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AMENDING THE SOCIAL SECURITY ACT—PROVIDING
FOR AN INVESTIGATION OF THE TENNESSEE UNEM-
PLOYMENT COMPENSATION DIVISION OF THE SOCIAL
SECURITY BOARD

TUESDAY, FEBRUARY 15, 1938

UNITED STATES SENATE,
SupcoMMITPEE OF THE CoMMITTEL ON FINANCE,
Washington, D. C.
The subcommittee met, pursuant to call, at 10:30 a. m. in the Senate
Finance Committee room, Senate Office Building, Senator David 1.

Walsh (chairman), presiding.
Present: Senators Walsh (chairman), Edwin C'. Johnson, and John

G. Townsend, Jr.

Also present: Senator Jumes F. Byrnes, of South Carolina; Senator
Kennpth McKellar, of Tennessee; Senator George L. Berry, of Ten-
nessee; Arthur J. Altmeyer, Chairman, Social Security Board; Frank
Bane, Executive Director, Social Security Board.

Senator Warsn. A subcommittee of the Committee on Finance
of the Senate is meeting this morning for the purpose of hearing
evidence and considering what action should be taken on Senate
Resolution 226, S. 3235, both of which were introduced by Senator
MeKellar, and S. 3370, introduced by Senator Byrnes.

S. 3235 and 8. 3370 seck to amend the Social Security Act, so as:
to provide for the establishment and maintenance of certain personnel
standards on a merit basis.  They both limit the personnel standards
to those receiving compensation from appropriations by the Federal
Government.

Senate Resolution 226, briefly stated, requests the ereation of a
specinl committee composed of Ave Senators to make an investigation
into the administration, activities, and operations of the Tennessce
Unemployment Compensation Division of the Social Security Board.
Both the resolution and the two bills relate to provisions in Public,
No. 271, Seventy-fourth Congress, the Social Sccurity Act, which
provisions are as follows:

Section 2 (n) (3):

Provide such methods of administration (other than those relating to selection,
tenure of oftice, and compensation of personnel) as are found by the Board to be
neecessary for the efficient operation of the plan.

Section 303 (a) (1):

Such methods of administration (other than those relating to seleetion, tenure
of oftice, and compensation of personnel) as are found by the Board to be reason-
ably ealeulated to insure full payment of unemployment. compensation when due,

Seetion 402 (a) (5):

Provide such methods of administration (other than those relating to seleetion,
tenure of office, and compensation of })(-mumwl) as are found by the Board to be
necessary for the eflicient operation of the plan. .
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Section 503 (a) (3):

Provide such methods of administration (other than those relating to selection,
tenure of office, and compensation of personnel) as are neeessary for the eflicient
operation of the plan.

Section 513 (a) (3):

Provide for such methods of administration (other than those relating to selee-
tion, tenure of office, and compensation of personnel) as are necessary for the
cflicient operation of the plan,

Section 1002 (a) (5):

Provide such methods of administration (other than those relating to selection,
tenure of oftice, and compensation of personnel) as are found by the Board to be
necessary for the efficient operation of the plan.

[S. Res. 228, 75th Cong. 3d sess.]
RESOLUTION

Resolved, That there is hereby created a special committee, to be composed of
five Senators, to be appointed by the President of the Senate, which committee
is hereby authorized and directed to make a full and complete investigation into
the administration, activitics, and operations of the Tennessee Unemployment
Compensation Division of the Social Sccurity Board, The said committee shall
report to the Senate as early as practicable the results of its investiagtion, together
with recommendations as to the advisability or necessity of amending the Social
Security Act so as to provide for the appointment of personnel on a merit basis,

For the purposes of this.resolution the committee, or any duly authorized
subcommittee thereof, is authorized to hold such hearings, to sit and act at such
times and places during the sessions, recesses, and ndjourncd periods of the Scnate
in the Seventy-fifth Congress, to employ such clerical and other assistants, to
require by subpena or otherwise the attendance of such witnesses and the pro-
duction of such books, papers, and documents, to administer such oaths, to take
such testimoniy, and to make such expenditures, as it deems advisable. The cost
of stenographic services to report such hearings shall not be in excess of 26 cents
per hundred words. The ex{)enscs of the committee, which shall not exceed
$2,500, shall be paid from the contingent fund of the Senate upon vouchers

approved by the chairman,

(8. 3235, 75th Cong., 3d soss.)

A BILL To amend the Soclal Security Act so as to provide for the seloction on a merit basis of certain per-
sonuel for whose compensation appropriations are made by the Federal Governmont

Be it enacled by the Senate and House of Representalives of the Uniled Slates of
America in Congress assembled, That clause (5) of section 2 (a) of the Social
Security Act is amended by striking out *(other than those relating to selection
tenure of office, and com?ensation of personnel)” and inserting in licu thereof
“(including methods for the selection of personnel on a merit basis)’’,

Sec. 2. That subdivision (1) of section 303 (8) of the Social Security Act is
amended by striking out “(other than those relating to selection, tenure of office,
and compensation of personnel)” and inserting in lieu thercof “(including methods

for the selection of personnel on a merit basis)”,

(8. 3370, 75th Cong. 3d sess.)

A BILL To amend the Soclal Security Act to provide for the establishment and maintenanco of certain
personnel standards on a merit basis, and for other purposes

Be 1t enacled by the Senate and House of Representatives of the Uniled States of
Ameriean in Congress assembled, That clause Sﬁ) of scetion 2 (a) of the Social
Security Act is amended to read as follows: ‘(6) provide such methods of admin-
istration, including methods relating to the establishment and maintenance of
})ersonnol standards on a merit basis, as are found by the Board to be necessary

or the efficient operation of the plan;”

8rc. 2, Section 303 (a) (1) of such Act is amended to rcad as follows:
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‘(1) Buch methods of administration, including methods relating to the ecstah-
Jishment and maintenance of personnel standards on a merit basis, as are found
by the Board to be reasonably ealeulated to insure full payment of unemploy-
ment compensation when due; and”,

Sec. 3. Clause (5) of section 402 (n) of such Act is amended to read as follows:
(6) provide such methods of administration, including methods relating to the
establishment and maintenance of personnel standards on a merit basis, as are
found by the Board to be necessary for the efticient operation of the plan; and”’,

See. 4. Clause (3) of section 6503 (a) of such Act is amended to read ns follows:
“(3) provide such methods of administration, including methods relating to the
establishment and maintenance of personnel standards on & merit busis, as are
necessary for the eflicient operation of the plan;”,

Sec. 5. Clause (3) of seetion 513 (a) of such Act is amended to read as fol-
lows: “(3) provide such methods of administration, including methods relating
to the establishinent and maintenance of personnel standards on a merit basis,
as are necessary for the eflicient operation of the plan;’.

Sec, 6. Section 903 (a) (2) of such Act is mnen(lcd by striking out the words
“two years” and inserting in leu thereof the words “one year’.

Sec. 7. Clause (5) of seetion 1002 (n) of such Act is amnended to read as follows:
“(5) provide such methods of administration, including methods relating to the
establishment and maintenance of personnel standards on a merit hasis, as are
found by the Board to be necessary for the eflicient operation of the plan;”.

Senator WaLsu. Now, I do not want to keep Senator McKellar,
Senator Byrnes, and Senator Berry here any longer than necessa
but I think Senators, it would be of great help to me, and it woﬁf
to you, if these gentlemen would explain to us the present law and
how it operates. What would you say to that?

Senator McKeLLar. All right, sir,

Senator Byrnes. All right. If you give me 2 minutes I can tell
you what it is.

Senator McKrrLar. Which one do you want to discuss?

Senator Byrnes. S. 3370. The principal purpose of my bill has
no reference to this question of appointment. The thing which I am
particularly interested in is the provision in the bill that would enable
the States to pay unemployment insurance benefits at an earlier date
than is now possible under the social-security law, and under the laws
of the States.

There are a number of States which will not begin these payments
until January 1. The funds are available, and the only way in
which they can have these payments made on either July 1 or Octo-
ber 1 is by one sontence of the law now reading “T'wo years” being
changed to “one year.” If that is done then the legisiature in the
State of Ohio, for instance, the State which has communicated with
us more than any other State, can change its law so as to make these
benefits payable before January 1.

If we can see into the future at al' we would knuw that it will at
least provide a cushion in these States for their unemployed. While
we may have to increase the relief expenditures, still the unemploy-
ment insurance benefits would be of great assistance.

It occurred to me that while that was being done, and while I am
assured that if this bill is enacted special sessions of legislatures will
be called in one or two States, we should at the same time provide
that the State should use some merit system to be approved by the
Social Security Board in the appointment of the administrators of the

unemployment insurance law.
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Senator Warst, Your bill embraces what Senator MeKellar's bill
does, but it also embraces another aspeet.

Senator Byryes, Yes. Now this matter was ealled to our atten-
tion by the unemployment investigation wo have been conducting.
At that time o number of gentlomen who enme before the committee
presented to us the facts that prompted this amendment, and weo
had the representatives of the lllnm'd give to us a statemont of the
facts showing the States in which this change was necessary,

If you have a copy of 8. 3370, it is section 6: “Section 903 (n) (2)
of such act is amended by striking out the words ‘two years’ and
inserting in licu thereof the words ‘one year.” ”

Senator MeKennar, What would he the effect of that, Senator
Byrnes?

Senator Bynyes, 1 will ask you gentlemen to tell me in how many
States this would afleet the payment of unemployment insuranee
benefits.

Mre, Avrmever, There are 23 States, counting the District of
Columbia as o State, that started paying benofits on January 1. In
fact Wisconsin started a year and a half before that.  There are five
States that will start between now and July 1, and all of the rest of
tho States, with the exception of Illinois, Georgia, and Montam,
start paying somo time on or before July 1, 1039,

Now, us Senator Byrnes says, the effect of his proposal would be that
certain States that are now precluded from starting payment of
henefits sooner than 2 years after the first day of the period for which
the contributious wero required may now amend their Inws, I mean
if this becomes a law they may then amend their own Stato laws so
as to advance the payment of benefits and pay any time after 1 yoar,
after the first day of the period for which contributions were required.

Senator Warsn, Now, whatis the provision in the Iederal Inw that
operates to make different periods of time for payment in differont
States?

Mr, ALT™mEYER. The Federal law, as one of the requirements of the
State law, reads as follows:

No compensation shall be Fuynblc with respeet to any day of unemployment
occurring within two years after the first day of the first period with respect to

which contributions are required.
Senator Watsh. So that some States require contributions to be
commenced earlier than others?

Mr, Artmever. Yes, sir,
Senator Warsu, And the result is that that general law precludes

or operates to mako the time of payment 2 years, makes the time of
payment of unemployment compensation 2 years after the com-
mencement of the payment of tho tax.

Mr. Aurmever. Yes, sir,

Senator Warsu. Will that have any harmful effect, in a financial
way, to advance theso payments?

Senator Byrnrs. I was just coming to that,

Senator Wawrsu. All right. o
Senator Byrnes. The funds have been sot aside in the Treasury to

the credit, for instance, of the State of Ohio unemployment insurance
fund. Tt will not affect the fund in anyway, but by reason of their
delay in enacting their own laws, this 2-year provision will preclude
them from making the payment before January 1 unless we make it

1 year,
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Senator Warsn, And 1 suppose the 2-year provision which was
originally fixed to give them that period of time to provide a State
law that would operate in conjunetion with the Federal Inw?

Senator Byunes. That was the renson for it. It will not have any
effect exeept to give to the State this opportunity.  In other words,
the Congress will have done its part, and if the State fails to legislate
und fnils to move up the date it will be the fault of the State legislature,
the State government, and it eannot compluin of the action of the
Congress, but they eannot do it unless we make this change to 1 year.

Senator Warsn, s there any  objection to that change from the
Soeinl Security Bonpd?

Mr. Avrsiyver. None atoall,

Senator Byunes. I may say, Mr. Chairman, before drawing the
bill 1 discussed the matter with the ehaivman of the Board as to this
feature and as to the other features of the bill,

Senator Warsi, With the Senator’s usual caution and conservatism
he has taken all the preliminary steps.

Senator Byryes, Mr. Chaivrman, it may not always be justified,
but in this particular instance I might say that my hope was that by
doing that we might facilitate the consideration of it, beeause 1 know
there are some legislatures in session and if we could act upon this with
any promptness they might be able to do it now, and if not it would be
of no service at all, because if they do not meet until next year it will
just be an academic question.

Senator Townsenp. Do you know of any objection to it?

Senator Byryes. Not at all. T am satisfied there will be no objece-
tion.

Now there is the other question, and that question was before our
committee in investigating this matter.

Senator Warsu. And the other question is the one that is embraced
also in the bill presented by Senator MceKellar?

Senator Byrves. T understand so. 1T have not read Senator
MecKellar's bill, but T will say during the investigation it was pre-
sented to us that in some States the employces were not selected by a
merit system that would meet with approval judged by the tests that
}vo think should be applied in the selection of men to administer this
aw.
Now, the Federal Government is providing the funds for adminis-
tration and therefore it is proper, in my opinion, that we should have
something to say about the manner in which the appointments shall be
made within the States.

Senator Wawrsu. I think we are all agreed upon that. Al adminis-
tration funds are provided for by the Federal Government out of the
Federal Treasury for unemployment insurance. Is that right,

Mr. Altmeyer? )
Mr. ALtmevEer. That is correct; out of the general fund of the

Federal Treasury.

Senator Warsu. And none of the funds collected from employers
or employees is applied for administration purposes.

Senator Byrnes. That is true. There is no question about that.

Senator Warsu. I want that el-:arly on the record so we will have a
place to begin with.

Senator TownseNDp. No money from the State is taken for that

purpose?
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Senator Bynnes, The unemployment insurance provision is dif-
forent from the othor features of tho bill. Qur appropriation bills
carry appropriations for the administration of that llnw. Therefore,
it scems to be proper for us to say who shall be appointed, and give
to the Board the power to disapprove a system which does not provide
a satisfactory merit system in these appointments. Tf wo aro to pay
the money wo ought to have that power. There is groat danger in
some sections of the country. Evidence has already been presented
that the employees have not been selected by a satisfactory merit
system, and 1 think with the handling of such'a tremendous amount
of money no man is going to disapprove of a merit system which
receives the approval of the Board here. '

Senator Warsu. Do you know, Senator, why the administration of
the unemployment insurance law was treated differently from the
other administrative features of this bill? Why was not the samo
system, tho samo method of the application of the general civil servico
under the Federal laws applied to all employecs, including the unem-
ployment insurance?

Senator Byrnes. The purpose at the time was to try to give com-
plete powor to tho States. I remoember the discussion, and I think
you will recall it,  We were endeavoring to place power in the State
as to the administration of it, and the selection of appointees, and par-
ticularly as the State was making contribution in the other phases of
the act, the other features of the act. Kven now, under this proposal
we would not undertake to say that John Jones or Sam Brown s{)noul(‘
be appointed in the State of New York, but wo say, if we are to ap-
propriate money to administer the law you should adopt a merit
system that will provide a test of merit for those who are to dishurse
this large amount of money. It will be the best thing for the unem-

lovment insurance system to give to the people the feeling that is
1s not to bo made the football of polities in the States. It does not
give to the Board the power of appointing the individual, but simply
gives the power of approving a satisfagtory merit system.

Senator TownseEND. Are you familiar with the bill of Sonator
McKellar? .

Senator Byrnes. No, Senator; I am not.  When I went into it I
went into solely on the basis of the investigation made by the unem-
ployment committee and I submitted the proposal that I had to Mr.
Altmeyer, asking him to tell mo of his experience in the States, and I
think 1t would be of interest to you.

Senator Wavsu. Will you stato, Senator Byrnes, just what is the
present provision of law on this subject and just what change you
propose to make?

Senator ByrnEs. If you have a copy of the law before you, on page
8, section 303 it says:

The Board shall make no certification for payment to any State unless it finds
that the law of such State, approved by the Board under title IX, includes pro-

visions for—
(1) Such methods of adiministration (other than those relating to selection,

tenure of office, and compensation of personnel) as are found by the Board to be
reasonably calculated to insure full payment of unemployment compensation

when due.

It is specifically excepting the questions of the method of the selec-
tion, tenure of oflice, and compensation of personnel. The bill that
I have introduced provides:
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That clause (6) of Seetion 2 (a) of the Social Security Act is amended to read
as follows: “(5) ‘)rovido, such methods of administration, including methods relat-
shiment and maintenance of personnel stundards on a merit hasis,

ing to the establ
as are found by the Board to be necessary for the eflicient operation of the plan;”

Senator Jonnson. Sonator Byrnes, what would happon in the States’

that do not have o merit system? . )
Senutor Byrnes., Well, 1t would require 2 merit system in the State

that has no merit system in making these appointments, when they
are handling the money appropriated solely by the Federal Govern-

ment.,
Senator JounsoN. We will not stand for that kind of a statement
at all, because this money is all paid by the State. .
into that. We

Senntor Byryes. You were not here when we went i
have just gone into it.  Not a dollar is paid by the State government
for m{minist,mti«m.

Senator Jonxson. Oh, well, they colleet it all and then tho Federal
Governmont gives back some of it to the State for administration.

Senator Byrnes, Forty-nine million dollars was the estimate for
this purpose last year.  You are thinking about other features of the
law, but when it ¢omes to the unemployment insurance the State of
South Caroline and the State of Colorado do not contribute one
dollar to administer the unemployment insurance, The money you
voted for in tho last independont office bill, and next week you will
vote for it again, I suppose, includes this fund for administering un-
employment insurance.

Senator Jounson. Where does it como from when it goes into the
Fedoral Treasury? It comes right out of the State and you give back

part of their own money to them. )
Sonator Byunes. Of course, that would bo true of taxes paid under

any law,
Senator JounsoN. No, it is practically earmarked. The State of

Colorado pays in a certain amount, that is the people who employ
persons in Colorado pay in a certain amount, and tﬁxe money that they
pay in goes into the Federal Treasury, and if they pass a State un-
employment compensation act then 90 percent of their money is kept
by them in the form of an offset.

Senator Byrnes. Yes, but this administration money is not de-
ducted from that earmarked money.

Senator Jounson. It is 10 percent of that very monoy.

Senator Byrnes, I am sure I am right.

Senator JoinnsoN, Does not it come out of the 10 percent, sir?

Mr. Avrmever. Both of you are right.

Senator JounsoN. Of course it comes out of the 10 percent.

Mr. Aurmeyer. There is 90 percent offset against the Federal tax
for the contributions made into the State unemployment compensa-
tion fund, but the remaining is a Federal tax, not earmarked for any
such purpose. It is just as much a Federal tax as any other Federal
tax.
Senator Jonnson. But it is paid by the States in the first instance,
Stl\gr. AvurMEYER. All taxes are paid by the people in the several

ates.

. Senator Jounson. Ordinary taxes are paid by the individuals as
citizens of States, but this is a different thing altogether. Now we
will take a State. Suppose the State of Colorado has this tax placed
upon it, this 100 percent tax by the Federal Government, the money

“~
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goes direetly into the Federal Treasury. If they do not have any
State law they get nothing, no offset at all; it goes right into the
Federal Treasury, all of it, and is expended by tho Congress, but if
they will set up- and that was held out as an inducement to them- - if
they will enact an unemployment compensation law in their State,
then they are given an oftset of 90 percent, and the 10 pereent  etained
by the Federnl Government was supposed to take care of all the ex-
wenses, State and Federal.  So it is not fair to say that this money is
i"o(lorul money.  Of course it all is Federal money, but this is special
Federal money.

Senator Byurxes, Well, 1 repeat that it is not dedueted from funds
that are earmarked. It is true the 10 percent to which you refer is
like all tuxes paid into the Treasury. }\'m\' we might say that that
10 pereent is used for the purpose of the assistance it has granted to
the State of Colorado and State of South Carolinn in regarvd to all
of the other features of the bill, but certainly there is no deduetion
from any earmarked funds for the payment of administration of
unemployment insurance in the States.

Senator Jouxsoxn. It was planned this way to get away from un-
favorable Supreme Court decisions.  Congress levied a tax: - tux which
they had every right to do—that was one of their constitutional
rights-—they levied a tax and put all of it into the Federal Treasury.

Senator Byrnes, All right.

Senator Jonxsox. Then they said to the State, “Now if vou folks
will set up a plan we will give you an offset of 90 percent of that tax
which you may keep in your States.”

Senator Townsexp. Ninety percent of what?

Senator JounsoNn. Ninety percent of the total amount paid by the
employers and employees of the State.

Senator Byryes. And if you do not set it up vou do not get any-
thing.

Senator Jonnson. If you do not set it up you get nothing.

Senator Byxxges., That is right,

Senator JounsoN. You get none of these services, There are no
employees, under the merit system or out of it, unless you pass the
law. All right; they passed the law under that kind of compulsion.
It was a way that the Congress had of compelling States—and getting
around the Supreme Court difficulty— of compelling the States to
come in and set up the machinery for the administration of this whole
thing, and that is the way Congress planned it. Now they get
10 percent of their own money back for administration and other
expenses.

Senator Byrxes. It is a tax levied not on a State, but levied on an
individual, just as a tax levied upon gas or anything else, upon any
person in any State.  The people of any State contribute to all revenue
of the United States Government. When it conies to this particular
feature of the law the State does not contribute at all.

Senator Warsu, There must be some tax levied to puy the expenses

of the Board here.
Senator JounsoN. That comes out of the general fund and is part

of the 10 percent.

Senator Byrxes. That tax to which the Senator from Colorado
refers is levied just like the tax on gas or anything clse, and the tax
to pay the expenses of the Board, and of everything else, is paid out
of the revenue of the Federal Government pooled. None of it is
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earmarked.  We have never levied a tax, and we could not levy it
and sny that this 10 percent is to ho for this fund or that fund.

Senutor Wawsit. Tho point yon wre making is, from whuatever
source it comes, the snme money that is paid to this class of employees
comes from the same source that the money comes from that is paid
to the Board in Wushington?

Senator Byrnes. That is true.

Senntor MeKennar. And all other employees.

Senator Byunes. In reference to this 10 pereent that is laid apnrt
and earmarked, as you say, the Board here in Washington requires
a merit system for appointment, and the only purpose of the legisla-
tion would be that when this money is cullvctmi by the Federal Gov-
ernment, that is levied upon an individual and not upon a State,
the Federal Government should have something to say about the
approval of a merit system, not the approval of an individunl, but
the system by which employees ave nppointed.  ‘The Federal Govern-
ment. makes the approprintion and it has no right to make the appro-
printion to any State it the State is to have its officials make a political
machine out of the expenditure of funds from the Federal Government,

Senantor Jonnsox. Senntor Byrnes, may 1 ask you this question?

Senator Bynnes, Yes,

Senator Jounson. Is  the unemployment compensation  sell-
supporting?

Senator Byrnes, In what way do you mean?

Sonator Jounson, Is it self-supporting? Does it pay its way?

Senator Byrnes. 1 would find it diflicult to answer for the reason
that if you would take the expenses of the Board here

Senator Jonunson (interrupting). I mean the expenses of the Board
and everything.

Senator Byunes. It would not be fair to charge up to the unem-

loyment-insurance fund all of the expenses of the Social Security
F%onrd when they do other things hesides administer that fund, be-
cause they administer the other features of the law,

Senator Jounson. Yes.

Senator Byrnes. | would say, if you wanted to make an accurate
answer to that statement, you would have to apportion it, and I
really would not know without looking at the loss and taking the
amount spent by the Board and adding 1t up. 1 would not be able to
answer.  Have you any idea, Mr. Altmeyer?

Mr. ALT™MEYER. Yes.

Senator Jounson. I can give you the answer. It is self-supporting.

Mr. Aurmever. It is now, but we do not know whether in the
future that 10 percent will be suflicient to cover all the administra-
tive expenses of the States. In the case of Great Britain, for example,
the administrative expenses have gotten up as high as 12 percent.
If it oxceeds 10 percent here Congress will be asked to make grants
in excess of 10 percent.

Senator Jounson. Is it not barely possible that whenever it exceeds
10 percent. the Congress may change the law and make it self-support-
ing? In other words, it was the intention of Congress to make this
thing self-supporting and put this whole burden upon the people who
were tho beneficiaries of it, the employers and employees. ‘That was
the whole purpose of it, and Congress, in order to take care of the
difficulties of the admimstration of the whole matter, in order to get

-~
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away from what they were afraid of in the way of Supremo Court
decisions, they fell upon this method of the Federal Government lovy-
ing n tax, putting it into the Federal Treasury, letting the State set up
a complete organization of administration, and pormitting them to
keep an offset of 90 percent within their State. Now that is the plain
statement of the matter, and it does seem unreasonable now for tho
Federal Government to come in and say to the State, whon the
Federal Government was entirely dependent upon the State in the
first place to set this thing up, it does seem unreasonable that we
should become so dictatorial as to tell the State just how it should
set up its administration.

Senator Byrnes. Mr. Chairman, of course T would agree that wo
should not become too dictatorial at any time in the administration of
any one of these acts where we have contributions by the State and
Nation in cooperation. There is no reason for it, and there should not
be. This act provides in a number of places, in the various sections
to which I have referred, for the approval by the Board of many
things. The payment of unemployment compensation is to be made
solely through public unemployment offices in the State, or such
agencies as the Board may approve. If it does not approve of it, it
would not pay.

All that I have proposed in this bill of mine is not that any individual
shall be appointed by any official of the Social Security Board, but
gnly that a merit system shall be followed in appointments in the

tate.

I submit to the Senator, even without involving the question that
we have been discussing as to the contribution, that there can cer-
tainly be no harm done. If there is anything that we can agree upon
today it is that this social-security fund involves the expenditure of
the largest amount of money that we have ever had expended by any
department in behalf of the people. It is destined to grow, and we
should do everything in our power to remove any question as to this
fund being used by anybody anywhere for purposes other than the
object of the Congress. We should do everything in our power to
remove any question as to this fund being used for political purposes,
to have in a State some official appointed at the head of a labor depart-
ment, or some other department who has political aspirations and who
could build up a political organization out of this relief fund, out of
this fund appropriated by the people, by the Congress and collected
from the people to relieve unemployment and to help those who are
in trouble. I can see possibilities of it, and whenever it occurs in
the States it is going to bring this very praiseworthy act into disreputo
among the people. We can avoid it. We can avoid it now at the
beginning ‘of the operation of the law by simply providing not for
appointments, but for a system; for a merit system.

Now in every State, and I assume in Colorado, you have some kind

of a merit system, )
Senator JounsoN. We have the best merit system of any State.

It is a part of our constitution.

Senator Byrnes, Then it certainly could do no harm. They have
got no merit system in the constitution of my State, but I am entirely
willing that some system of merit should be applied in the appointment;
not naming the individuals, but a system that will be approved here.
I do not think you will find any State will object, unless somebody in
the State has an idea that they might want to use it to help themselves.
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Senator Jounson. May I point out to the Senators that the States
have a remedy. If there is an intolerable situation developed there
out of this the States have a remedy. They can repeal their law.
This law is dependent on the States for their statutory enactment, and
if an intolerable situation developed the State has its remedy at hand.

As far as the State of Colorado is concerned, and so far as my interest
in this thing in behalf of the State of Colorado is concerned, I am
entirely in accord with the Senator’s viewpoint and his purposes,
because we do have a merit system out there, and we want this set-up
that way. That is Colorado’s business, however; that is not the
business of Congress.

Now when we come to politics and to functions of government, and
all that sort of thing, the whole matter is in the same situation that
vou mentioned. It is not a peculiar thing to this thing, it is general.
It is a general problem.

Senator Byrxes, The next section of the bill provides that the
Board shall approve the character of employment office.  We might
say, in the same way, that that is South Carolina’s business and the
Board has nothing to do with it, but we determined that that would
not do, that to administer it in a uniform way throughout the countrv
we should give to the Board the right to lay down a rule by which
those employment oflices should be selected in the States,

1 think the Chairman of the Board might call to the attention of
the committee many things that must be approved. What clse is
there that must receive the approval of the Board?

Mr. AurMEYER. The metlm({ of administration must be reasonably
calculated to insure the full payment of unemployment compensation
when due.  So acting under that general mandate the Social Security
Board requires each State to submit its plan of administration, so that
it can be assured that the (!Ollgl'(‘SSiOllﬂll mandate is observed and the
purpose of the law accomplished.

Now I think the general proposition, Senator, is this: That in con-
sidering a Nation-wide plan of unemployment insurance Congress
was confronted with two alternatives—one a straight Federal system
of unemployment insurance financed and administered solely by the
Federal Government; the other was a Federal-State system, admine-
istered by the States but coordinated by the Federal Government,

Senator Jounson. That is right. .

Mr. ALT™mEeYER. In other words, the reason this problem came before
Congress was that it was a national problem. Congress had been
called upon to make huge appropriations for relief and work relief,
Therefore, it desired to develop an alternative that scemed to be wiser
than the past measures, and so to adopt this plan.

I am in full accord with Senator Byrnes’ position that there should
be standards Inid down in the Fedemlynot suflicient to assure a reason-
able degree of uniformity and efficiency of administration throughout
the country.

Senator WarLsn. Mr. Altmeyer, do you now control the number of
omployees that a State may designate for this work?

Mr. ALTMEYER. Yes, gir. L
Senator WaLsu. So you have that jurisdiction. Do you apportion

the amount of salaries that they pay these employces?
Mr. ALr™MEYER. Yes, sir.
Senator WavrsH. The total amount?
Mr. Aur™MeYER. The total amount; yes.

~
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Senator Warsu, So you now have, in the administration of this law,
without being specifically designated in the law, you have the general
yower to say Lo this State, “The total budget for the employees should
e so mueh?”

Mr. Aveseyven, That is right.

Senator Warsn. You have no right to say that the merit system of
selection should be employed?

Mr. Avesevew. There is no specifie provision that gives us such o
right.  That right may be derived from the Board’s goneral nuthority
to require eflicient administration, but the amendment of Senator
Byrnes would give the Board definite and specifie right to require such
system,

Senator Warsn, That is what this proposes to do; that is what he
secks to accomplish by this bill.

Mre, Avrvever, Yes, sir,

Senator Warst, Do 1 state it correctly?

Mr. AnrmeEveRr. Yes.

Senator MeKenrar, As I understand it, the difference is that part
of the law which is in parentheses in these sections “(other than those
relating to seleetion, tenure of office, and compensating of personnel)”,
and you think that that part ought to be out so that you would have
the same right that you had hefore?

Mr. Anrsever. That is right,

Senator McKenLar., Now, as I understand it, Mr. Byrnes, your
amendment here, the first is substantially the snme as the amendment
that I have offered. I had the investigating board prepare the amend-
ment that 1 offered on January 13 to read this way:

Mat clause (5) of section 2 (a) of the Soeial Seenrity Act is amended by striking
out “(other than those relating to sclection, tenure of oflice, and compensation
of personneD)” and inserting in lieu thereof “(including methods for the seleetion
of personnel on a merit basis)’’.

That is exactly what you are aiming at in this section,

Senator WawLst. In other words, you both have the snme objective,

Senator Byryes. We both have the same objective.

Senator McKeLLar., Yes; we both have the same objective.

. Senator Warsu, And it is for the committee to choose the best
Ianguage.

Senator McKeLLar, It would be satisfactory to me cither way.

Senator Byrnes. The Social Security Board and the drafting oflice
suggested to me that they should have the three sections, beeause the
language appears in those several places in the act.

Senator McKeLLar, That is true.

Mr. Avrmeyer. That is right. .
Senator Byrnrs., That is the explanation of the three sections,

because if it is taken care of in one 1t should be taken care of in the
other.

Senator Warsu. I understand,

Senator Byrnges. I particularly eall the attention of the committee
again to this amendment that I am really more interested in than
anything else, and that is in changing the time from 2 years to 1 year,
so as to make it possible for these States to pay earlier.

Senator WaLsu. Senator Johnson, the Senator explained that before
you came in.

Senator Byrnes. Yes. That is to enable the State to make their
henefits payable not before Junuary 1 beeause of the provision in the
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stutute of 2 yvears, but to chango it to 1 year, so if they see fit to do so
they can move it up and provide for the payment of these benefits
on July 1 this year, or October 1, or whatever day they want.  There
are a number of States that have legislutures in session now and
would like to have the opportunity to net upon that matter,

Semitor Jouxsox. Thank you, Senator. T will be glad to read your
remarks in the record. L am sorey 1 was late.

Senntor Byryes, That is all vight.

Senator Jouxson. 1 have one other question that 1 would like to
nsk Senantor Byrnes before he goes.

Senator Byunes. What is that?

Senator Jonxsox. 1 am glad that the Congress did aceept the see-
ond plan that Mr. Altmeyer mentions, the plan of making LLis 1 coop-
erative enterprise between the States and the Federal Government, 1
have watched the operation of these matters of joint interest hetween
the United States Government and the State governments, and in all
cases where they have turned over the administration io these States |
think they met with great sucecess, and | think that is a splendid plan,
instead of trying to direet everything from Washiugton, so 1 am very
happy that you chose the plan that you did choose.

Now, the question that I want to direet to you, Senator Bymes, is
this: This has been a cooperative plan between the States and the
Federal Government. The law was laid down. The States were
induced to come in and do their part,  They were told what the Fed-
eral law was, and they were told what their powers would be.  They
wecepted those powers and they passed their laws.  Now you are
coming in, after this agreement has been made and after this contract
has been entered into between the States and the Federal Govern-
ment, and you are trying to change the conditions. Is it fair upon the
mrl of Congress to do that now, after the States have aceepted and
{uwo come in and are working under this plan?  Is it fair now for the
Federal Government, for the Congress, to begin encroaching upon the
States and begin to iny down new rules, new laws, new regulations,
compelling the States to do things that they did not know ahout when
they entered into this contract?

Senator Byrxes, I think certainly the Congress would never say
that the social-sceurity law as it was passed, should never, through all
time to come, be amended in any particular,

Senator Warsu. As a matter of fact there is a bill pending in the
House, a very important bill, which contains a large number of
amendments that tlm Department considers to be essential by reason
of its discoveries made in the operation of the law. Is that correet?

Mr. Avrsmevenr. Yes, siryand before the Finance Committee, too.

Senator Byuxes, Before this committee, too,

Senator Warsh, How many amendments are proposed?

Mr Aneaeyen, Oh, there must be two or three dozen.

Senator Jornsox. May I ask if those nmendments have to do with
functions given to the State to perform or with functions retained by
the Federal Government under this law?

Senator Bynnes. Some of them do.

Senntor Jonnson., Some of thein change the status of these States?

Mr. Anrsevenr, It clarifies the language and some of the provisions
ease up matters for the States.  For instance, in the colleetion of sums
of money from the estates of these aged persons who are receiving
old-age assistance there has been some difliculty experienced by the

-
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States in securing compliance with present provisions, and we suggest
a modification to correct that.

Senator Jounson. Experience in the administration of any law,
nearly always call for changes. You cannot get the thing perfect in
the first instance. This, however, is a fundamental change aflecting

only the States. L
Senator ByrnEes. Of course, 1 do not think it is such a fundamental

changoe.

Senator Jonnson. It is one affecting the States.

Senator Byrnes. Every one of these will affect the States. If the
Senator will take the trouble to read the amendment he will see that
that is true. 1 have read a number of these amendments, and there
will be many more.

Senator Jounson. Under it will there be any encroachment upon
the States?  Will they cut off the powers of the States?

Senator Byrxes. Undoubtedly some persons will argue that they
will encroach upon the States. There will be a great many more
changes, Senater, Senator Vandenberg, you know, has been taking

uite an interest in the committee. There will be fundamental changes
that will aflfect this law. Whenever we undertake in this country a
system of this kind for the first time it will not be perfect and as the
result of experience we must change it in order to make it serve the
purpose that we want it to serve. I do not think any State is going
to object, any more than the State of Colorado will.

Senator Jounson. Colorado will not object at all, because we have
a merit system,

Senator Byrngs. Unless there are one or two States that will want
to do what no one will ever desire to have them do. What Mr,
Altmeyer says I think is correct. If it ever breaks down in one State
in she Union and this system is used as a political football it will
break down in every State in the Union,

Senator McKrLranr., Absolutely.

Senator Warsu, I would like to have you state for the record
how this law is administered, so far as the merit system is concerned,
in the District of Columbia. Is it administered entirely on the merit

system?
Mr. AnrMevER. Noj it is not.
Senator Wawsi, Who makes the appointments?
Mr. AvrmevER. They have a commission and director under the

Commission, ) ) o
Senator WarLsn. We will be affecting the District of Columbia by
this act as well? ~

Mr. ALTMEYER, Yes. .
Senator WaLsu. Now, the Board 1tselfi has that amendment in its

law, and has limited the exceptions entirely to investigators and law-
yers, has it not?

Mr. AvtmeYER. Lawyers and experts.
Senator Warsu. I remember great care was taken to have the

general act and the administration by the Federal Government as
strongly tied up with the merit system as it is possible to do so.

Mr. ALTMEYER. I might say as far as that one exception is concerned
as to lawyers and experts, that the Civil Service Commission takes
the position that it 1s no longer necessary for the Board to make
n'ppomtments under that expert clause, inasmuch as they believe that
if registers are not available they can be made available for all the
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AMENDING THE SOCIAL SECURITY ACT—PROVIDING
FOR AN INVESTIGATION OF THE TENNESSEE UNEM-
PLOYMENT COMPENSATION DIVISION OF THE SOCIAL
SECURITY BOARD

TUESDAY, FEBRUARY 15, 1038

UNiTED STATES SENATE,
SuncoMMIiTTEE oF THE COMMITTEE ON FINANCE,
o Washir. on, D. C.

The subcommittee met, pursuant to call, at'10:30 a. m. in the Senato
Finance Committee room, Senate Office Building, Senator David 1.
Walsh (chairman), presiding. b

Present: Senators Walsh (chairman), Edwin C. Johnson, and John
G. Townsend, Jr.

Also present: Senator James F, Byrnes, of South Carolina; Senator
Kenneth McKellar, of Tennessee; Senator Georgp L. Berry, of Ten-
nessee; Arthur J. Altmeyer, Chairman, Social Security Board; Frank
Bane, Executive Director, Socinl Sccurity Board.

Senator Warsu. A subcommittee of the Committee on Finance
of the Senate is meeting this morning for l*]v](‘ purpose of hearing
evidence und cousidering what action should He taken on Senate
Resolution 226, S. 3235, both of which were introduced by Benator
McKellar, and S. 3370, introduced by Senator Byrnes. _

S. 3236 and S. 3370 scek to amend the Sociat-Security Aet, so as
to provide for the establishment and maintenunce of certain personnel
standards on a merit basis. They both limit the pérsonnel standards
to those receiving compensation from appropriations by the I'ederal
Government.

Senate Resolution 226, ‘bricfly stated, requests the ereation of a
specinl committeq composed of five Senators to make an investigation
into the administration, activities, and operations of the Tennessce
Unemployment Comprensation Division of the Social Security Board.
Both the resolution and‘the two hills relate’ to provisions in Publie,
No. 271, Seventy-fourth Congress, the Secial Security Act, which
provisions are as follows: ‘

Section 2 (a) (5):

Provide such methods of administration (other than those relating to selection,
tenure of office, and compensation of Pel’sonnol) as are found by the Board to be
necessary for the efficient operation of the plan,

Section 303 (a) (1):

Such methods of administration (other than those relating to sclection, tenure
of office, and compensation of personnel) as are found by the Board to be reason-
ably calculated to insure full payment of unemployment compensation when due.

Section 402 (n) (5): -

Provide such methods of administration (other than those relating to selection,
tenure of office, and compensation of |persxonmsl) as are found by the Board to be
necessary for the efficient operation of the plan. ;
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Section 503 (a) (3):

Provide such methods of administration (other than those relating to selection,
tenure of office, and compensation of personnel) as are necessary for the efficient

operation of the plan.

Section 513 (a) (3):

. Provide for such methods of administration (other than those relating to sclec-
tion, tenure of office, and compensation of personnel) as are necessary for the
efficient operation of the plan,

Section 1002 (a) (5):

Provide such methods of administration (other than those relating to sclection,
tenure of office, and compensation of personnel) as are found by the Board to be
necessary for the eflicient operation of the plan.

[S. Res. 228, 75th Cong. 3d sess.)
RESOLUTION

Reselved, That there is hereby created a special committee, to be composed of
five Senators, to be appointed l)y the President of the Senate, which committee
is hereby authorized and directed to make a full and complete investigation into
the administration, activitics, and operations of the Tennessee Unemployment
Compensation Division of the Social Sceurity Board. The said committee shall
report to the Senate as carly as practicable the results of its investiagtion, together
with recommendations as to the advisability or necessity of amending the Social
Security Act so as to provide for the appointment of personnel on a merit basis,

For the purposes of this resolution the committee, or any duly authorized
subcommittee thereof, is authorized to hold such hearings, to sit and act at such
times and places during the sessions, recesses, and adjourned periods of the Scnate
in the Seventy-fifth Congress, to employ such clerical and other assistants, to
require by subpena or otherwise the attendance of such witnesses and the pro-
duction of such books, papers, and documents, to administer such oaths, to take
such testimony, and to make such expenditures, as it deems advisable, The cost
of stenographic services to report such hearings shall not be in excess of 25 cents
per hundred words. The ex{)cnses of the committee, which shall not execeed
$2,500, shall be paid from the contingent fund of the Senate upon vouchers

approved by the chairman,

{S. 3235, 75th Cong., 3d sess.)

A BILL To amend the Soclal Security Act so as to provide for the selection on a morit basis of certain per-
sonnel for whose compensation appropriations are made by the Federal Government

Be it enacled by the Senale and House of Representatives of the United States of
America 1n Congress assembled, That clause (5) of section 2 (a) of the Social
Security Act is amended by striking out ‘‘(other than those relating to selection
tenure of office, and compensation of personnel)” and inserting in licu thercof
“(including methods for the sclection of personnel on a merit basis)”.

Sec. 2. That subdivision (1) of section 303 (a) of the Social Security Act is
amended by striking out “(other than those relating to selection, tenure of office,
and compensation of personnel)” and inserting in lieu thereof *‘(including methods
for the selection of personnel on a merit hasis)”,

{8. 3370, 75th Cong. 3d sess.}

A BILL To amend the Social Sccurity Act to pros!de for the establishment and maintenanco of certain
personnel standards on a merit basis, and for other purposes

Be it enacted by the Senale and House of Represenlatives of the Uniled Stales of
American in Congress assembled, That clause S5) of section 2 (a) of the Social
Security Act is amended to read as follows: ‘‘(5) provide such methods of admin-
istration, including methods relating to the establishment and maintenance of

ersonnel standards on a merit basis, as are found by the Board to be necessary
or the cfficient operation of the plan;”

SEc. 2. Section 303 (a) (1) of such Act is amended to read as follows:
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(1) Such methods of administration, including methods relating to the estab-
lishment and maintenance of personnel standards on a merit basis, as are found
by the Board to be reasonably ealculated to insure full payment of unemploy-
ment compensation when due; and”,

SEc. 3. Clause (5) of section 402 (a) of such Act is amended to read as follows:
(5) l)rovide such methods of administration, including methods relating to the
establishment and maintenance of personnel standards ‘'on a merit basis, as are
found by the Board to be necessary for the efticient operation of the plan; and”.

Skec. 4. Clause (3) of section 503 (a) of such Act is amended to read as follows:
‘(8) provide such methods of administration, including methods relating to the
establishment and maintenance of personnel standards on a merit basis, as are
necessary for the efficient operation of the plan;”.

Sec. 5. Clause (3) of section 513 (a) of such Act is amended to read as fol-
lows: “(3) provide such methods of administration, including methods relating
to the establishment and maintenance of personnel standards on a merit basis,
as are necessary for the eflicient operation of the plan;”.

SEc. 6. Section 903 (a) (2) of such Act is amended by striking out the words
“two years” and inserting in lieu thercof the words “‘one yvear”,

Sec. 7. Clause (5) of section 1002 (a) of such Act is amended to read as follows:
“(5) provide such methods of administration, including methods relating to the
establishment and maintenance of personnel standards on a merit basis, as are
found by the Board to be nccessary for the eflicient operation of the plan;”.

Senator Warsu. Now, I do not want to keep Senator McKellar,
Senator Byrnes, and Senator Berry here any longer than necessa
but I think Senators, it would be of great help to me, and it wolm
to you, if these gentlemen would explain to us the present law and
how it operates. What would you say to that?

Senator McKeLnar. All right, sir.

Senator Byryes., All right.  If you give me 2 minutes I can tell
you what it is.

Senator McKrrrar. Which one do you want to discuss?

Senator Byrnes. S. 3370. The principal purpose of my bill has
no reference to this question of appointment. The thing which I am
particularly interested in is the provision in the bill that would enable
tho States to pay unemployment insurance benefits at an earlier date
than is now possible under the social-security law, and under the laws
of the States.

There are a number of States which will not begin these payments
until January 1. The funds are available, and the only way in
which they can have these payments made on either July 1 or Octo-
ber 1 is by one sentence of the law now reading “Two vears” being
changed to “one year.” If that is done then the legislature in the
State of Ohio, for instance, the State which has communicated with
us more than any other State, can change its law so as to make these
benefits payable before January 1.

If we can see into the future at al! we would know that it will at
least provide a cushion in these States for their unemployed. While
we may have to increase the relief expenditures, still the unemploy-
mont insurance benefits would be of great assistance.

It occurred to me that while that was being done, and while I am
assured that if this bill is enacted special sossions of legislatures will
be called in one or two States, we should at the same time provide
that the State should use some merit system to be approved by the
Social Security Board in the appointment of the administrators of the

unemployment insurance law.



4 AMENDING THE SOCLAL SECURIEY ACT

Senator Warsu. Your bill embraces what Senator MeKellar's bill
does, but it also embraces another aspeet.

Senator Byryes. Yes. Now this matter was ealled to our atten-
tion by the unemployment investigation we have been conducting.
At that time o number of gentlemen who eame before the committee

wesented to us the facts that prompted this amendment, and weo
{uul the representatives of the Board give to us a statement of the
facts showing the States in which this change was necessary.

If you have a copy of S. 3370, it is scetion 6: “Section 903 (n) (2)
of such aet is amended by striking out the words ‘two years’ and
inserting in licu thereof the words ‘one year.” ”’

Senator MceKrnuar, What would be the effect of that, Senator
Byrnes?

Senator Byryes, [ will ask you gentlemen to tell me in how many
States this would affeet the payment of unemployment insurance
benefits.

Mr, Avrrsmever. There are 23 Statex, counting the District of
Columbin as a State, that started paying benefits on January 1. In
fact Wisconsin started a year and a half before that. There are fivo
States that will start between now and July 1, and all of the rest of
the States, with the exception of Illinois, Georgin, and Montann,
start paying somao time on or hefore July 1, 1939,

Now, as Senator Byrnes says, the effect of his proposal would be that
certain States that are now precluded from starting payment of
benefits sooner than 2 years after the first day of the period for which
the contributions were required may now amend their lnws. T mean
if this becomes a law they may then amend their own State laws so
as to advance the payment of benefits and pay any time after 1 year,
after the first day of the period for which contributions were required.

Senator Warsu. Now, what is the provision in the Federal law that
operates to make different periods of time for payment in different
States?

Mr. ALtMeYER. The Federal lnw, as one of the requiroments of the
Stato law, reads as follows:

No compensation shall be payable with respect to any day of unemployment
occurring within two years after the first day of the first period with respect to

which contributions are required.
Senator Warsn. So that some States require contributions to be
commenced earlier than others?

Mr. ALtseYER. Yes, sir. .
Senator Warsu. And the result is that that general law precludes

or operates to make the time of payment 2 years, makes the time of
payment of unemployment compensation 2 years after the com-
mencement of the payment of the tax. ’

Mr. ALTMEYER. Yes, sir.

Senator Warsh. Will that have any harmful effect, in a financial
way, to advance these payments?

Senator Byrnes. I was just coming to that.

Senator Warsu. All right.
Senator Byrnes. The funds have been set aside in the Treasury to

tho credit, for instance, of the State of Ohio unemployment insurance
fund. It will not affect the fund in anyway, but by reason of their
delay in enacting their own laws, this 2-year provision will preclude
them from making the payment before January 1 unless we make it

1 year,
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Senator Warnsit, And 1 suppose the 2-year provision which was
originally fixed to give them that period of time to provide a State
lnw that would operate in conjunction with the Federal law?

Senator Byrxes. That was the reason for it. 1t will not have any
effect except to give to the State this opportunity.  In other words,
the Clongress will have done its part, and if the State fails to legislate
and fails to move up the date it will be the fault of the Stute legislature,
the State government, and it cannot complain of the action of the
Congress, but they eannot do it unless we make this change to 1 year.

Senator Warsn. Is there any objection to that change from the
Social Seeurivy Board?

Mr. Aurvever. None at all,

Senator Byernes. 1 may say, Mr. Chairman, before drawing the
bill 1 discussed the matter with the chairman of the Board as {o this
feature and as to the other features of the bill.

Senator Warsu., With the Senator’s usual eaution and conservatism
he has taken all the preliminary steps.

Senator Byryes. Mre, Chairman, it may not always be justified,
but in this particular instance I might say that my hope was that by
doing that we might facilitate the consideration of it, because I know
there are some legislatures in session and if we could act upon this with
any promptuness they might he able to do it now, and if not it would be
of no service at all, because if they do not meet until next year it will
just be an academic question.

Senator Townsenp. Do you know of any objection to it?

Senator Byrxes. Not at all. I am satisfied there will be no objec-
tion.

Now there is the other question, and that question was hefore our
committee in investigating this matter.

Senator Warsu. And the other question is the one that is embraced
also in the bill presented by Senator MceKellar?

Senator Byrxes. T understand so. T have not read Senator
MecKellar’s bill, but T will say during the investigation it was pre-
sented to us that in some States the employees were not selected by a
merit system that would meet with approval judged by the tests that
;vo think should he applied in the selection oi! men to administer this
aw.
Now, the Federal Government is providing the funds for adminis-
tration and therefore it is proper, in my opinton, that we should have
something to say about the manner in which the appointments shall be
made within the States.

Senator Wavrsn, I think we are all agreed'upon that. All adminis-
tration funds are provided for by the Federal Government out of the
Federal Treasury for unemployment insurance. Is that right,

Mr. Altmeyer?
Mr. Aurmever. That is correet; out of the general fund of the

Federal Treasury.

Senator WawLsu. And none of the funds collected from employers
or employees is applied for administration purposes.

Senator Byuxes. That is true. There is no question about that.

Senator Warsu. I want that clearly on the record so we will have a
place to begin with,

Senator Townsexp. No money from the State is taken for that

purpose?
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Senator Byrnes. The unemployment insurance provision is dif-
ferent from the other features of the bill. Our approprintion bills
carry approprintions for the administration of that law. Thoreforo,
it seems to bo proper for us to say who shall bo appointed, and give
to the Board the power to disapprove a system which does not provide
a satisfactory merit system in these appointments.  1f wo are to pay
the money wo ought to have that power. There is great danger in
some sections of the country, ]Cvi(llonm has already been presented
that the employees have not been selected by a satisfactory merit
systom, and I think with the handling of such’a tremendous amount
of money no man is going to disapprove of a merit system which
receives the approval of the Board hero.

Senator Warsi. Do you know, Senator, why the administration of
the unomployment insuranco law was treated differently from the
other administrative features of this bill?  Why was not the samo
system, the snme method of the application of tho general civil service
under the Federal laws applied to all employees, including the unem-
ployment insurance?

Senator Byrnks. The purpose at the time was to try to give com-
pleto power to the States. I remember the discussion, and I think
you will recall it. Wo were endeavoring to place power in the State
as to tho administration of it, and the selection of appointees, and par-
ticularly as the State was'making contribution in the other phases of
the act, the other fentures of the act.  Kven now, under this proposal,
we would not undertake to say that John Jones or Sam Brown should
be appointed in tho State of New York, but we say, if wo are to ap-
propriate money to administer the law vou should adopt a merit
system that will provide a test of merit for those who ave to dishurse
this large amount of money. It will bo tho best thing for the unem-
ployment insurance system to give to the people the feeling that is
18 not. to be made the football of politics in the States. It does not
give to the Board the power of appointing the individual, but simply
gives the power of approving a satisfactory merit system.

Senator TownseND., Are you familiar with the bill of Senator
MecKellar?

Senator Byrxes. No, Senator; I am not. When I went into it I
went into solely on the basis of the investigation made by tho unem-
ployment committee and I submitted the proposal that I had to Mr.
Altmeyer, asking him to tell me of his experience in the States, and T
think it would be of interest to you.

Senator WaLsn. Will you state, Senator Byrnes, just what is the
present provision of law on this subject and just what change you
propose to make?

Senator Byrnes. If you have a copy of the law before you, on page
8, section 303 it says:

The Board shall make no certification for payment to any State unless it finds
that the law of such State, approved by the Board under title IX, includes pro-

visions for—-
(1) Such methods of administration (other than those relating to selection,

tenure of office, and compensation of personnel) as are found by the Board to be
reasonably calculated to insure full payment of unemployment compeunsation
when due.

It is specifically excepting the questions of the method of the selec-
tion, tenure of office, and compensation of personnel. The bill that

I have introduced provides:
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That clause (5) of Scetion 2 (a) of the Social Sceurity Act is amended to read
as follows: “(5) provide such methods of administration, Including methods relat-
ing to the establishment and maintenance of personnel standards on a merit hnsm,

; 5
as are found by the Board to be necessary for tho efficient operation of the plan;

Senator Jonunson. Senator Byrnes, what would happon in the States
that do not have a morit system?

Senator Byryes. Well, 1t would require a merit system in the State
that has no merit system in making these appointments, when they
are handling the money appropriated solely by the Federal Govern-

ment.
Senator Jounson, We will not stand for that kind of a statement

at all, because this money is all paid by the State.

Senator Byrnes. You were not here when we went into that. We
have just gone into it.  Not o dollar is paid by the State government
for administration,

Senator Jouxson. Oh, well, they collect it all and then the Federal
Government gives back some of it to the State for administration.

Senator Byryes, Forty-nine million dollars was the estimate for
this purpose last year, You are thinking about other features of the
law, but when it comes to the unemployment insurance the State of
South Carolinn and the State of Colorado do not contribute one
dollar to administer the unemployment insurance, The money you
voted for in the last independent office bill, and next week yvou will
vote for it again, I suppose, includes this fund for administering un-
cmployment insurance. '

Senator Jounson., Where does it come from when it goes into the
Federal Treasury? It comes right out of the State and you give back

part of their own money to them. .
Senator Byryes. Of course, that would be true of taxes paid under

any law,

Senator Jonnson. No, it is practically earmarked. The State of
Colorado pays in a certain amount, that is the people who employ
persons in Colorado pay in a certain amount, and t,he money that they
pay in goes into the Federal Treasury, and if they pass a State un-
employment compensation act then 90 percent of t{;elr money is kept
by them in the form of an offset.

Senator Byr~Ees. Yes, but this administration money is not de-
ducted from that earmarked money.

Senator Jonnson. It is 10 percent of that very money.

Senator Byrnes. I am sure I am right,

Senator Jonnson. Does not it come out of the 10 percent, sir?

Mr. ALrMeYER. Both of you are right.

Senator Jounson. Of course it comes out of the 10 percent.

Mr. AurMeYER. There is 90 percent offset against the Federal tax
for the contributions made into the State unemployment compensa-
tion fund, but the remaining is a Federal tax, not earmarked for any
stsuch purpose. It is just as much a Federal tax as any other Federal

ax.
Senator Jornson. But it is paid by the States in the first instance,
Stx\tlr. ArrtMEYER., All taxes are paid by the people in the several

ates.

. Senator Jonnson. Ordinary taxes are paid by the individuals as
citizens of States, but this is a different thing altogether. Now we
will take a State. Suppose the State of Colorado has this tax placed
upon it, this 100 percent tax by the Federal (' svernment, the money

~
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goes directly into the Federal Treasury. If they do not have any
State law they get nothing, no offset at all; it goes right into the
Federal Treasury, all of it, and is expended by the Congress, but if
they will set up~—and that was held out as an inducement to them--if
they will enact an unemployment compensation law in their State,
then they are given an offset of 90 percent, and the 10 percent  etained
by the Federal Government was supposed to take care of all the ex-
enses, State and Federal.  So it is not fair to say that this money is
‘ederal money. Of course it all is Federal money, but this is special
Federal money.

Senator Byrnes. Well, T repeat that it is not deducted from funds
that are earmarked. Tt is true the 10 percent to which you refer is
like all taxes paid into the Treasury. Now we might say that that
10 percent is used for the purpose of the assistance it has granted to
the State of Colorado and State of South Carolina in regard to all
of the other features of the bill, but ecertainly there is no deduction
from any earmarked funds for the payment of administration of
unemployment insurance in the States.

Senator JonnsoN. 1t was planned this way to get away from un-
favorable Supreme Court deeisions.  Congress fevied a tax—a tax which
they had every right to do—that was one of their constitutional
rights—they levied a tax and put all of it into the Federal Treasury.

Senator Byrxes, All right.

Senator Jouxsoxn. Then they said to the State, “Now if von folks
will set up a plan we will give you an offset of 90 percent of that tax
which you may keep in your States.”

Senator TowNsEND. Ninety percent of what?

Senator Jounson. Ninety percent of the total amount paid by the

employers and employees of the State, )
Senator ByrNes. And if you do not set it up you do not get any-

thing.

Senator Jonnson. If you do not set it up you get nothing.

Senator Byrnes. That is right.

Senator JounsoN. You get none of these services. There are no
employees, under the merit system or out of it, unless you pass the
law. All right; they passed the law under that kind of compulsion.
It was a way that the Congress had of compelling States—and getting
around the Supreme Court difliculty— of compelling the States to
come in and set up the machinery for the administration of this whole
thing, and that is the way Congress planned it. Now thoy get
10 percent of their own money back for administration and other
expenses,

Senator Byrnks. It is a tax levied not on a State, but levied on an
individual, just as a tax levied upon gas or anything else, upon any
person in any State. The people of any State contribute to all revenue
of the United States Government. When it comes to this particular
feature of the law the State does not contribute at all.

Senator Warsa. There must be some tax levied to pay the expenses

of the Board here. )
Senator Jounson. That comes out of the general fund and is part

of the 10 percent.

Senator ByrNes. That tax to which the Senator from Colorado
refers is levied just like the tax on gas or anything else, and the tax
to pay the exponses of the Board, and of everything elso, is paid out
of the revenue of the Federal Government poole(%. None of it is
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earmarked. We lave never levied a tax, and weo could not levy it
and say that this 10 percent is to be for this fund or that fund.

Senutor WarLsu. The point you are making is, from whatever
source it comes, the snme money that is paid to this class of employees
comes from the same source that the money comes from that is paid
to the Board in Washington®

Senator Bynrnes. That is true.

Senator McKeLvan. And all other employees.

Senator Bynnes, In reference to this 10 percent that is laid apart
and earmarked, as you say, the Boovd here in Washington requires
a merit system for appointment, nud the only purpose of the legisla-
tion would be that when this money is -,-nllcctv(‘ by the Federal Gov-
ernment, that is levied upon an individual and not upon a State,
the Federal Government should have something to say about the
approval of a merit system, not the approval of an individual, but
the system by which employees are uppointed.  The Federal Govern-
ment makes the approprintion and it has no right to make the appro-
priation to any State il the State is to have its officials make a political
machine out of the expenditure of funds from the Federal Government,

Senator Jonxnsox. Senator Byrnes, may [ ask vou this question?

Senator Byrxes. Yes.

Senator Jonnson. Is the unemployment compensation self-
supporting?

Senntor Byrnes, In what way do you mean?

Senator Jounson. Is it self-supporting? Does it pay its way?

Senator ByrNes. 1 would find it difficult to answer for the reason
that if you would take the expenses of the Board here—-

Senator Jonnson (interrupting). I mean the expenses of the Board
and everything.

Senator Byr~es. It would not be fair to charge up to the unem-

loyment-insurance fund all of the expenses of the Social Security
oard when they do other things besides administer that fund, be-
cause they administer the other features of the law.

Senator JounsoN. Yes.

Senator ByrNEes. I would say, if you wanted to make an accurate
answer to that statement, you would have to apportion it, and I
really would not know without looking at the loss and taking the
amount spent by the Board and adding it up. I would not be able to
answer. Have you any idea, Mr. Altmeyer?

Mr. ALTMEYER. Yes, .
Senator Jounson. I can give you the answer. It is self-supporting.

Mr. ALT™MEYER. It is now, but we do not know whether in the
future that 10 percent will be sufficient to cover all the administra-
tive expenses of the States, In the case of Great Britain, for example,
the administrative expenses have gotten up as high as 12 percent.
If it exceeds 10 percent here Congress will be asked to make grants
in excess of 10 percent.

Senator Jounson. Is it not barely possible that whenever it exceeds
10 percent the Congress may change the law and make it self-support-
ing? In other words, it was the intention of Congress to make this
thing self-supporting and put this whole burden upon the people who
were the beneficinries of it, the employers and employees.  That was
the whole purpose of it, and Congress, in order to take carve of the
difliculties of the administration of the whole matter, in order to get

~
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away from what they were afraid of in the way of Supreme Court
decisions, they fell upon this mothod of the Federal Govornment lovy-
ing a tax, putting it into the Federal Treasury, letting the State set up
a complete organization of administration, and pormitt.ing them to
keep an offset of 90 percent within their State.  Now that s the plain
statement of the matter, and it does seem unreasonable now for the
TFederal Government to come in and say to the State, when the
Federal Government was entirely dependent upon tho State in the
first place to set this thing up, it does seem unreasonable that we
should become so dictatorinl as to tell the State just how it should
set up its administration,

Senator Byrnes., Mr. Chairman, of course T would agreo that wo
should not. become too dictatorial at any time in the administration of
any one of these acts where we have contributions by the State and
Nation in cooperation,  There is no reason for it, and there should not
be. This act provides in a number of places, in the various sections
to which I have referved, for the approval by the Board of many
things. ‘The payvment of unemployment compensation is to be made
solely through public unemployment oflices in the State, or such
ageneies as the Board mny approve. If it does not approve of it, it
would not. pay.

All that I have proposed in this bill of mine is not that any individual

shall be appointed by any official of the Socinl Security Board, but
only that a merit system shall be followed in appointments in tho
State,
I submit to the Senator, even without involving the question that
we have been discussing as to the contribution, that there can cer-
tainly be no harm done.  If there is anything that we can agree upon
today it is that this social-sccurity fund involves the expenditure of
the largest amount of money that we have ever had expended by any
department in behalf of the people. Tt is destined to grow, and wao
should do everything in our power to remove any question as to this
fund being used by anybody anywhere for purposes other than the
object of the Congress. We should do everything in our power to
remove any question as to this fund being used for political purposes,
to have in a State some oflicial appointed at the head of a labor depart-
ment, or some other departiment who has political aspirations and who
could build up a political organization out of this relief fund, out of
this fund appropriated by the people, by the Congress and collected
from the peoplo to relicve unemployment and to help those who are
in trouble. can see possibilities of it, and whenevor it occurs in
the States it is going to bring this very praiseworthy act into disreputo
among the people. We can avoid it. We can avoid it now at tho
beginning of the operation of the law by simply providing not for
apgointmonts, but for a system; for a merit system.

Now in every State, and I assume in Colorado, you have some kind

of a merit system.
Senator Jounson. We have the best merit system of any State.

It is a part of our constitution. .

Senator Byrnes. Then it certainly could do no harm. They have
got no merit system in the constitution of my State, but I am entirely
willing that some system of merit should be applied in the appointment;
not naming the individuals, but a system that will be approved here.
I do not think you will find any State will object, unless somebody in
the State has an idea that they might want to-us¢it to help themselves.
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Senator JounsoN. May T point out to the Senutors that the States
have a remedy. If there is an intolerable situation developed there
out of this the States have a remedy. They can repeal their law,
T'his law is dependent on the States for their statutory enactment, and
if an intolerable situation developed the State has its remedy at hand.

As far as the State of C'olorado is concerned, and so far us my interest
in this thing in behalf of the State of Colorado is coneerned, I am
entirely in accord with the Senator’s viewpoint and his purposes,
hecause we do have a merit system out there, and we want this set-up
that way. That is Colorado’s business, however; that is not the
business of Congress.

Now when we come to polities and to functions of government, and
all that sort of thing, the whole matter is in the same situation that
vou mentioned. 1t is not a peculinr thing to this thing, #t is general.
It is a general problem.

Senntor Byrezes, The next geetion of the bill provides that the
Board shall approve the character of employment office. We might
say, in the same way, that that is South Carolinag’s business and the
Board has nothing to do with it, but we determined that that would
not do, that to administer it in a uniform way throughout the country
we should give to the Bonrd the right to lay down a rule by which
those employment oflices should be seleeted in the States,

I think the Chaivman of the Boanrd might eall to the attention of
the committee many things that must be approved. What else i¢
there that must receive the approval of the Board?

Mr. Avrsiever. The nwt!m(‘ of administration must he reasonably
ealeulated to insure the full payment of unemplovment compensation
when due.  So aeting under that general mandate the Suviul Security
Board requires ench State to submit its plan of administration, <o that
it can he assured that the ('ongrossimm" mandate is observed and the
purpose of the law accomplished.

Now | think the general proposition, Senator, is this: That in con-
sidering a Nation-wide plan of unemployment insurance Congress
was confronted with two alternatives—one a straight Federal system
of unemployment insurance financed and administered solely by the
Federal Government; the other was u Federal-State svstem, ndmine
istered by the States but coordinated by the Federal Government,

Senator Jounson. That is right.

Mr. Avrmever. Inother words, the reason this problem came before
Congress was that it was a national problem. Congress had heen
called upon to make huge appropriations for relief and work relief.
Therefore, it desired to develop an alternative that scemed to be wiser
than the past measures, and so to adopt this plan,

I am in full nccord with Senator Byrnes' position that there should
be standards lnid down in the Federal act suflicient to assure a reason-
able degree of uniformity and efficiency of administration throughout
the country.

Senator Warsi, Mr. Altmeyer, do you now control the number of
employees that a State may designate for this work?

Mr. Autseyer. Yes, gir,

Senator WarsH. So you have that jurisdiction. Do you apportion
the amount of salaries that they pay these employees?

Mr. Avrmever. Yes, sir,

Senator Warsu. The total amount?

Mr. ArmeveR. The total amount; yes.
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Senator WaLsH. So you now have, in the administration of this law,
without being specifically designated in the law, you have the general
’)ower to say to this State, “The total budget for the employees should

e s0 much?”

Mr. Aurmever. That is right.

Senator WarLst. You have no right to say that the merit system of
sclection should be employed?

‘Mr. Avemeven. There is no specific provision that gives us such a
right. That right may be derived from the Board’s general authority
to require efficient administration, but the amendment of Senator
Byrnes would give the Board definite and specific right to require such
system.

" Senator WawLsn. That is what this proposes to do; that is what he
seeks to acqpmplish by this bill.

Mr, Arraever. Yes, sir,

Senator Wawsu. Do I state it correctly?

Mr. ALTMEYER. Yes.

Senator McKrerrar. As I understand it, the difference is that part
of the law which is in parentheses in these sections “(other than those
relating to selection, tenure of office, and compensating of personnel)”,
and you think that that part ought to be out so that you would have
the same right that you had hefore?

Mr. Autsever. That is right.

Senator McKeLLAR, Now, as I understand it, Mr. Byrnes, your
amendment here, the first is substantially the same as the amendment
that I have offered. I had the investigating board prepare the amend-
ment that I offered on January 13 to read this way:

Mat clause (3) of section 2 (a) of the Social Security Act is amended by atriking
out “(other than those relating to sclection, tenure of oflice, and compensation
of personnel)”’ and inserting in lieu thereof “(including methods for the seleetion
of personnel on a merit basis)’'.

That is exactly what you are aiming at in this section.

Senator Warshu. In other words, you both have the same objective.

Senator Byrnes. We both have the same objective.

Senator McKeLLar. Yes; we both have the same objective.

. Senator WaLsH. And it is for the committee to choose the best
Janguage.

Senator McKeLLar. It would be satisfactory to me cither way.

Senator Byrnes. The Social Security Board and the drafting office
suggested to me that they should have the threo sections, because the
language ngi)cms in those several places in the act.

Senator McKErLar, That is true.

Mr. AvtMever. That is right.

Senator Byrnes. That is the explanation of the three sections,
belcuuse if it is taken care of in one 1t should be taken care of in the
other.

Senator WaLsH. I understand.

Senator ByrnEs. I particularly call the attention of the committee
again to this amendment that I am really more interested in than
anything clse, and that is in changing the time from 2 years to 1 year,
so as to make it possible for these States to pay earlier.

Senator WawLsH. Senator Johnson, the Senator explained that before
you came in.

Senator ByrNks. Yes. That is to enable the State to make their
benefits payable not before January 1 because of the provision in the
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statute of 2 years, but to change it to 1 year, so if they see fit to do so
they can move it up and provide for the payment of these benefits
on July 1 this year, or Ootober 1, or whatever day they want. There
are a number of States that have legislatures in sossion now and
would like to have the opportunity to act upon that matter.

Senator JonnsoN. Thank you, Senator. T will be glad to read your
remarks in the record. I am sorry I was late.

Senator Byrnes. That is all right.

Senator Jounson. I have one other question that I would like to
ask Senator Byrnes before he goes.

Senator Byrnes. What is that?

Senator Jounson, I am glad that the Congress did accept the see-
ond plan that Mr. Altmeyer mentions, the plan of making t‘)is a coop-
erative enterprise between the States and the Federal Government, I
have watched the operation of these matters of joint interest between
the United States Government and the State governments, and in all
cases where they have turned over the administration to these States I
think they met with great success, and I think that is a splendid plan,
instead of trying to direct everything from Washington, so I am very
hapr that you chose the Ylnn that you did choose.

Now, the question that I want to direct to you, Senator Byrnes, is
this: This has been a cooperative plan between the States and the
Irederal Government. The law was laid down. The States were
induced to come in and do their part. They were told what the Fed-
eral Iaw was, and they were told what their powers would be. They
accepted those powers and they passed their laws. Now you are
coming in, after this agreement has been made and after this contract
has been entered into between the States and the FFederal Govern-
ment, and you are trying to change the conditions. Is it fair upon the
art of Congress to do that now, after the States have accepted and
ave come in and are working under this plan? Is it fair now for the
Federal Government, for the Congress, to begin encroaching upon the
States and begin to lay down new rules, new laws, new regulations,
compelling the States to do things that they did not know about when
they entered into this contract?

Senator Byrnes. 1 think certainly the Congress would never say
that the social-security law as it was passed, should never, through all
time to come, be amended in any particular.

Senator Warsn. As a matter of fact there is a bill pending in the
House, n very important bill, which contains a large number of
amendments that the Department considers to be essential by reason
of its discoveries made in the operation of the law. Is that correct?

Mr. AutMeYER. Yes, sir; and before the Finance Committee, too.

Senator Byrnes. Before this committee, too.

Senator Warsu. How many amendments are proposed?

Mr. Aurmever. Oh, there must be two or three dozen.

Senator Jonnson. May I ask if those amendments have to do with
functions given to the State to perform or with functions retained by
the Federal Government under this law?

Senator Byrnes. Some of them do.

Senator Jounson. Some of them change the status of these States?

Mr. AvTuever. It clarifies the language and some of the provisions
ense up matters for the States. For instance, in the collection of sums
of money from the estates of these aged persons who are receiving
old-age assistance there has been some difliculty experienced by the

~
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States in securing compliance with present provisions, and we suggest
a modification to correct that.

Senator JounsoN. Experience in the administration of any law,
nearly always call for changes, You cannot get the thing perfeet in
the first instance. This, however, is a fundamental change affecting

only the States. L
Senator Byrnes. Of course, 1 do not think it is such a fundamental

change.

Senator Jonnson. It is one affecting the States.

Senator Byunes, Every one of these will affect the States. If the
Senator will take the trouble to read the amendment he will see that
that is true. I have read a number of these amendments, and there
will be many more.

Senator Jounson., Under it will there be any encroachment upon
the States? WWill they cut off the powers of the States?

Senator Byryes. Undoubtedly some persons will argue that thev
will encreach upon the States. There will be a great many more
changes, Senator. Senator Vandenberg, you know, has been taking

uite an interest in the committee.  There will be fundamental changes
that will affect this law. Whenever we undertake in this country a
system of this kind for the first time it will not be petfect and as the
result of experience we must change it in order to make it serve the
purpose that we want it to serve. I do not think any State is going
to ohject, any more than the State of Colorado will.

Senator JonnsoN. Colorado will not object at all, because wo have
a merit system,

Senator Byrnes. Unless there are one or two States that will want
to do what no one will ever desire to have them do. Yhat Mr.
Altmeyer says I think is correet. If it ever breuks down in one State
in $he Union and this system is used as a political foothall it will
break down in every State in the Union.

Senator McKeLuar. Absolutely,

Senator Warsu. I would like to have you state for the record
how this law is administered, so far as the merit system is concerned,
in the District of Columbia. Is it administered entirely on the merit

system?

Mr. AurmevYER. Noj it is not.

Senator Warsu, Who makes the appointments?

Mr. Avemeyer, They have a commission and director under the
Commission,

Senator Warsi, We will be affecting the District of Columbia by
this act as well?

Mr. ALrMEYER. Yes. ) i
Senator Warsu., Now, the Board ltso"i has that amendment in its

law, and has limited the exceptions entirely to investigators and law-

yers, has it not?

Mr. AurMEYER. Lawyers and experts.

Senator WavLsu, I remember great care was taken to have the
general act and the administration by the Federal Government as
strongly tied up with the merit system as it is possible to do so.

Mr. AutMEYER, I might say as far as that one exception is concerned
as to lawyers and experts, that the Civil Service Commission takes
the position that it 18 no longer necessary for the Board to make
ntppointments under that expert clause, inasmuch as they believe that
if registers are not available they can be made available for all the



vk b

e s T

AMENDING THE SOCEAL SECURITY AT 15

various types of personnel that the Board needs.  So, except for
temporary research personnel, they are no longer permitted to employ
anvone who is not certified by civil service,

Senator Warsu, 1 have observed in the administration of this
feature of the lnw that you have heen obliged to furnish the names
of lnwyers, the names of examiners to the Civil Serviee Commission
in order that they might determine, they might conclude that you
are not submitting the names of clerks as examiners, is that right?

Mre. Aursevenr. Yes, sir.

Senator Warsnu. And accountants and lawyers?

Mpr. Avrmever, Yes, sir,

Senator Warsu. So you will have to submit the names and the
qualificationsof those whom you designate aslawyers and as examiners?

Mr. Anmvever, Yes,

Senator Warsu, So in any event, regardless of this controversy
here, it would be advisable for setting an example to the country to
provide a merit system for the employees of the District of Columbia.

Mr. ALtMEYER, Yes, sir,

Senator Townsenp. Who would have the authority of appointing
him in the District?

Mr. Arrseyer, The District Commissioners appoint the unem-
ployment compensation commission which in turn appoints the
director.,

Senator Warsu, Who is the commissioner?

Mr. AurMeyer., John Marshall,

Senator Warsu, He is the director?

Mr. Auraever, He is the director, I mean.

Senator Warsh, lHo is both the commissioner and director?

Mr. AnrmeYER., There are three commissioners: One labor repre-
sentative, one employer's representative, and one representative of

the public.
Senator Warsu. 1 see. )
Senator McKenLar, Mr. Chairman, may I ask Mr. Altmeyer to

look at Senate 32357 I do not know whether he has seen it before or
not. I think you have, however, Mr. Altmeyer?

Mr. AvrMEYER. Yes, sir.

Senator McKxrLLar. Will you sce if it is virtually the same, sub-
stantially the same as the first section or the second section of Senator
Byrnes’ f)ill?

Mr. AurMEYER. Senator, I think both you and Senator Byrnes are
in ngreement on the purpose. - T would recommend Senator Byrnes’
language, for this reason, that yours pertains only to the selection of

ersonnel, whereas Senator Byrnes’ amendment proposes the estab-
ﬁslnnent and maintenance of a merit system. It might be argued that
if the original selection were made under the merit system there would
be complote compliance with your amendment.

Senator McKELLar. In other words, you think the Byrnes amend-
ment is stronger than this?

Mr. ALTMBEYER. Yes, sir” )
Senator McKEeLLar. If that is the case I think that the Byrnes

amendment should be adopted instead of mine.
Senator WarsH. The committee oan report both your amendment

and Senator Byrnes’ amendment and amend one or the other to take
care of the situation.
10241—38——3
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Mr. Anrsever. There is one other advantage that I seo in Senntor
Byrnes' amendment, and that is this: It says, “Establishment and
maintenance of personnel standards on a merit basis,” indicating that
it is not the selection of the individual, but the system that is required.

Senator McKeLnar., Would that include compensation, the amount
of compensation? Now, under the amondment that T have offered
I am striking out the words “other than ti:ose relating to selection,
tenure of office, and compensation of personnel.” Whon you strike
those words out that would give you a veto power on all of those

things?

M%'. ArT™MEYER. Yos, sir,

Senator McKernLar, Would the Byrnes amendment do that?

Mr. AurMeEvER. Yes.  Both bills do the same thing in thet regard.

Senator McKeLuar, That would bo satisfuctory,

Senator Jounson. 1 did not eateh that question. 1t would give
the Board what kind of veto powor over the state functions?

Mr. ArrMeYER, The approval of the personnel or merit system,
which system would include the classification of positions. This
amendment does not give the Board the right to raise or reduce s»!laries

of specific individuals.
Senator McKeLLar., Approval rather than veto power, It would

be the power to approve.

Mr. Artvever. We do not now have that power very clearly.

Scnator Jounson. Does that mean that vou ean tell the State:
“You must pay this man $5,000 or $4,000 or $3,000"?

Mr, AurMeyER. No, sir; but it would give us the powcr to place
upper limits, probably.

Senator JornsoN. You might very easily disrnpt the Strte govern-
ment by setting standards of salaries that were not in keeping with
the rest of the State salary standards.

Mr, AurMeyeER. You mean too Jow?

Senator JonunsoNn. Waell, either too high or too low.

Mr. AntmeyeRr, No, I don’t think we have ever suggested raising
any salary. We have suggested reducing salaries in a number of
instances.

Senator Warsu. I would like to have a statement for the record
hefore you gentlemen leave on the question of whether you are all
agreed that that is within the function of this committee and of the
Senate, to report this bill, without violating the constitutional pro-
vision that revenue bills and amendments thereto should originate
in the House?

Senator ByrnEs. I do not think there is any question about that.

Senator McKELLAR. I do not think there is the slightest question
about that.

Senator Wavrsi. What would you say to that, Mr. Altmeyer?

Mr. AutMEYER. I do not believe I am competent to pass upon
congressional questions,

Senator Byrnes. I would think, regardless of the merits of it, inas-
much as it does not in any way provide for the misini of revenue, the
fact that it changes the question of administration, that it is entirely
within the function of this committee and the Senate.

Senator WaLsH. I do not think there is any question about that
either. I had a bill passed last year, that was passed by the Senate,
providing for a change in the oath that is made when the taxpayers
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lile their returns, and of course that is an amendment to the revenue
law, but it was an administrative act and we had no difficulty.

Senator Byrnes. Of course, the provision, as 1 recall it, is u bill to
raise revenue.  This bill is not to raise revenue.

Senator Warsi. Senator Byrnes, vou may be excused.

Senntor MeKELLar. Senator, if you will hear with me a moment,
I want to give you the reasons why my attention has been especially

called to this bill,
Senator Warsu. Are yvou ealling attention now to the bill or to th»

resolution?
Senator McKeLLanr. To the bill that we are now considering, as a

reason why it should be adopted.
On December 8 I received the following letter, dated at Memphis,

Tenn., and addressed to me:

Relative to the porsonnel sot-up in Nashville under the nnemployment compen-
rrmltliun division, I find that section 303-a of the Social Security law provides ax
ollows:

“The Board shall make no certification for payment to any State unless it
finds that the law of such State, approved by the Board under title IX, includes
provisions for——

“(1) Such methods of administration (other than those relating to sclection,
tenure of office, and compensation of personnel) as are found by the Board to be
reasonably mlculnt:d to insure full payment of unemployment compensation

when due; * *

It is my information that the Federal Government is paying the
sulary of the personnel referred to in the various States. The Ten-
nessee law reads as follows;

(d) Personnel.—Subject to other provisions of this act, the commissioner is
authorized to appoint, fix the compensation, and prescribe the duties and pov-ers
of such officers, accountants, attorneys, experts, and other persons as may be
necessary in the performance of his duties.  All positions shall be filled by persons
sclected and appointed on a nonpartisan merit basis. The commissioner shall
classify the positions and shall establish salary schedules and minimum personnel
standards for the positions so classified, e shall provide for the holding of
examinations to determine the qualifications of applicants for the positions so
classified, and, except for temporary appointments not to exceed six months in
duration, shall agpoim, its personnel on the basis of efficiency and fitness as
determined in such examinations, The commissioner shall not appoint or employ
any person who is an officer or committee member of any f)oliticul party organiza-
tions or who holds or is a candidate for any elective public office, The commis-
sioner shall establish and enforce fair and reasonable re;zulntions for appointments,
})romotions, and demotions based upon the ratings of efficiency and fitness and
or terminations for cause. The commissioner may delegate to any such })ersnn
50 appointed such power and authority as it deems reasonable and proper for the
cffective administration of this act, and may in its discretion bond any person
handling moneys or aignln% checks hereunder. These examination provisions
shall be in effect until this State shall have adopted an acceptable merit rating

system,

And further:

Section 17-a: The Commissioner, with and by the consent of the Governor and
attornoey general, is authorized to employ a qualified full time salaried attorney
for legal work in connection with the unemployment compensation division.
Such attornoy shall be under the jurisdiction of the attorney general and reporter,
and shall devote his full time to the unemployment compensation division.

Senator Jounson. Will you permit an interruption, Senator?
Senator McKEeLLAR, Yes, sir,
Senator JonnsoN. You have just read the Tennessee law, have you

not? ]
Senator McKELLAR. Yes, sir,
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Senutor Jonxsox. That sounds like pretty good law.
Senator McKeLnar., The trouble is 1t has not heen complied with,

as we wili show you in 2 moment,

As yvou know, the State administration first employed Fleteher Cohn, a lawyer
of Memphiv, as chief counsel for this set-up of unemployment compensation
division in “Lennessee.  As a result of the recent politieal fight between the State
admini<tration and our Memphis-Shelby County organization, Mr, Cohn was let
ot with only 1 day’s notice.

State Senator Houghlon Akin and Representative Cayee Willlams, hereinafter
referred to, both hold State oflices.  ‘These two appointments are in direet violation
of the statute under seetjon (d) above guoted.

Mr. Alex Gray, of Brownsville, who was put in in Mr. Cohn’s place, had
influenced Representative Dixon to vote for Governor Browning's partinl dis-
franchisement bill in the two recent extraordinary sessions of the legisiature ealled
by the Governor.  Mr. Dixon was a young lawyer in the oftice of Gray & Gray,
Brownsville,

It is also charged that Mrs. O'Dell, Republican representative from Cocke
Connty, who voted for the disfranchisement bill, has had a son put into that
department.  Young Mr. O'Dell came into the oftice on or about October 17,
and the vote on the disfranchisement bill took place on or about October 20,

I understand that bill has been invalidated by the courts,

It is also charged that Representative James Vines, a Republiedn representative oo
from Washington County, had his brother appointed to a place in the unemploy-
ment compensation divigion, and that Representatives Vines voted for the dis-
franchisement and affiliated bills,

It is charged that Cayce Williams, Weakley County representative, who voted
for the disfranchisement bill, has a job in the 2ame department,  This is direetly
antagonistic to the State statute quoted above.

Senator Warsu. Is that the bill you spoke of the other duy und you
said the court was to render u decision on it?

Senator McKeLLar. Yes. )
Senator Wavrsu. The disfranchisement bill?

Senator McKELLAR. Yes,
Senator WarLsn. What decision was made?
Senator McKenLran, It invalidated the legislation,

It is also charged that State Senator Houghlon Akin, of Jackson, Madison
County, who voted for the disfranchisement bill, was also given a position in the
same department. T quote the Associated Press of December 6:

NasnviLLg, TENN,, December 6.—Labor Commissioner Albert Gore announced
today the appointment of State Scnator Houghlon Akin, of Jackson, as deputy
commissioner to handle benefit claims for unemployment compensation. The
salary, it was added, will be $1 per year plus actual expenses. This is a new
position. This is in absolute violation of tho statute quoted above.

It is ulso charged that Elijah Tollett, of Cumberland County, who happens to
be under indictment in the Federal court for swindling a non compos mentis
soldier, was promised or ;lziven a place in the same department, but there was such
a hue and cry about it that they scem to have arranged the matter with him in
some other way.

It is also charged that for like reasons three young ladies were einployed in the
same department who had had no experience of any kind, typist or otherwise.
These young ladies are supposed to have replaced three young ladies who had
previously been appointed.

I am giving you this memorandum so that you can see just exactly what has
been done. If these charges are true, the Federal Government's money should
not be used for any such improper purposes. Whether these charges are true or
not, I think the Federal Government should control the employment of those who
spend the Federal Government’s money. I know that you are interested in intro-
ducing an amendment in the Senate to bring this about.

It is inconceivable to me that the Social Sccurity Board, acting for the Federal
Government, would countenance or permit this essential if not criminal bribery,
and I wish you would take the matter up with that Board and have it make an
independent examination, giving you the facts concerning each case.

»
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If you cannot get the Board to make the {)ropcr examination and cause these
officials thus appointed to be dismissed and honest and capable people put in
their places in accordance with the Federal and the State statutes, then I trust you
will havo a Senate investigation of the matter so that the facts may come to light.

With kind regards,
Very sincerely yours,
I, W. Hawg.

Senutor McKenLan. I submitted that to the Social Security Board
for examination and report. I will submit the following communica-

tions for the record without reading them, .
Senator Watsu, The communications may be inserted in the

record, .
(The communications referred to are as follows:)
UNtTeEb STATES SENATE,
Commirrer o8 Post Orrices axp Post Roans,
. December 24, 1937.

Ton, Mauy Dewsox,
Soctal Sceurity Board, Washngton, D. C.

Dear Miss Dewson: Some time agh 1 ealled yvour attention personally to
what had been reported to me as improper uses which were being made of the
socinl security law in Tennessee,

Enclosed I hand you a letter from Commissioner F. W. IHale, of Memphis,
Tenn, (Shethy County), citing portions of the Federal law and portions u} the
State law in reference to socinl seeurity.

Some time after the social seeurity Inw went into effeet the Commissioner hav-
ing charge of this work in Tennessee, with the consent of the Governor and the
attorney geaeral, appointed Mr. Fleteher Colin ax attorney, and made the other
appointments provided for under the Aet. Mr, Cohn was from Memphis,
Fovervthing went along smoothly apparently until September 13, 1937, when
Governor Browning had a political cun}vrom-c with Mr, I H. Crump, of Memphis,
which resulted in a disagreciuent, Mr, Crump refusing to do what Governor
Browning asked.  Governor Browning returnced to Nashville and announced he
would call an extraordinary session of the legislature to bring about better condi-
tions in Memphis, as he elaimed,

The faets were that Mr. Browning was nominated through the votes and
influenee of the Memphis Demoeratie organization, headed by Mr, Crump.,  He
not only received some 60,000 majority in the city of Memphis, but the fact that
it was advertised he would receive this majority in Memphis caused him to
receive large majorities in other counties which he would not have received had
Shelby County not gone for him.  After the primary election in August 1036
Mr. Browning telegraphed that there were 60,000 reasons why he loved Shelby
County, referring to his majority there.  Notwithstanding this generous support,
after the difference that he had with Mr, Cramp on September 13, he called an
extraordinary session of the legislature and announced that he wanted the legisla-
ture to pass a county-unit plan for primary clections for only three oflices, United
States Senator, Governor, and railroad and publie utilitics commissioner.  All of
these come up for romination next Angust,

In a sentence, this county-unit plan provides that each county casting more than
100 Demacratic votes for President, in 1936 should have 1 vote for each 100 votes
cast, provided that no county would be entitled to more than onc-eighth of the
pu’mlution as shown by the Federal census of 1931,

The provisions of this system would reduce the vote in Shelby County (Mem-
phis) to 384 instead of 800, as she would be entitled to on the usual basis. In
part, it also disfranchiscd some 37 or 38 other countics. The State senate passed
the bill and the house passed it by one vote more than the constitutional majority,
In the menntime, since the regular session of the legislature another situation
came to light,

Some six or more legislators had accepted other positions under the State or
counties and had been sworn in. They were receiving their salaries as such
county or State officers. It had been held by our courts that under our Consti-
tution, which prohibits a person from holding more than one State or county
office at a time, when these legislators accepted the new positions they vacated
the offices of legislators. Notwithstanding this, however, these several officials
were brought back to the legislature, where they voted. Their votes helped make

the 51 votes necessary to pass this law. .
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Opponents of the measure filed court proceedings, and the lower courts held
that the laws thus passed were invalid.  These eaxes are now before the Supreme
Court of the State.

I am giving you these facts to acquaint you with the situation. None of the
legal proceedings mentioned referred to the positions mentioned in the attached
letter from Mr. Hale, except Representative Vines,

I am referring Mr. Hale's letter to you for the purpose of having your Board
make an investigation concerning the five members .,{ the legislature referred to
by Mr. Hale, and I am asking vour Board to have the matter examined into and
to report answers to the following questions raised by Mr. Hale:

1. Was Mr, James Dixon, a hoprcsontmi\'o from Brownsville, Hayweod
County, connected with the law firm of Gray & Gray there, of which Alex Gray
is & member; did Gray & Gray influence James Dixon to chauge his vote in favor
of the Browning disfranchisement bill, as it was called; did Dixon vote for it:
after the extraordinary session adjourned was Mr. Cohn removed as attorney for
the Social Security Board and Mr. Alex Gray appointed in his place: and does
the Federal Government furnish the money to pay the salary of Mr. Alex Gray?

2, Did State Senator Houghlon Akin, of Jackson, Madison County, vote for
the disfranchisement bill and these other political measures during the extraordi-
nary session, and after that session was he employed in the Social ‘get'nrit,\' set-up;
at what salary or at what expense per month; is the Federal Govermment paying
the exs)cnsos and salary of said Akin?

3. Did Representative Cayee Williams, of Weakley County, vote for the dis-
franchisement bill after expressing himself as being opposed to it; a short time
after the adjournment of tSm extraordinary session was he appointed to a place
in the Social Sceurity set-up in Tennessee; at what salary; is Lc now drawing pay
from the Federal Government?

4, Was Elijah Toliett, a representative from Cumberland County, promiged a
position in the unemployment division of the Social Seeurity set-up in ‘'ennessee;
did he vote for the disfranchisement measure; was it reported in the public

ress that he had been appointed to a Social Security position; did it then occur
hat Representative Tollett was under indictment in the Federal court; after
that, did his sister receive an increasc in salary of $50 per month?

5. Did James Vines, a Republican representative from Washington County,
vote for the disfranchiseinent Fill recounvended by the Governor; after he voted
for it was a brother of his put to work in the Social Security set-up; at what
salary; is he drawing a salary from the Federal Treasury?

. Did a young son, some 18 or 19 years of age, of Mrs. Caroline O'Dell, of
Newport, Republican representative from Cocke County, receive a place in said
Social Security set-up; on what date did he receive it: on what date did Mrs.
O'Dell vote for the Browning disfranchisement bill: is her son on the pay roll of
the Federal Government in this set-up?

7. Please have the question of the three ymmf Indies who were discharged and
others put in their places examined into, and kindly report who recommended
dismissal of those already in and who recommended the employment of those
who took their places, giving their names.

(You will note that Mr. Hale states that the above mentioned five members of
the legislature were bribed to vote and are being paid for their votes out of the
Federal funds allotted to Social Security work.)

8. Please ascertain and report speeifically whether any examination was held

rior to the appointment of these three members of the legislature, and the
yrother and son of the other two members of the legislature referred to in this

communication. . .
9. Please advise me if your board does not believe that the following provision

of the Social Security law should he repealed:

“(1) Such methods of administration (other than those relating to sclection,
tenure of office, and compensation of personnel) as are found by the Board to be
reasonably cul*ctl’lntcd to insure full payment of unemployment compensation when

due; .
My own l;ndgmeut is that where Fedeial money is expended it should be ex-
pended by Federal officials, not by the State officials or any organization.

These alleged acts have so recently occurred that I know you will nét have the
‘gligthteat difficulty in getting the information and in answering categorically the
acts.
Of course, I could have a Senate investigation of the matter, but such is my
great_respect, admiration, and esteem for you and confidence in your honesty,
that I am writing you first so that you can have the matter examined into and

advise me as early'in January as you can,
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I feel that 1 should also tell you that I have made an independent examination
of these facts, and that information leads me to believe that these facts are true.
Thanking you for your early consideration of this matter, I am,

Sincerely your friend, .
KenNetn McKELLAR,

DeceEspER 28, 1037.

Hon, Kexxern McKeLLag,
United States Senate, Washington, D. C.

DEar SENaTOR McKELLAR: T am in receipt of your two letters of December 24,
oue rolative to the administration of unemployment compensation and the other
relative to the administration of old-age assistance in ‘T'ennessce.  The letter
relative to unemployment compensation deals with matters of State personnel,
wherens the letter relative to old-age assistance deals with complaints that old-age
assistance is not heing administered fairly or efliciently.

Section 303 (1) of the Social Sceurity Act strictly limits the authority of the
Social Security Board over State personnel.  Nevertheless we shall make an
investigation to determine what the facts are.

In answer to your question as to whether the Board believes that section 303
should be repealed, T may suy that the Board believes that it should have clear
authority to require a State to establish and maintain a merit system as regards
wrsonnel.  However, the Board does not believe that it should have the right
lo dictate the selection of particular individuals or disapprove the selection of
specific individuals who may qualify under a properly condueted merit system,

The materinl submitted in connection with the administration of old-age
assistance is not speeific.  Therefore, the Board will be considerably handicapped
in making an investigation, However, the Board will undertake to make such
in(}uiry as may be feasible within the limits of its budget and personnel.

appreciate very much your calling these matters to our attention.  As soon
as [ have information regarding them I hope to have an opportunity to discuss
them with you further.

Sincerely yours,
Many W. DEWsON,

Member of the Board,

Fepruany 4, 1938,

Hon. Kexxeru McKeLLAR,
United States Senate, Washington, D. C.

Dear SENaTOR McKELLAR: Reference is made to your letter of December 24
to Miss Mary Dewson, requesting an investigation by the Social Security Board
of the administration of the Tennessce unemployment compensation law on eight
specific matters, and to your letter of January 15 to me, listing nine persons who
had definite information concerning the matters upon which you requested such
investigation. Upon receipt of your first letter, the Board directed Mr. W, W.
Bardsley, one of our most competent. field representatives who had no connections
whatsoever with the State of Tenunessee, to make that investigation. Mr.
Dardsley was instructed to restriet his inquiry solely to the administration of the
State unemployment-compensation law. ‘The Board will write you next week
with respeet to the matters you mention in connection with the administration
of{)uhlic assistance in the State.

inder the Social Sccurity Act. the administration of a State unemployment
compensation 'aw is the duty and responsibility of the State. The Social Security
Act does provide, however, that the Board shail make certifications of grants to
pay for the total cost of the proper administration of State laws which comply
with the standards set forth in titles III and IX of the act. Title III provides,
in part, that the Board shall make no certification for payments to any State
unless it finds that the law of such State includes provisions for such methods of
administration (other than those relating to selection, tenure of office, and com-
rensation of personnel) as are found by the Board to be reasonably calculated to
insure full payment of unemployment compensation when due.

Mr. Bardsley carefully examined pertinent records in the office of the unemploy-
ment-compensation division of the Tennessce Departinent of Labor, and con-
sulted all persons who, he had reason to believe, had knowledge of matters per-
tinent to his inquiries; upon our receipt of your letter of January 17, he made a
sccond trip to Tennessee and interviewed the following persons, whom you

suggested be consulted;
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Mr. Frank J. Rice, courthouse, Memphis; Mr. E. W. Hale, courthouse, Mem-
phis; State Senator Blan Maxwell, courthouse, Memphis; State Representative
Charles Brown, Memphis; Mr. C. W. Miles, United States marshal, Memphis;
Mr. Roy Nelms, Bolivar, about 60 miles east of Memphis; Mr. L. B. Ormes, who
lives at Franklin, about 30 miles from Nashville, but who comes into Nashville;
almost every day; Mr. Lipe Henslee, Works Progress Administration, Nashville;
State Senator Ehuer Davies, Nashville; Miss Fugenia Hagsdale,

Mr. Bardstey was unable to interview Mr. Willinm Gerber and State Senator
Albert W. Rober{s,  The former could not be reached.  Both Mr, Ormes and
State Senator Davies assured Mr. Bardsley that since Senator Roberts was at
Livingston, Tenn., in their opinion it would not be worth while for Mr. Bardsley
to attempt to interview him there.

In addition, Mr. Bardsley had a conference with County Commissioner Hale on
the morning of January 25, at which Mr. Frank J. Rice, Mr, Frank Gailor, State
Senators Maxwell and Stratton, and Representatives Charles Brown, Magevney,
Perey, Tillman, King, Cole, and Kimble were present.  On the afternoon of
January 23, at the request of Mr. C. H. Cramp, Mr. Bardsley attended a meeting
in Mr. Crump’s oflice, at which, in addition to those present at the morning
meeting in County Commissioner Hale’s oflice, there were present Mr. Crump,
Mayor Overton, Distriet Attorney General McClain, and three or four additional
members of the State legislature whose names were not furnished to Mr. Bardsley,

On the basis of Mr. Bardsley’s investigations and interviews, the following
information is submitted in response to the eight speeific questions listed in your
letter to Mis< Dewson of December 24, and to the further requests in your sub-
sequent correspondence with Mr. Altmeyer and me.  The bills concerning the
election laws of ‘T'ennessee, referred to in several of these questions, were approved
by Governor Browning on October 22 and 23.

(N Mr. James Dixon, representative from Brownsville, Iaywood County,
voted against the above bills, On November 30, Mr. Fletcher G. Cohn was
releas<ed from his position as attorney for the Tennessee Unemployment Compensa-
tion Division, and on December 10 Mr. Alex Gray was appointed to that position,
Mr. Gray was appointed at a salary of $375 per month,  “That salary was reduced
to S300 per month in the course of the review of the budget submitted by the
Tenncssee Unemployment Compen<ation Division to the Social Security Board.
Mr. Albert Gore, commissioner of labor, informed Mr. Bardsley that Mr. Coln
had been released on less than 24 hours’ notice, not beeause there had been any
complaint with respeet to Mr, Cohn's work, but beeause Mr. Gore felt that he
no loneger had confidence in Mr, Cohn’s performance of hiz duties.

(2) State Senator Akin, of Jackson, Madison County, did vote for the above
bills. On December 1, Senator Akin accepted the position of chief deputy in
the uncmiployment compensation division. = The dutics of that position include
the drafting of forms and the making of decisions in initial determinations upon
claims for benefits. No evidence that Senator Akin has resigned from the State
Senate was found. "Senator Akin was offered a salary of $175 per month, plus
necessary expenses while traveling on the business of the agency and while in
Nashville. The records of the ageney indicate that a check for the month of
December, in the amount of §175, was drawn, payable to Senator Akin: Senator
Akin asserts that he had no knowledge of the drawing of the check and never
saw it. Mr. Seott, director, and Mr. Plummer, accountant, in the division, stated
that the drawing of this check was a “double clerical error.” The check was
returned to the State treasury department for cancelation, and a check for 81,
as salary for the month of December, was substituted. Mr. Akin asserts that he
acce{:ted the position at a salary of $1 per month, plus his expenses while travelin
on the business of the agency and while in Nashville. It appears that a nomina
salary payment was necessary in order to permit Mlelpaymcntof expenses. Scnator
Akin’stated that he expected to terminate his services with the State division on
or about February 1.~ Mr. Bardsley examined available expense vouchers filed
by Senator Akin and found them fair and reasonable.

(3) Representative Cayce Williams, of Weakley County, did vote for the ahove
bills, On November 29, Representative Williams tendered to Governor Brownin
his resignation as & member of the State legislature. Governor Browning stntog
to Mr. Bardsley that he no longer regarded Mr. Williams as a member of the
State legislature. On December 1, Mr. Williams was appointed to the position
of ficld adviser in the unemployment compensation division at a monthly salary

of $150.

(4) Representative Elijah Tollett, of Cumberland County, did vote for the
above bills.  On or about December 1, Representative Tollett was offered a posi-
tion by Mr. Gore, at a salary of $175 per month. Mr, Gore stated that Mr.
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Tollett declined the position.  Mr. Gore stated further that he reealled some news-
paper publicity coneerning an indictment of Mr. Tollett, but that his knowledge
concerning the details of the indictment was incomplete.  Mr. Tollett's sister is
not, and has not been, employed by the Tennessee Unemployment Compensation
Division, Mr. Bardsley was informed through the office of the State personnel
director that she is employved in the division of highway patrol of the department
of n(hlninistmtion, and that recently her salary was reduced from $125 to $100 per
month.

(5) and (6) Representative James Vines, of Washington County, and Represen-
tative Caroline O'Dell, of Newport, Cooke County, did vote for the above bills,
Representative James Vines' brother was appointed on October 18 to the position
of clerk in the unemployment compensation division at a salary of $110 per
month.  On the same date, October 18, Mra. Caroline O'Dell's son was also
n]l)pointc«l as a clerk at the same salary of $110 per month.  Mr, O'Dell stated to
Mr. Bardsley that he is 25 years of age and that his application for a position in the
division was filed in January 1937.

(7) County Commissioner .. W, Hale identified the three young ladies, referred
to in the paragraph numbered 7 of {our letter of December 24, as Miss Eugenia
Ragsdale, Mrs. M. L. Wright, and Miss Louise Short, all of Shelby County.
The first two were employed as temporary clerks at $110 per month, and the
Intter was a clerk at the rame figure. They were released on October 31, Octoher
15, and November 15, respectively.  Miss Ragsdale, the only one of the three
who could be reached for an interview, stated that she had not heen released
without advance notice and for no stated reason, that she had been employed on
a trial basis, but that her supervisor had complimented her upon her work.,  Mr.
Gore stated that all new employees in subordinate positions are advised that
their employment is on a trial basis and that he is responsible for appointments
and dismissals.

(8) On January 1, Mr. Hale Crow submitted a letter of resignation as a member
of the legislature to Governor Browning.  On January 4, Mr. Crow was appointed
to the position of junior deputy in the unemployment compensation division at
a salary of $140 per month,

(9) Mr. J. Fons Davis, mentioned in Mr. Snipe’s letter to you of January 15,
is a senior deputy in the unemployment compensation division.  Mr. Gore stated
that he had no knowledge of political actitivies on the part of Mr. Davis,

(10) Mr. William W. Garland, Mr. Gore stated, had persistently sought a
position in the unemployment compensation division during the fall of 1937, and
that he, Mr, Gore, never offered Mr. Garland any such position.

(11) Both Mr. Gore and Governor Browning informed Mr. Bardsley that
on or about, December 1, a position as a member of the board of review had heen
offered to Senator Albert W, Roberts, but that Senator Roberts had declined to
accept it.  The State statute provides that compensation for this position shall
be on a per diem basis.

(12) Mr. Raymond Henson, mentioned in Mr. Brown’s letter to you of Janu-
ary 20, stated to Mr. Bardsley that he took the examination for junior interviewer
in the State employment service in Memphis, and was advised that he had passed
the written examination, He was subsequently appointed to a position of a
lower grade in the State emplovment service Mr. Henson’s qualifientions appeared
to meet the minimum standards applicable to the position to which he was
appointed.

The pertinent constitutional and statutory provisions involved appear to be
article 11, scetion 10, of the constitution of the State of Tenncssee, which pro-
vides that “no senator or representative shall, during the term for which he was
elected, be eligible to any oflice or place of trust, the appointment to which is
vested in the executive or general assembly’’; article II, section 20, of the ‘Ten-
nessee constitution, which provides in part as follows: ‘“nor shall any person
in this State hold more than one lucrative office at the same time'’; and section
11 (d) of the Teunessce mwm{)loymcnt compensation law which provides in
art that the Commissioner shall not appeint or employ any person who holds or
1s a candidate for any elective public oftice.

Whether or not these provisions of the constitution of the State of Tennessee,
and of the Tennessce unemployment compensation law, are applicable to the
above-stated facts with respect to Senator Akin, Representative Williams and
Representative Crow, and if so, the present status of these individuals as em-
Ployees of the State unemployment compensation division, are questions involv-
ng the application of State law. It is the policy of the Social Security Board
that moneys granted pursuant to title IIT of the Socinl Security Act shall be
available for the compensation of State personnel only if such personnel is em-

~
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loyed in conformity with the laws of the State. In applying that policy, the
foard relies upon the decisions of the State courts for the construction and effect
of State statutory or constitutional provisions.  We are advised that snits are
ending in your State courts in which it is contended that the aceeptance of n
'ucrmi\'o office by a wmember of the legislature ipso facto vacates his oflice nx o
membier of the legislature,  If the State courts in these pending ecases o con-
strue the provisions of the Tennessce constitution, it would seem that no ques-
tion involving improper compensation of personnel exists for consideration by
the Social Security Ihmr«l. If on the other ahnd the appointments of these
individuals to positions in the State ageney were null and void under artiele 11
see. 10, of the Tennessee Constitution, the Board will deduet from its nest
grant of funds to the State ageney the amount of compensation improperly paid.

Apart from the above constitutional and statutory limitations, the above-
disenssed poxitions involve the general question of conformity with the applicable
State statutes coneerning the appointment of personnel upon the basiz of merit.
The Board does not undertake to consider individual eases of State personnel,
exeept insofar as sueh individual cases may constitute evidenee of noneomplianee
with general standards,  From the evidenee available, the Board eannot conelude
that the above-discussed positions in the State wnemployment compensation
division were or were not nﬂlvrwl or filled beeause of partieular legislators’ votes on
the bills referred to, Tt does appear, however, that positions in the State unem-
Movment compensation division have been filled without the State's having put
nto operation the statutory provisions for the appointment of personnel upon
the basis of merit examinntions,

With respeet to the matter of appointiments of personnel in the State agency
upon the basis of merit examinations, section 11 (D) of the ‘Tennessee unemploy-
ment compensation law provides in part as follows:

S Subjeet to other provisions of this act, the commissioner is authorized to
appaoint, fix the compensation, and preseribe the duties and powers of such ofticers,
accountants, attornevs, experts. and other persons as may be neeessary in the
performance of his duties.  All positions shall be filled by persons selocted and
appointed on a nonpartisan merit basis.  The commissioner shall classify the
positions and shall establish salary sehedules and minimum personnel standards
for the positions so classified.  He shall provide for the huld‘ng of examinations
to determine the qualifications of applicants for the positions ro classified, and,
except for temporary appointments not to exceed 6 months in duration, shall
appaint the personnel on the basis of efficieney and titness as determined in guch
examinations,  The commissioner shall not appoint or employ any person who is
an oflicer or committee member of any politieal party organization or who holds
or is a candidate for any clective publie oftice.  The commissioner shall establish
and enforce fair and reasonable regulations for appointiments, promotions, and
demotions based upon ratings of efliciency and fitness and for terminations for
cause * These examination provisions shall be in effect until this State
shall have adopted an acceptable merit rating system.”

On Febrauary 10, 1937, the Governor of Tennessee approved chapter TV, Public
Acts of 1937, which created a division of personnel in the department of adminis-
tration, and provided for & merit system for the seleetion of personnel in the State
service. In view of the provisions of the last sentenee in the above-quoted section
11 (D) of the Tennessee unemployment compensation law, the enactment of this
general civil-service law ereated some ambiguity with vespeet to which provisions
\;‘_eroinm)licabl(' to the selection of personnel in the unemployment compensation
division.

The Board recognizes that the development of a system for the selection of
personnel on the basis of merit examinations entails a substantial amount of work
and time, and that a State unemployment compensation agency, in the initial
stages of the administration of its law, must perform a very diflicult administrative
task. The Board believes that the ‘Tennessee unemployment compensation
ageney should have made greater progress in the establishment of a nonpartisan
merit system for the gelection of its personnel.  However, the Board has not felt
justified in withholding grants under title IIT of the Social Seeurity Act, since
such action on the part olg the Board would have made impossible the developiment
of the administrative organization required to begin the payment of unemploy-
ment compensation on January 1, 1038, the date specified in the Tennessee law.

The Board is insisting that the Tennessce ageney take all practicable steps to
put the applicable statutes into operation at the earliest possible date. We are
advised that under the act of February 10, 1937, the State personnel director has
prepared the rules and regulations for the adininistration and execution of the
act, and that those rules and regulations are now awaiting the approval of the
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commissioner of administration and the Governor,  We are also advised that the
personnel program will move forward ’mnnptly after the issunnce of the rules
and regulations now awaiting approval by the ecommissioner of administration
and the Governor.  The Board has been assured that if, by February 15, the
State personnel director’s program has not progressed sufliciently to make defi-
nite and certain the ll\‘ll""‘)““}’, within a reasonably short time after that date,
of lists of eligibles from which the State uncmployment compensation [N'rmmlw;
may be seleeted, separate examinations will he held for the stadl of the unemploy-
ment compensation division,  The Board will, of course, expect these nssurances

to be complied with without deluy,

Please be assured of the Board’s apprecintion of your interest in the proper
udministration of the social-sceurity program, and of the Board's desire to supply
youwith all infornetion and assistance within the seope of the Board’s activitios,

A copy of this letter is enclosed for your convenienee,

Sincerely,
Fraxn Baxe, Ereecutive Direetor,

Senator MeKkvnanr, The Board found that these members of the
legislature had been selected and were acting notwithstanding the law
in regard thereto,

Senator TownseNn, Did they find substantinlly what had been
stated by this lnwyer from Memphis?

Senator MeKeLLar, Not a lawyer, but a correspondent from
Memphis. They found substantinlly that that was true. Is that
correct?

Mr. Baxe. That a number of these gentlemen mentioned had been
appointed.

Senntor Warsn, The allegation made was substantinlly correet?

Senutor MeKeLLar, Substantially correet,

Senator Jounson, May I ask, does not the Board have, under the
present laws, the authority to correct anything that is wrong in that
direction? If there is anything wrong down there in those depart-
ments, if they have not mmphod with the Tennessee law, the law
that you aceepted as a part of the contract hetween the Federal

Jovernment. and Tennessee, don't you have the power and authority
now to correct any discrepancies?

Senator McKeLuar., Well, I would like for Mr. Altmeyer to answer
that. I yield to him for that purpose.

Mr. ALr™MEYER. Senator, the proposed amendment would clarify
this matter. Wo feol that if o State does not comply with its own
laws, so that the payment of compensation to the personnel is illegal
under its own law, we can disapprove of that expenditure and deduct
that amount from any future grants to the State. Ilow far wo can
go other than that is a question, in view of the specific provision in the
Social Security Act against our having jurisdietion over the selection
and tenure of office and compensation of personnel.

Senator JonxsoN. Of course you have accepted the Tennessee law
as o part of their contract with you,

Mr. Avrsever. They moke no contract with us,

Senator Jonxson., Well, it is virtually a contract it is an agreement.

Me. Avemever. Itis a little different than it is under the other title
of the law, where the State must submit n plan,  Here the State and
the Social Security Board operate under the law itself rather than
under a plan. It is a little different,

Senator Jonnson. Yes, but you say whether or not they are entitled
to have an offset of 90 percent.

Mr. Arrmever., Yes,

Senator JonxsoN. You are the people who determine that.

Mr. Aumveyer, Yes,

-
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Senator JouNsoN. You are the only people who determine that.

Mr. ALt™MEYER. Yes, but certainly we could not be or would not he
justified in withholding or refusing to certify to the Secretary of the

reasury a law of a State so far as their 90-percent offset is concerned,
because we found irregularities such as those which have been men-
tioned. In other words, we are confronted with a very difficult
ggoposition. If we do not have adequate standards in the Social

curity Act for the State to observe, and the situation becomes
progressively worse, we are then up against the difficult proposition
'(i‘f whether we shall refuse to certify that law to the Secretary of the
reasury.

Senatzr McKeLLar, May I ask this: If this amendment is adopted,
the Byrnes amendment or the amendment I have introduced, either
one, then would you have a way of correcting a situation of this sort?

Mr. AurMEYER. Yes; right at the time instead of letting the matter
become progressively worse.

Senator WaLsH. Is it your position, Mr. Chairman, that while you
might communicate with the State authorities saying, “We regret to
note that you are not complying with this particular feature of the
State law which was passed In order to cooperate with the Federal
Government in the setting up of an unemployment insurance,” that if
the State government wrote back and said, “It is none of your busi-
ness‘,?” that in substance you would not be empowered to take another
ste
I&r. AvtMeYER. We might be powerless, so far as the individual
act is concerned. We might get a suflicient number of individual
acts s0 we would reach tﬁe point finally where we would say the
operation of the law is so ineflicient that under the general standards
laid down in the Social Security Act we could not certify to the Secre-
tary of the Treasury the offset.

Senator Warsi. Then you would be punishing the people of the
State.

Mr. ALTMEYER. Yes.

Senator McKreLLar. I want to read to the committee the last two
paragraphs:

The Board is insisting that the Tennessee agency take all practicable steps to put
the applicable statutes into operation at the ecarliest possible date. We aro
advised that under the act of February 10, 1937, the State personnel director has
pre{mred the rules and rcgulations for the administration and exccution of the act,
and that those rules and regulations are now awaiting the approval of the com-
missioner of administration and the Governor. We are also advised that the
personnel program will move forward promptly after the issuance of the rules and
regulations now awaiting approval by the commissioner of administration and the
Governor. The Board has been assured that if, by February 15, the State person-
nel director’s program has not progressed sufliciently to make definite and certain
the availability, within a reasonably short time after that date, of lists of cligibles
from which the State unemployment compensation personnel may be sclected,

separate examinations will be held for the staff of the unemployment compensation
division. The Board will, of course, expect these assurances to be complied with

without delay.
May I ask you if you have heard from them yet?
Mr. BANE. Noj; but we expect to hear from them today.
Senator McKFELLAR (continuing reading):

Please be assured of the Board’s appreciation of your interest in the proper
administration of the social security program, and of the Board’s desire to supply
you with all information and assistance within the scope of the Board’s activities.
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. 'There was something in here about the bill or the law that was then
in the courts. On page 5 of this letter from Mr. Bane, the executive
diroctor, he has this to say:

The pertinent constitutional and statutory é)rovisions involved appear to be
article 11, scction 10, of the Constitution of the State of Tennessee, which provides
that ‘‘no senator or representative shall, during the term for which he was eleeted,
be eligible to any office or place of trust, the appointment to which is vested in the
executive or General Assembly”’; article I1, section 26, of the Tennessee Consti-
tution, which provides in part as follows: “Nor shall any person in this State
hold more than one lucrative office at the same time'’; and section 11 (d) of the
Tennessee unemployment compensation law which provides in part that the
Commnissioner shall not appoint or employ any person who holds or is a candidate

for any elective public office.”

Senator WarLsn. 1 would like to ask the chairman if complaints
have reached the Board alleging that there has been noncompliance
with the merit laws set up in the various States with respect to the
employees administering in the States this unemployment insurance?

Mr, AurMEYER. Yes, sir.

Senator WavLsu. So that the situation that is described by the
Senator from Tennesseo is, to different degrees, alleged to exist in
other places?

Mr. Aut™MEYER. Yes, sir.

Senator WaLsu. The present chairman of the committee has had
his attention called to that.

Senator TownsEND. How general would you say that was?

Mr. ALT™MEYER. Senator, % think this 1s a fair statement, that
the Social Security Board felt that in the initial stages of getting this

rogram under way the Congress intended that the Board should
mterpret the act literally in approving the State plans for old-age
assistance and blind assistance, and dependent children, and approve
the administration of State unemployment-compensation laws, and
then as time went on cooperate with the States in developing higher
standards of administration.

Senator TownsenD. I recognize that and approve that.

Mr. Aursevenr. I would say if we had not taken that position that
th:i Social Security program would be about 50-percent operative
today.

Senator Townsenp. In other words, you would say that in 50
percent of the States there would be reason for complaint? Is that
what I am to understand?

Mr. Aurmever. Well, I hate to indict the States by making a flat
statement of that kind. I think that they have had their problems,
but this sort of an amendment would place the thing on a more
impartial and cffective basis. With the amendment, I might say this,
that tho fundamental policy of the Board would remain the seme.
We feel that we will still be dealing with sovereign States and that our
policy should be one of discussion and persuasion rather than force
and coercion.

Senator McKEeLLArR. Mr. Altmeyer, would you give me the number
of about how many of the employeces of the Social Security Board
have been appointed in compliance with the civil-service law?

Senator WaLsH. You mean in the district?

Senator McKEeLLar. Noj; just in Tennessee.

Mr. AurMeYER. None.

Senator McKeLLAr. None at all?

Mr. AvrmeYER. None.
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Senator McKeLLar., And that law was passed in 1935, was it not?

Mr, Bane, February 10, as I recall, 1937.

Senator McKeLLagr. 1937. And up to this date there have been
none appointed in compliance with that act?

Mr. Avrsever. That is my understanding.

Senator Berry. As to the references made to February 15, 1938, do
you know why that date was identified, February 15?7

Mr. Bane. Yes. In our conversations with the administrative
agencies in Tennessee with respect to this question of developing the
merit system the agreecment was reached that in case the general
ovorall State civil-service system was not put into effect by February
15, then the Unemployment Compensation Commission itself would
establish an individual merit system for unemployment compensation,
which they have the right to do under the act.

Senator Benrry. The fact is then that the act is not actually opera-
tive until February 15, 19387

Mr, Bane. According to the agreement. Of course, the act has
been operative for some time.

Senator Berry. Does not the law stipulate that one year's time
should elapse before it becomes actually eflective?

Mr. Bane. With respect to the general, overall Civil Service Act of
Tennessee I think that 1s true.

Sonator BErry. That is right.

Mr. Bang. I do not believe that is true with respect to the civil
service on the merit system provided in the specific Unemployment
Compensation Act.

Senator Berry, Mr, Chairman, if the matter of the resolution of the
Senior Senator, be given further consideration I am going to request
that the Governor and the Commissioner of Labor be invited to testify.

Senator WaLsu. T am going to ask the senior Senator if his position
is that he does not care to press the resolution if the committee acts
favorably on the proposed amendment.

Senator McKeLLAR. If the committeo acts favorably on this, I
think it will settle the matter, so far as my State is concerned.

Senator WarsH. Certainly, Senator, if the committee goes into that
matter the Governor and the Commissioner of Labor will be invited
to testify.

Senator McKEeLLAR, I will be very happy for them to appear.

Senator WarsH. I would like to ask for the record this question,
Mr. Chairman: Has it been your observation that where there has been
a compliance with the merit system in the administration of this
feature of the Social Security law by the States that a better and more
efficient administration has been developed usually?

Mr. AurmeveRr. Decidedly so, and may I make this further observa-
tion relative to Senator Johnson’s concern about interference in
State matters, that I think that there is less interference and less cause
for misunderstanding and friction if you can place the personnel on a
merit system, because then the operation of the various State laws -
becomes more automatic so that you do not have to call attention to
this, that, and the other little petty irritations that develop because of
lack of personnel standards. So I would look upon the imposition
of a merit systemn not as an extension of the Federal Government’s
powers into State matters, but a method whereby the cooperative
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relationship between the States and the Federal Government can be
put on a more automatic basis.

Senator Jonnson. But would you not also say, Mr. Chairman, that
the decision whether or not to adopt the merit system in a State
should be the determination of the State itself?

Mr. ArrMever. No.

Senator JounsoN. Should not they decide that themselves?

Mr. Arreyer. Not when it is a Nation-wide program financed
under the taxing power of the United States.

Senator JounsoN. Well, the taxing power and this Federal-State
arrangement was used in order to comply with the Constitution and
make this law entirely constitutional.

Mr. AvtMEYER. As I said, T think it was used largely because
Congress wished to adopt this cooperative Federal-State approach
rather than a wholly Federal approach, which many constitutional
experts felt was as fully constitutional as a cooperative Federal-State
approach. As a matter of fact, we have the Federal approach in the
Federal old-nge insurance system, and you could easily, from a
constitutional standpoint, adopt the same plan for unemployment com-
pensation. I think Senator Berry, who was on the advisory council
which cooperated with the Committee on Economic Security, will
bear me out in that statement, that it was a choice between a striaght
Federal system and a cooperative Federal-State svstem.

Senator Berny. Of course, on the question of the constitutionality
one man’s guess would be as good as another’s, but I do believe the
gontleman is correct in his last statement. It was our impression
that this State cooperative plan of the Federal Government was the
least dangerous of the two, and T believe the more practical of the two.

Senator JounsoN. You mean there would be less danger of an
unfavorable court decision?

Senator Benry. That is right.
Senator Jounson. I just want to make one further statement and

a very short one, Mr, Chairman, I do want to commend the Board
for the fine job they have done, for the spirit of cooperation that they
have shown to the States—and I am speaking in behalf of Colorado
now, because I know about that State—and I do want to say that
you have leaned backward in giving to our State every opportunity
to work these matters out as we thought best out there, and the
State of Colorado a]l'»precintes it, and I appreciate it. You have done
well, and acted wisely so far as Colorado is concerned.

Mr. ALtMevER, Thank you very much.

Mr. Bane. May 1 state, Mr. Chairman, with respect to one

uestion which you raised, Senator, when you asked whether or not
the Board, under either of these amendments, would have the right
to fix the compensation of a particular individual, I take it that inso-
fur as the Board is concerned, and insofar as the Senator who intro-
duced the amendment is concerned, that there is no intention of giving
the Board the right to fix the compensation of such specific individual,
but only to approved a system established by the State under which
the State would select and compensate its personnel on a merit basis
in accordance with a system which it established, that system to be
approved by the Social Security Board.

Senator Warsu. And the Board has control by its administration

budget.
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Mr. Bane. The Board has control through the administration
budget with respect to unemployment compensation for which activity
Congress appropriates funds to cover the entire cost,

Senator V&LLSH. The committee will stand adjourned subject to
the call of the Chair. At that time, after the evidence presented to
the subcommittes has been printed, the subcommittee will decide
with reference to the action to be taken upon the two bills pending,
and if it is deemed desirable to proceed with a consideration of the
resolution offered by the senior Senator from Tennessce all parties

inferested will be notified. )

(Subse%uently the following reports were received from the Social
Security Board on S. 3235 and S. 3370, and were ordered printed in
the record:)

Socian SEcuriTy Boanb,
Washington, D. C., February 18, 1938,
Hon. Pat HarRISON,

Chairman, Commillece on Finance, United States Senale,
Washinglon, D. C.

My Dear Mg. Cuainman: This is in reference to your letter of January 14
1938, previously acknowledged, requesting a report on S. 3235, entitled ¢ bilf
to amend the Social Security Act 80 as to provide for the selection on a merit
basis of certain personnel for whose compensation appropriations are made by
the Federal Government.” ’

This bill deals with the conditions which a State old-age assistance plan must
meet in order to receive approval of the Social Security Board entitling the State
to Federal grants for old-age assistance under title I of the Social Security Act
and the conditions which a State unemployment compensation law must meet
in order to entitle the State to IFederal grants under title I of the act to cover
its administrative expenses in carrying out its unemployment compensation law.,
A State old-age assistance plan and a State unemployment compensation law
must, under sections 2 (a) and 303 (a), respectively, of the Social Security Act,
among other requirements, provide ‘such methods of administration (other than
those relating to selection, tenure of office, and compensation of personnel)” as
are found by the Board to be necessary for the proper administration of such
dlan or law. The proposed bill would amend these provisions by striking out

he parenthetical language and inserting in lieu thereof the following: “(including
methods for the selection of personnel on a merit basis).”

The Board is of the opinion that the proposal would accomplish a desirable
result and therefore recommends its favorable consideration. he Board would
prefer, however, because of greater flexibility, substitution of the following lan-
f;unge for that proposed by the bill: *(including methods relating to the estab-
ishment and maintenance of personnel standards on a merit basis)"’.

It is suggested, further, that whatever change is made in title I (old-age assist-
ance) of the act in this respect also be made in titles IV and X. These titles
provide, respectively, for grants to States for aid to dependent children and for
aid to the blind, and as a general rule State plans approved under these titles
are administered, at least in part, by the same personnel as plans for old-age
assistance.

It should perhaps also be called to your attention that similar language is con-
tained in parts 1 and 2 of title V of the act, which provide, respectivelf', for

rants to States for maternal and child health and for services to crippled children.

hese provisions, however, are administered by the Children’s Bureau of the
Department of Labor and the Board is therefore not in position to make any
recommendation with reference to them,

Sincerely yours
' A. J. ALt™MEYER, Chairman,
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SociaL SecuriTy Boarb,
Washinglon, D, C., February 17, 1938,
Hon, Par HaRRIsoN,
Chairman, Commillee on Finance, Uniled States Senale,
Washington, D. C.

My Dear MRg. Cuairman: Reference is made to your letter of February 3,
1938, previously acknowledged, requesting a report on S. 3370 entitled “/A bill to
amend the Social Security Act to provide for the establishment and maintenance
of certain personnel standards on a merit basis, and for other purposes,”

The bill would amend the respective provisions of titles I (sec. 2 (a) (5)),
11T (sec. 303 (a) (1)), IV (sec. 402 (a) (5)), V (secs. 503 (a) (3) and 513 (a) (3)),
and X (sec, 1002 (a) (6)) of the Social Security Act, which relate to methods
which may be found to be necessary for proper or efficient administration of
State plans or laws, by striking out the parenthetical language appearing therein
and inserting in licu thereof the following: *, including methods rclntin’; to the
establishment and maintenance of personnel standards on a merit basis,’’.

The language proposed to be deleted reads: ‘““(other than those relating to
selection, tenure of ofiice, and compensation of personnel)”,

The bill (sec. 6) would also amend section 903 (a) (2) of the act by striking out
the words “two years' and inserting in lieu thereof the words “‘one year”. This
provision of the act relates to the period for which contributions under a State
unemployment compensation law must be accumulated before benefit payments
are commenced, if such contributions are to be credited against the Federal tax,

So far as the provisions of the bill relating to methods of administration of
State plans or laws under the Social Security Act are concerned, the position of
the Board is as outlined in letter to you dated February 16, 1938, reporting on
S. 3235, In that letter, an additional copy of which is attached, the Board sug-

ested the following language in lieu of that existing and that proposed by the
glll: “(including methods relating to the establishment and maintenance of per-
sonnel standards on a merit basis).”

With reference to the proposal to amend section 903 (a) (2) of the act, you are
advised that the proposed bill to amend the Social Security Act which the Board
recently submitted to you, with recommendation for enactment, would accom-
plish the same purpose as that proposed by the present bill, and the Board would
suggest consideration of this matter in the form previously submitted.

Sincerely
’ A. J. ALTMEYER, Chairman,

(Whereupon, at the hour of 12 o’clock noon, the committee adjourned
subject to the call of the Chair.)



