have.been reading these
l‘mpers, and these dactors are going to have s live to 120 years of age,

am not so far from that now.

~What is the philoso*phi(ml argument, in favor of redycing the re-
prom(;nt age for men from 65 to 62, separate and apart from any cost
itoms

Secrutary Risicorr, I think the problem we have here, is that at the
resent time in many areas of the United States, because of techno-
ogicnl changes, there are groups of people who are being put ont of
work and, as you start to retrain or bring in a new industry, a new
industry will not. hive the older men.

I haye no quarrel with industry on this score, because training is
expensive. :

n secking to build a new establishment and to train people they
have a right to expect that these individuals will be with them for a
substantinl number of years. Consequently, the people in their six-
ties or late fifties avo lindiug great difficulty in finding jobs at the
present time with about 5 million ;)00}310 out of work.

Consequently, since they cannot find a place in the normal Jubor
market, it. is my feeling that they should be given the option to retire
at an earlier age than 65. - ‘

I have seen this, in my own experience as Governor, trying t» bring
new industry into certnin sections of my own State. In talking ta
manufacturers who seek to come in, they are interested in knowing
the figures on the pool of labar in various sge categories,

Certainly, when they find there is a pool of labor in the early thir-
ties, or up to 40 years of age, this is an attractive thing to them be-
cause they know they can put. these people throngh n%mining pro-
gram and are assured of 20 or 25 years of sarvice in their industry,

I bolieye from my experience thpt there would be very few manpu-
facturers coming in with a new industry, a new product and a new
meégod who would start a training program for men at the age of 60
or Lg. Co . o , S .

Since we have this basic problem with us, as our Nation comes out
of a recession, that there are fewer people who are taken back to work
after each succeeding recession, because of technological improve-
ment in means of production. éousequeutly, I think there is a great
prqli»!em we face ns a society with these older people whe cannot find
Wwork. . ‘ Sy L BTN S

Tooking at the other side of it philosaphically T think it is tragia
for many people today forced to vetire at 65, bc;cau_se I know people
who have many, many more gnod years. ' .

Senator Curris. That is what [ was going to ask, . Do we also have
a problem, a social problem, that might even be called an injustice to
people who are forced to retiret :

Sccretary Ripicorr. Personally, I think so. (‘%nhg;y, OWn peysopal
acquaintance I have seén men who, at the age of 62 on ‘Gb*-rﬁﬁté&znm
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1 oompanies, vi  physioally, and mentally, with many, many
rood yenrmfom ‘g)em, ?Ymva seen them come u})‘) to me dm?;n m
terms a8 Governor and say, “Abe, give me something to do. 1 will
do something for the State on a commission or a board. I am not

looking for pay, but I just can't stand idleness.”

I have scen men that I have known with an active life just reduced
to taking a walk with nothing to do, completely disintegrating. I
think it 18 neceesary for a man to work.

I thi(ri\k it is a tragedy for a man, when he has nothing construc-
tive to do.

Senator CurTis. In other words, the problem of the elderly citizen,
as shown by every conference that has been held on that, indicates
that some of the varg' important things to an older person, of course
he has to feel loved, but in addition to that, to feel he is needed, to feel
that he is accomplishing something, that he is making a contribution
to the work of the world, as well as to feel that the details of tasks per-
formed cach day provide an interest and a fassination and a challenge;
isn't that truef

Secretary Risroorr. I subscribe to each and every word that you
have said.

Senator Curtis. Have there been any statistics gathered on the num-
ber of people who may be the victims of a social problem of forced re-
tirement beyond or earlier than physiologically they should be, as
eom{mred to the number who huve to retire early because their par-
t{cu ar })mfe&ion or work goes out of existence due to technological
chan

Soggeu\ Risicorr. We will try to find out whether the Labor De-
partment has ever made a study in the field you are talking about.

You have some comment to make, Mr. Ball? .

Mr. BanL, Senator Curtis, you can appreciate that it is a very
difficult thing to determine whether the individual retired because
he really could not do the job and was partially disabled, or whether
the employer just thought he was or told him he was. And what

gures we have on on this that I am familiar with really are what
you would call self-assessments,

'We have asked our beneficiaries in sample studies why they retired,
and we do have some figures that indicate how many because they
reached a oomi)ulsory retirement age in a company, although they
nevertheless felt able to go on, and how many felt themselves that
they could not work any more. We can throw some light on your
question, but I am sure you would recognize the limitations of self-
nssessment. '-
~ (Thefollowing was later received for the record :)

BeAsoxXs ror RETIREMENRT

"We have no recent information on the reasons why people retire, but five
sample surveys between 1041 and 1951 of retired workers who were old-age and
survivors insurance beneficlaries suggest that at that time relatively few were
forced Into retirement by employers’ compulsory retirement policies.

Following is a table complled from data obtained in the 1051 national survey
of old-age survivors insurance beneficiaries (the latest survey of beneficlaries
that included a question on reasons for retirement) showing the reasons given

L]
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hy old-age Insurance beneficiaries for termination of thelr last covered employ-
ment,

Reason for lerminstion Men Women
Number of beneBdart®. c .o oviinrveeiiiiiniarierirrearererosssssensnces 12.99 2,673
B o L _ l(}f)_g 100.0
Lo LY Y TSP UGG 5.2 68,3
Unahle 60 WorK . .ovoeeivurrerareraurnenncnsseresersasseccosaesnsransocces 4.4 18]
0 anJOY BIRIN. il iiiceiiitriritriraer et e e 3.9 40
TofAnd other WOIK 1. ..o ieiiiiiiiiiiriiersreisesierteiensocaeensanss 4.1 30
Other reasonE b, .. ooieiiinininiccicaratncnoncassroessenssesssonvransonnes 58 1Le
= TR RS T R
b T T T T R AN “s 3.8
Booause of company retiremant poley.. oevevviiiiieiineniranrerensanes 17.6 9.7
Reached company retirenent age......cvveveveeenennn.. Ceerrreneenens 10.0 LY )
Employer thought unabs 1o Work. ... c.oveernnccanrecaseennsvsncres a7 4.1
Other reRsOns ). .. .ovieniuianncaisvecsennsssocasssesosnssrsosennssesnsnns 7”1 2.1

t Part-time, nencovered, or different work,
! Such as being unwilling 1o adjust (o another kind of assigned work or heing needed ot home,
§ Buch as fob discontinued, reduction in force, or employer went out of busines or moved,

Senator Curris. I am older than T was in 1936, There are times
that I have lost sight of that, but I have been compelled to realize the
necessity, so that colors my judgment.

I cannot look objectively upon what I am about to say, but it seems
to me that whether you take the nge 65 or 62 or 70 or whataver it is
that what was considered an aged man or woman, physically and
mentally, a quarter of a century ago, the fact of a particular age has
not been made constant, has it 1

Mr. Bar, No.

Senator Curtis, Isn't the individual who is now 65, in general, in
better physical condition and mental condition than was, perhaps,
the average 65-year-old man and woman 25 years ago?

Secretary Rimsicorr. That is probably so. I think while you and

Senator Dougllas may not agres on tco many things, this is the point
Senator Douglas was making.
Senator Curtis, I have said this before—I made the statement out in
Minneapolis within the last 2 weeks to the National Conference of
Social Workers—X think that the great tragedy in America is that
we have continued assuming that the Nation of today is the same
as the Nation of 25 years ago and, consequently, we have been going
along on all our social and welfare programs on a 25-year-old formula
that may no longer apply, and that if I do nothing else in the job that
I am in at the present time, I intend to restudy every social and
welfare program. }

Now, Interestingly enough, along that line, Mrs. Roosevelt came up
to visit with me 8 weeks ago, and I had the same discussion with her,
and she pointed out to me the fact that many people take these pro-
grams and say, “These are the Roosevelt programs and, therefore, there
18 something sacred about them because they were the Roosevelt pro-

gra'n&" .

70287-—-81——8
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However, she recognizes, and she wrote about a column she would
write, on how thrilled she was at the thought that the Secretary of
Health, Education, and Welfare recognized the fact that the country
has changed, and that the fact that these programs were passed 25
years ago under her husband didn’t mean they were the programs
that must and should continue. I, for one, do not consider that we
should look at every problem as we have looked at it for 25 years,
and I think this is w‘\at you are driving at, there is something to
what you say.

In the process of lcoking at all these programs, I think we have a
duty to look at what you have pointed out. What is the difference
of mankind, what is the difference between man 65 today and as he
was 25 years ago? 'This has to do with all our assistance programs,
and I think basically this has to do with social security.

Senator Curris. What do they call the medical practitioner who
specinlizes in the aged ¥

Mr, Conen. Geriatrician,

Senator Curris. Now, the geriatrician's answer to what is the
|l)mper age for retivement might be quite in conflict with a candidate

or the Senate's definition of what 1s the proper age of retirement,
especially if the contest is close; is that right?

My, Conen. That is correct.

Searetary Rinicorr. That is correct.

,enator Curris. This is one of the Pmln]ems we have to recognize,

Secretary Risicorr. This is one of the problems we must recognize,
but I do not consider this proposal as a political votecatcher for this
reason. I do not think today that a man 62 wants to retire and get a
benefit. It is my humble opinion, from my experience, that the over-
whelming number of people at the age of 62 would much rather have
a job, they weuld much rather have a full week's pay.

The reason this is important is that I respect your commonsense,
sir, as I think you respect mine, and I think that we lock at these
problems the same way:.

But the thing that worries me is that if you go into sections in
West Virginia, if you go into Kentucky, or even go I am sure, in
sections of your own Nebraska, and certain sections of my own
Connecticut, areas completely diverse, you go where there has been
an industry which has moved out, or where there has been a tech-
nological change, and you find that people are thrown out of work,
and many are G0 and 61 and 62. Now, they are in the market com-
peting with men in their 30’s and 40’s,

I have no quarrel with any manufacturer, any employer, coming
in with a new industry who will hire the 30- or 40-year-old man as
against a 60-year-old man. ‘

What do we do with John Jones, age 627 He wants to work.
He realizes, even though he does not want idleness, that he cannot
get a job and not being able to get a job, not being able to compete
with men 25 years his junior, are we going to say to him, “You just
go on general assistance?” ’

I say this: I think it is a proper thing to do to give him the option
of accepting a lower retirement benefit. I do not think that he is
going to cnpriciouslg take this option, because in taking this option he
will get lesser benefits than if he waited until the age of 65. So it
would seem to me that, in doing this, we are not encouraging retire-
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ment. We are giving a man the option himself, and it is my opinion
it will be accepted only after he has exhausted all hope of getting a
job in which he can earn wages.

Senator Cortis. I agree with you that the rank and file of the
people back home have more commonsense than those of us who are
trying to get their vote.

Secretary Risicorr. That is right, L

Senator Curris. My point is that there are some unknown political
factors in here that make this system a political system, and the more
we can do in actual reality to get out the information as to the tygg
of a system it is and what it costs and so on, the more we will
backe(i by a sound publicopinion at home.

I want to thank you, Mr. Secretary. Mr. Bennett wanted mo to
yield to him for a question. I thank you very much,

Senator BexNkrT. When we were talking back there about the ques-
tion of statistics on people who are forced to retire at 65, I would
think the first place to go, the first place to go, let me repeat, would
be a study of the pension plans from private industry which required
retirement at that age, and we can some kind of a pattern on
whother that number is increasing or decreasing, because talkin
out of my own experience, most private pension plans now are gea
or built in to be parallels to the social security system.

Most private pension plans assume a man at retirement is goin
to have so much security and then we are going to supply the dif-
ference within a range and I would be curious to know whether the
trend is for more pension, more private plans to force vetirement at
65, or permit longer service.

Secretary Risrcorr. Interestingly enough, along that line, Senator
Bennett, there is nothing from statistics that I gather here, but fromn
my own yemonal experience.

One of the problems you have is in the executive group in industry
who are forced to retire at 65, to their unhappiness, and one of the
basic reasons why they must retire is the desire of industry to give
an opportunity to younger men to advance into positions of authority
and responsibility and positions of higher earnin

It is not just the man who does la rinﬁ work. It is a cause of
great unhappiness to many executives who are vigorous in their
mental capacity and who are forced to retire.

I think some of the saddest cases are friends of mine whom I have
known for many years who have held large important jobs and whe
then have to retire at 65 because it is a company policy.

Senator BexNerr. I had a college presifent‘ in my office within the
last 2 weeks who reminds me of what a serious problem this is among
educators. He, being president, he is allowed to continue until he is
68, but the rofessors have to go out at 65, and it is interesting to sco
out in the Far West how many colleges are picking up these men that
you threw out of the eastern schools at 65, and give them 4, 5, or 10
years more active work.

Secretary Rinicorr. Itistrue. I think the University of California
Law School has been established as one of the best law schoolss in tha
country *just by hiring retiress.

One of my professors, who was a leading expert in the field of trust
when I graduated from the University of bhicago in 1933, is stil
going full blast at the University of California, and he is an expert.
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There is a special fund which takes thess men, retired at 65, and
rotates them around the country as visiting professors, because they
do have a fantastic store of knowledge. Here again you run up
against a situation of great dissatisfaction on the college level by
aggistnnt and associate professors who cannot advance to professor-
ships.

Senator Ben~err. Senator Curtis reminds me that the collego that
fires & professor at 65, arbitrarily hires another professor at 70 under
this kind of a program.

Senator Curtis, It works out that way.

Senator BENNETT, As long as he did not work for them, he can come
in on an overago basis.

This whole problem of when is a man too old to work is very, very
serious, It is hard to reduce it to statistics.

Secretary Risicorr. Senator Bennett, I think you have put your
finger on a very, very im‘)ortantx point, and we will take it into account
in the studies that we will make on the problem of the aging. When
1 say the problems of the aging, I just do not consider medical eare for
the aged under social security as the only problem. Many of these
Frob\mns wo are going to face as a people are going to take n lot of

hough(ful hardheaded roview to see just where are we going as a
people, and I think that each and every problem that you and Sen-
ator Curtis have raised is a matter of deep concern. I am very pleased
that you are thinking and talking about these problems just as we are
thinking and talking about them. It is going to have to take the
c}c:opcration of all of us to come up with a commonsense program on
this,

Senator Bennerr, There has been only one other thing that has
injected itself into the discussion in the last few minutes, it hag been
in the back of my mind, without being focused.

I have n memory of the early days of social security. I was in
business, heading a business that had 100 or so employees, and I
remember the feeling then was social security will enable us to retire
some of our older employees so that we can hire some of the people
out of the 12 million unemployed that arestill here.

Now, we are here turning to that same philosophy, let us reduce the
age on a voluntary basis so thess people who are unemployed in hard
core or for other reasons, can get out of the labor market, and we can
redu(i'e the number of unemployed statistically as well as hire other

e.
pe?g) social security now going to become one of the devices to solve
the problem of full employment.?

Scl;cretary Riricorr. Keep in mind these people are presently out of
work. ‘

I would say that the question you raise is one of the dilemmas we,
as a society, have to try to solve. It is a fantastic dilemma that a
society such as ours, a_productive, a rich society, which keeps on
raising its standard of living year in and year out, in spite of
temporary recessions, nevertheless yet keeps a permanent unemployed
group that getslarger with the passing years.

If we could solve this problem, I would not worry about these other
side problems.

However, I am concerned about the problem of the older man who
is out of work. We do have this hard fact. What do we do about it?
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I would say this is a practical problem that you and I are faced
with and that we have to wrestle with. What do you do with a man
at the age of 62! I would hope that our society was such that we
could keep him working and we could get him a job, but I am con-
cerned because this man cannot find a job. We estimate that this
provision will cover some 560,000 people. If these 560,000 people
cannot get work, what are we going to do with them?

Are we going to say, “Go on up to your welfare oftices and ask for
& handout,” or are we going to say, “If you cannot get a job and
new industries coming in won't hire f'ou, at least you can have the
option of retiring and getting OASDI benefits.”

Do I have all the answers, Senator? I do not. I am just as con-
cerned about it as you are.

Senator BenNerr, Just let me run off at the imagination for a
minute or two. I have been on this committes during the period
when we put in the disability retirement benefit ut 50. e have now
taken the age limit off. A man can retire for disability at any a
Wae are talking now about optional retirement at 62, and you and I
have been discussing recently its effect, possible effect, on the unem-
ployment situation.

nator Hartke has been proposing for a year or two that this
should be 60. We are now doing it on the basis of reduced benefits
actuarially, still actuarially related to the full benefits,

One of the next possibilities is let us droll) it to 60, let us drop it
to 55, let us drop it to 50, and when you do that, of course, the avail-
nble benefit is so low that we will put a floor under the amount of
reduction the man can take or we will adjust the actuarial basis on
a progressive scale so it won't hit the man quite so hard.

Vhat I am leading up to is, Are we about to step into a situation
where we will say social security is not merely for the benefit of old
age and survivors, our socinl security system must be used as s basis
to provide statistical full employment by taking people off the rollst
Is tl}iis %oing to be used as a basis for solving our unemployment
problem

In individual cases you can say, “Yes, this is a fine thing. Here is
gpe,”he is 62, and he has not worked for 5 ycars. Iet us retire

im,

Fortunately, he has got social security, so we do not need to worry
about him. But here is Bill who is 60, and he is up against the same
thing Joe is, let us take care of him in the same way.

I have been here long enough to see these trends develop, to see how
eagy it is when you get these notch situations, to push your notch
down a little further, and are we going to wipe out. our unemploy-
ment p;‘oble.m by making it, by financing it, under the social security
Bystem

Secretary Risrcorr. I hopenot. Of course, in everything you have
to draw a line.

Senator BexNerr. No matter where you draw the line there is al-
ways somebod{ outside of it.

ecretary Risicorr. This happens. But when you talk about
progressively pushing down the eligibility age, I cannot personally
conceive of a society that could exist with a basic philosophy of hav-
ing everybody retire at 50,
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Frankly, I think people would end up hitting each other over the
heads with baseball bats. I cannot see such a society existing.

Senator BenNerT. I cannot either, and I would hate to be a part
of that society. But let me give you another example that is right
bofore us.

Iast year the Anderson bill in the Senate for medical care started
at 68. The proposal this year is to start at 65. We are now going to
reduce the retirement age of men on an optional basis to nge 62,

How long will it be before we will say that medical care for the a
should be related to the retirement possibilities in the social security
pattarn, and we will have medical care at 621 %

- Mr, Conexn. That is why, Senator, it is good to stress this as a con-
t.ributor{ program. The ultimate sut’egunr( you have against all those
rotentialities 1s that the employer and the employee have to contribute

meet the cost under a program that relatus the total income and
the total outgo.

Senator Bennerr. My idea of contribution is something I myself
take out of my pocket and hand to somebody. It is not, 1t does not
a’pply to what somebody else takes out of my pocket, and I think
this 18 a tax, and I believe the Bureau of Internal Revenue is right.

Mr. Conen. You have to change the law then becauss it says it is the
Federal Insurance Contributions Act.

Senator Curtis. Who told us to do that, Wilbur? I remember the
dag' it happened.

r. Counn, Ithink it wasa good idea, Mr. Curtis.

Senator Courtis. Well, it happened over in the Ways and Means
Committee, and I was there.

Senator Bennerr. We have now reached a point where we have
consumed o lot of time, and the only thing that can save us from ocon-
suming more is the fact that we are approaching lunchtime.

Senator Hartee (presiding). Let me say to you, Mr. Secretary,
that I have always thought of you ag being a practical humanitarian,
and I think I can share with my distinguished colleague from Ne-
braska his admiration for you.

I have to admit that I am rather pleasingly surprised at the area
in which you find common ground here today. This is rather un-
usual, to say the least.

I am also interested in something else. The so-called, what I would
designate, the Chairman Byrd-Secretary Ribicoff /-year plan, which
was enunciated today, I just wonder whether I unders everything
as yousaid it. Ihoped I might have a clarification.

ou believe then that the social security program, as far as coverag
in all of its aspects today, has practically reached its maximum, 18
that rightt .

Secretary Risicorr. I would say, frankly, we are %)groaching it on
the basis of where we are today in relation to the $4,800 earnings base.
To me it would seem that the big unresolved piece in social security
is the health care for the . I believe deeply that health care for
the aged should come under social security, and' I hope that even
Senator Bennett and Senator Curtis will realize that this is much
more conservative than the Kerr-Mills bill. It is difficult for me to
understand how a conservative can be for the Kerr-Mills bill as against
social security.
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Senator Bex~err. This is the same problem we are having with Mr.
Cohen, whether it is a contribution or whether it is a tax, These are
semantics.

. Secretary Risroorr. Well, I do not care; you can call it whatever
you want, if you will support the bill, [Laug\\tar.]]

But I do think that there is a ‘)oint beyond which you do not go
and, to me, I am talking personally, I would say that when you ap-
groach 10 porcent of payroll you are about reaching the maximum,

enator Hartke.

However, I do think that improvements in it will come through a
realistic raising of the earning basa.

I think today $4,800 is not a realistic earning base, but 1 do think
within those limits you are fast approaching the maximum tax.
would say in regard to the question Senator Bennett raised about
lowering the rotirement age to 50, if I had advocated that I would
resign; I mean, there are just certain things I do not philosophically
go along with,

Senator Harrke. Yes, I understanc! what you mean, and I think
I understood what you said a while ago about the world markets and
the flow of gold, and concerned about. the long-range eflect upon the
tax and, as I understand your background and your reputation, you
are also concerned with people.

Secretary Rimicorr, Isurely am. ‘

Senator HarTkr. We cannot lose sight of the fact that there are
people, and they cannot just be treated as just so many nuts and bolts;
18n't that truet

Secretary Rinicorr. Well, I would say so, definitely. In thinking
about people you have to think constructively,

I am against thinking about people just in terms of giving them
something. I am thinking about rehabilitation. If a person is crip-
pled and cannot work, put him in a position so that he can work
instead of giving him money.

I ain worried about the aid~to-dei>endm\t-children program becauss
I fear there will be many cases where the children are going to be
like their parents, and also become public charges.

I want, under that program, to make sure that the children are
solf-respecting earners. I am for taking care of those people who,
through no fault of their own, society cannot absorb or who have
problems. -I think this becomes a problem for society.

I think the general welfare clause is a great assot. I think social
programs are a necessity in a free society, I think it is one of the

test dams we have against the advancement of alien ideologies.

I do not think that because you believe that thers is a limit you are
not & humanitarian, and I do not believe that if you are & humani-
tarian that means you are a radical,

I think you have to approach these problems in a constructive way.
I think certain social programs can have a bad effect on society as
well as the lack of any socinl programs would have & bad effect on
society. :

Sensz;tm' Harrke. Let us take those just specifically, Mr, Secretary.
Do you believe that the present earning limitation which is applica-
ble now to wage earners and not to any people on investment return
isa fair system at the moment{
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Secretary Rinrcorr. No. I believe some chang:e may be desirable.

Senator Harrke. Do you propose, and do you believe, that the earn-
ings limitation should either be raised or removed or do you think
that an earninFs limitation should be placed upon individuals who
are receiving their social security benefits and still receiving invest-
ment return, that they should be imposedt In other words, you have
two alternatives. If you are going to make them wqual——

Secretary Rinicorr. This 18 very interesting, because in different
way(s}nSenator Douglas, you and, I believe, Senator Bennett and Sena-
tor Curtis are hlu,m;({l at the same problem, even though I think the
three approaches are different. S
- The problem that I face in this is the cost, the cost of what you
would advocute.

In other words, your thought is to let a man at the age of 65 draw
his bénefits and continue working. .

Senator Harrke, Now, I am not asking what my thoughts are. I
am asking what the Secretary’s thoughts are.

. Secretary Rmrcorr. Weil, my thoughts—- ‘

Senator Harrxe. Because this, you see, Mr. Secretary, has to ba
taken within the framework of the so-called Byrd-Ribicoff 7-year
plan; you cannot ignore this. I mean, you cannot ignore the problem
and say that we are only going to deal with cost and just ignore the
problem. That does not elimingte the problem.

Secretdary Rieicorr. No; it does not eliminate the problem, but I
would say that cost of the solution has definte bearing on how you
would solve the problem. :

" Senator Harrxe. I with that, ,

Secretary Risrcorr. In other words, there are a lot of things all of
s would like to do but, I believe, by the very necessity of our society
we are limited in what we can do. :

I do not think you can always translate everybody’s wish into
actuality because you could hurt a society by doing so. :

Senator Hartke, I think you have to weigh each and every one of
thess things.:

Senator HArTrE. Let me say this to you, and I do not want to go
into great detail, but I am going to you six specific points here
today in line with this philosophy. The No. 1 point is whether or
not the present earning limitation should be maintained either par-
tially, totally—I mean as it is today—or removed, or whether in the
alternative a third alternative wounld be to impose upon those who
are not wage earners, but u%on investment recipients—— B

Secretary Rrercorr. I think you are tallang about two different
things. I mean—- , .

Senator Harter. I do not want to confuse you. I do not want to
confuse you. Let me just take it one step at a time. Do you believe
that the present earnings limitation should be retained in its present
form or in a modified form#

Secretary Risroorr. Personally I would like to see it changed.

Senator HarTre. All right. :

Then comes the problem as to how much it is going to be changed
and what modification iy it going to take, )
* Secretary Risrcorr. Thatis right. :

Senator Harrke. And in this, of course, there is a cost ultimately
which has to be considered.
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Secreta{z Rusicorr. I do think on the ?uest.iqn of b{}lmoe you have
to weigh the general impact on oyr social and ecanomi¢ fabric.

Now, if you would say to do this would get us up angther 1 or 1

reent (:;ft payroll, depending an how-much you want to go, I wou

against it. C

If you would say you would like to do @ amount, and I think this
oould be done by a realistic earnings base for tax purposes of $5,400,
I think I would go alogmo% on part of it.” But if you would say egg
the earnings base at $4,800 and raise the tax another 1 percent, I wou
sagno, again because o} balance. . ,

senator Harrke. All right. Let me ask you, do you feel that the
present disability provision really provides the protection in the type
of aid which is necessary for what is really not a Fermanent disability,
1 mean permanent. disu'!)ilit%_ having lost its real meaning today, but
Jet us sa¥ a long-term disability ; do you feel that it is adequate at the
moment ‘

Secretary Rimicorr. Well, I would say this: We advocated the Presi-
dent’s position, and yet it met very, very strong opposition in the House
in the Ways and Means Committee and, consequently, since successful
politics is the art of the possible, we went along with the House's point
of view, and because of this we had the overwhelming support of the
Ways and Means Committee on both sides, and the overwhelmin
support of the Congress on both sides. I hope I am a practi
Secretary. |

Senator Harrrn., Well, let me say how many new people were
brought in under the disability provisions last yeart \

Mr. Conen. Under thoage of 501

Senator HarTke. The age removal provision; yes.

Mr. Conen. Mr. Myers says about 200,000,

Senator Hartrr. 200,000, ,

Do you have any estimate as to the number which wonld have been
included if it had been modified as proposed by the President now?
~ Mr, Conen. I think 85,000 more would have been brought in under
the President’s “gropoml in the first 12 months, It would increase
somowhat, I think, after that. o

Senator Harree. All right. Let me ask you, Mr. Secmtarly, do you
believe the present provisions which are applicable to the blind tend
to encourage self-respecting blind individuals to provide for them-
selves? Do you not believe that more liberalization as far as the blind
recipients are concerned is necessary t ,‘ o T

Secretary Risroorr. I will be frank with you, this is the firsé time
the question of the blind has been put to me. I have not studied that;
I have not studied it at all. o -

{$enator Harrre. I am sorry. I did bring it up at the last session
and I intend to bring it up in this one in the new hill. o

Secretary Rmrcorr. It has hot been put up to me, but if I knew
what you had in mind I would be glad to comment onit. If you would
submit it to me I would certainly give you my personal comments on it.

Senator Harmxe. Senator Douglas raised the question of increasing
the benefits afier the age of 65, ould this not increase costs?

Secretary Ribrcorr. Yes; it would, and I think Senator Douglas
had a point. The point I raised with Senator Douglas was the
ii\creased costs. I do not know whether you were here when I gave

16 aNSWer,
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Senator Harrre. Yes; T was here, and I just wonder how it fits
into this formula when it hits the topt

Secretary Risicorp. It is a question of balance. I think there is a
limit on what society can stand, and I think there is always a line
beyond which you would get resistance even from the recipients.
Because some social security 18 good, that does not mean that every con-
ceivable concept of socinl security is good, I mean, from the overall
point of view.

Senator Harrre. That is what I am trying to get down to, specifics,
and that is what I am going into, why T am going into just the six
areasonly.

Secretary Rinicorr. Yes,

Senator Harrke, Tho other one ig, do you believe the coverage to-
day issufficient? In other words, do you anticipate during the 7 years
there possibly would be in the realm of reason an increased coveragef,

Sccretary Rinicorr. You mean the number of people who should
comeintoit?

Senator Harrre, That is right.

Secretary Risicorr. Well, you have got almost everybody now ex-
cept the medical profession, and I wouﬁi say that it is my belief that
a majority of the doctors would like to come in, but again the AMA
opposes it, Anything that has to do with social security is anathema
to the American Medical Association. But I do not think it reflects the
thinking of the individual doctors, many of whom would like such
protection.

In some polls that have been taken, there are indications that this is
the sentiment of doctors. But the AMA wields a rather heavy hand
against it. Then you have other groups under Federal retirement
programs,

enator Harrre. Do you feel the present increase which is proposed
to $40 minimum will be sufticient for the next 7-year period ?
) Secretar{' Rinicorr. No, We were for $43, and I would say, keep-
ing in mind always the reservation I made to Senator Byrd which is in
the record, that as earnings go up, I do believe that you will have the
earnings base Foinghup, and out of the savings from the increased base
many of the things that you have in mind, Senator Hartke, could be
financed.

In other words, I would not object today, because I think it would
be fair, to go up to $5,400; and if you went up to $5,400, that would
bring in an extra $1 billion, the net effect of which is about the equiva-
lent of n quarter of a percent, and many of the things that I think are
good and proper could be done,

Senator Harrke. My distinguished colleague from Utah said so
long as the wheels keep on going—TI personally feel that not alone are
the American wheels going to keep on going, but they are going to
faster and faster and greater and greater. I have no fear of the fu-
ture, but I am afraid that some of the thinking which is evidence in
some of these social security hearings every year has indicated that we
reached our zenith 25 years ago, and wo are trying to hold the ground
where we have been and, frnn‘i:ly, I took with just a little grain of salt
the prciposal and the agreement that we had of a top limitation here,
which I possibly misinterpreted, there would be a top on any amount at
$5,400 or at $4,800 basic earning or percentage.
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Secretary Ribicorr. No. As our wage rates go up, aund if our
economy keeps ix(x)gothat way, there may come a time when you go
from $5,400 to $6,000. But I think you are going to have a ve
diflicult time having social securit?' taxes or contributions, as you will,
above 10 percent, b percent on the employee and 5 percent on the
employer. Thisis my personal reaction.

Senutor Hakrke. Just for the sake of clarification, I did not un-
derstand you to say that you understand that social security pro-
g_r(zluns nqre one of the main tools for the reduction of unemployment,

id you

Secretary Rinicorr. No; I did not accept that at all. I was talk-
ing about a specific problem we have, which, in my opinion, justifies
doing this, 1 did not accopt that at all.

Senator IHarrkr, We have the spawning today of new problems
of unemployment among our young people very rapidly expanding.

Secretary Rinsrcorr, This is one of the problems that our Depart-
ment and the Labor Department will be cooperating on in the days
ahead, the training of these young people so they can get jobs.

Senator Harrke. In the testimony which was submitted here yes-
terday by Mr. Adams from the National Association of Life Under-
writers, he made this statement, that although we are sure that the
committee will check it further, that such increased social securit
benefits as theso individuals would receive under this bill would ten
to be offset, and properly so, by a corresponding reduction in their
public assistance benefits.

If this is true, then it is obvious that these individuals would wind
up with about the same amount of purchasing power as they now
have, and thus would not be in any better position than the present
to give impetus to the economic recovery progran.

Mr. Barn., Senator Hartke, in the first 12 months, the House bill
would result in about $780 million more in benefits. In relation to
the point that Mr. Adams is making there, our estimate is that there
would be an offset of about $52 milﬁon in public assistance, counting
both State and Federal funds, and assuming that there is a complete
offset in public assistance for every dollar of increased benefits in the
insurance program.

Senator IIarTrE. Let us come back to the basic philosophy though.
Assuming this is true, wouldn't this be a good thing for society

Secretary Risicorr. That is correct; there is no question.

Senator Hartke. And remove the cost from the General Treasury
and place it on a taxing or contribution system

Secretary Risrcorr. To me it is an amazing thing how conserva-
tive groups, for narrow reasons, make arguments that conservatives
should not make. I am rather surprised and shocked that any con-
servative would be advocating a system of public assistance or wel-
fare as against contributions by the recipient, because I would say
the latter is a conservative approach, and the other is certainly any-
thing but conservative.

Senator Harrke. I might say to you, Mr. Secretary, I do plan to
introduce this amendment of mine in the committee, which I sub-
mitted last year, to remove the earnings limitation wjxich I think is
a gross in{ustice and discrimination against wage earners in favor
of those who receive benefits from investments,
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.. T think they should be treated ¢qually, and I eee no reason why the

&v&‘ ghould not be equal to all of them, and I intend to pursue that
 the

‘highest possible figure in the avent that the Department opposes
it any 3&00 j ng the ﬁune, so I just thought thatxi would put you
on notice on that,

I also intend to take it to the floor, I will take it there as long as

can. Maybe I cannot last the 7 years, but I will try to last; I can
1ast the 8 years, the next 8 years. _

_ Becretary Rmtcorr. I think Senator Byrd may be a lot more op-
timistic than I am myself.
~ Senator HARTEE. | am very optimistic about your 7 years. I have
no further questions. ,

I want to thank you.

The Senator from Nebraska.

Senator Curris. No; I think not.

_ I might say, Mr. Secretary, that the history of the social security
legislation will indicate that some of us who ho%ed and aspired to be
conservatjves have always felt that our aged problem should be solved
under title 2 of the Social Security Act rather than old-age assistance,
and I was very much interested in your colloquy with Senator Hartke,
That isall. : ‘

Senator Harrke, I thank you gentlemen for coming and taking so
much of your time, but I hope this proved fruitful to you.
. Secretary Rmicorr. Thankyou.

Senator Hartke. Gentlemen, we are now at 20 until 1, and the
chairman of the committee is on the floor due to the fact that the
calendar is being called on some bills having to do with the Finance
Committeo.

\Wa have three more witnesses who are scheduled, and I hope we
can in Food conscience finish these witnesses by 1 o'clock. I ho[]m
you will keep this in mind, because if we do not, why, you probably
are 1going to prohibit somebody from submitting his testimony today.

‘Mr. Cruikshank, AFL-CIO. . |

'Will you please identify the parties with you, Mr. Cruikshank, for
the purpose of the record, and I would like to say that we are de]igi\ted
to have you here, inasmuch as you are another authority in the field
of social security. . )

STATEMENT OF NELSON H. CRUIKSHANK, DIRECTOR, DEPART-

" MENT OF SOCIAL SECURITY, ACCOMPANIED BY MRS, KATHERINE
ELLICKSON, ASSISTANT DIRECTOR, AND LEONARD LESSER, DI-
RECTOR OF SOCIAL SECURITY ACTIVITIES, INDUSTRIAL UNION
DEPARTMENT, AFL-CIO .

Mr. CruiksuaNk. Thank iou, Mr. Chairman. I will try to keep
in mind and do my best to keep in mind your injunction about the
time. I guess we get hungry, too.

For the record, my name 15 Nelson H. Cruikshark, and I am dirvector
of the Department of Social Security of the American Federation
of Labor and CIO, and )}1& office is at the headquarters of the AFL~
CIO, at 815 16th Street NW., Washington, D.C. . L

1 am accompanied by Mrs. Katherine Ellickson, assistant director
of our department of social security. I was to be accompanied by
Mr. Andrew J. Biemiller but who, on account of illness, coull not be
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here, and another member of his stafl had to pinch-hit. He could
not be with us, but I am accompanied by Mr. Leonand Lesser, director
of social security activities ofl the Industrial Union Department of
the AFL-CIO.

We are representing the AFL~CIO and urge that you recommend
the House bill, H.R, 6027, for early enactment.

We apprecinte the up{)orluuity to present our views before this
committee, and we are glad to cooperate with the commitice's desire
to keep the hearings short so that this much-needed legislation may
be speedily enacted.

A :d Chairman, if my statement in whole can be inserted in the
record——

Senator Harrke, Without objection, the entire statement will be
made a part of the record, and you may make some comments as you
care to. :

Mr. CruiksHANK. Yes, sir.,

: So I will try to summarize briefly the points that we are making
1ere, :

First, we were very pleased at the President's messago recommend-
ing the five liberalizations in the old-age, survivors, and disability
insurance, and we felt they were, on analysis, consistent with the ob-
jectives of the AFL~CIO as set forth repeatedly in our convention
resolutions,

Our last convention which met in 1959 passed a resolution covering
many aspects of. this, and I should also like to insert the entire text
of that resolution in the record at this point. :

(The document referred to follows :S,O

ResOLUTIOR No. 188.—Soc1AL Secuniry, OLD-AGR, BURVIVORS, AXD DIsaApILITY
INSURARCE

Unanimously adopted bv the Third Constitutional Convention, AFIL-~OIO0, 8an
h Fru zcigco. Calit,, 8eptember 17-23, 1059

As it approaches its 25th anniversary, our basic goclal insurance program is
providing benefits to an ever-larger nutmber of people and conforming to sound
financlal principles. Old-age, survivors, and disabllity benefits now go each’
month to nearly 18 million people, and most Americans are contributing regu-
larly 80 that they may have this form of soclal insurance,

The improvement most urgently needed today is the addition of payment for
selocted health costs of the aged and other beneficiaries, as proposed in the
Forand -bill, H.R, 4700. It would assist them to get good health care without
using up their savings or undergoing a means test. N -

Commercjal insurance is unavailable to most older people, is very expeasive,
and iimited in éxtent. Blue Cross and Blue Shield can be of use to only a small.
fraction of our older ¢itizens, o . .o

_ The proposed addition of Federal health benefits to the old-age, survivors, and
disabllity Insurance system i8 entirely practical. 1t would not only save millions
of familles from anxlety, financial bankruptcy, and needtess suffering, but it would
also relieve the financial difficulties now threatening many hospitals and welfare
agencies, both private and public.

The proposals for Federal health benefits made by the Forand bill have now
been the subject of special study of the Departinent of Health, Education, and
Welfare. Although the Eigenhower administration testified against such benefits,
the Secretary of Health, Education, and Welfare in no way suggested that they
could not be administered effectively. '

Support for such benefits was presented to the Ways and Meauns Cominittee by .
important professional groups as well as labor and farm organizations. Never-
theless the American Medical Aa;oclauon continues to oppose the bill bitterly
exaggerating its cost, distorting Its effects, and denylng its necessity. These
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are the same arguments that were used in 1056 against disabllity benefits and
that hare since been exploded by actual experlience.

In spite of the substantial benefit increases included in the 1038 amendments
to the Bocial 8ecurity Act, present benefits are still inadequate. For low-income
groups, they are pitifully amall; for persons with high incomes, amounts are
far below earnings. Many people still find themselves denfed payments because
of the law's exclusions or because of overstrict administration of disability
provisions : Therefore be it

Resolved, That we again call for continued development of the old-age sur-
vivors, and disabllity insurance system to provide more adequate benefits, to
cover more people, especially those not under any form of social insurance, and
to glve protection against short-term as well as long-term disability.

We urge the House of Representatives to move swiftly to add Federal health
benefits for OASDI beneficiarles so that the Senate likewlse will have time to
approve thig essential ppogram in 1060, The Forand bill, H.R. 4700, provides a
constructive basis through which the OASDI trust funds and contributions can
be used to pay the costs of hospitalization and relaied typea of health care for
the aged and other beneficiaries. Through encouraging prompt preventive treat-
ment, good quality of care, and speedy rehabllitation, a new program along these
lines can remove one of the most serlous causes of jusecurity and suffering
among our aged citizens and at the same time encourage constructive develop-
1meuts in health care,

We urge Coungress likewise to enact other essential amendments to the S8oclal
Becurity Act so as to achleve benefit adequacy and comprehensive protection.
We call attention especlally to amendments previously endorsed by organized
labor, such as raising the earnings celling in line with rising wage levels,
authorizing the dropout of additional years so that benefita are computed on
the average of not more than 8 years of highest carnings, paying disability
benefits before age 50, permitting women to receive regular benefits at age 690,
and increasing the primary benefit for each yoar of continued employment past 65.

We reaffirm our provious position that men under age 63 who cannot work or
cannot find steady employment should be protected through more liberal
provisions in regard to disability insurance and through extended unemployment
benefits. Such measures are sounder than reduction of the retirement age for all
men to 60, which would be a great expense to the trust fund.

We urge persons who are supporting repeal of the retirement test, instead to
Join us in seeking amendments that will add health benefits and raige monthly
amounts for the great majority of the aged who are unable to earn more than
the §1,200 a year now permitted.

We welcome the recent report of the Advisory Councll on Financing upholding
the soundness of the financial basis of the system. We support continuation of
the policy of providing adequate contributionas to support the system, knowing
that soclal Insurance is the most economical and fairest approach to providing
payments as a matter of right to replace lost earnings.

Mr. CruiksHaNk. I do not know whether the reporter has a copy,
but it is right there, sir, a copy of the resolution.

Senator Harrre. It will be inserted in the record. :

Mr. CrurksHank. I do not believe it is attached, but if it is not,
here is the full text. ‘

Now, we realize it has been nearly 2 years since this convention ac-
tion, and there are a number of changes in the situation that have oc-
curred. We are glad that one of our major recommendations, namely,
the removal of gle age 50 for disability benefits, was adopted by
Congress so that part of the resolution is obsolete.

The testimony also calls attention to the February 23, 1961, action
of the executive council of the AFL~CIO, which ran specifically to the
President’s recommendations, :

They point out, too, in this statement, they point out two of the pro-
visions which they felt merited speciai support, namely, the increase
of the widow’s benefit from 75 to 85 percent of her husband’s benefit,
and the proposal to pay benefits for extended disability after 6 months.

Now, we feel that while there are signs of our pu]ling out of this
recession, that speedy action is needed. We are taking the position we
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are with respect to this particular proposal largely on the basis that
it was presented by the President, that it is geared to the present
emergency.

. There are many provisions of social security we would like to con-
sider and have this committes consider at the appropriate time. Wa
are willing to postpone those and suprort the present bill in the form
the House passed 1t because we feel that while it does not meet all of
our objectives, there is nothing basically wrong with it, and it will be
a long way toward meeting very urgent needs.

This is especially true with respect to the widow's benefits. The
increase from 75 to 8214 percent, while it does not go as far as the
President’s recommendation is important.

Woe would hope that the whole amount originally requested might
be rvestored, that we go to the full 85 percent. «

Now, in our t@timongowe point out that we are not at this time call-
ing for improvements beyond those of the emergency nature, but we
have submitted a number of considerations, & number of them, inci-
dentally, running right to the points which grou have been discussin
with the previous witnesses, the Secretary of Health, Education, anc
Welfare, and we are not calling for action on those points now, but
we do emphasize here the fact that the Congress has been very wise
in never taking in the history of social security legislation actions as
if they were in a vacuum. »

They may be emergom;?' action such as that one now pm,;)o. but
Congress is wiss in considering even exuergenct);enctions in the light of
their long-run bearing on the welfare of the beneficiaries, both pres-
ent and future contemplated beneficiaries and their effect on the sound-
ness of tha system.

The reason why, for example, we feal it is simrly not wise to pay
those benefits out of the reserve fund which could be done, but the
financing provisions are put even in emergency action of this kind so
that the actuarial soundness of the system is maintained with respect
to emergency action. |

'Now, there was much discussion here, and we deal with it at some
length, and we hope the committes will in their considorations of this
measure, and take that into full account. We make & fairly long dis-
cussion of the bearing of the $4,800 wage base ceiling and its effect
on the long-run aspects the system. - '

~ We show hayw this rather artificial ceiling—it is artificial now, and
rather arbitarary—it is hard to find any rationale at the time, at the
present time, for setting a $4,800 increase, but this artificial ceiling, an
arbitrary ceiling, on the wwage base on which both income and benefits
are based, has a bearing upon the wage related nature of our system,
and table I on top of page 4 shows that after the $400 top increase or
the $400 earnings level, the benefits are frozen at that level, so that
the relationship of the benefits to earnings falls off sharply after
that, and we point out also how the House bill would increase geneﬁts
at the lowest end of the scale to 80 percent without improving the
other ratios, and we are simply calling attention of the committee and
the Congress to the fact-that this does have a significant bearing on
the long-run operation of the system.

We are also commenting on this last point that was discussed, that
the raising of the minimum benefit, if it 1s designed really to help poor
people rather than to relieve the burden of other taxpayers, the public.
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assistance program should be strengthened in a manner that will
assure actually and, in fact, more adequate standards for persons who
must tarn to it as a Jast resort.

We comment further, beginning at the bottom of page 4 ~f our typed
statement, on the ezrnings base ceiling, and show how it has lagged
behind the rise in wages that has taken place over the period in which
the S{Jz;tem has been in effect.

Table 2 for example, shows the proportion of wages in covered
em(l:loyment that is not now taxed because of this arbitrary limit,
and you will notice that it be‘Fina to increase sharply there with 1955
when the carnings base, in effect, was $4,200, and only 50 percent or
as much as 50 percent, compared to less than six percent of wages
that were not taxed when the system began, and that it has risen
fairly steadily except. for a dip in 1959 when the base was increased to
$4,800, to now 59 percent, close to four-fifths, close to three-fifths of
the wages in covered employment, not being taxed, and are not used
then as a basis of benefit computation either,

So we conclude that this earnings base is really outdated, and we
trust that while we are not calling for a change in it at this time
important as it is, let us get this emergency legislation through and
get these benefits out to the people as a part of helping get increasing
purchasing powei to help lift us out of the recession,

Table 3, we think, is a very important Fresenmtion of the impor-
tant fact as it sets forth the percentage of total earnings in covered
work in excess of the earnings base, and, therefore, not taxable.

It runs to the same point that table 2 does, that illustrates in
another facet and another way.

When we started we taxed practically all earnings. 'We were just
really exempting those at the very top. Now we are not taxing the
more significant portions of the earnings, so that I say the 4,800
increase now has a historical basis, but 1t does not really have a
rational basis at the present time. o

We cite the fact that criticisms have been made that the social
security tax is regressive because the wage base ceiling exempts part
of the earnings of the better-paid people. o

Well now, to the extent that that is true, it can be corrected not
by departing from the social insurance principle but by lifting the
arbitrary cel mé and moving it u[} to removing these limits, and as’
the Advisory Council on Social Insurdnce Financing reported in
1959, the statutory council that reviewed this, made-up of business-
men, labor people, and fiscal experts, pointed out, there is an element
of progressivity in the social security tax, and that element of pro-
Emmxvgty is improved and enhanced every time you raise the wage-

ase ceiling. . :

So_the argument against the regressive nature, so-called, of the
social securltgotnx is one that can readily be corrected.

We _talk about the timing of the contribution increase. In the
President’s message lLie recommended that the tax increase become
effective in 1963 rather than 1962, L .

Now, we would hope that this could be.restored, and we feel that
as long as specific provisions for raunn%the NECeSSATY TEVENUES. Are
included in the bill, such a postponement would represent no departure
from the congressional precedents as to assuring the actuarial sound-
niess of the system. ‘
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That is, to be sound it does not have to go into effect just this year.

We have from the very beginning had a scale of contribution rates,
tax rates, that are stepped In a matter of time, and as long as the
actuarial balance is maintained it is not necessary to put in those
tax increases as of this year, . L

We believe that geared to emergency legislation of this kind, that
it was appropriate not only to get out an immediate payment of
benefits but alto to postpone the increased tax.

So we think it would be consistent. with the objectives of the
entire measure to restore that provision, )

Now, in conclusion we just note that the hearings are now set in
the House for the addition of health benefits for the aged and, as
Secretary Ribicoff said, any of these provisions have to be considered
in terms of all of the necessary Fmvisionsrtl'mt are so badyly needed,
and wo only wish to point out from our point of view thess are the
most urgent and nocessary changes in social security, and we are
snpportm% this proposed measure now, but taking fully into account
the fact that we are also urging the addition of health care pro-
tection for older people under the social security system, and we
hope to be back here at & later date to urge and to present our reasons
for the support of that legislation.

That sir, is a brief summary of the statement which I would hope
your committee will have time to study in more detail.

Senator HarTkEe. Thank you, Mr, Cruikshank. I have no questions,
I want to thank you for coming. We will be delighted by your com-

in, , .
m‘i{r. CruigsHaNK. Thank youw : N
(The prepared statement of Mr. Cruikshank follows:)

S7rATEMENT O NELSON H, CRUIXKSHANK, DIRpoToR, DEPARTMENT? OF BoCYAL SpoU.
»rrY, AFL-CIO, 1x Burrort or H.R, 6027 PROVIDING IMPROVEMENTS IN OLD-AGR,
BURVIVORS, AND DISABILITY INSURANCE :

My name is Nelson H. Crulkshank and I am director of the Department of
Social S8ecurity of the American Federation of Labor and Congress of Industrial
Orgenizations. My office Is at the headquarters of the AFL~CIO, 8105 16th Street
NW., Washington, D.C. : .

I am meccompanied by Mrs. Katherine Ellickson, assistant director- of our
Department of 8oclal Security ; Mr, Andrew J. Biemiller, director of the AFL~
Cl10 Legislative Department ; and Mr. Leonard Lesser, director of S8ocial Security-
Activities of the Industrial Union Department of the AFL~CIO.

We are representing the AFL~CIO to urge that you recommend the House
bill, H.R. 6027, for early enactment. We appreciate the opportunity to present
our views before this committee, and we are glad to cooperate with the com-
mittee's desire to keep the hearings short so that this much-needed legisiation:
may be speedily enacted. C

- A¥1~COT0 OBIBOTIVES

The AFL~OIO welcomed President Kennedy's measage of ¥ebruary 2 recom-
mending five iiberalizations in old-age, survivors, and disability insurapce, to
become effective April 1, a8 8 way of meeting presaing social needs and providing
an urgently needed stimulus to the economy. The President’s proposals were
consistent with the objectives of the AFL~CIO as set forth repeatedly in conven.
tion resolutions. Qur Jast convention, in 1059, again called for continued devel-
opmentofthenm-og. uirvivars, and disabllity insurance system to provide more
adeguate bensfits, ey more people, especially those not under any form of
miﬁtguum, and tg give protection aghinst short-term as well as long-term

For the information of the committee, I would like to have the full text of our
1959 resolution on old-age, survivors, and disabllity insurance included in the
record at the conclusion of my statement, :

70287—61—89
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It has been pearly 2 years since that convention action, and certain changes
in the legislation sftuation have, of course, occurred. We are gratified that
our objective of removing the limitation of the disability prograin to age 60 has
been attained,

The AFIL~CIO Executive Councll, which acts between conventions on policy
issues, last February 23 commented on the President's proposals, incorporated
in his economic program. The council stated :

*0Of the Presldent's proposed changes in the OARDI syatem, two especially merit
support both for humanitarian reasons and to add to the purchasing power of
the Nation, The increase in the amount of the widow's benefit from 75 percent
to 85 percent of ber husband's benefit would bring fmmediate, substantial aid
to nearly 1.5 million individuals for whom the goclal security system and private
pension plans are especlally inndeguate.

“The proposal to pay beuvefits for extended disability after 6 wonths rather
than on the basis of the present very stringent definitions of disability would
make the program far less complicated in administration as well as extending
henefita to some 85,000 of the disabled and their dependents.

“We believe, further, that the present §74 per month average retirement henefit
s groasly inadequate and that not only the minimum but the general level of
benefits should now be ralsed both to provide more adequately for the necds of
retired workers and to make a larger contribution to the purchasing power
needed for recovery. Increases in benefits can be flnanced in large part by
ralsing the celling on taxable wages above the present $4,800.
© “Furthermore, we urge these long overdue henefit improvements not be per-
mitted to delay early action to meet the imperative need for medical care tor the
aged under the soclal security system."

Despite signa of mild economic improvement, speedy action along the lines
recommended by the President and endorsed by our executive council is still
urgent. Roughly 7.7 million more jobs are needed just to reduce unemployment
to a 4.percent rate by the end of this year. No prospects for joh-creating eco-
nomlic activity of this magnitude are in sight.

Because of the urgency of the need and because the objectives of the House-
passed bill (H.R. 6027) are consistent with those supported by the AFIL-CIO,
we urge the specedy enactment of this measure. There are, you will note, a num-
ber of more baslec and far-reaching linprovements in the social security program
which the resolution passed by our convention calls for. This resolution, how-
ever, was not geared to the specific and limited needs of a recession period. It is
for this reason that we urge now the adoption of the more limited improvements
provided in H.R. 6027 and agree to the postponement of consideration of the
more far-reaching proposals which we and othera support.

WIDOW'S BENEFIT

The increase in the amount of the widow's benefit from 78 percent to 8214
percent would be of immediate advantage to more than 1% million aged women.
As of December 81, 1060, the average widow's benefit was not quite $38 a month.
Thirteen percent of the widows received only $383 or under, and 20 percent received
less than $40 a month. Moreover, relatively few private peL.ion plans make
anything like adequate provision for widows, and many have none at sll. We
would prefer that widows be paid 100 percent of the primary benefit amount,
but we realize that your committee i8 not considering improvements of this
magnitude at the present time.

While, as I have indicated above, we are not at this time calling for improve-
ments beyond those of an emergency nature which are contained in the House
bill, we deem it appropriate to comment on the bearing these improvements
have on the long-run fiscal soundness and adequacy of the goclal securlty system.
The history of social security legislation in the past emphasizes the wisdom of
Congress making specific changes in the light of long-term considerations.
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BENFFIT MINIMUM RELATED TO HIGUER BENEFITS

We belleve, for example, your consideration of the minimum should include
attention to the present earnings cefling of $4,800 as it affects both benefits and
contributions. When the minimum alone I8 raised, without other fmprovements
in cash benefit amounts, it represents a further departure from a directly wage-
related benefit structure. We do not object to having the benefit formula and
the minimum benefit allow low-income people to receive a relatively higher per-
centage of thelr covered earnings than {8 payable to persons with higher earnings.
Rocial insurance differs from commerclal insurance precisely in this fmportant
concept of relating payments to the presumptive need of broad categories of
fndividuals.

But there 18 8 point at which & question does arise as to the effect on the
system of substantially lifting the floor without at the same time raising the
celling which 18 preventing many higlier pald workers, including many of our
members, from realieing tl.e security which they seek.

At the present time the person whose average monthly wage I8 50 has 68 per-
cent of that amount pald as a benefit. The person with $100 of average monthly
earnings receives 09 percent. But the peraon with $300 recelves only 35 percent
and the person with §500 only 25 perceut. Further detalls appear in table 1,

Tasrg l.—Illustrative benefit amounts as percent of average monthly ecarnings

Primary BeneAit as
benefit

Earoings pereent of
amount carnings

3 68.0

] 5.0

B4 42.0
108 3.0
7 3.8
17 25.4
7 218
o 18.1
1 15.9

The House bill would increase benefits at the lowest end of the scale to 80
percent without improving the other ratios.

Because benefit amounts have been 8o low, the large proportion of the persons
now receiving the minimum benefit are having to supplement it with public
assistance. An increase {n their OASDI benefit amounts will not be reflected
in more adequate levels of living since under the public assistance rules, thelr
monthly public assistance payments will be reduced accordingly. The effect
of a higher minimum benefit in such cases 18 merely to shift part of the social
cost from general revenues to the OASDI trust funds. -

If the result i8 to really help poor people rather than to relieve the burden
of other taxpayers, the public assistance program should be strengthered in &
manner that will assure more adequate standards for persons who mu 't turn
to it as a last resort. Another theoretical possibility would be to attcmpt to
assure that the increase in the minimum benefit is not offset by lower public
assistance payments, but this approach has not been judged practicul in con-
nection with past proposals of a gimilar nature.

THE EARNINGS BASE CEILING

The level of the ceiling on earnings (the wage base celling) is lagging badly
bebind earnings levels. For more than half of regularly employed men, this
means a loss of wage credits that could be counted toward higher benefits. In
1938, 94 percent of all regularly employed men in the system received credit
for all their earnings even though the celling was then 33,000. The equivalent
agu;le éc)n- 1960 was 48 percent and in 1061 it is estimated to be 41 percent

a e .
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TapLE 2.—Relationship of carnings base to total annual earnings® of regularly
employed men, selected years, 1938-61

Percent of regu-

Inly Rk\ yod

Year Emt:ssbm men with total

in annual samings

in e10ass of eamn-

tngs Lase

ma-.......... ...... tressbreeasmmsopbnrnesrranarrens e vowesrannss 43, 00 (3]
3. 000 3.2
3,00 0K
3,60 .8
4,20 4
4,20 8.0
4, 80 0.0
4§, 600 b20
et aerrosesser sessesssarearensanen vemers eeveeraciann crernsenres 4,800 180

' Wm- of mals 4-quaritr clvilian wage and salary workers in covered smployment tncluding earnings in

oxpess of ssrulngs bas.
Izg‘tum for 1061 are projected on the basls of dsta relsting to economic activity that were avallable as of
mbwe )

Norz.—If an esrnlogs base of $5,000 had been in effect In 1059, an estimated 30 percent of regularly em-
ployed men would bave bad Lotal annusl esimings n excess of $6,000,

The outdated earnings celling means a large losa of revenue to the trust funds.
In 10838, only 7 percent of total civillan wages and salarles in covered work
were not taxable for OABDI purposes. In 1981, it is estimated that the pro-
gmon not taxed will be about 22 percent. For all earnings, the estlmate is

percent. Thus, the proportion of total covered earnings not taxed is higher
than ever before, (Table3.)

Tmu: 8.—Peroent of total earnings in covered work in excess of earnings dase
and "mcjorc not taxadle, 1938-61

Rarnings Oivilian All earn.
Year : bage ot and gt
o8 only

L Y X

-

1 g g g g 9490 90 9090 $0 4 9030 70 98 90 90 30 34 30 33
ot o

§8888BE28888883888388888 .

i1t S - PV

!!denﬁell with civilisn wages and salarjes through 1950; includes earnin 1850 in covered self-
anployment, includes base ply after 1958 of mambuuio :3 carnings afier 1950

In 1060, total taxable payrolls in covered civilian wage and salary employment
m $188 billlon. Payrolls above the $4,800 celling amounted to $48 billion. If
u?u bad been taxsll at the 6-percent rute, the trust funds would have had

an additionalincome of more than $244 bililon,
In the Senate last year it was argued that the socirl security tax was regressive
because the wage base celling exempts part of the earnings of better paid people.
If the celling were removed entirely, the basis for the charge would be eliminated.
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The higher that celling, the less valldity there |8 to such & criticlsm and the less
need for a heavy tax on low-income groups. The current schedule of contribu-
tion rates would, in fact, be lower if the celling hiad been increased as we requested
earlier,

In summary, a higher earnlngs celling would strengthen the wage-related fea-
tures of the system, permit wore reasonable benefits to persons at higher carnings
levels, and permit a reduction in contribution rates,

TIMIXG OF CONXTRIBUTION INCREABE

The President wisely recomuended that the tax fncrease become effective jn
1004, rather than 1082, as a meaus of helping to sthoulate consumer purchasing
power snd rapid expansion of economie activity. The House changed the date
to 1062, In view of the continuing high level of unemployment and the rerious
gup between our economlie potentialities and actual levels of production, we rec-
ommend thut your commitice give conslderation to postponing the collection of
the additional revenues until 1043,

As long as specific provisions for ralsing necessary revenues are included in
the bill, such a postponement would represent no departure from congressional
precedents as to arsuring the actunrial sounduess of the system. A later step-up
in contribution rates has been part of the system gince its inception.

The sooner the hmprovements in OASDI which are contalued in H.R. 6027 are
enacted, the specdier the flow of fncreased purchasing power into the handas of
persons who need the money and will spend it.  We therefore urge early und
favorable action on the measure now before you,

HEALTH BENEFITS FUR THE AQFD

We are gind hearings are now scheduled in the Iouse on the additlon of
health benetita for the agd to tho social securlty system, and we antleipate that
slmilar hearings will be held by your committee so we will have & chance later
this yenr to present our views on this all-important legislative proposal.

Senator Harrre. Mr. E. Russell Bartley, Illinois Manufacturors’
Association. Good afternoon, sir,

STATEMENT OF E. RUSSELL BARTLEY, DIRECTOR OF INDUSTRIAL
RELATIONS, ILLINOIS MANUFACTURERS' ASSOCIATION

Mr. BartLey. Thank you. Mr. Chairman and members of the com-
mittee, my name is E. Russell Bartley. I nm director of industrial
relations for the Illinois Manufacturers’ Association, Chicago, I11,,
and I am appearing here on behalf of the members of that associa-
tion,

The Illinois Manufacturers' Association embraces in its membership
of 5,000 industrial firms practically every representative manufac-
turing firm in Illinois—large, smalf and medium sized—engaged in
a wide variety of production.

Wo have carefully considered and are vitally concerned about the
proposed amendments to the Social Security Act, as embodied in H.R.
6027. The IMA is concerned primarily with the serious implications
of those changes relating to the reduction in the benefit eligibility age
for men from 65 to 62, the increase in the OASDI tax rate on both
employee and emrlover, the liberalization of the insured status re-

1

quirements, and the increase in the widow’s, widower's and parent’s
benefits.

[ |

LOWERING THE AGE REQUIREMENT FOR MEN

Wo are not in accord with the proposal that the age uirement
for the payment of monthly benefits to men who are ins workers
be reduced fro™ 65 to 62 years of age. '
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Social security is primarily a progrun to pay benefits to the aged
when they can no longer support theraselves by working. The pro-
posal for lowering the age for men ir apparently intended to induce
men as well as women to retire early. Advances in medical science
Lave enabled men and women to live rind work longer.

This proposal runs counter to the increasing life expectancy of
American workers. Premature retirement is not in the best interests
of the people concerned and this is 1ot the time to induce individuals
to retire carly.

When I appeared before this committes in February 1956, I made
the following statement, speauking in opposition to reducing the cli-
gibility age tor women from 65 to 62,

We bellieve that this provision would soon be followed by demands to reduce
tho age requirement for men to 62 years and eventually for a further reduction
from 02 to 60.

The first part of this prediction has now come true. If the eligi-
bility age for men is reduced to 62, we can anticipate that in a short
time, there will be demands for lowering the eligibility age for women
to 60 years. The same arguments used 1n 1956 would be used ; namely :

Wivea are generally a few years younger than thelr husbands; it {s more
difficult for older women to find jobs than it is for men; and many widows have
never worked or have not had recent work experlence.

Then in a few years the downward spiral would be continued and an
eligibilil.y age for men of 60 years would be proposed and so on.

oncerted efforts are being made to encourage the employment of
older persons. At the White House Conference on Aging which was
held 1 Washin?on in January 1961 and the State and regional
conferences which were held in 1960, it was emphasized that employ-
ment of older Persous is important for their self-support, indepen-
dence, healthful living, and self-respect.

State legislatures have been concerned with legislation condemning
age discrimination in hiring. For example, the Illinois General As-
sembly created a Commission on the Aging and Aged to study the
problem and to recommend legislation. This commission has made
several recommendations, which included (1) the encouragement of
employment of older workers on the basis of merit rather than on
the basis of age; (2) encouragement of business and industry to set
aside certain ﬁl?nds of jobs which can readily be performed by older
workers and urging employers to employ such older workers; (3) elim-
ination of compulsory retirement ages in private industry and gov-
ernment, and (4) establishment of flexible retirement plans based
H)on the ability and desire of the older worker to remain employed.

{A supports these recommendations. ,

The U.S. Department of Labor and the departments of labor and
Kublic employment services of the various States and other agencies

ave established extensive, coordinated programs designed to encour-
age and give leadership to assisting older workers to find jobs. Yet,
you are considering legislation which would discourage the employ-
ment of older persons and encourage their early retirement. It is dif-
ficult to justify having some (Rovernment agencies working to encour-
ago the hiring of older people while at the same time another Federal
agency is urgin le%islation which would have the effect of promoting
early retirement and discourage hiring of older persons.
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This proposal would make it more difficult than ever for men aged
62 and over to find and keep jobs, Some employers might use the
earlier retirement age as an excuse for retiring men earlier, even
though they might be in good physical condition, and have a desire or
need to continue working. It would result in discrimination against
men who are seeking employment and result in unemployment among
older men, whether or not they are eligible for pensions,

smployers who have 1etivemant programs for their employees would
have to reduce the eligibility for pensions to age 62. This has been
true in the case of women since the eligibility age was reduced to 62,
This would increuase the cost of private pension plans and would tend to
curtail the adoption and extension of such plans.

The proponents of ILR. G027 argue that the retirement age of 62
for men should be adopted in order to ‘)rovide ayments to men who
are unemployed and who find it difficult to find jobs. This is a new
angle which has no place in the OASDI program. The unemploy-
ment compensation programs of the various States provide benefit

ayments for unemployed workers of all ages. OASDI should not
Eo confused with unemployment compensation. They are two sepa-
rato and distinct programs and shou‘d be kept that way., OASDI
should not be used for pump priming as a cure for a temporary busi-
ness recession,

A new definition of when men become old would inevitably affect
old-age assistance programs of the States and the Federal Govern-
ment, and could result in unanticipated cost increases and less adequate
payments to those in need.

INCREASE IN WIDOW'S, WIDOWER'S, AND PARENT'S BENEFITS

H.R. 6027 would increase aged widow’s, widower's, and parent’s
benefits from 75 to 8214 percent of the workers’ retirement benefit—a
10 percont increase in benefits for these people.

1i8 proposal would create inequities in the amount of benefits paid

to widows as compared to the benefits to which retired working women
are entitled. Under the present provisions of the law, many women
in the latter group did not earn sufficient wages to entitle them to
benefits in an amount equal to those received by widows. The pro-
osal under consideration would widen this inequity. This proposal
18 one of the most costly provisions in H.R. 6027 and it is not justified.

CHANGE IN THE INSURED STATUS REQUIREMENTS

This bill would liberalize the insured status requirements so that
a worker would be fully insured if he has one quarter of coverage
for each year elapsing after 1950 (or after the year in which he at-
tained age 21, if that was later) and u) to the year of disability,
death, or attainment of age 65 for men (62 for women). Under
present law one quarter of coverage is required for every three elapsed
calendar quarters.

In 1960 this provision in the Social Security Act was changed from
one quarter of coverage for each two elapsed quarters after 1950, to
one covered quarter for each three such elapsed quarters. 'fms
change only took effect on October 1, 1960, and there is no logical
reason to change it again. H.R. 6027 proposes to reduce the eligi-
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bility requirament by one-half within a period of a few months. This
is unfair to those who have been guymg social security taxes since
the inception of the program in 1937. Benefits are now being paid to
persons who paid a very small amount in taxes.

A man who is 65 years of ugio and who has worked in covered em-
ployment during a total of only 6 calendar quarters and has earned
as low at $50 per quarter or total earnings of $300, can at present
qualify for benefits of $33 per month for the rest of his life, 1f his
wife is 05 their total benefits are $49.50 per month. If they live until
age 85, they can draw a total of $11,880. And they cau get this large
amount notwithstanding the fact that only $6 in social security tax
was deducted from his paycheck. There is no justice or logical reason
for this kind of gunerosity. IH.R. 6027 proposes that such a windfall
is not generous enough and that the minimum benefit amount should
be increased from $33 to $40 so that this couple could receive $60
per month for lifo, or in one month they could receive 10 times more
than the total taxes paid to qualify them for this pension. This
certainly is unsound.

WOULD GREATLY INCREASE COSTS

Now let us consider the ever-increasing costs of the OASDI pro-
gram. The Congress cannot grant these additional benefits to recipi-
ents without extracting the funds to pay for them from other citizens.
Each move to make ﬁeneﬁts bigger or easier to obtain brings the
Congress face to face with the need to make the social security tax
still higher,

Repeated increases and extensions in benefits could very well en-
danger the whole social security mﬁmm by adding additional costs
which might jeopardize the avngnbl ity of benefits in future years
for those who are really in need and w{o have been paying into the
fund for many years. People are now wondering whether there will
be any money left for them by the time they retire. The whole history
of social security has been to make it more and more liberal and more
expensive,

As the law now stands, the tax on both employee and employer is
8 percent, or a total of 6 percent. It goes up to 7 percent in 1963 and
finally to 9 percent in 1969. H.R. 6027 would raise the tax to 614
percent next year and finally to 914 percent in 1960. That is not the
end. If the practice of liberalizing the law is continued, the tax will
continue to increase until it will be unbearable.

I have a quotation which Secretary Ribicoff gave on “Meet the
Press” program, and he has confirmed this opinion here this morn-
ing that we are reaching the maximum which we can charge in social
security taxes,

Many Members of Congress desire, I understand, to reduce the
income tax for the lower-income groups. Actually the social security
tax paid by many people is much higher than their income tax. In
fact, in certain family classifications there is no income tax liability
but the social security tax is as high as $144 per year. The socia
security tax is levied on gross pay up to $4,800 per year, without the
deductions or exemptions such as are allowed in computing the incoms
tax. Incrensing the social security tax for these same people is para-
doxical, The way the pension costs are rising, the social security tax
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threatens to become the No. 1 tax problem for many millions of peo-
ple. It will edge the income tax off the center of the stage. 'The
ultimate burden of OASDI costs might exceed the willingness of
future generations of American people to support them. -

The old-age insurance system is not insurance. It is an actuarially
unsound system of Federnl grants. Insurance is based upon pre.
miums which bear a direct relation to the benefits accrued. The
socinl security tax bears no relation to benefits. No one pays enough
into the social security till to provide the benefits he is promised
law. His employer’s tax payments, added to his own, are not sufhi-
cient. The proposed amendments would put the system on an even
more unsound basis than it is now.

The social security law was enacted in 1935, and has been amended
every 2 years since 1950, Now further drastic changes are under
consideration only a few months since the 1960 amendments became
effective. There is no need for sweeping changes in the law every 2
years, and they are now getting more frequent. We believe that the
situation is getting out o hnng. We are alarmed when we envision
the end product of thess intermittent and piecemeal changes. The
insidious growth and extension by little steps on many different
fronts and further pyramiding of the costs must be stopped, or it will
g;ose a selrious threat to both the Nation’s economy and the morale of
the people.

18 Illinois Manufacturers’ Association believes that the changes
in the Social Security Act which are proposed in H.R. 6027 are
unsound and undesirable. We respectfully submit that H.R. 6027
should be rejected by this committee and by the Congress,

Thank you.

Senator Harrke. Thank you, sir.

Dr. Russell Egner. Good afternoon, sir.

I will say to you that I am now intruding upon a 1 o’clock engage-
]x:wnt that I have so I would appreciate as much brevity as we can

ave, sir,

STATEMERT OF RUSSELL FORREST EGNER, SILVER SPRING, MD.

Mr. Eaner. I was going to address the Chair as the honorable and
patient chairman.

Senator Harrre. Maybe I am not so patient.

Mr. Eoner. Ishall be as brief as possible.

In my opening remarks, which are not on my address, may I say
that I represent myself, and the ﬁeople, although they do not know
it at this time. I am a doctor of ilose(()]phy and not a medical doctor.
I think, perhaps, that should be clarified.

This newly proposed legislation on social security is wholly inade-
quate in many ways.

On pages € and 8 of the proposed H.R. 6027, reference is made to
sections 102, 202, and 216, which have to do with reducing the age
limits with reduced benefits. Men may start to receive reduced bene-
fits at the age of 62. Living costs have increased in the past yea
and will probably remain at the same levels; therefore, people n
more benefits, not less, ‘

It also appears that the span age of man is being increased because
of improvements in medical and other sciences to mankind. We live
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longer than in the past, and have reason to feel that the span age
will be increased rather than lowered. We remain younger longer;
but, irrespective of this progress, this legislation proposes retirement
at 62 instead of 65. The proposed amendments want to make us older
sooner. Why? The motive behind this legislation is hardly for the
benefit of the older people, but is designed to make jobs for the young
people. Now, we do want all of our J'oung people employed, but not
at the expense of the older people and by hoping that those retired at
62 can live on $100 a month in this day and age.

This legislation is to make people older much sooner, rather than
younger, as is the case in an a(!vnncin civilization. We all know too
well the familiar saying, “Smart too Jate and old too quick.” If we
are a Jeading and best society, we will reverse the old slogan and be-
come “Smart more quickly and later old.”

The people are not going to be fooled with these proposed solutions
to our n : T do not believe our society is on the rocks and receding
backward, making it impossible to provide for old age.

Congressmen do not appear to want to retire at 622, I find that they
stay in Congress up to the seventies, the eighties,and oven the nineties.
Wo need the wisdom and experience of the men and women over 62,
both in the Congress and throughout the Nation.

The proposed amendments for widows, on pages 20 to 24, dealing
with sections 104 and 202, will rnise the benefits for widows. The
allowance is a Yittanw however, and does not adequately provide for
them. When the breadwinner is taken away and incomes discontinue
for the wife and family, there is no justification for cutting the bene-
fits for the widow. She should receive at least as much as both have
coming, or the full benefits.

The - ollowing incident, of which there are many, recently came to
my attention. I talked with a widow at one of the many Social Secu-
rity offices; she said she was in turmoil. Ier husband, over 65, passed
away; they had been receiving approximately $140 per month in beno-
fits. “Now,” she said, “I am alone, and wilfreoeive only around $85
per month; I cannot live on that amount.”

- She continued to explain that, if she went to work and earned over
$100 per month, she would lose her social security benefits. She said:
“I cannot work and cannot live on the social security.” This is a piti-
ful and shameful condition the people face; there is no excuse or alibi
our Government can make to cover up the inadequacy of this system,

The question about the rate of tax, which appears on pages 26 and
27 and relates to sections 3101 and 3111, enters into the problem, we
are told. It will be observed that the tax rate to both employer and
em(i)logee will be 354 percent each, or a total of 71/ percent during 1863
and 1965, and 454 ]pement each or 914 percent, f)y 1969; still the re-
strictions to those already paying remain the same,

It is appalling to find out at the age of 65 that one cannot earn over
$100 per month or $25 per week without losing social security benefits.
Few of the 75 million people who are paying for old-age benefits know
what is in store for them when they reach 63, to say no more about 62.
I have talked to & sufficisnt number of the 1% million ple who are
over 65 to know that they are rightfully disgruntled and unhappy
about their benefits. Public sentiment in this wealthiest country in
the world will not remain quiet about the evasive system in operation.

7 .
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Times have changed since the inception of the social security system
back in 1935. A primary motive which prompted the inauguration,
wo are told, was faulty in the first place; we can all know that an
objective was to retire older people to make new jobs for the younger
unemployed. In a small way, the system sought to prevent starva-
tion of some unfortunate people.

The Government employees and some fortunate industrial workers
pay from 6 to 7 percent of their earnings toward retirement, but will
receive one-half of their per year income upon retirement, without
any restrictions about earning what they can after 65. The éongress-
men have a similar protective system,

The social security system will be exacting from 714 to 914 percent;
still the people receive less than half of what they earned per year.
My emphasis is not upon the amount they will receive, but the fact that
they are unjustly limited in earning over $100 per month or lose their
benefits. This provision represents unwarranted regimsntation, and
needs to be removed.

Our Nation can afford to take care of old age in a dignified manner
without additional taxes. It istime we take care of our needs, and stop
our infamous militarism through the world. If, after our people are
E:co serly taken care of in old age, we do give attention to the needs of

ward nations by helping to raise their economic standards, we
will be honored for so doing.” We will then be respected for what we
preach as a leading nation in the world.

Yes; we have billions for war and handout purposes, but nothing
for our older people. A few billions of our high-tax money shoul
apply to support old age. Our QGovernment assumes some responsi-
bility for this necessity.

Not many people who reach the age of 65 have laid away enough
money for incomes which, together with social security, will enable
them to live respectably. 'i‘hey are not now permitted to stay in busi-
ness and earn over $100 per month and benefit by what they have paid
for anticipated social security.

The incentives of our young people are not stifled because of old-

security. Those people who want more than can be had after 65
will forge ahead in their younger years. There is plenty of room for
the ambitious who want to rise, as many will do. The 80- and 90-

rcent tax structure is the greatest deterrent for young people to get
into the million-dollar class.
. The old people in the richest country in the world for the rich
should not gg ti)u'ou:led down to live in poverty, or made to look for
sidewalks to repair. The people, upon realizing the deplorable situa-
tion, will respond vigorously to have just representation; I trust that
this mild appeal will be recognized in action.
- It is my recommendation that the following amendments be made to
the pro legislation :

f ve the age limit at 65, ]

2) Give the widows the full amount of benefits after their hus-
bands are deceased. :
8) Provide social security for those over 65 who are not covered.
4) Eliminate the evil restrictions which limit the earnings after
65 years of age.
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In closing, I wish to repeat my favorite statement applying to any
great civilization:

The world institutions always face the duty of taking care of the aged, of
developing young people to earn a living, and of preparing them through educa-
tion to puﬂtﬁguo in our world federation in a manner which will provide
maximum satisfaction for themselves and society.

DOScethmr Hartie, I want to thank you for that fine statement,
r.

Mr. Eoxer. Thank you.

Senator Harrke. The hearings on this measure will now be closed,
subject to such insertions as are answers to questions which have been
previously asked and have been agreed upon to be submitted, with
the discretion of the chairman to make such material a part of the
record by reference or by inclusion, as he deems fit.

The executive session will be held next Thursday upon this matter.

The committes is adjourned.

(1131{ ()iirect,iou of the Chairman, the following is made a part of the
record :

BTATEMENXT ON BeaaLy or MeMuER STATE CHAMBERS 0F THE COUNCIL OF STATE
CaAMuERS OF COMMERCE

This statement I8 made on behalf of the 34 member State and reglonal cham-
bers of commerce in the Council of State Chambers of Commerce which are
Ysted at the end of the statement,

We believe that the action taken by the House of Representatives to increase
the minimum primary insurance amount from $33 to $40 per month may be
ap{n‘opmm. It adopted, this provision will benefit more than 2 million bene-
ac aries and will cost an estimated $170 million in the first full year of opera.

on.

This change should result in decreased costs for public assistance to the ex.
tent that the increased minlimum benefit Is paid to persons who also receive
supplementary public assistance paymeunts.

The House Ways and Means Committee, in its report on the bill, noted that
the level-premfum cost of the minimum benefit increase would be 0.08 percent
of payroll. Since this percent of payroll increase in cost of the OASDI pro-
gram cannot readily and easily be integrated into the existing contributions
rate achedule, it seems to us that the cost of the provision might well be ab-
sorbed by the program.

We would interpose no objection to the provislon to extend to June 30, 1962,
the time within which disabled persons may file applications for disability
determinations, on the basis of which the beginning of a period of disability
would be establisbed as early as the actual onsct of disablement, It is en-
tirely possible that some persons entitled to make such a filing are not aware
of the provisions granted by the 1060 amendments,

We are opposed to the other provisions of H.R. 6027, and we urge your com-
mittee to reject them for the reasons set forth in the paragraphs that follow.

.. We object to the enactment of section 102 of the House bill which would reduce
the retirement age of men to 62. With the gradual lengthening of life expectancy
it seems both inconsistent and costly to attempt to entice persons to withdraw
from gainful employment at an increasingly earlier age. Particularly, the use ot
a tax-supported public retirement program as a means of reducing the labor
force and alleviating unemployment conditions is not acceptable. It does not
square with the obvious challenge facing us today which requires greater
yroductivity and greater sacrifices from everyone. .

Business and {ndustry have tried where ble to proylde early retirement
through private plans, If the tax-supported public fnmm ‘are made so
attractiye, :amployers ‘will awmm bardship in negotiating or other-
) providing a?ueﬂu ‘ for their own employees. ‘ There are

reas that can and shonld bé reservéd for private industry rather than for govern-
mental action—and this is one of them. This would be in keeping with the basié
conm that the OASDI program should provide minimum floor of protection
and that any supplementation or improvement ghould be left to private industry.
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A point could be made that the retirement age for woinen was reduced on the
ground that wives were generally 2 or 3 years younger than their retired
husbands, If the retirement age for men is lowered to 62, the next obvious move
would Le to lower the retirement age for women to 60 or lower,

Wae respectfully call the committee's attention to the comments relating to
reduced benefits for men at age 62 which appear as supplementary and minority
views of certain members of the House Ways and Means Committee. These com-
ments point up the fact that while the actuarial reduction in benefit level would
prevent any level-premium cost incrcase from this change, the cash benefit drain
on the OASRI trust fund would be higher over the next 15 years. These views
also recognirze that if nge 62 is adopted as a proper retirement age under social
security, it will establish the basis for pressures to adopt age 62 as a com‘)ulsory
retirement age In collective bargnining agreements and industry in general. And
we agreo with these supplemental views to the effect that our private enterprise
econowy can il afford to forego the great technical skills and knowledge possessed
by those between the ages of 62 and 635,

We object to the enactment of section 103 of the House hill which would reduce
the “fully insured status" requirement from one out of every three to one out
of every four quarters of coverage elapsing since 1830, In counnection with
this proposal, the point has been made that the current younger entrant coming
into the OASDI program must have covered employment for only 25 percent of
his life in order to get-benefits; but that an older person must have 33 percent
or more of the time after his employment becar.e covered under the profram
in order to get benefits. The point relates solely to equallty of coverage periods
and overlooks the discriminatory aspect that the younger entrants will have to
pay far more tax than the older persons for the same amounts of benefit4,

The current provision was enacted last year. We see no reason why it should
be changed—and so soon. Last year, the Benate refused to accept this proposal
which had been approved by the llouse of Representativea, The current pro-
vision was a compromise between the House proposal and the “one out of two
quarters of coverage” provision which existed prior to 1060. Erven though the
present proposal might cost only $65 million In the first full year of operation,
it would seem that an approximate 33 percent liberalization in a basie eligl-
bility provision such as this would be far more costly as the OASDI program
matures. Although the near-term cost aspect of this proposal 1s not toc signif-
cant, we still object tn its enactment as a matter of principle.

We also object to section 104 of the House bill. This provision would Increase
the widow's, widower's, and parcnt's monthly benefit from 75 percent to 8234
percent of the monthly primary insurance amount. This proposal is seleclive
and discriminatory in that other categories of beneficiaries (mother's and dis-
abled children) are not accorded the same treatment. In addition, the 1058
amendments of the Social S8ecurity Act already provide an automatic escalator
for higher maximum benefits, and this in turn provides an automatic increase
in the maximum derivative benefits. For example, the 1958 maximum monthly
soclal securlty benefit was §108.50; today it is $120. Uunder the 1858 formula
a widow could have received $81.30 a month. Under the current law she
would receive $00 a month. The current 75 percent provision will raise the
ultimate maximum widow's benefit to $07.30 per month. The proposed 8214-
percent provision would raise that ultimate maximum monthly benefit to $104.80.

The foregoing, of course, relates only to the maximum monthly benefit. The
proposal would raise the monthly benefit of all beneficiaries in the categories
selected. To this, we would point out that any unmet needs of the present bene-
ficiaries in the categories selected can be and should be met through the opera-
tion of title I of the social security program—the old-age assistance program—
and that future beneficiarles will receive increased monthly benefits merely
through the “seasoning” of the current benefit formula.

We oppose the enactment of section 201 of the House bill which would in-
crease the tax rates one-eighth of 1 percent for both employers and employees
and three-sixteenths of 1 percent for self-employed individuals. The enactment
of a $7 increase in the minimum monthly benefit and extension to June 30, 1962,
of the time for lling certain disability claims would not create serious actuarial
imbalances in the OASDI program. The administration's original proposal
(H.R. 4571) would have cost approximately $1,010 million in the first year of
operation. This was to have been financed by a one-fourth of 1 percent increase
In the tax rates. The present version of H.R. 6027 would cost $780 million in
the first full year of operation and this would be financed by a one-eighth of 1
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percent increase in the tax rates. A question arises as to whether or not a 25
percent reduction in cost would permit a 50 percent reduction in the tax rate.

In the light of present economic conditions, however, any provision to in~rease
the OASDI tax rate is of particular significance to business. While thery are
evidences of a pickup in business activity, we should not be imposing any deter-
rent to this increasing economlic activity, regardless of how small. :

We are concerned over the apparent {nclination to use the OASDI program
for pump-priming and antirecession purposes. We object most strenuously to
any deliberate 1iove that would involve a substantial deficit financing of the
program in reckless disregard of its long-range commitments. The program is
not expected to mature fully for at least another 70 years. In the interim, it
must be continiued with strength and security and its financial integrity must
not be compromised for temporary economic expediency. We commend for your
consideration certain of the minority views of the House Ways and Means Com-
mittee which ar? on pages 97-99 of House Report 216 dated April 7, 1961. They

“We should frankly recognize that the present social security system i{s not
insurance and we should end the cruel pretense of maintaining on the basis
of an insurance concept that some citizens are deserving of higher benefits
than others and sowe citizens are deserving of no benefits. It serves no useful
purpose to characterize as “Insurance” what is merely a statutory mechanism
combining welfare and insurance characteristics which emerge as a hybrid that
i8 not insurance and that provides welfare ounly on a hit-or-miss basis. This
mechanism s essentially a device for taking the productivity of one group of
our citizens to provide for the welfare of another group and these groups may
or may not be of the same generation.

“Our reservations with respect to the existing social security program and
the amendments proposed in H.R. 6027, aside from considerations of equity
and fairness, are primarily directed to our serious doubts over the filnancial
ability of the program to sustain itself in perpetuity, The assumptions on which
the system is pronounced sound are inescapably predicated almost completely
on economic and population forecasting. There is less reason to question the
actuarial conclusions if the assumed economic and population forecasts are
correct. Our concern {8 that these forecas{s may prove to be at substantial
variance with experience, with the result that the tremendous obligations
already accumulated under the OASDI system will prove an intolerable burden.

‘“I'he existing system is established on the principle that taxes will be imposed
on future earned income of future workers to pay benefit obligations that have
been previously incu:vd. The magnitude of these obligations can be demon-
strated by an examination of certain actuarial data (supplied in the minority
statement).

“These actuarial data give some meaning to the magnitude of the future
obligations that have already been incurred under the social security program
and suggest the compelling reasons' why care must be exercised in the evalua-
tion of the existing program and any proposed liberalizations thereof.

“We favor a program that is sound in principle and in its finencing features.
We are opposed to imposing on future generations the obligations that we
ghould be meeting for ourselves, * ¢ "

We wholeheartedly support these views with respect to the social security
program.

Tslrlre organizations endorsing this statement are:

Alabama State Chamber of Commerce.

Arkansas State Chamber of Commerce.

Colorado State Chamber of Commerce.

Connecticut State Chamber of Commerce.

Delaware 8tate Chamber of Commerce.

Florida State Chamber of Commerce.

Georgia State Chamber of Commerce.

Indiana 8tdte Chamber of Commerce. ‘

Kansas State Chamber of Commerce. . : .

Kentucky Chamber of Commerce. (The Kentucky chamber does not endorsge
the proposed increase {n minimum benefits since it will repult in increased costs
to the program.é ) . ' ’ ‘

Maine State Chamber of Commerce,

Mississippl State Chamber of Commerce.

" Missouri State Chamber of Commerce.

New Jersey State Chamber of Commerce.
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Ohlo Chamber of Commerce.

State of Oklahomma Chamber of Commerce,

Pennsylvania 8tate Chamber of Commerce.

South Carolina State Chamber of Commerce,

South Texas Chamber of Commerce. (The South Texas chamber feels that if
the minimum benefit I8 increased then the aged widow's, widower's and parent's
benefit should be increased from 75 to the proposed 8214 percent of the primary
Insurance amount.)

Lower Rio Grande Valley Chamber of Commerce (Texas). (The Lower Rio
Grande Valley chamber does not endorse the increase in the minfmmum benefit.)

The Salt Lake City, Utah, Chamber of Commerce.

Virginia State Chamber of Commmerce. (The Virginia chamber questions the
propriety of an increase in the minimum benefit, but does not interpose an
objection.)

West Virginia Chamber of Commerce.

Wisconsin State Chamber of Commerce.

(Whereupon, at 1:20 p.m., the hearing was concluded.)



