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ECONOMIC SECURITY ACT

TUESDAY, JANUARY 22, 1935

UNI1TED STATES SENATE,
CouMITTEE ON FINANCE,
Washington, D. C.
The committes met, pursuant to call, at 10 a. m., in the Finance
Committee room, Senate Office Building, Senator Pat Harrison,
chaiman, presiding,
Presont: Senators Harrison (chairman), Kinf, Walsh, Barkley,
Connallé, Gore, Costigan, Bamﬁ; Clark, Byrd, Lonergan, Blac
Gerry, Guffey, Couzens, Keyes, La Follette, Metcalf, Hastings, and

Capper,
’Hx)e CuairMaN, The committee will come to order, )
Senator Wagner, who introduced Senate bill 1130, is here this
n}orllllmg,u and we will ask Senator Wagner to make an explanation
of the bill.

STATEMENT OF SENATOR ROBERT F. WAGNER, OF NEW YORK

Senator WAGNER. Mr. Chairman and gentlemen of the committee;
For the sake of brevity, I have prepared a statement which I should
like to present to the committes, after which I shall be glad to answer
an'% questions that I am able to.

he CrarmaN. If you prefer to go ahead and finish your state-
ment, very well, and after you shall have finished with it, the different
questions will be put to {ou.

Senator WaaNeR. I thought that might be the better way of
gre§§nting the matter. However, I shall proceed as the committes

ecides,

The CHAlRMAN. Very well.

Senator WAGNER. Mr. Chairman and members of the committee:
The center around which revolves all the political and economic
thinking of our times is the depression of the past 6 years. Even
when we infuse concrete facts with the touch of imsgination that
gives them life, we cannot count the cost of this calamity to the people
of the United States. The huge sum of money that has been spent
to provide relief and promote revival is a mere bagatelle compared
to tho $45,000,000,000 decline in our annusl income, And even if
somse financial wizard could ferret out these losses in all their obscure
- ramifications, he could not measure the broken hopes, the ruined
lives, and the aftermath of suffering that will be visited upon a large
part of the next generation. You gentlemen know the truth so far
as it can be known—for your hearings since 1929 have constituted a
panoramsa of a nation’s woes. .
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Happily, the forces meking for recovery have now been set in
motion. But our bitter experience has fastened attention upon three
main problems that we must start to solve now if recovery is not to
be built upon a bed of quicksand.

First, what must we do to set up safeguards for those millions who
suffer privation and neglect during so-called “good times”? This
may be called the problem of those disinherited by our economic
system.

Secondly, what must we do to protect those who are destroi’ed by
even the slight and short downward dips of the business cycle that
may occur in the future despite our best efforts? This may be called
the E’r;_nblem of those who live on a narrow margin of security.

Thirdly, and most important, what can human ingenuity do to

revent economic disorder in its most widespread and virulent forms
rom leading to national disaster? This may be called tho prcblem
of industrial stabilization.

Each of these three paramount problems is most at home in the
house of want built by unemployment. Even between 1922 and 1929
unemployment kept the level of disinherited workers at all times
above 1,600,000, and the total rose to 4,000,000 in 1928. Unemploy-
ment is also the force that attacks and (iestroys those who live on the
narrow margin of security. Lost profits may be regained upon the
upward swing of the business cycle, but the working day that is lost
is gone forever. Above sll, the secret of unemployment is the key
to industrial stabilization. In 1929 fluctuations of 600 percent in the
volume of unemployment were the storm signals of depression. When
we discover how to keep men at work, we shall have discovered all.

Unemployment insurance ranks high in the list of remedies for un-
employment. In respect to those disinherited during normal times,
it is more economical than relief because preparedness is better than
planlessness; and it is more humane because it does not rest upon the
degrading means test which assumes that society has no duty to the
idfe worker until he is destitute.

The chief merit of unemployment insurance, however, is that it will
exert a8 i)lrofound influence upon the stabilization of industr{. Em-
ployers held to strict accountability for the costs of unemployment
will strive more dili%ent]y for its abolition. 'The searchlight of atten-
tion upon this problem will tend to Yrolon% jobs just as the study of
life insurance has tended to prolong life. The transfer of purchasing
power by benefit payments when danger threatens will float the busi-
ness ship off the shoals of depression to the seaway of prosperity.

There is no better way to measure the worth of unemployment in-
surance than by estimating what might have been its eflects had this
bill been passed in 1922. The proposed 3-percent tax upon pay rolls,
even if we assume tlmt the business decline would not have been
attenuated, would have provided $10,000,000,000 for unemployment
relief between 1022 and 1933. It would have created an accumulated
reserve fund of $2,000,000,000 in 1929. If, in addition, the several
States had impgsed a 1-percent tax upon wages and contributed an
equal amount themselves, the total proceeds between 1922 and 1933
would have been $15,000,000,000, and there would have been an ac-
cumulated reserve fund of §3,333,000,000 in 1929, Certainly the
systerpatic dealing out of these huge sums to maintain consumer

emand would have had & most pronounced leveling effect upon the
business eycle.
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The argument has been advanced with frequency recently that
unemployment-insurance taxes would decrease active purchasin
power during times of ro?erity, and thus hasten the advent o
depression. ‘Those who hold this view advocate instead that unem-
gloyment, relief be financed by public borrowing in time of stress.

ince the relative difficulty of financing in hard times is axiomatic,
it will be sufficient at this time to answer the criticisms leveled against
the insurance idea. . .

Depressions are accentuated not by a genersl debility of purchasing
Kower but by an insufficient proportion of purchasing power in the

ands of wage earners and other people with low incomes. It is
difficult to see how a tax upon lpay rolls, paid by employers, would
intensify this maldistribution. It could do so only upon the assump-
tion that the tax would be shifted largely to the wage earner, either
by wage reductions or by higher prices. This assumption seems far-
fetched, in view of the innumerably more tpowcrful factors such as
custom, bargaining power, and standards of living, which operate in
the market. Moreover, if the several States should add their con-
tributions to unemployment insurance they will raise their share
through the general taxing power, which always may be exercised so
as to redistnnbute rather than to concentrate income. Even if we
assume that part of the costs of insurance would be carried by wage
earners, the temporary reduction in their purchasing power would
only be a small part of the increased purchasing power that would be
returned to them in benefits when most neededg.

The notion that the establishment of unemployment-insurance
funds would reduce general industrial activity by withdrawing money
from the market is equally fallacious. Insurance funds are not locked
in a strong box. Particularly under the present bill, which provides
that they shall all be managed and invested by the Secretary of the
Treasury, they will be continually at work, exercising a stabilizing
effect upon industry and a salutary effect upon credit transactions.
Their only distinguishing feature is that they will be specially ear-
marked for the use of the unemployed at the very times when it is
best for business that they should be so used.

With growing recognition of the need for unemployment insurance,
there has come considerable sentiment for the enactment of a single
and uniform national system. Its proponents advance the argument,
among others, that only in this way can & worker who migrates from
New York to New Mexico be kept under the same law at all times,
This, of course, is true. But there are an infinitely greater number of
workers, and industries, that remain permanently within the bound-
aries of these two States, respectively, and that are %rmanently sub-
jected to entirely different mdustriai conditions. Europesn exper-
lence with unemployment insurance has demonstrated that every
major attempt, except in Russia, has been successful and has been con-
tinued, But it has also shown that widely varying systems have been
applied to divergent economic settings. Our own extent of territory
is so great, and our enterprises so dissimilar in far-flung sections, that
we should, at least for a time, experiment in 48 separate laboratories.

On_the other hand, so long as the Federal Government remains
completely dormant, there will be practically no unemgloyment
insurance at all. Just last year, the Bureau of Labor Statistics
estimated that less than one-half of 1 percent of the workers in this
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country were covered by voluntary private systems. And after
decades of propaganda and education, only Wisconsin has dared to
throw down the gauntlet to the interstate competition of other States
with lower standards by enacting a law of its own.

Two major plans have evolved for Federal encouragement to
Nation-wide State unemployment insurance laws. One of these plans
is that the Federal Government should impose a tax upon all pay
rolls, and return the proceeds in the form of subsidies to those States
which enact unemployment irsurance laws. My chief objection to
this idea is that, since the State laws would not stand upon their own
feet, there would be great pressure upon the Federal Government to
make contributions larger than the amounts raised by the Federal
pay-roll tax. Thus insurance would be mingled with relief, a method
attempted with most unsatisfactory results in England, and generally
frowned upon by students of social insurance.

The second proposal for Federal encouragement of Nation-wide
State unemployment insurance laws is embodied in the present
economic security bill. As a first incentive, the bill appropriates
$5,000,000 for the fiscal year beginning this June, and $50,000,000
for each succeedm% year, 98 percent of which is to be allocated among
the States on the basis of need for the administration of such unem-
ployment insurance laws as they may enact. As a more powerful
mcentive, however, the bill imposes a 3-percent annual Federal Tax
upon the %ay rolls of all employers with four or more workers, and
provides that any employer may offset against this tax, up to 90
percent of its full amount, whatever he contributes to compulsory
unemployment insurance funds created under State law. Since the
States will be anxious to draw this Federal tax back into their own
borders, the natural result will be the enactment of unemployment
insurance laws in every State. .

While the 3-percent tax is imposed as of January 1, 1936, the bill
provides that during the first 2 years thereafter, the tax shall be
reduced to 1 percent until the Federal Reserve Board index of indus-
trial production reaches 85 percent of the 1923-25level, and reduced
to 2 percent until such index reaches 95 percent of that level. In
this way, business interests are fostered during the years of transition
and further revival. .

An important feature of this Federal tax plan is the special encour-
sgement which it offers to the stabilization of industry. If any State
law enables an employer to reduce the amount of his State contribu-
tion because of his good business record, he may offset against his
Federal tax not only the amount of his actual payment under the
State law, but also the amount of the reduction that he has won.
The Wisconsin law gives such an offset for stabilization, L

The bill is very careful, however, to guard against the possibility
that a State might allow an employer such great reductions as to
obliterate the Federal tax and provide no unemployment reserves.
No employer will be sllowed to offset any reduction unless the State
law requires him to continue to contribute at least a fixed percentage
of his pay roll into a State-wide pooled fund. Nor will any employer
be allowed to offset any reduction in his payments to an individual
reserves fund established under State law unless that fund has met
all of its obligations and contains not less than a fixed percentage of
his total pay rolls.

PR
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Practically no restrictions are placed upon the types of laws that
the States may enact. They msy provide for State-wide pooled
funds or for individual company reserves. They may exact con-
tributions from employers or from employees, or from both. They
may add their own contributions if they desire to do so. It is esti-
mated that the 3 percent pay-roll tax upon em?loyers alone will
provide, after a 4 weeks’ waiting period, 15 weeks of benefit payments
to the unemployed, estimated at 50 percent of the working wage but
not more than $15. Additional contributions of 1 percent by workers,
and 1 percent by the States, would raise the weeks of benefit to 30.

Wlhile great ]atitude is thus left to the States, the bill provides that
no State shall receive any subsid{, nor shall any employer be entitled
to any off-set against his Federal tax, unless the State law conforms
to three basic standards.

The first of these standards is that all funds raised under the
State law shall be deposited with the Secretary of the Treasury for
safekeceping and management. This will protect the unemployed
from the hazards of local financial crises. And as I have already
stated, the investment of this huge aggregate fund by the Secretary
of the Treasury will exert a tremendous stabilizing influence upon
industrial operations.

The second Federal standard is that no State law shall deny bene-
fits to any worker because he refuses to accept work at terms below
those prevalent in the locality, or because he will not accept as a
condition of employment any interference with his right of sell-
organization. Unemployment insurance is a matter of right, not of
charity; it is a mark of freedom, not an instrument of oppression.

The third Federal standard is that every State shall administer
its unemployment insurance through employment offices. If it has
none, it must set them up. This tie-up between a system of employ-
ment registration and unemployment insurance will chase away the
bugbear that men will not work if they can keep body and soul
together without working. In addition it will be the surest token
that unemployment insurance is only an essential part of the all-
engrossing task of finding employment for all.

‘he narrow margin of security to which so many of our people
cling in_their prime is inevitably the prelude to complete economic
disinheritance 1n their later life. No one can understand the tragedy
of old-age dependency without xSrobing the statistics of our national
income. A study completed only a few months ago paints the first
full-length picture of family earnings in the United States. It shows
that in 1929, 6,000,000 families, comprising 21 percent of our national
total, averaged less than $1,000 per ?’ear ; that 16,000,000 families,
comprising 59 percent of our national total, averaged fess than the
$2,000 per year which was the minimum necessary to supply the most
basic needs of life; that 20,000,000 families, comprising 71 percent
of our national total, averaged less than $2,500 per year. At the
same time, 36,000 families at the top of the economic ladder received
as much as 11,653,000 families at the bottom.

In view of these truly startling figures, it is not surprising that the
overwhelming majority of men and women cannot prepare for a
reiny day. In 1929, the 6,000,000 families that were in abysmal
poverty were able to save nothing; 42 percent of all American families
who were earning less than 81,500 a year, could save only 1 percent o
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their incomes; and 59 percent of our familtes, who were earning less
than $2,000, could save only 1.4 percent of their incomes. In contrast,
a family earning $5,000 saved 17 percont of its income, while a family
earning between $50,000 and $100,000 saved 44 percent.

Senator Costigan. Senator Wagner, what is the authority for the
statistics you have been citing?

Senator WaGNER. It is from a study by the Brookings Institute,
very receitly published. I think it is the most remarkable analysis
we have ever received on this question.

This maldistribution of the capacity for self-protection is summed
up in aggregate by figures showing that in 1 year 80 percent of the
families 1n the United States made only 2 percent of the savings, while
the other 20 percent of the families made 98 percent of the savings.

These citations throw into bold relief the reasons why fully half of
the 7,000,000 Americans who are now over 65 years of age have been
reduced to a state of bitter dependency. To help them is a grave
social responsibility, because they have been drained dry of their

roductive energies, and then swept aside like deadwood by a heart-
ess system which has not allowed them to help themselves. To help
them is also an urgent national necessity, bacause it will invigorate
the whole economic system by releasing younger relatives from
excessive burdens and by spreading purchasing power to an enormous
extent,

It is impossible to calculate the precise sums required for this task.
Opinions will vary greatly as to what constitute fair standards of
health and decency. But if we accept $40 per month per person as an
immediate minimum goal, our 3,500,000 (fependenb old people need
assistance to the extent of $1,680,000,000 per year. And this need
will mount with alarming rapwdity. It has been estimated that, due
to advance in standards of health, the ratio of old people to the total
population will be 10 percent 40 years from now, contrasted with 5.4
percent in 1930 and only 3 percent 1n 1870. In addition, the forces
of modern technolo§y are driving those beyond middle age from the
protective shelter of employment into the no man’s land of enforced
1dleness. In a brief quarter of a centur{, 13,000,000 geogle will be
trapped in this desolatearea; and, of these,half will probably be depend-
ent and need assistance to the extent of over $3,000,000,000 per year.

How do our present agencies for old-age assistance measure up to
the task before us? The Federal Emergency Relief Administration,
the lamentably weak pension laws of 28 States, and union and public
retirement pensions are expending $250,000,000 per year. This is
less than one-sixth of what is desirable today ; it is one-twelfth of what
should be available 25 years from now. The economic security bill
proposes to fill in this gap as rapidly as feasible by spreading a blanket
of old-age pensions over the entire country.

The keystone of this project is a national system of compulsory
contnbutory old-age insurance. To initiate such a system, a tax is
imposed upon all pay rolls, commencing with 1 percent as of January
1, 1937, and increasing by 1 percent every 5 years until it reaches its
maximum of 5 percent as of January 1, 1957. While the entire tax
is collected from the employer, half of it is deducted from the wages of
his employees, thus making their total contributions equal to his own,
Only nonmanual employees earning over $250 per month are excluded
from the plan.
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Senator Couzens. How did you arrive at $250 a month? Is that
just an arbitrary figure? . .

Senator WaaNERr. It was arrived at after considerable considera-
tion.

Sen'gtor Couzens. What consideration did you give to the other
figure

ggenabor WaaneR. It seemed to be the view of most of those who
have studied the problem for some years that this figure was a point
of demarcation. Of course, that is for this committee to decide. It
is merely a proposal. .

Senator Couzexns. I am trying to get your advice as to how you
arrived at it.

Senator Waoner. I think, in the beginning, that is about the figure
we ought to set.

Senator CoxnNaLLY. You do not tax them above that?

Senator WaaNegr. They are not in the system at all.

Seim?tor Coxnarry. They are not in it? You do not tax those

oople
P Sgnator WagNEer. No.

Senator ConNarry. \Why should you not tax them? They are part
of the industrial system. .

Senator WaoNER. That raises another question which we shall dis-
cuss after we finish this one. Of course, to some extent they will be
taxed. I will show later on that the Government will be bound for
a time to make a contribution, which will be raised by general taxation.

The old-age fund thus created will be used to pay insurance,
beﬁinning in 1942, to all employees over 65 years of age in whose
behalf taxes have been paid for at least 200 weeks. Of course snuch
insurance will be scaled on the basis of years of Farticipation in the
s¥stem and average monthly wage. Any employee entering the
plan after it goes into full effect in 1957 will receive in benefits no more
than the taxes contributed in his behslf, plus interest. Should he
die before receiving this full amount, the balance will go to his legal
dependents.

On the other hand, many of the middle-aged and older workers
who enter the system before 1957 will receive much more than the
amount credited to their accounts. And those who enter before
1942 will obtain a specially high rate of benefits. This is necessary
to guarantes security for those too old to build up adequate reserves
on a basis of garticlpqtion. Fairness would be outraged if we gave
relief in form but not in substance to those who only disqualification
is that society has too long neglected them alrea;lg.

Obviously the gratuitous portion of the aid offered to these millions
of older workers must be paid from some source. It will be paid by
the Federal Government, and nothing could be more inaccurate than
to say that the Federal Government will not contribute to tho national
pension plan. However, if the Federal Government decided to
spread its total ultimate contribution over a period of years beginning
in 1937, it would have to make payments of $500,000,000 per year
beginning at that time. This would have the disadvantage of building
up an inordinately large reserve of $75,000,000,000, and it would tax
the present generation for the old age of the next. Therefore, the
bill defers Federal contributions until the time when the total outgo
of the fund will exceed revenue from pay-roll taxes. That will be
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in 1965, and until then the Government will issue evidence of obliga-
tion to the fund. By 1980 Federal contributions will be $1,400,-
000,000 per year, and the total annusl income of the fund will be
$3,600,000,000.

.Whﬂe the bill does not require retirement at 65 years, no employee
will be entitled to add to his prospective pension by contributions
extending beyond that age. But he will be required to contribute
nevertheless.  As a practical result millions of men who are entitled
to rest will yield places in industry to the young and the strong who
are entitled to jobs.

. The compulsory national system of old-age insurance will not pro-
vide for those who engage in business for themselves, or who will be
over 60 years of agein 1937. To meet these needs, the bill authorizes
%rants to the States for old-age pensions, amounting to $50,000,000

or the year beginning next June, and $125,000,000 for each succeeding

year.
While these Federal grants are to be made on an equal matching
basis, and are not to exceed $15 per month per person, there is no
reason to suppose that this will ilm.l it old-age pensions to $30 per
month. There is nothing in the law which prevents a State from
doing more for itself than the Federal Government does for it. In
fact, the Federal administrator may refuse assistance to any State
which does not go as far beyond the $30 level as is necessary to
provide health and decency pensions to all its needy citizens.

Senator CosTigAaN. Senator Wagner, the impression has prevailed
that if the State attempted to enlarge the old-age pension for people
now over 60 years of age, the Federal Government would to that extent
diminish its contribution—is that your construction?

Senator WAaNER. Of course not; quite the contrary. If the relief
administrator finds that; in order to give at least a minimum living to
aged persons, there will be required more than $15 or more than $30,
he may refuse to make ang Federal contribution unless the States raise
their contributions enough to insure a decent standard.

Senator CostiaaN. The language of the draft impressed me as
somewhat ambiguous. . . .
lSexmtor WaceNer., We will clarify it, then, because the intent is
clear.

Senator CouzEns. I notice, Senator, that you constantly repeat the
language, ‘“‘decent living.” Have you attempted to define that in
any way or have you in your mind any definition of it?

nator WaoNEr., Well, $40 per month per person has been esti-
mated as the minimum requirement.

Senator Couzens. Assume that the administrator determined that
the application of the State under the system of an equal contribution
to the Federal Government did not create a decent living, what sort of
definition would be used to determine whether one State should con-
tribute $15 and another State $25, or what? )

Senator WaaneR. That is a matter of administration. Of course,
you cannot make a fixed rule for all of these things, and there ought
to be some discretion lodged somewhere. Some States will require a
larger sum than others because of different economic conditions.

nator Couzens. Let us assume for argument’s sake that you
administer it. What kind of a definition would you use?

Senator WAGNER. May 1 augfest, Senator, that I be allowed to.

finish this statement, and then I shall be very glad to enter into a

14
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general discussion and make whatever slight and humble contribution
can,

Senator Coutens, Certainly. .

Senator WaaNER. The bill also provides that the Government may
borrow money to augment the old-age fund by selling sannuity cer-
tificates to citizens of the United States who are under 65 years of
age. No such annuity is to have a maturity value of over $100 per
month. 'This is the final tower of strength in a fortress against
destitution in the winter years of life. ) :

In providing for the old, the economic security bill has not neglected
the young. There are now 7,400,000 children under 16 years of age
upon the Federal relief rolls. One-third as many are subject to
mother’s pension laws in 45-States. But in most cases these laws are
£0 it;adqltlluate that the average relief afforded is only $20 per month
per family.

This neglect of our future citizens creates & veritable dynamo to
generate social evil. Every year, 200,000 children who have been
subjected to the harrowing experience of unsystematic and irregular
help are hailed before our courts as delinquents,

he bill therefore provides a Federal appropriation of $25,000,000
for the year beginning this June, and authorizes a similar amount for
each succeeding year, to subsidize the States on a one-to-two matching
basis for the care of dependent children. The aggregate sum thus
brought into action will be 16 times as much as is now being spent for
dependent children by the States and by the ordinary agencies of the
Federal Government. .

The last few years have left their indelible imprint ugon the public
health, For the first time in several decades, the death rate in large
cities this 1year has been hig}l:er than that of the preceding year.
Innumerable social studics have traced the interaction between
poverty and disease. In 1933 it was proved that disabling sickness
was 50 percent higher among families greatly affected b{ the depres-
sion than among those whose incomes remained relatively stable.

The bill authorizes an annual appropriation for the Public Health
Service of $10,000,000, of which $2,000,000 is to be devoted to investi-
gation and research, and the remainder distributed among the States
on the basis of need. : .

Since the Federal Government withdrew from participation in o
Nation-wide maternal and child health program, the number of States
that are virtually inactive in this field has risen from 3 to 23. The
bill therefore appropriates $4,000,000 for the year beginning in June,
and authorizes an equal amount for each succeedin: year, to be allo-
cated among the States for maternal and child health,

Finally the bill apgropriatee $3,000,000 per year for the care of -
%wﬁled children, and $1,600,000 for aid to child-welfare services,

o it is provided generally that these sums shall be allocated to
the States on an equal matching basis, there is enough flexibility to
insure help to those localities which at present are suffering under
special financial disabilities,

The total Fedoral appropriation under the economio security bill
will amount to $98,500,000 during its first year of operation. . During
succeeding years, until 1965, when Federal participation in the old-
ago plan will commence, the amount will be $218,500,000. Of this,
$50,000,000 will be supplied from the Federal tax upon pay rolls for
unemployment insurance.
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Administration of the subsidies to the States for old-age pensions
and the care of dependent children is centered in the Federal Emer-
gency Relief Administrator; while the Secretary of Labor is in charge
of the grants for maternal and child health, the care of crippled
children, and the promotion of child-welfare services. The Bureau of
Public Health Service of the Treasury Department oversees Federal
aid to public health. The Secretary of the Treasury is entrusted
with the management and investment of the funds deposited in the
Treasury under the unemployment-insurance law and the compulsory
old-age insurance system.

The genersl activities of the Federal Government in connection
with unemployment insurance, old-age pensions, and the further
study of social security practices and laws, will be undertaken by a
social insurance board of three members with annual salaries of
810,000 per year, serving terms of 6 years. This board will be located
in the Department of Labor.

There is no need to urge upon this committee speedy action upon
this bill. The economically disinherited must be given a new fran-
chise. The narrow margin of security must be made broader and
surrounded by a protective wall. The house of unemployment must
be torn down. The ship of industry must be kept on an even keel.
You have before you evidence of a rebirth of that idealism and love
for social justice which is uniquely American. It is the beginning
rather than the end of an era.

Senator Couzens. I notice, Senator, that in one of these para-

aphs you refer to certain administration being under the Federal

ergency Administration.

Senator WAGNER. Yes.

Senator Covuzens, Do I understand that that is & permanent
agency? i

Senator WAGNER. Noj; but there is a provision in the bill that the
function may be transferred by the President to some other agency
in the event that that 8artlcular office terminates.

Senator Couzens. When you answered my question previously
with respect to the necessities of decent living, you said $40 a month.
Can you enlighten us——

Senator WaGNER (interposing). That has been estimated as the
anount necessary.

Senator Covzens. What does that include, may I ask?

Senator WaaNER. Studies of several different organizations indicate
that in a family of four, $2,000 are needed per year. That would
mean $500 per year for one, which is about $40 & month,

Senator Couzens. So that would mean $80 for an old couple; is
that right?

Senator WaoNER. I should say so, but of course we are dealing
with the individual here.

Senator Couzens. Yes; but I mean an old married couple that
were living together, with the computation contemplated, that would
be $80 a month.

Senator WaoNER, Yes. .

Senator CONNALLY. Unless the wife had also been a worker, as you
term it, she would not get $40, would she?

Senator WaeNER. Noj; I did not say that she would. There are, as
you see, two separate pension systems here. One is to take care of
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the present old who have had no chance to contribute under any fund
and who, under our system, have had all their youth drained without
being able to earn sufficient to save anything for the winter day.
These people are to be cared for by old-age pensions, with the States
making contributions, and the Federal Government matching them
to the extent of $15 per month, Of course, the State may decide that
bl(:thsthe husband and the wife need aid. That is discretionary with
the State.

Senator Couzens. In that ovent, the Federal Government would
give $30 to the family. .

Senator WaGNER. To the family; yes.

Senator Couzens. What I am trying to get at is how you arrive at
these figures. What is included in the expenditures of a decent living
when you arrived at $40 a month? .

Senator WaGNER. I do not recall definitely the specific items, I
ﬁuppose they came nearer to subsistence than to any kind of luxurious

ving.

Senator Couzens. I want to know what you include, to find out
whether that was adequate or not.

Senator WaoNER. Bed and board, I suppose. While the study
has not been made by me individually, I think uniform conclusions
have been reached by most organizations that have made special
studies. I am relying upon their investigations.

Senator Couzens. I presume we will have witnesses who will
testify how they have arrived at it. .

The CratrMAN, There are others who have studied this question
who will ageear before the committee, I imagine.

Senator Waaner, Yes. I think we shall be able to get any of
these so-called ‘‘social workers" to give you exactly what is included
in their estimate, how much for rent, how much for eating, and so on,

Senator HasTiNGs. Senator Wagner, do I understand that if a
State should find itself in a position where it could not raise more than
$15 & month which is admitted would not apply to the requirements
here——

Senator Waener (interrupting). That is not admitted.

Senator HasrtiNes. I got the distinct impression that it took $40
a month to make a decent living within the definition of this bill."

Senator WaanNer. I think I said to Senator Couyzens that in
different sections of the country the economic conditions are different.
Undoubtedly, in some localities, $30 would go further than $40 would
in others. I think it is unwise to fix a orm amount. If my own
opinion were asked, I should like to give $40. ‘

Senator Hastings. Take a locality where it must be admitted
that $40 is necessary to make a decent living, but that the States’
finances were such that it cannot raise more than $15 a month to
take care of all the aged people. Are we to understand that under
cond%fiign'{s like that, the Federal Government would not contribute
anything

Senator WAGNER. No; you should not understand anything of the
kind. Undoubtedly the relief administrator would determine, if it
were utterly impossible for the State to make more than a $15 con-
tribution, that the Government will add its 815 to it. The person
would not be left absolutely abandoned.

116807—-35——2



12 ECONOMIO BECURITY AOT

Senator HasTiNGs. But that depends entirely upon the judgment
of the administrator,

Senator WaaNer. How else can we work it? Yo have to put
lar%;a responsibility somewhere. We cannot sit hore and pass upon
each individual case as legislators, )

Senator HasTings. Yes; but we could say that if any State con-
tributed $15 they would be entitled to farticlpate in this fund that is
contributed, We could do that, and I am wondering whether that
would not be safer than to give to some single person the right to say
that nothing shall be contributed because in his judgment the State
has not done its full part. .

Senator WaaNeR. Well, of course, no administrator would take
such an atbitrary attitude. He would act as in fact has been done
recently. He would try to persuade States to raise a larger sum for
relief, and to use their taxing power for such purposes. But he
would not abandon any State where it has been found utterly impossi-
ble for the State to raise any more. Of course your committee, and
ultimately Congress, must decide whether you want to make a rigid
and fast rule or whether {ou want to lodge some responsibility else-
where. I think it would be desirable to do the latter. .

Senator Couzens. But I do understand that the administrator
under this bill would not be authorized to contribute the $15 of
Federal money if the State could only contribute $10, is that correct?

Senator Waaner. That is correct. .

Senator HasTings. Now, Senator, will you tell the committee how
you arrive at this annual sum of $125,000,000?

Senator WaGNER. I do not think that it is enough to take care of
all of the 3,500,000 old ﬁeople who are dependent.

Senator HasTixes. The committee reports it as 3,750,000, doesn’t
it? Half of seven and a half million? )

Senator WaaNER. 1 sm speaking in approximate figures.

Senator HasTings. Yes. .

Senator WAGNER. At the present time, the State governments are
contributing only $40,000,000 to aid the old people who are destitute.
It is hoped that with this new encouragement by the Federal Govern-
ment, and with the awakening of & public conscience, the States will
make an effort to contribute a larger sum. It is estimated that
$125,000,000 will be about what the States will contribute by next

ear. The committee can make its own estimate; and of course the
ederal money will not be expended unless the State matches it.

Senator Hastings. Let me call your attention to the fact if you
have not-figured it yourself, that $156 & month is $180 a year, and
if you divide that into $125,000,000, it shows that you have taken care
of 694,444 people out of 3,760,000.

Senator WagNEeR. That is true. I should like to make the bill
morse liberal. You and I shall not quarrel about that. You have a

reat responsibility here in the Finance Committes to determine
ow far the Federal Government can go in this matter consistently
with your other expendiutres.
. Senator HasTings. I am not, arfuing it at all. I am not entering
into argument with you about it; I just want to call attention to this.

Senator WaoNER. That is true.

Senator Hastings. If the States should act to the utmost that it
is hoped and expected, and all of these 3,750,000 people should be

s atactdiune®. SN
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taken care of by the States, the $125,000,000 appropriated would
only allow $33.33 a year to each person, or only $2.78 per month
instead of $15 per month.

Senator WAGNER. What is the point or the idea of your inquiry?
Is the idea that because we are not making a large enough contribu-
tion we ought to abandon it altogether? .

Senator HastiNgs. I do not want the public to get the impression
that $125,000,000 annually is going to allow payment to 3,750,000
people of $15 & month. The general impression is that by this appro-
priation, the Federal Government has stated that it is willing to take
care of all persons over 65 years of age up to $15 a month, while asa
matter of fact it only takes care of them up to $2.78 a month.

Senator WagNER. I do not see how anyone could have made that
statement, and I do not think anybody did. This is a new field we
are exploring. .

The CrairmaN. Did you take into consideration, Senator Wagner
that perhaps some of the States have not passed the pension laws an

erhaps would not get the machinery set up and have this available
or the first year? )

Senator WaoNER, The first year the Federal Government is
contributing only $50,000,000. The Senator is talking of the second
year, when we contribute $125,000,000. I am sure that as the States
make larger grants, the Federal Government will increase its appro-
priations if necessary to take care of these people.

Senator Couzens. Certainly the implication of the Senator from
Delaware is correct. The impression is that this bill provides just
the very thing that the Senator says, and it is no use fooling the
people that this is going to take place if you are only lgloing to provide
$125,000,000. Let us put the full amount in and tell the truth.

Senator WaaNER. I do not think anybody is thinking of trying to
fool the people.

Senator Couzens, I am not charging the Senator with it.

Senator WagNER. This is a step that no other administration has
ever taken. There has never been such concern for the old and the
neglected in our economic structure., It is for this committee to say
whethor to authorize a larger appropriation. If you do, I shall not
quarrel with you, because X t we should have taken this step long
ago. I used to say so in the New York State Senate, but I was a
voice in the wilderness,

Senator Couzens. The Senator and I do not quarrel about those

things.

Senator WaGReR. I understand that.

Senator Couzens. What I am trying to point out is that the
Senator should tell us in his explanation of the bill that this $125,000,-
000 is wholly inadequate to carry out ——

Senator WagNER (interrupting). I think I did, very clearly,
Senator.

Senator CouzEns. Well, perhaps I missed it, then. It is certainly
plain that this bill as it is written will not carry out what the general
publio contemplates it will do.

StStenator WaeNEr. It is much more than is now being paid by the

ates. .

Senator Couzens. Oh, yes; I am not talking about that,.

Senator WaoNER. The States are spending about $40,000,000 per
year now, and wo are trying to raise this sum so that the States may
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pay at least $125,000,000 f:er year until we get our contributory
system going. Then 1 think the contributory system will take care
of thess people and we shall wipe out this destitute class.

Senator HasTings. The point I had in mind——

Senator WAGNER (interposing). In Delaware, your pension law
allows you to pay $25 per person, but you are paying only $9 per
person to thoso you do take care of. Apparently the State of Dela-
ware has not found that it is able to contribute more than $9 per
person per month,

Senator HasTiNgs. You are expectin% us to contribute as much
as $15 and I have a notion that you would expect us to contribute at
least $25 if we are going to participate in this at all.

Senator WaaNER. I thini)c Delaware can afford it, can it not?

Senator Hastings. That is what I supposed.

Senator WacexER. In spite of the fact you can afford it, you have
contributed only $9 per month.

Senator King. It may be the State is so prosperous it does not
have many people who need it.

Senator Couzens. I was going to make a suggestion. I think it is
o rather prosperous State. I should think it would be willing to pay
more than $9 per month.

Senator HasTiNGs. Senator, you have stated that this is more than
any other administration has done, and this is a step in the right
direction.

Senator WaaNER. It is a forward step, undoubtedly.

Senator Hastings. The point I want to make is in this connection,
that it is only a step.

Senator WagNER. Exactly, and I will 50 along with the Senator if
the Senator would like to go further. I do not think it is quite con-
sistent to say in one breath that we are spending too much, and at the
same timo find foult with the fact that we are not spending enough.
I do not quite understand that logic. I will go along with the Senator
to make it & much larger sum if we can provide the funds.

Senator HasTtinags. Now, Senator, vou are here as a witness and
vou have done a great job in explaining this bill but you certainly
ought not to object to my questioning you.

nator WAGNER. I withdraw the statement.

Senator HasTings. You certainly ought not to object to my trying
to find out what is in the bill, without calling my attention to the fact
that 1 objected to spending so much.

Senator WaoNER. That was an impersonal statement. It had no
reference to the Senator at all. I am sure the Senator has never
taken that attitude. :

Senator Hasrings. I want to call you attention to the fact that if
you take care of what the bills says it is necessary to take care of,
namely, 3,750,000 at $16 per month it will require $675,000,000.

Senator WAGNER. Yes.

Senator HastiNg. I just want to call your attention to that.

Senator WaGNER. Yes.

Senator Hastings. And I want to call the attention of the com-
mittee to it.

Senator WaoNER. That is right. .

Senator Hastings. Now there is one other question that I would
like to clear up and that is why this tax of 1 percent on the employee
and employer does not take effect until January 1, 1937.
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Senator Waaxer. Well, it is a tremendous tagk to put into opera-
tion a system of this kind, with all the preparation necessary.

Senator Hastings. Could not it be done by January 1, 19367

Senator WaGNER. That is again a matter for the committee or
Congress to decide. It has been the opinion of those who have been
interested in this whole problem that it would take a little longer than
1936 to make the necessary preparations. It is a tremendous task,
mind you. Wae are taking in, as you know, every manual worker,
and every other worker of the white-collared class who earns $250
or less per month. Also, the annuity measurements are complex.
But, of course, the opinion of the committee governs.

Senator Hastings. I am correct, am I not, in assuming that every
housewife who employs one maid will be required to make a tax
return, and every farmer who employs one farm hand will be compelled
to make a tax return?

Senator WAGNER. Yes. .

Senator Hastings. Well, the bill says, if you will look at your own
bill, it simply states that every worker, with the exception of those
earning $250 a month, is required to make a return.

Senator WAGNER. Yes,

Senator Hastings. I want to find out whether that was the intent.

Senator WAGNER. A tax return, you mean, with reference to this
particular part of the bill?

Senator Hastings. On the old-age pension.

Senator WAGNER. Yes.

Senator Hasminas. That is correct?

Senator WaoNer. Yes. All these matters are bound to incon-
venience sonte, in order to reach the main objective.

Senator Hastings. Have you any idea how many people would be
taxed under that old-age pension, that one-half of 1 percent, which is
somewhere between 40 and 45 millions?

Senator WacgNer. Oh, no.

Senator HastiNgs. You say it would not be that many?

Senator WacexEeR. I do not think so.

Senator Hasrings. There would be some 45,000,000 gainfully
employed?

nator WAGNER. A great many of them would receive more than
$250 per month.
tthnaf.or Hastings. Not a great lot of them, not many more than
at.
. Senator WaoNER. Whatever the number may be, they will all be
included. I think off hand it would be about 26 millions, but the
Senator may be right.

Senator Hastings. I haven'’t any figures on it, but it would be my
guess it would be 40 or 50 millions. .

Senator WaoNER. I donot think it would be that many.

Senator Hastings. While this tax does not begin until January 1,
1937, the tax for employment insurance does begin January 1, 1936.

Senator YYAGNER. Yes.

Senator HasTings. Can you explain why one begins in 1936 and
one in 19377 .

Senator WaaNeR. They are entirely separate propositions. We
have discussed insurance so long that we are quite familiar with what
its administration should be. A number of the State legislatures are
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meeting this year, and they are ready to inaugurat,e systems of unem-
ployment insurance. I think that we are ready to step forward with-
out much more preparation. It is not nearly so complex a task of
organization as the national pension system.

nator Hastings. Will you explain the reason why the Federal
employees and the railroads were left out of this?

Senator WaeNER. Because they both have retirement systems.

Senator Hastings. Have you any assurance that this retirement
system will be any more effective and the necessary funds to pay
annuities will be accumulated any better than it is under the Federal
employees’ system?

Senator WaanNER. I think it will be properly administered.

Senator Hastines. Do you happen to know that the Government
is already short $100,000,000 in the amount that the Federal employ-
le;est .ha.\‘;e paid into that fund, to say nothing about their own contri-

ution

Senator WaeNER. The thing to do is to perfect that administra-
tion, but not to abandon the idea. L.

Senator HasTiNgs. I am wondering why, while we are doing this
great job, we do not put it all in one, why make a distinction between
the Federal employees and the railroads on the one hand and all of
this other great group "of citizens constituting the balance of the
United States on the other hand.

Senator WaoNER. Through an act passed last year, with which I
had the honor to be associated, there was created a pension system
for the railway employees, and there is no reason for interfering with
it. Now as to the pensions for Government employees, they have
been in development all over the country for years, and should not be
disturbed. I do not know about the criticism that you make. Most
of our State funds in New York are sound. If the criticism is valid
anywhere, corrections in administration should be made. Of course
that does not argue against the desirability of this type of ;ystem.

Senator HastiNgs, Except to this extent, that if the Kederal
Government has not succeeded in that small endeavor what assur-
ance is there that it will succeed in this very much greater one, unless
you perfect the system in some form? . L.

Senator WaaNER. There may bé more efficient administration now,

Senator HasTings. Have you any idea how many people it would
require to administrate this old-age annuity plan, the collection of
all theso taxes from every housewife and every farmor, and every
citizen everywhere, plus the keeping of the records, and as I under-
stand the bill, it would be necessary not only to keep the amount of
money that the wage earner had accumulated, but it would be neces-
sary to keep a time sheet of every single worker in the _countr{.m 1
do not intend to criticize. I am tremendously interested in the thi g

Senator WaaNER. You are showing the stupendousness of the task.
Therefore, it might re%}nre some little time to prepare for it.

Senator HasTiNGs. Yes.

Senator WaaNEeR. But certainly we should not be frightened by
the stupendousness of the task if we are satisfied that we seek the
proper objective of social justice.

Senator Hastings, I just want to know if you have any figures on
it.
Senator WaaNER, I am not afraid of that task, Senator.
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Seingztor HasTings. Have you got any figures as to the number of
people

Senator WaeNER. I haven’t, but undoubtedly they will be supplied
to the committee. The same sort of administrative difficulty argu-
ment was used in New York State when I had the honor of proposing
the workmen’s compensation law, which has become & model for other
States. But within a year the argument vanished, and everybody
;‘ebcggnized the law as a great boon and blessing to industry as well as
abor.

Senator Hastinags. Have you undertaken in any way to protect
the funds that will be accumulated for old-age pensions by various
industries of the coun%-’y?

Sf(nator WaaneR. We are leaving that entirely to each State to
work out.

Senator HastiNgs. Under this plan can a State pass a law that will
protect such industries so that they will not have double taxation?

Senator WAGNER. Yes,

Senator Hastings. I could not figure that out.

Senator WaAGNER, The State may either erect a system of reserves
to be held within each industry, or by particular employers, or they
may have a State-wide pooling system. Of course if you have in
mind plans whereby the worker, if he leaves a particular employment,
loses all interest in the funds, that is another thing.

Senator Hastings. No; 1 do not have that in mind.

Senator WAGNER. I do not think it would be very desirable to
continue with that type of system, bccause that interferes with
freedom of action.

Senator Hastivas. I agree with you on that.

Senator WaGNER. Every State is at liberty to select whatever
system it chooses, so long as certain standards that we select are
complied with.

The CHAIRMAN. Are there any other questions, genilemen, of
Senator Ws}ugner? i

Senator Kinag. Senator Wagner, I was interested in one statement
that you made relative to the savings in the banks of the United
States. My recollection is that a recent publication indicated that of
the 50 billions of savings in the savin%_s anks of the United States,
State and national, more than 45 billion dollars of that huge sum
had been deposited by persons, the aggregate of whose savings was
$500 per person, that is, who did not exceed that, it was from $10 to
$500, indicating that substantially all of the deposits in the savings
banks today were by persons of limited means and small wage earpers.
I was wondering if you had some data on that. .

Senator WaoneR. That may be so, but there is a large proportion
of our population that nover has an opportunity to save anything.

Senator Couzens. Will the Senator indicate where the reference is
that the savers have $50,000,000,000 in the banks? )

Senator Kina. I saw it in some newspaper recently. ’

Senator Waaexer. I do not think anybody denies that there is an
unfair distribution of incorae.

Senator Couzens, I think that is ture, but I doubt whether the
workers have $50,000,000,000 in the savings banks. :

Senator Kina. I did not say that, I said there were $50,000,000,000
in the savings banks. ‘
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Senator Couzens. With an average of $5007

Senator KiNa. Yes; and the average was $500.

Senator Covzens. I was wondering where the Senator got the
record from, because I would like to have that checked up. I think
the Senator Probably got the wrong information.

Senator WaAaNER. About 22 or 23 percent of our families in the
United States are never able to save a dollar, and 36,000 wealthy
families have as much income as nearly 12,000,000 poor families.

Senator Couzens. That may be, but, Senator, the proposal is to
help the needy old now?

Senator \WaGNER. Yes.

Senator Couzens. What definition has the Senator arrived at so
as to determine the need?

Senator WaoNer. May I state, Senator, to clarify my answer, that
oven under the contributory system there are some, who are going
to retire soon, who will receive an income more than an earned
annuity,

Senator Couzens. Without regard to needs?

Senator WaGNER. Yes; because they are contributing.

Senator Couzens. That part is without regard to needs, but there
is another scheme, as I understand it, to take care of the needy.

Senator WaaNEr. The needy who are now too old to contribute
into a fund and are not eligible to join a fund will be helped by the
pension-subsidy plan.

Senator Couzexs. What I am trying to get at is your definition of
need, to take care of as a group. What is your definition of “need”’?
What is your definition of it?

Senator WaaNEeR. Well, it is what is needed by a person of that age.

Senator Couzens. Yes.

Senator WagNER. Enough to care for him decently.

Senator Couvzens. That covers the prior question that I asked.

Senator WAGNER. Yes.

Senator Couzens. Now, I am getting at as to how it would be
determined that you needed any aid if you applied for the old-age
pension.

Senator WaaNER. The State would provide means tests itself for
that purpose.

Senator Couzens. We are not going to involve ourselves in that at
all before we make a contribution?

Senator WaaNEr, Well, judging from what the States have done
hﬁretof(()lre, they haven’t nearly met their obligations to take care of
the needy.

Senator Couzens. That might be true, I admit that.

Senator Waaner. Some of them have filed reports. )

Senator Couzexs, What I am trying to get at is what in_your
opinion would be a need. Would 1t be a case where the children
had adequate means to take care of the parents and the parents them-
selv&a; did not have any at all? Just how would you arrive at that
nee .

Senator WaGNER, I take it there would be some inquiry made to
asscertam whether & person i3 so destitute as to need the aid of the

tate.

Senator Couzens. I know cases where children of wealthy parents
who themselves did not have much, have applied for Home Owners’
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Loan Corporation loans and the corporation denied the loan because
the condition of the families as & whole made it such that the appli-
cant was not in immediate need for relief. Now, would that be one
of you; interpretations as to the need of contributions to an old-aged
person

Senator WAGNER. I can only say that in New York State where
parents are destitute, and it is found that the income of the children
1s more than sufficient to care for the Earents, we compel the children
to contribute toward the support of the parents. L

Senator Couzens. Then you do not make any contribution in that
case at all? .
¢ Senator WaoNEr. We do not, but we see that they are provided

or,

Senator Couzens. Yes.

Senator WAGNER, VWhere there are wealthy children who have just
deliberately refused to take care of their parents, we make them do so.
But there are not many such cases, for most children are loyal to their
parents, and care for them if they can.

Senator Couzexs. Thatis the point I am bringing up.

Senator WAGNER. There is now a new class of needy added to the
aged, because children have met the same disaster as the result of the
depression as the older people. Now, to have added to their own
burden, that of caring for their parents, has resulted in many cases in
living in poverty and all of the consequences of poverty.

Senator Couzens. Yes, I understand that. I am trying to get the
extent of the Senator’s study. Iknow hissympathiesin thesituation.

Senator WaaNER. I have tried to exercise business common sense,
Senator. Ido notallow my emotions to carry me away.

Senator Couzexs. Wenever think that we may be in error ourselves.

Senator WaaNER. I do not think it a difficult fact to ascertain,
whether a person is actually in need of State aid or not. We are doing
that every day now on the relief rolls.

Senator Couzens. What I am trying to get at, so that the public
and Congress will understand, is just what the effect of this is Foing
to be. The Senator knows I am entirely in sympathy with his
legislation.

Senator WaGNER. I know you are.

.. Senator Couzens. I want the country and Congress to understand,
if they can, in what direction they are going and how they are going
to proceed. . For example, assume the Senator is taking care of his
parents——

Senator WaGNER. I wish they were here so I could.

Senator Couzens. I am just using a hypothetical case.

Senator WAGNER. Yes,

*Senator Couzens. ‘Assume the Senator says to his parents, ¢ Now,
you can get off my hands b{ %oin and applying for an old-age
pension”’, would they be eligible for Federal contribution?

Senator WAGNER. An inquiry would be made, and undoubtedly
the children who can take care of their parents will be compelled by
State action to dosd. :

Senator Couzens. And there would be no Federal contribution?

Senator WaaNer. There would be norie in such cases.

Senator Couzens. That is what I wanted to know. We will have
to deal with all kinds of human beings and not only the average.
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Senator WaaNEer. Yes.

Senator Hastings. There is a provision somewhere in here, as I
recollect it, that the State shall certify that a person is not made
ineligible lperﬁlly because he holds as much property as $5,000. Isn't
that in this bill somewhere?

Senator WAGNER. It is not there., It was originally.

Senator Hastines. But it is not in this bill?

Senator WAGNER, No. A person might have a piece of property
which, if it could be sold, might be worth $5,000, but if it is utterly
impossible to dispose of that piece of property and if he has noincome,
you are not going to leave him lying in that particular lot.

" Senator Hastings. I though it might throw a little light on any
question that Senator Couzens asked.

Senator WaanNer. That is in the report, not in the bill,

Senator HasTings. It isin the rleli)ort, not in the bill itself?
¢ _Setna:or WaoeNeR, Not in the bill, because I do not think it is a

air test.

Senator Couzens. I quite agree that a man might have a home and
not have a nickel to bulyl food with.

Senator Waaner. That is it exactly.

Senator King. Senator, the purpose is not to have the Federal
Government sufx:ervise the action of the State, or to deny the State
the power which it now exercises in dealing with its own residents.

Senator WaaNER. Not at all.

Senator Kixa. It is really to supplement? L

Senator WaanER. To supplement their effort in that direction.

Senator Kina. And to stimulate a case where they have not made
ample provisions to enact legislation more human in character,
calculated to care for the needs of the people?

Senator Waaner. Exactly, . ) .

Senator Kina. And the administration, so far as it is possible, is
to be left to the States?

Senator WaeNER. Yes. T imagine that the subsidies for a while
will increase. But once the contributory system of insurance is on
a sound basis, there will be relatively little need to care for the old
in the manner that we are required to care for them now. L.

Senator HasTiNgs. Senator Wagner, I would like to inquire
whether any thought was given to connecting this annuity for old-
age pensions with the unemployed. I had this in mind: If this
annuity, this forced saving by the employer and employee were paid
into a fund under this bill for the purpose of taking care of them in
their old age, whether it might not be better to combine the whole
thing and then, under certain coaditions of unemployment, to per-
mit them to draw on that accumulated fund es long as some board
which was acquainted with their condition found it was necessary.
I can understand how that would destroy, in a measure, that old-
age pension, ,

Senator WaGNER. I think we are using other methods for that
purpose. In the first place we haye unemployment insurance to take
care of the unemployed, for a period of time at least.

Senator Hastings. That is only a period of 15 weeks,

Senator Waaner. No, sir. It depends on the liberality of the
State. In al), we have pensions and insurance to take care of a person
in old age, we have unemployment insurance to take care of him when
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he is temporarily out of work, and in addition, we have a public-
works program, which is to absorb the unemployed when industry is
slack. Now, with that threefold program, we ought to provide for
pretty nearly everyone. . .

President Hoover signed & bill I fought for during several years,
which created a stabilization board, but unfortunately he did so in
the midst of the depression. The purpose of that board was to prepare
& publicworks program 6 years in advance. ‘The director was required
to keep in touch with economic conditions. The idea was that just
as soon as the barometer of business is coming down, we go in with
our public-works program, and as the baromoter Eoes up again, which
means that private Industry is beginning to pick up, we rotard our
public construction. It is that program that is called employment
insurance. You have employment insurance, you have unemploy-
ment insurance, and you have old-age insurance and pensions. I
think that three-part program will be a tremendous steg in bringing
about economic stabilization and regularization of employment an
security in old age. .

. Senator Couzens. Would the Senator object if we divided this up
into different bills to accomplish the different purposes?

Senator \WaGNER. Senator, we aro passing $4,000,000,000 in
a{)propriations, as I understand it, by a separate bill. But it must
all be coordinated by a sympathetic administration.

Senator Couzexns. That is not what I was trying to get at, Senator,
1 was thinking about your particular bill. It seems to me we are
more or less in confusion because there are more than one different
activities contemplated in your bill. . .

Senator WAGNER. I do not see why we cannot discuss them if they
are all in one bill, just as well as if three bills were on the tablo at
the same time, since they are correlated. I should prefer, if you ask
me for my opinion, to have them in one bill. .

Senator Couzens. All right. I just want your opinion.

Senator HastiNgs., The advantage in having them separate is that
some people might want to support one and not support the other,
I sup[)osc the advantage, from your point of view, 13 to have them
vote for all of it or be charged with being against all of it.

Senator WaonEr. Not at_all. You have got your chance to
amend the bill on the floor. You do not want to ascribe such sinister
motives to me, do you? .

Senator Hastings. No, no; not at all. Somebody higher up than
you, perha&s', is what I had in mind. .

Senator Waaner. There is not anyone higher, so far as my actions
are concerned. .

Senator HasTinas. Senator, I want to ask you one other question.
You made a statement a moment ago that the State may do more
than that, Is it contemplated under this bill that the State shall
use more for unem%loyment insurance than is paid by the industries
and farmers and other people that have to pay this 3-percent tax?

. Senator Waaner, I am sorry. I donot grasp your question,

Senator HasTings. I got the impression that this bill undertakes
to force the States to enact unemployment insurance laws in order
tSha:e that State may get 90 percent of what is collected from that

tate.
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Senator WaonEeR, Of course you know the purpose of that. There
are many States, Senator, who want to pass unemployment insurance
laws, since thoy know d\ey benefit the worker and eventually all.
But none of them, outside of Wisconsin, has dared to talk plainly,
because they were afraid of the comparative disparity between the
States. In one State the cost of production would be increased b;
the amount of contributions into an unemployment insurance fund,
and they were afriad that an adjoining State which was not as pro-
gressive and refused to pass an act might have a competitive advan-
tage. To put all States on a parity we provide this tax, so that if
a State refuses to pass a law it hasn’t that advantage gained by a low
standard. That is the purpose of the act.

Senator HasTiNgs. You got off the point that I intended to inquire
about. Under this bill does a State get back all that the people in
that State pay, under this 3-percent tax?

Senator WaAGNER. 90 percent of it.

Senator HasTinGs. 90 percent of it?

Senator WaGNER. Yes,

Senator HastiNgs. That goes back to the State?

Senator WAGNER. Yes.

Senator Hastinags. Is it contemplated that the State shall, in order
to maintain a proper unemploymet insurance plan, contribute any-
thing other than comes from that 3-percent tax, 90 percent of which
goes back to it?

Senator WaaNER. That depends on for what period it is proposed
that the worker shall have unemployment benefits. That is a matter
for the {"ate to decide.

Senator HastiNgs. In other words, assuming that the 3-percent tax
would run to $5,000,000 for a State and 1you leave that entirely to the
State legislature, as to whether they shall increase that by some other
kind of a tax of their own?

Senator WAGNER. It may require larger contributions of employers,
or it may require employees to make contributions, or the State may
decide to contribute something itself,

Senator Hastings, That is what I mean. .

Senator WAGNER. As most of the European countries are doing.
By the way, Senator, you know that we are the only industrial
country in the world that hasn’t an unemployment insurance.

Senator Hastings. In other words, the State ma%' bring that
amount up to whatever the legislature cares to make it .

Senator WaoNER. We wanted to give the State freedom of action
in that regard. ‘There is some sentiment for doing it all nationally,
however. )

Senator GErry, AsI understand, the Senator’s attitude of turning
as much of this over to the States to administer as possible, is on the
theory that the State, being so close to the situation, would under-
stand their local situation better and would give better administra-
tion.

Senator WaaNER. There is another reason, Senator. We are ex-
ploring a new field, and I think it much better to have the 48 States
as laboratories for the testing of different systems, just as in work-
men'’s compensation laws.  Out of these tests will emerge one system
superior to the others, which all the States will adopt.

s oo Ama
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Senator Gerry. As I understand the Senator’s theory, then, he is
oibg on the sound principle that the nearer you can get it to the
ocal community to administer the more efficient that administration

should be.

Senator WaaNER. Yes,

Senator Hastings, Then I wanted to inquire why that same rule
does not apply to the old-age pension plan and the annuity system,

Senator WaaNER. That 1s an entirely different proIposition, of
course. That takes in every workman in the country. It can easily
be made unified without any difficulty.

Senator Hastings. Isn’t it a fact that it affects every person and
that is all tho more reason why you should not divide this great job
of collecting the tax and administering this law, by keeping all these
records, this savings fund record of eve?’ individual, is not that all the
more reason why that should not be left to the States also? .

Senator WaeNER. No; it is not any reason at all. Are you in
sympathy with old-age pensions, or an old-age insurance system?

Senator Hastines. It would not make any difference in your
answers, would it, to me?

Senator WaaNER. No; but I would understand your questions
better. You remember the income tax. The same argument was
used: “My heavens, what a tremendous machinery you are going to
set up to collect the income tax, therefore we should have no income
tax.”” That sort of argument does not appeal to e, if the objective
is & worthy one, and a necessary one.

The CHAtrMAN, Senator Wagner, I want to ask a question, There
has just been handed to me a copy of today’s Washin%t{on Daily
News in which there is an article written by Mr, Robert Horton, in
which article, in large letters it says, *F. D. wants changes in social
aecurity bill.” It reads:

President Roosevelt himself demards several major changes in the economic
security bill, before Congress, it was reported today. Senateqlepublicans opened
fire on the measure.

1t was said that he would not sign the bill as it stands, though it was introduced
as an administration measure.

I wanted to ask you if you have any knowledge of any such move-
ment upon the part of the President.

Senator WaaNer. I havenot.

The CHAIRMAN. ] might say that you have been very close, with
reference to the drafting of this legislation——

Senator WaoNEeR. Yes. .

The CHarmMan. And, I might say, too, that so far as I know, I have
never heard of any such proposition as that.

Go ahead, Senator Black.

Senator Brack. Senator, I wanted to clarify my mind as to one
statement you made in reference to the old-age pension insurance.
I want to_ask one or two questions abouvt tho method of getting the
money. I wanted to be absolutely sure. As I understand it, under
the unemployment insurance, the State, whether it wants to do so or
not, even if it desired to raiso this money by incoms taxes and inheri-

‘tance taxes, would be compelled to have a tax raised in that State in

the method set out in this bill? . .
Senator Waaner. The Federal Government raises that tax. :
Senator Brack. Yes; but the State has no way of relieving itself

-of that particular tax?
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Senator WaaNER. No; except that the employer is given credit
for any sum which he contributes into a fund.

Senator Brack. So even if a State desired, in an effort to try to
correct the maldistribution of income, as you have set out, even if it
desires to do so by an increased inheritance tax and an increased
income tax, it would be compelled to accept this method of raising
the money to the extent as is set out in the bill?

Senator WAGNER. You mean that the fund used as unemployment
insurance shall be supplied by the imposition of a tax by the State
on all the people?

Senator BLack. As I understand it, it is supposed in this bill to
impose a 3-percent tax on the employer.

nator WAGNER., Yes,

Senator Brack. And so much on the employee.

Senator WaoneR. The theory, Senator, is that either the employer,
or employer and employee, or the employer, employee, and the State,
m:g; contribute into the State fund.

nator BLack. Yes.

Senator WaanNEer. Depending upon the decision of the State.

Senator Brack. Yes.

Senator WaaNeR. The 3 percent may not be sufficient for an ade-
quate State fund.

Senator Brack. Yes; I understand that. I want to be absolutely
clear. It is my understanding of the bill that there is no provision for

" Federal aid as Federal aid, out of the Federal Treasury, by reason of
Federal tax-raised money, except as it is included in the money which
is raised bwhis 3 percent tax.

Senator WaGNER, Noj; there isn’t. You see, we keep 10 percent of
that, and 98 percent of that 10 Ke;cent we are giving back to the
States for the administration of their unemployment-insurance laws.

Senator Brack. I want to get clear on each one of these points as
we go along

Senator WaGNER, Yes,

Senator BLack. That unemployment insurance does not provide
for Federal aid as we understand the term “Federal aid” in laws
heretofore enacted?

Senator WAGNER. Exce& for administration costs.

Senator Brack. Yes. d that is limited to the 10 percent of the
fund raised by the 3 percent of the tax.

Senator WaaNER. That is right.

Senator BrLAck. So that insofer as the effect upon the maladjust-
ment of incomes is concerned, the unemployment insurance cannot be
said to touch it, can it?

Senator WaAaGNER. Unless you say that requiring the employers
alone to contribute into the fund may effect the distribution. Of
course, I have other ideas to effect the matter of distribution.

Senator Brack. Yes; I understand. ) )

Senator WaoNER. I am coming along with my labor dispute bill,

Senator BLack. Yes. Let us talk now about unemployment
insurance. Say that we have a system in which the momey was
wholly raised, so far as the Federal Government is concerned, by
taxing the employers. Now, is there any difference that you can see,
insofar as the ultimate effect of that tax is concerned, between that

.ki‘;.ld of tax and & manufacturers’ sales tax, as to who eventually pays
1t e
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Senator WAGNER. Oh, yes; a very vast difference. Lo e |
S.e;m?tm Brack. Would not it necessarily enter into the price of the
article i

Senator WaaNER. It may, but some of it will have to be absorbed
by the emgloyer. Besides, if workers are in a position to demand
their fair share of the profits of industry, they will adjust that figure,

Senator Brack. I fully agree with that, but I want to go further
on some other line, .

Senator WAGNER. I think we are going to do that,

Senator BLack. As I see it, I could not see where there was any
difference between the manufacturers’ sales tax that imposes a tax
on the manufacturer and the tax that is placed on the employer
through the enactment of this bill, which also imposes a tax on the
manulacturer. .

Senator WAGNER. That has not been the experience of other
countries, Senator.

Senaut‘(?)r Warsna, Isn’t the employer’s tax simply a tax on his
pay rol

nator WAGNER, Yes,

Senator WaLsH. While the sales tax is a tax upon the finished
product, including the cost of the raw material, the cost of production.

Senator Brack. It has the ultimate effect of increasing the cost to
the ultimate consumer. )

Senator WAaNER. It is not a significant factor, as that small tax
upon the pay rolls is a_very small part of the cost of production.

Senator Brack. So if we favor the idea of a Federal subsidy, be-
lieving that it is necessary by reason of the concentration of the
products of labor and capital, and favor the idea of having this more
uniformly raised throughout the country, it would be necessary to
change the bill, would it not?

Senator WaagNER. Yes.

Senator BrLack. Insofar as & direct Federal subsidy is concerned,
from the Federal Treasury.

Senator WaaNER. Yes.

. Senator Brack. Now, may I ask with reference to the old-age pen-
sions, As I understand it, it is ultimately intended that in the main
that fund shall likewise be raised by contributions from the employer
and the employee? . ) )

.Senator Waaner. Ultimately, but probably until 1980, and begin-
ning with 1965, the Federal Government will begin to make a contri-
bution to that fund, for the reason that from now until then the older
or middle-aged workers who join that fund will get more than an
earned annuity. It is only fair that those men in middle age should
not suffer because they have been neglected so long. It is estimated
that those who begin payments in 1957 will get only what their
annuity will amount to. But for a period of time the Government
makes a very substantial contribution.

Senator Brack. It is $125,090,000 the second year.

Senator WaaNER. No, no; we ere talking about different things
now, ‘

Senator Brack. Old-sge pensions we are talking about now.

Senator WAoNER. You are talking about the matching proposition.
I thought you were talking about the compulsory proposition.

Senator Buack. Yes.
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Senator WaaNEr. We have two plans. We have the old-age
pension, which is to take care of those who have now reached the age
of 65, or who will within the next 5 years reach the age of 65, and who
are destitute. In those cases we aid the States by matching them up
to $156. Then we have a compulsory contributory insurance system
by which the worker and the employer contribute a certain percentage
into a fund, and all those who are below 60 in 1837 may join. Now,
if those who are 59 in 1937 join they retire in 1943, and the amount of
their contribution would give them practically nothin , maybe a dollar
or two dollars a month. In order to make up the difference between
what such workers receive_and what they contribute, the Federal
Government contributes. But the Federal Government does not
begin to contribute at once, because the younger people for a period
of time will pay in enough to take care of the pensioners as they arrive
at the 858 of 65. But the time will come when the Federal Govern-
ment will give very substantial sums, over a billion dollars for some

ears.

Senator WWarsu. Per year?

Senator WaGNER. Per year.

Senator WarsH. I heard it stated that the sum that will have to be
finally accumulated to pay the annuities in 1957 will amount to
$55,000,000 a year.

Senator \WWagNER. It may amount to that, but that is not, it seems
to me, the important thing.

Senator WaLsa. Itisimportant forus to know what theinvestment
is going to be. It is important to know how that fund is going to be
invested. .

Senator WAGNER. The Federal Government, through the Secretary
of the Treasury, has control and management over that.

Sénator WaLsH, I mean whether or not our Government bonds
will have securities enough, whether there will be securities enough
in the country to protect a fund of that size. That is important.

Senator WaoNER. We do not make any contributions until about
1965. This also is & question for the committee to decide, whether
you want to take care of the people in middle age who have had no
chance yet to care for themselves. We have got to take care of them
one way or another. If you do not take care of them out of this fund,
you are going to have to take care of them under the other system.

Senator BLack. May I ask you something that I wanted to ask
you a while ago? In regards to the $15 you said it is the intention
although it has been pointed out if all the pensioners should be place
gﬁlthe list, matching the amount, it is your understanding that this

Senator WaexNer. Mind you, we are talking about people that
have reached the age of 65, or who will, within the next 4 years, reach
the age of 65. Wo are talking about no onc else. ,

Senator Brack. Yes. o , .

Senator WaGNeR. There is a surli;}-xsingly large number of those,
over three and a half million, in the United States, who.are absolutely
destitute, and some of whom have dependents. .

Senator Brack, What I want to krow is, this $50,000,000 contri-
bution from the Government, is it your idea that if this appropriation
which is made is not sufficient for the Federal Government to match
ito 50;50, that the appropriation shall be made sufficient to match it
50-507
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Senator WAGNER. Absolutely.

Senator BLaok. So_that irrespective of the question that Senator
Hastings asked, the bill which is contemplated, and the plan con-
templates that the States that award this pension shall have allotted
to them $15 to aid them in paying it?

Senator WAGNER. Exactly. And, Senator, up to the present
time there has been such a laxity on the part of the States that toda;
they s(f)end only $40,000,000 per year for that purpose. As
pointed out, some of the States give only $9 per person, and some
ﬁive nothing. You know that there are only 28 States that have any

ind of pension laws, and they are inadequate.

Senator Brack. In order to give them the proper incentive, of
course, it is necessary for them to know that they will have their
funds matched to the extent of something,

Senator WaaNeR. I think Congress will respond to the extent that
the State makes provision for these old people. I am sure that for
these people the Federal Government will match the contributions
that the States make.

Senator Buack. Now,on thesecond part of the plan, with reference
to the old-age contributory system, is it contemplated, when this
goes into effect, the contribution shall make the total %%yment. or
that the Federal Government, through its tex-raising ability, shall
grant a subsidy to aid in it?

Senator WaoNER, That ig what I tried to explain, That does not
come right away, but it will have to come eventually. While the
Government assumes the obligation each year to make up the differ-
ence between what the older men get and what they have paid in,
the Government will begin paying into the fund only when necessary
to maintain its reserves. That will be about in 1965,

Ooge&%tor Brack. And I think you said in 1980 it will reach $1,800,-
,000.

Senator WaGNER, Yes, .

Senator BLack. And eventually it will be between 3 and 4 billion,
and that will be in the nature of a Federal subsidy.

Senator WaanEeR. Absolutely, or contribution. If you want to say
subsidy, it is all right, but I prefer the word * contribution.”

Senator BLack. Either one. That is insofar as old-age pensions
are concerned, as distinguished from unemployment insurance. This
is on the old-age pension plan, which contemplates Government
assistance, ]

. Senator WWAaNER. That is 50, but there is coming a time when the
Government will not need to make any contributions to the old-age
fund. Those who join the system after 1957 will earn the annuity
that they secure. . .-

Senator BLack. Then so far as that is concerned, if one believes in
the principle that those who earn what is called & “surplus” income
more than enough to bu¥ the consumable goods which are essent_iaf
for reasonably comfortable circumstances, that the only way to raise
that would be by some other method other than the 3 percent of the
9{nplo erg, the contribution from the employers and employees, would
it not

Senator WaaNer. The 3 percent for unemployment insurance?

Senator Brack. I am speaking of both of them, as far as both of
them are concerned, as far as the tax-raising feature is concerned.
That is one of the vital features in the bill.

116807—35—3
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Senator WaaNER, Senator, may I say this: There is nothing to
revent the States, in order to have more liberal periods of payment
or unemployment, to make a contribution itself?

Senator Brack. That is true.

Senator WaaNER. England does, and so ‘does Germany.

Senator BLack, Of course, we are familiar with the fact that in our
economic system it is not always necessarily the locality that produces
the most .wealth that is the most wealthy. It may be produced in
cities in some States, like some of them in the State of Arizona, and
some of them are not exceedingly wealthy.

Senator WaGNER. Yes.

Senator Brack. So if we apply a uniform taxation system upon
the wealth that is produced, it is not posgible for us to recognize the
county lines or the State lines, so far as fair and uniform taxation is
concerned for the Nation.

Senator WAGNER. Yes; well, we do not recognize them, you know,
in our power to tax.

Senator BLack. If we adopt an unemployment-insurance system
that limits each State to the terms within its own State that would
ignore the theory, if it be a theory, and I think it is a fact, that it is
not always the State that produces the most that has the most
ability to p‘%y.

Senator WaoNER. Of course, I have a different method of securing
the distribution, a better distribution of wealth.

Senator Brack. I am with you on the other, too.

Senator WAGNER. Yes,

Senator BLack. At the same time there can come this feeling of
paying everything to the local communities, or attempting to impose
more on the local communities than they can bear, and that must be
met with the economic fact that it is not always the local community,
the local community does not always have the ability to bear it, even
though the people may work harder.

Senator WaanNER. 1 do not think we have reached the point where
we can say that unemployment insurance should follow the same
standard in every section of the country.

Senator Brack. I agree with that, .

Senator WavLsk. In other words, all the wealth in the world is not
created by the people in New York. .

Senator BLack. That is correct. That same thing might be true
in many localities. .

Senator WaLsH. Probably Alabama is producing some of the
wealth of New York.

Senator Brack. Or some of it mi%ht come from Massachusetts.

Senator WaaNer. I am used to that sort of thing. We make our
contribution. Qur State stands as high, if not higher, than any other
State in the Union, so far as social welfare and protective legislation
is concerned. )

Senator Brack. I think the Senator is absolutely correct.

Senator HasTings, Senator Wagner, there is one provision in here
as I recollect it, which provides that this tax paid by the wage earuer,
accumulated with interest maybe over years and before he reaches
65, if he dies, shall be returned to his estate.

Senator Waanzs, To his dependents. .

Senator HasTinas, Itisnot true,isit, that it depends upon whether
he has dependents? It goes to his estate. -

e
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Senator WaGNER. It goes to whomever is entitled to it.

Senator HasTines. Whomever is entitled to it?

Senator WAGNER. Yes,

Senator Hastings. It seemed to me that it would be a little easier
for this man to pay that if he knew that that contributed by his
emploXer at the same time was constituted a part of the fund, and
not only that which he contributed, but that which his employer con-
tributed to take care of him during that time was added to it and all
of it returned; in other words, instead of returning to him 50 percent
of that which has been accumulated for his benefit, why don't you
return all of it to him?

Senator WaGNER. It is all returned.

Senator Hastings. I am wondering whether or not that has been
given any consideration.
¢ Ssnator WaanEer. We have followed the usual provisions of pension

unds.

Senator Hastings. Is that the answer to it, that it follows the
usual provision?

Senator WAGNER. I never want to appear to have an inflexible
mind on this subject. Iknow the ability of the members of this body,
and it is ultimately what the committee does that controls.

Senator Hastinas. There is going to be a great deal of complaint
regardless of how small an amount it is, although it may be only one-
half of 1 lpercent, and it seems to me that you would relieve that a
great deal if you could assure all parties——

Senator WAGNER (interrupting). How small what amount is?

Senator Hastings. The tax which the wage earner has to pay.
And it seems to me that you would relieve him a great deal if you
could assure him that not only that—— .

Senator WaceNER (interposing). Do you think the wage earner
wants to pay a higher tax?

Senator Hastings. No.

Senator WaaNer. Do you think he ought to be compelled to pay a
higher tax? . .

Senator Hastings. No; not at all. I say he will complain about it
regardless of how small it is, he will complain about having to pay it,
and it seemed to me his mind would be relieved somewhat if he were
assured that he is not only to get what he has paid in but what his
employer has paid in for him, at the age of 65, and that his family
were going to get 100 percent of it in case he dies,

Senator WaaxER. He gets whatever is paid in in his behalf,

- Senator Hastings. I do not think so.

Senator WaaNeEr, What the employer pays, he pays on behalf of
the worker.

The CuatrMaN. I would like to ask that the transcript of the hear-
ings be finished as soon as possible so that the committee can keep
up with these hearings day by dﬁf ; therefore, Mr. Reporter, please
got these transcripts out as quickly as possxbie and do not wait on
anyone to read them. .

Ve will now adjourn until 10 o’clock in the morning.

Senator LoNeraaN. Vill Senator Wagner return tomorrow?

Senator WaaoNEeR. If ’;ou want me to.

Senator LoNERGAN. This will take just a moment, Have these
proposals been worked out by experienced insurance actuaries?

Senator WAGNER. Yes.
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Senator LoNERGAN. And approved? They recommend what is
proposed here?

Senator WAGNER. Yes; depending upon what our objective is,
Senator. If IZiou want from the very beﬁtnning to make an insurance
system by which no worker gets more than he earns, then of course
you would have to have an entirely different set of ﬁgures, and you
would have to have this system apply only to the very young people.
Men in middle age who have been neglected all this time, of course,
could not in the short period left to them make the contribution
necessary to earn an annuity sufficient to keep them. In those cases
we are paying more than the annuity earns, and it is a question
whether the young worker who just joined ought to pay that difference
or whether the Government should. The bill provides that the
Government pay that difference. . -

Senator LONERGAN. One more question. How are the funds
maintained in the other countries, by this system?

Senator WaeNER. Under government supervision.

Senator LoNERGAN. Contribution?

Senator WaGNER. What are you speaking of?

Senator LoNEraAN. How is the fund maintained?

Senator WaaNer. Under government supervision.

Senator WarsHu, How is it raised?

Senator LoNERGAN. From what source does the money come?

Senator WAGNER. Are you speaking of old-age pensions or unem-
ployment insurance? There is a difference, you know?

Senator LoNERGAN. We will take each one.

Senator WaAGNER, In England, in the case of unemployment
insurance, I am certain that the employer pays one-third, the employee
one-third, and the Government one-third. In Germany only the
employer and the employee contribute, but there have been times
when the Government has had to contribute because of an extended
depression.

he CralRMAN, I m&]\ly say to you, Senator, that there will be some
other witnesses who will go into detail in reference to that. .

Senator WaLsSH. You say there are 28 States that have some form
of old-age pension?

Senator WaaNer., Yes,

Senator WarLsa. What is the age?

hSenaﬁtor WaaNEeR. In most of them the age is 70 and in some of
them, 65.

Senator Warsa. How many ere under 70?7

Senator WaaNER, Very few. I will put that into the record. :

Senator WarLsn. Your thought in making it 65 is to induce States
having 70 to make it 65? .

Senator WaAGNER., Yes. And we give them until 1940 to do that.

Senator WarLsn. You will put into the record the various ages in
the various States? (See supplement to Report to the President of
the Committee on Economic Security in Mr, Witte’s testimony.)

Senator WAGNER. Yes; I will.

The CuairMaN. The committee will meet at 10 o’clock tomorrow
morning,

(The message of President Roosevelt submitting report recom-
mending legislation on economic security was ordered printed in the
record, seo pp. 1303-1354.) L .
(Whereupon, at 12:15 p. m., adjourned until 10 a. m. the following

day.)



ECONOMIC SECURITY ACT

WEDNESDAY, JANUARY 28, 1085

UNITED STATES SENATE,
CoumiTTEE ON FINANCE
Washington, D. c.
urnment, at 10 a. m,, in the

The committee met, pursuant to adjo
? uiiding, Senator Pat

Finance Committee Room, Senete=@
Harrison, Chairman, preg

an), King, B¥xkley, Connally,
/ lack, Gerry, G%
Appar.

Mr. Witte, /
will show it

%o!lege—}[f :
ongress {o
Then I wad
Industrial R
trial Commis3
chief of the Lokislative Re
I have been colNected also

1920,

Immediately befole,
unemployment compenddign act of Wisconsin,
ment compensation act in tENe0URLITpwss

I have been with the committee since its organization in the
summer, and I am, as stated, its executive director. .
) The n;mu.m. And you were consulted in the drafting of this

ation o
r, Wirre. Certainly. .

The CraIrRMAN. You know the inside of it pretty well and were in
all of the conferences that led up to it?

Mr. Wirre. Yes, sir.

The Caairman. I wish you would take the bill and in your own
way make an explanation of it, Mr. Witte. Imay say, for the benefit
of the committes, that Miss Perlins was scheduled to be here this
morning, but she did not quite finish her testimony before the House
Ways and Means Committee. She will not be there long this morning
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and will be here presently, and when Miss Perkins comes we will ask
Mr. Witte to desist and the committee will hear Miss Perkins.

You may proceed in your own way, Mr. Witte.

Mr. Wirre. This bill, as undoubtedly has been explained to you, is
the outgrowth of the President’s message of June 8, and as stated in
the President’s message transmitting the report of the Committee on
Economic Security the bill concerns itself with four major subjects:
unemployment compensation, old-age security, security for children,
and provisions for the extension of public-health services. On a fifth
subject in which the Committee has been interested, health insurance
it at this time makes no report. It will probably make a supplemontaf
report at a later date. It 1s engaged in that study in cooperation with
committees from the medical and related professions.

This bill is concerned with economic security, but does not repre-
sent all of the administration’s program on economic security, but
should be regarded as a companion measure to the public-works
resolution now pending in the House. The Committee on Economic
Security in its recommendations places first the matter of employment
assurance, stressing that the most. imPortant safeguard agoinst the
major hazard lies in the stimulation of private employment and the
provision of public employment when private emp!>yment is not
available; in other words, the work program is a part of the economic
security program. This bill deals with parts of the economic security
program other than the work program.

By way of introduction, I would like to say, further, that the pur-
pose of our committee is to be helpful to you. Qur thought is to
present the problem to you and the conclusions we have reached, not
as necessarily final conclusions, but to explain why we reached these
conclusions and to discuss other possible alternatives. Qur sole
motive is to give you the entire picture, and we will be glad to assist
in any way and in any manner that we can. .

With that, I want to pass to the first subject dealt with in the bill,
which is old- Ige security. Old-a%e security is dealt with in title I,
alsoin title IT1, title IV, and title V, but before going into the detailed
provisions of the bill, I would like to present the factual background
of this proposed legislation. There are at this time somewhere in
excess of 7,000,000 people over 65 years of age, the last census dis-
closed 6,600,000. This is 6 years later, and the number is now well
in excess of 7,000,000. There are over 4,000,000 over 70 years of age.
There are an estimated 11,500,000 people over 60 years of age.

Senator CoNNaLLY. Are you speaking now of both sexes?

Mr. Witte. Bothsexes. There areslightly more women than men.

Senator GErry. How many of those do you figure are unemployed?

Mr. Wirre, We have tables on that. ‘' Gainfully occupied”, as this
term is used in the census, is the nearest data we can give you. Of
those who were 60 and over in 1930, 4,100,000 were gainfully occupied.
The majority, the largest number of them were farmers, and 1,000,000
were reported in manufacturing industries. ‘“Gainfully occupied”
does not mean employed. It means both the employees, the self-
emgoyed, and the proprietors.

nator GERRY. Thatis, over60? . .

Mr. Wirte. Over 60. Over 65, 2,200,000 were still gainfully

occupied. Over 70, not quite 1,000,000.
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Senator GErrY. Then you have not sny figures as to how many
over 65 were unemployed?

Mr. Wirre. Unemployed?

Senator GErRRrY. Yes; unemployed or unable to earn a living or
receiving aid.

Mr. Witte. Yes; I have that. I will come to that in a moment,
Senator, if I may.

Sengzbor CosTIGAN. Are the figures you have used derived from the
census

Mr. WirTe. Yes; that is, gainfully occupied. 1 thought that is
what the question related to.

The CuairMAN. What do you mean by ‘“gainfully occupied”’?

Mr. Wirte. That is a census classification. It means people who
are working for a financial return, the people that work for them-
selves or for others. It includes f,armers, all the business men, the
professional people——everybod%r who works for a monetary considera-
tion. It does not include the housewives,

Senator ConNALLY. As of what date would that be?

Mr. Wirte. The census of 1930.

Senator CoNNALLY. Are those figures reliable as of this date?

Mr. Witre. I think approximately so. The term “gainfully
occupied” has no reference to whether they were actually working
at that time. This is the question which the census taker asks,
““What are you doing?”’, and a man who was not working at that time
still answered, “I am a machinist”’, and he was put down as “‘gain-
fully occupied”, or he answered, ‘I am a carpenter”, although he
might have been out of work. “Gainfully occupied” includes all of
the people who thought of themselves as still being in the employment
picture. : .

In that connection, Mr. Chairman, and members of the Committee,
I would like to submit——

Senator Gore (interposing). Those who regard themselves as
employed, whether thely were employed or not—that sort of a picture
does not seem to be related to reality, does it?

Mr. Wirre. It is the best picture we have of how many farmers
there are, for instance, how many carpenters there are in this country,
and so forth.

The CuamrManN. Have you other data there showing the unem-
ployed over the age of 657

Mr. Wirte. 1 can get you that data on unemployed. Ihave data
showing the number of people that were on relief over 65, in need of
support at this time. .

6 CrairMAN. To clarify it in my own mind, you said there were
how many in this country over 65 years of age?

Mr. Wirre. Over 7,000,000.

The CrairMAN. And that in the census of 1930, which showed that
tl_le‘xi'?? were somewhat more than 4,000,000 who were gainfully occu-
pie :

Mr. Wirre. Yes.

The CuairmaN. That would show there were 3,000,000 that were
not gainfully occupied?

. WitTe. Yes. At that age. -

Senator Gore. I thought you said a little over 2,000,000 gainfully

occupied, over 65? s
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Mr, Wirte. Yes. I wish to correct myself on that point. Among
those over 60, there were 4,000,000 that were gainfully occupied.

The CHAIRMAN, Let us get the figures for those at 65.

. Mr. Wirre. At 65 there are over 7,000,000 peopls at the present
time, and according to the census of 1930 there were 2,200,000 who
were still “‘gainfully occupied.”

Senator Gurrey. How many over 65 are on the relief rolls?

Mr. WirTe, Approximate?' 700,000 at this stage.

Senator ConNaALLY. Would that classification include people over
65 who are not occupied at all but who do have an income from
previous occupations?

Mr. Wirte. No. It is this question of “What is your occupa-
tion?’’ which the census taker asks everybody. )

Senator BLack., As a matter of fact, we have not now and never
have had thoroughly reliable statistics on those employed and those
unemployed, have we?

Mr. Wirre. No, sir.

Senator CosTigaNn, Or of those who are employed part time?

Mr. Wirre. No, sir.

Senator CostiaaN. The figures you have given are the nearest and
latest approach to any information which we have on that subject?

Mr. Wirre. On the subject of how many people were ‘“‘gainfully
occupied”, using that census term. .

Senator Brack. Is the committee making any recommendations
to attempt to obtain information which is authentic and reliable?

Mr. Wirte. Unemployment compensation will give statistics for
the first time on the extent of unemployment. e have never at-
tempted except in the census of 1930, to measure unemployment
directly. We have measured only employment. We have had
reports to the United States Bureau of Labor Statistics on a voluntary
basis by a large number of employers, from which the Bureau of
Lebor Statistics for many years has made estimates of the number
cf people that were at work, but as to the reverse, the number of
people out of work, we have no nations] statistics at the present
time.

Senator GERRY. Then you are basing your estimates now on 700,000
that are unemployed over 65 years of age, is that right?,

Mr. Wirre. Not unemployed.

Senator GERRY. On relief?

Mr. Wirre. I want to %o into the relief figures if I may, in a
moment. Mr. Chairman, I would like to submit if I may, this sup-
plement to the report of the committes on economic security which
contains 19 factual tables presenting the facts on which this report is
based, statistical information, which I would like to submit if it
pleases the committee as a supplement to my testimony.

The CrAIRMAN. Yes; you may.

Senator HasTinGs. Is that in print?

Mr. WitTE. Yes, sir; it is appearing in print. These are advance
copies. I think we can distribute copies before the morning is over,
to sll of you, .

The CuatrMaN. This is not a document which has been printed
by Congress?

Mr. Wrrre. No.

The CramruMan, It is gotten out by some bureau?
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Mr. WitTe. Itis gotten out by us. It consists of statistical tables
that will give you the facts on the problems dealt with in this bill
irlllcltlxding what laws are in operation elsewhere, and an analysis o
the laws.

Senator GERRY. In order to make it easier of reference, will you
put the name of the bureau into the record?

Mr. Wirre. It is from the Committes on Economic Security, and
it is a supplement to its report.

Senator Hastings. May I see it if you do not need it in your
testlmo‘v?

Mr. Wirre. Certainly you may, Senator. .

The CHaimaN. You have other copies which will be available?

Mr. Wirre. Yes.

The CrairMAN. When will they be available? .

Mr. Wirre. They will be here, I think, in & very few minutes.
gléiis is an advance copy which I have just received from the Printing

ce.

The CuairMaN, Very well,

(The document referred to is as follows:)
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TABLES

{Table 1 printed (n Report proper)
A. UNEMPLOYMENT RELIEF:
2. Faén‘ilég: and persons recelving emergency rellef, continental United

3. Casos receiving emergenocy rellef, direct work, special {)ro Tams,

4. Obligations incurred for emergency relief from all public funds, by source
of funds, January 1033 through November 1934, by months and by
quarters.

B. UNEMPLOYMENT AND UNEMPLOYMENT COMPENSATION Laws:

5. Estimate of unemployment in employments which could be covered by
unemployment-insurance plans.

6. States arrayed by average percentage of nonagricultural unemployment
April 1930; 1033 average; and 1930-33 average.

7. Countries In which compulsory unemployment {nsurance laws have been
enacted and number of workers covered in each.

8. Countries in which voluntary unemployment insurance laws have been
enacted and number of workers covered in each.

9. General provisions of oom{)u)sory unemployment insurance laws.

10. Ge]neral provisions of voluntary subsidized unemployment insurance
aws.

C. Ak DISTRIBUTION AND OLD-AGE PENsION Lawa:

11. Number of older fersons gainfully occupied by age and occupation for
United States, 1930.

12. Age distribution of United States population by urban and rural for
1620 and 1930.

13. Actual and estimated number %fogersons aged 65 and over compared
to total population, 1860 to 2000.

14. Operation of old-age pension laws of the United States, 1034.

15. Principal features of the old-age ?enslon laws of the Unfted States.
16. Ol‘llba:s%e insurance and pension legistation in foreign countries through

1

0,

-~

. Principal provisions of foreign noncontributory old-age pension laws
through 1033.
D, SzcurITY ¥OR CHILDREN:
18. Estimated number of familles and children receiving mothers’ ald and
estimated expenditures for this purpose.
19. Funds for State maternal and child health work.
E. MISCELLANEOVS:
20. Goneral economic statistics.
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TasLE 2.—Families and persons rmgvi?g emergency relief, conlinental United
tales

Resident Iaxennlcl'es, au‘?e fersgns ref:l’ving reliel under the
a) r8lief a0
1 special programs Number
ol‘ trltn-
Moaths Total Percent | S:€D'8
Single | familio Total of totel [Feceiviog
Farullles | torins |endsinzle| persons populs- | Telief!
persons ticnt
113,820,000 (0] ('; 0 0
4,140,000 ?) (" ) 0
.§1 4,560,000 ) (", ‘; ‘ ‘;
4,475,322 ) ( 4 ¢ )
4,252,443 (‘; ] <) g 9
i ol U 0] ;22 )
3,451,874 12 455,000 3, QUA 8741 118, 000 [V
3,351,810 |1412,(00 | 3,763,810} 115,077,000 1)
2,654,075 |2403,007 1 3,387,075 | 113333000
3,010,518 |31434,00) | 3,446,516} 113,618,000
3,365 114 § 451,318 | 3623, 423] 15,050,488
2,631,020 § 433,43 3,009, 431 11, 664, 80 (
2,456,274 | 450,459 1 2,092,743 11,085, 598 L (9]
2,590,975 | 532,036 | 3,132,011 11,627,415 9 124, 8
3,070,835 | 563,138 § 3,653.9% 13, 494, 82 1 145,119
647,235 | 50,007 | 4,437,242 16, 840, 359 1 184, 4
3,815,021 617,735 4,433,601 17, 228, 453 174,138
3,757,971 | 350,503 | 4.3i7,473] 1683324 187,
3 857,047 | 542,362 4,400,409 17,301,734 103,081
4,052,6081 50,877 | 4,629,482 18,187,183 206,173
4,000, 7 655, 21 4,752,940 18,410, 334 21,74
October. . 34,106,681 | 720,883 {14,827,531 | 418,450,587 235,758
November 750,000 { 4,975,000 18, 909, 000

1 T.ased on 1830 Census of Population,

2 Middle of month ficures, excluding local bomeless which aze included under general relie! program.
1 Partially estimated.

$ Not availadle.

s Partially estimated to cover the rural rehabilitation program on which reports are not yet complele.
s Preliminary, .

Bource: Division of Research, Statistics, and Finance, Federal Emergency Relief Administration.

TABLE 3.—Cases ! receiving emergency relief—direct, work, special programs

General relief
Specisl
13 ota:‘d Work pro-| Direct [tpl‘l’:‘rs 1
Total grams | reliefonly
4,437,242 437,242 1,176,813 | 3,200,424
4,433, 681 t!ﬁ. 187] L3N UE| 2,976,973 IR (Y]
4,317,473 4,237,425 | 1,472,783 | 2,789,672 80,045
§,400,4001 4,383,105 1,720,203 | 2,644,900 41,214
6,629,482 4,882,434 1,922,029 2,600,408 47,048
4,752,940 4,619,4981 1,930,723 | 2,643,763 133,444
4,827,534 | 4,654,4021 1,908,167 | 265, 233 173,133
November 4,975,000 4785000] 3,150,000 | 3, 835000 190,

1 Cases include each family or single person o rellef, not counting transient single Persons.

1 Rural rehabilitation program, emergency education prﬁsmm. student aid; excludes transients.

: gnsﬁa ?lded under special programs fo April were included in the general relief program.
reliminary.

Sourca: Division of Research, Statistics, and Finance, Federal E Relisf Administration.




ECONOMIC SECURITY ACT 4]

TasrLe 4.—O0bligations incurred for emergency relief from all Lubllc Junds by source
of funds, January 1933 through November 1934, by months and by quarlers?

Obligations incurred for emergency relisf

Federal funds State funds Local funds
Total Pei Per- Py
re or
Amount cent] Amount ol Amount ceat

0,827,100 £ 31,178,001 480 5131 $8,608, 140 $20, 763,870,601 341
s D W, & ol Benned B8 Tasanod i
81,08 631.¢1]  £1,38220.07 .7 523 &4 Daona) a4
20,408,2i8.79] 122,380,457, 41] 88.4] 20,00,050.480 9.6, 64,995,608.92 8.0

oosmel 3omsd @l gimemio 12 10t 1s M
RUSNE RN By Boram i IREEE 00
eax 2008 257487 64| soseLsy 121 1571668027 A8

210,126,245 4 138,701, 140.47] 6500 21,238,008 700 10.1] £2,918,208.77} 249
0,155,873 87]  37.452,38.17) & 7,878,554. 71 126 18,008,990, 99)
01,470, 498 27} 39.7;?’5&‘ o 8:1‘22:%6. e
30,346,338 14 36.260,158.33) 61
180,972,708 38| 113, 883, 347. 77

€2
40-“&863.)6 (>3
5.

81
43 12,062,370 21.1
13,003,934, 187 13,060,195.1 20.2

3
7
1
8] 27,306, 778.80) 18.1] 40,022,580 81) 221
3
7
1

10,188,798, 187) 14,288,764

64,558, 91342 210
0.510,506.27] 39, V8,429.1 18,633,768 17] 388 u.sso,uun 1.8
84,526, 330.7 'n.mmcs 091 187383314 32 100024180 17,7
192,225,758.08 107,960, 837.71] 54.2] 47,580,354 81 " 36,600,525, 54) 19.1
792,763,077.67]  450,601,753.380 00.¢] 116,257,228, 77] 14.7) 195,004, 018,84 247
53,350,834.01] 29,068,738, 81| 34.0 u.m.moou 2.9 ‘181
svocs.mco 26,462,858 1] 489] 21,832729.86] 32.¢/ o.mm.u 182
09,794,500 92) |, 32820308 54] 45 ¢ 25618 747.44) 387 11,608 60.84] 167
181,343,819, 83,000,900 48] 488 63,872,937.00 38.1] 20,719,022.07] 184
113,134, 288 14 , 851 48] 72.7 n.m.mn 166 13,102,750 400 107
e 9:'.:41.145.12 Lo 12647, 639 9. x:‘.sg',mﬁ 183
125198, 640.88] 92,084 137.08 TR 15,777,60231] Q4] 21,897,110.8) 17.0
37,588, 707.9¢ 271,124,833, 63] T38| u.woosml SL4| 54,303,808.39 148
130.053, 215 11] o5, 146 2353 €8] 726 n.oel L ﬂﬁao 92,744,985, 20 17.4
09,424, 855.07] 113308 871,800 788 122885278 82 238%9,10062 180
4%, 227, 648 44| 103,559,188 27] 158 u.meu.u 80 232204008 1832

Third Quare .

.| ame0s.e10.6] 317,014,048 78 4.5 36695,438.100 87| 69,80,130.77 188

October 1. 156,747,807.63  121,049,841.00 17.8] 13,950 8.9 20,847,408 400 183
3 ng‘.ﬁmomoo 120, 430,000. 00 60 7 J&enmg 8 m.m'ooaagl 181

Total, 19341....[1,302,063,041.02 | 937,569, 711.84] 72 0] 164,956,000, 58] 12 8 197,477,328 15.2

Total, 23
monthst.... 2.091.76&00&09‘ 1,418,171, 495. 201 87.7] m.m.mni 13 8 m.asx.m.ul 188

1 Ipcludes obligations fncurred for relief extended under the xenua) reliel oaun nndu special
pcoclﬁlms. and fo‘r :dmlnblrauon beginning Apeil 1634 these ‘g‘i\n w materials,
ples dod squlpment, rentels f squipment (fuch astesm tod (it m" "‘”:'s’:'m"
em uxpeuso ncigent to wor .I 23
P’ufgh y(} W. A., of which ;swooowowuuusvmmm Federa) mdundam.ooo. utndlood
¥ ireak-down partially estimated.
§ Preliminary.

Bource: Divislon of Research, Statistics, snd Finance, Federal Em ¥y Reliet Administration, Jan.
7, 1535, Tabdle based on reports from State and Jocal relief ldm!nhunt}o‘m ’
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TasLs 8.—Estimale of unemployment in employments which are customaril
,ed by uplnoemploymmi-mﬁ‘zn« plans v

Estimated

Bource: Estl of the C on E o Security. It shounld be noted that thass unemgloy-
Comomarty covieed by o oy eat 1AReADcs plans, sod that ey g Bof Tepresers the Opempl

y cov om 0 o nt the unemploy-

fot the saire woeklag V.L"" Tt Woss 108 A1 palnfal workers, eceuse

for all &nm
tbolr‘ddan« of unemploymeat barne by the group o0 1s greatsr than for wotking popalation
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Tanrx 6.—States arrayed by average percentage of nonagricultyral unemployment—Aprid 1930; 1938 average; and 1980-33 Goerage

Aprfl 1930 1933 averags 1930-33 averago
phﬂ:l“ Ratio to Pnlnh'ild Ratio to P:l‘:?:lor Ratio to
State workers | avernge of State workers | average of Stato workers | average of
unem- | all States unam- | all States unem- | all States
ployed ployed ployed
Percent Pereent

PV .t —— as 100.0 All States.eeneonceannene Rn2 28 100.0
L MIcMMEAD ... .ccomrannnncnnase! .9 1.8 | MIchiga. . . covemavronnceomanas| 459 u3 1329
2 Rbode P — 1.2 13L8 | P 40.2 2.6 147
3 10.7 1289 A 30.2 2.8 11L6
A& IBI0OW. c e cvesrasnsanssananasas 10.3 1212 | NOW JOrsey.ceauueecememanananesl B8 b- ¥ 110. 1
- 0 U —— 10.1 8.8 | Ari B 383 109.7
6. Nevada .3 1183 | New Movico. o 13 =0 108.3
25 1118 | New York. ... 381 27.3 107.9
1 X3 110.6 | R 3.6 .8 107.9
2.0 103.9 A, 3.6 2.7 107.4
89 1067 B4 2.1 105.0
[X] 104.7 | Minola, 87 2.0 1007
3.3 103.5 5.4 29 1043
&7 102.4 | C 383 2.6 103.1
3.0 L2 | M us 2.4 102.3
86 10L2 | Utah U3 23 10L6
85 100.0 | Wy B9 =7 0.6
.3 100.0 4 xne 2.2
84 8.8 | Obilo. 2.2 25.1 7.3
32 96.8 | C 4 LY 2.4 .6
82 96.5 | Texas. 3Le 21.2 a8
80 o4.1 | Missourl L5 4.2 0.8
7.9 929 { Iowa, Lo 3.4 | OKIADOMA. .. ...ocasicncnnsnsacnn U3 R.8
7.9 ne|v 09 Q1)L 241 9.4
7.8 oL8 | Wi 0.7 (¥ n1 o4
.3 L8| L 06 92.3 | Callfornia. ..ceerconmanncennananal %0 X

IOV ALIgNDA8 OINONOJOA

134



TasLx 6.—Slates arrayed by average percentage of nonagricultu: al unemploymar.t— April 1950; 1958 average; and 1980-83 average—Contd.

-
April 180 1033 average 1950-33 averngo
Percent of ‘| Percent of
gainfa} Ratio to gainful Ratio to
State workers State a\crage of workers | average of
unem- ull States uneni- all States
poyed ployed
Percent Pereent Percent
28 WisooD&In. oo eeeeeeeen 7.8 L8 30.3 9.3 239 n.e
27. Missouri. .7 90.6 0.2 vi.0 28 "o
28. ! 7.7 0.6 20.4 e 4 90.7
2v, Idabo....... OO —— 1.6 50.4 £9.4 BA. 6 B4 90.7
30. West Virginia. . ceuerecancconed| 7.4 8.1 .2 88.0 n2 8.0
31. New Mexico.. 7.4 87.1 .2 88.0 zn2 £89.9
33. Arizona 7.4 8.1 .1 87,7 218 8.5
71 .5 .8 56.7 213 M3
67 b 8] a5 85,8 2.8 s
6.5 6.5 2.3 22 P+ 8 e
6.2 729 | Kansas ... - 2.9 8.0 .7 sL1
6l L8 | Virginia oo 3.6 77.1 2.8 a3
59 6.4 | M 3.1 5.6 213 826
39 60.4 | K Yeen 2.7 8.4 aul 8L8
&89 69.4 | Bouth Dakota... caceeannsnnanss| 27 654 290 814
88 6.1 2.8 80.6
56 64.2 20,4 .1
54 6.2 10.4 .2
53 6.3 189 a3
52 oL} B3 7.9
52 554 183 7.9
49 50.3 1.5 1.8
46 8outh CATOUNA. e cconncnccncn.. N9 17.2 687
39 Georgia. 8.0 17.0 6.9

data by the U. 8. Bureau of tho Census, the U. 8. Burcau of Agricultural Economics, and the U. B,

JOV XX14n0dS OINONO0J2d
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“TaBLE 7,—Countries in which comgulaory unemployment-insurance laws hare teen
enacted and number of workers covered in cach

Country § Date of law 9 mg‘r‘m
Australis (Queensland)......... vee Oct. 18,152
Austris
Bulgaria. . ..eaen.
Qermany. ..

Switzerland (13 ns
United States (Wisconsin)

Total ber £ Jeerreneniinaeionaitcoeenannnenss coee PR
A compulsory law was pessed fn Russla in 1922, but benefit payments wero suspended In
Tbese are tbedates upoa which the lnws wers enacted, not tge datesupcn wh they w ent lmo effect.

l These are the most recent figures avatlable,

4 This ngure represents the number covered previous to the beglnning of the depression in 1929, Tha
officlal Aigure Is much smaller (12,503,000 st end of August 1933); the difference fs due not to any limitation
olcovengo but to the fact thn thoso upemployed workers who had exbausted tbelr right 1o insurance bene-
fits and had thus come within the scope of the communsl relief wera not included in the figures for the
mxnben covered by unemployment {nsuraoce.

0 The first of the cantonal maasures was passed in 1925,
ln;T is figure [ncludes persons compulsorily insured in certsin communes In cantens having voluntary
urance.

Source: Compiled by the Committes on Economic Security.

TasLe 8.—Counlries in which voluntary unemployment insurance laws have been
enacted and number of workers covered in each

|-

Country Dateof law ,‘ﬁ;‘&}tﬂ

Mly 2?‘1931

n. 1,1938
. Oct. 17, 19247 195,000
Total pumber {n3ured...ooueceeeeeaeenecnneeinnens .- 3,878,000

§ These are the dates for th: enactizent of the national Iaws, not the dates npon which they took efect

) These are the most recent ﬁgu:u arailable.

3 Thisact cameinto effect on Ape, 7, 1923,

4 The number of belon(hg to funds which may be subject to the {nsutsnce law is 50,000, Itis
pot dennl tely kwvn whether all thess persons come under the Iaw dut {t Is probable that the mn)odly ol

[']
S 1t {s estlmated that 23 nnlons with 320,000 members have funds which may be used for the insurance
u the law. The law became effective Jan. 1, 1435, Itnls Il‘ie!y mz’szoooo can be taken ssa
mﬂh“eﬁlagt&gl the numb’u‘gv.t:ow meome onder b‘:‘hw inits wlylm:u. within thelz bocdezs; the
wns pecll, communes may enforce compulsory fos ir ers;
tion of nés that have pulsor*l.gmtmoo given [n table L. ’
Thisis tbedmonbcnmonu measare. 'The first of the cantonal acts was passed In 1926

8ource; Complied by the Committes 0o Economie Security.

2
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TanLe 9.—General pr of compulsory ployment inaurance laws
Coun d yoar of 1 . Qualitying ‘Walting perlod Norroal duration of
ot Ay bty woekly (mmm‘?“mm) o Amount of benefit et
Australia (Queenaland), 1922. | Workers, employm. State, each 6d....| 28 WoeKS..eemeees| Mecieonamacacanans Varies with locality, marital status, | 13 weeks.
and number of dependents.
Auatria, 1020. half } 20 woeks. - cconeeee . TR weees| Varios with M classes, mocrital | 12 to 20 weeks.
- . o(b-lle'mcln-u. status, and number hmmdanu
1923, WorE plomsuu.ouhlm 52weeksin2years | 8.ococcuenenen ———os lbhvndlﬂyfuhndo( y; 10]ave | 12 weeks.
QGermany, 1027. ‘Workers, empl each 3K percent do. Varles, 3to 14 with v.m wlt.h mdnu.loa\lty. 14 wecks (means tost res
of basic wage classes. nun&::& of do- of dependents. quired after 6 weeks).
Qreat Britatn, 1911 _........| Workers, umplw-u. State, each ono- 30 weeks In 2 yoars. o_?.’:.-._.'.. ...... Varles with age, ssx, a0d number of | 26 weeks.
tmrd. a8 flat mate vtrymz with dependenta.
Irish Froee State, 1011........| Wotha and tribute | 12 weeks 6 do. 1 day’s benefit for each
vuylnug“mounu, State two- weekly coatribution,
Italy, 1910. One-half workers, one-half employers, | 48 weeks In2years. | 7.oceeeceoocacsreas] Varies with wage classes. __._........ -ev| 90 to 120 days.
a3 peroentage of basic wage classes,
Poland, 1024 5.e.ooewemvoee-| Wage earners 34 percant of wages; b 1 2« ORI [ [ IPO— Varies with marital status and nam- | 13 weeks.
anp!oyc:. 13 percent, State 1 per- number of dependents.
as Vnrlmwmtm! of 180-day 3 benefit 50 percent wages, { 90-dny marimum.
* fand, occup-uan.m involved, plus 10 perceat for members with
and laws of Canton. dependents.
1 A com| law was lnnnd.nlnlmbnthmﬂuv in 1930, owing to an absence of unem; it
H m: puua “'"""“"'-m; ow! lmce e ployment

MWWM&,;{MWWA@@WM

e.

wdvmwmtmsmmmvmsmwrm

¥

IOV XXI4N0EY OINONODJH



Tasre 10.—General provisions of voluntary subsidized unemployment insurance laws

Country aad voar of Subsidies Qualltyiog perfod Walting poriod Meaximum emount of | Normal duration of benefits
Belgium, 1920. . .c.ne---.| State pays two-thirds of 1 year. 1 day each month plus 3 | Three-fourths usual wages.| 30 dayz each 6 mouths.
- by roembers. days each 6 moaths.
Crochoslovakia, 1921, ... | State pays 203 times union bepefits..| Varies mlnh:ml fund; 3-mouth | 7 aececnsacescancannes| TWO-thirds Inst wage___...[ 26 weeks,
um,
Denmark, 1917..........| 8tate, 15 to 90 parcent h 6-day rul 13 max- | Two-thirds average earn- | Varles; 70t0120dnys.
mmwu pay one-third of mum. Varieswith fund. inga.
Finland, 1017..c.eeeeo-..| s'ﬁ{‘," ;’noghlrd two-thirds of bene- | 6 6-day mt 18 maxi- | Two-thirds averags wage. .| 120 days.
mum; varies.
France, 1006....... ~eeamss| State, 60090 t of benefits. do Varies with funds. ........ Ono-mlfnormnlwnm.... 180 days.
l\ounrllndl. f 13 W, unl.‘ ‘workers contribu- V:lrﬂlu: 26 weeks in gen- | Varios; 6 days in general .. pamn average daily | Varies; 38 to 90 days.
local, ane-half also. .
Norway, 1915... ... ......| Btate one-half and more of benefits | 26 wooks. - -....cces--.-..| Varies with fund; 3 to 14 Omrhnhdnﬂyelmk\p.... 13 wecka.
paid; local governments pay two- days.
State subsidy.
Spain, 1WI__...caeee... St-w pays ! bene- | 6 b 6 days. Three-fifths normal wages.; 60 daya.
S8weden, 19045........... sm. pays percentage of benefits. _..... 52 weeks in 2 years........| 6-day lgnglnnm: 3-month | Four-fifths usual wages....| 90-day minimum; 120-day
maxjmum. maximgm.
Bwitzerland, 192¢. _ .| Federal mbddy. 38 to 43 percent of | 180-day minimum.,. 3-day minimum...........| Three-fifths normal wages.| 90-day maximum,
benefits plus cantonal und com-
munal sabsid:
| Sweden's Jaw became efTective Jan. 1, 1635,
Bource: Compiled malnly from the Monthly Lalor Review, August and September 1934, * O of L I 1 in the United States and Foreign

Countries.”

IOV XALI4NDAS OINONODA
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48 " ECONOMIC SECURITY ACT

TasrLe H1.—Number of older persons gainfully occupnd by age and occupalion for
United States, 19301

48and | s0snd | ssand | ®and | esand | 7083d | isand
over over over over over over over
28,048, 786 21,008 507| 15,030, 203 10.388 0| 8,833 20¢{ 1,913,198
H.g%'w 10,35, 550 6,793, 450 {185, 2:204.987 8.8‘;3:” 0508
8,891,1000 2,679, 047) 2 118,805 1.407. 29,8 417,734] 159,800
84, 013 33, 250 21,827 11, 4, 675 1,493
288, m 181, 594 i, 957| &, 24, 8, 872] U7
. 1 837,882 1, 8481 1,047,104} 518, & 1301 61,048
Transportation &nd com- 4185 bl ™ i & 5 !
IUDKAOs e eereeneneme-a] 904,008 858837 400231 223 100, 33,141
1,889,026{ 1,807,044 831, 85 483.4 MU7,7. 108, 367 33,618
wros| neTrs|  lexerd] 1260070 69441 20701 8891
852,491 1 23,031 51, 190} 13,498
L8011 1,107, mol  unte w1 99,063 33,500
" 546,358 858, mE e | moas e

1 Less unknown.
umu plifteenth Census of the U. 8., 1830, vol. 11, Pogulation, Lable 3, p. £47, and vol. IV, Occupotions,.
D



TasLE 12.—Age distribution of United States population by urben and rural for 1920 and 1930

‘Total population Urban population Rural population
1920 1930 1920 1930 1920 1930
Age group
Accamu- Accumu-
Number Number [lated pers Number Number [lated per{ Number
centage ! centage !
Under 5, 11,573, 230 8,275,951 5,628, 360 6,207,470
5t009. 11, 308, 075 0.8 00, 276 6, 211, 141 L7 0,347, 799
10to 14 10,641,137 50.3 4, 603,312 5, 94, 693 82,7 5,976,825
15to 19. 92, 350 70.5 4, 445,963 6,015,411 741 4, 954, 503
20to 24 9,277,021 oL 1 5, 102, 0v9 6,420,304 a4 4,174,922
25t0 2. 9,080, 401 2.2 5,119, 058 G, 171,951 50,1 3,767,453
30 to 34, &,071,193 “wz 4, 72, 556 5, 773, 47 471 3,344,637
35 to 39. 7,775, 281 M8 4,451,437 8,773,714 8.8 3,321, 844
40to 44. 6, 345,537 20.3 3,602,119 4,932,380 30.4 2,743,438
45 to 49, 5,763,620 ny 3, 100, Giv 4,22, K19 n.2 2,572,081
50to 54 4,734,873 17,1 2,613,070 3,401, 267 17.1 2,121, 505
85 to 50 3,349,124 2. 1,RU5, 847 2,650,416 12.0 1,653,277
60tood 2,982, 548 1.3 1,528, 080 2,120, 260 R2 1,454, 458
65 to 69 2,068,475 5.4 1,000, 958 1,307,724 i 1,067, 430
Wto T4 1,308,036 a1l 660, 731 031,232 2.9 34,305
75 to 79, 854, L6 3uN, 37 563, 217 1.4 437,93
R0 to 84 402,77 .7 185, 455 47,715 .6 17, 324
85 to 89. 156, 530 2 169,012 102, 133 .2 3 K7, 52
00 to 4 39, ;0 .1 117,62 25, 147 m 122 354
25 %0 99 2.5 (W) 14,223 5007 u; 15,356
100 and over. 4,28 [0} 3,081 1,360 [¢ 12,
148, 6w . OK, 825 66, 0363 1 49,804
Total pop 105,710,620 | 122,7:5,0%0 100.0 54, 304, €03 03,954, 100.0 81,406,017

:gcglmmhnblldonlﬂmﬂnzmmmwlnenchngemup.
3 Less than one-tenth of 1 per cent,

Soarce: Fiftesnth Census of the U. 8., 1030, vol. II, Population, tables 7 and 10, pp. 576, 557-89,

JOV XLIHNDdS O1INONODF
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50 ECONOMIO SECURITY ACT

Tasrs 13.—Actual and estimated numbder of persons cged 65 and over compared to
tolal population, 1860 to 2000

Number Percant Number Percent
Total - Total
Year sged 63 sged 65 Yoar aged 83 sged 65
and over siathe” sndover and ovit antha n‘rﬁvu
849,000 1 3 000 7 000 113 000 a3
1, 154,000 aa.l'mm 30 1 000 1&%%000 .17
1,723,000 | 50, 188, 000 34 13, 890, 000 [ 148, 000, 000 9.3
2,431,000 | 62, 622,000 39 16, 068, 000 |149; 000, 000 0t
3, 639,000 | 74, 995, 000 ¢1 17, 000 |150, 000, 000 1.3
L ERBHEE) b
%0...222022000 6, 634,000 122, 775 000 54 R I '

Source: Data for years 1860 to 1930 from the U. 8. C: Eatimates for t years b;
actuaris] stafl of the Commitles on Economic Security. Thess forecasts are mtdo on tbe nssumptlon o( [
v pet immigration of 100,000 snnuslly fn years 1935-39, and 200,000 anouslly In 1940 and thersafter.

TasLr 14.—Operation of old-age pension laws of the United Stales, 1984

Percent-
Numbder | Number p::‘:dgln-
Aversge | Year!
State ollaw | of of eligi- t
Trpeotiaw | clpen | Sl | e, |oeniit| oo !
of eligi-
ble age
‘ Foo it
P.370) ¢ JOORP O RN Mandstory. $ 448 3,437 iL $20.82 $95. 705
Arizons.. . 11,974 9,118 2. 9.01 200,927
Californis do. 19,00 | 210,39 9 2116 $, 502.000
] 0. 61,787 14 L5 172,481
1',m (‘)" .79 183,740
310 87 (2!5 S?L (319
18,48 149 1413 | 93,254,169
18429 16| #1350 hlmm
8188
92,972 . . 90 50, 217
156, 500 12 2025 h(ll.m
148,853 L ug 59 308, 008
94, 01 2 1320 420, 538
= e I U I I e
; - opt | 4814 R 1500 3.3%
Mandstory.] 44,423 28,714 & 1419.08 208,722
.do 110,50 | 11254 9. 12n 1,375,603
1o 5(1') B ng.qsn (1})& (12?') 16] 13,502,080
0.
do 134000 | 414834 88| suie l'&g&m
] do @188 8
d 0 2,688 41 & 95, 569
: ..d '(5)1!0 w(i‘bm ‘”)12 éz &
A - - -do. L9 | 12113 1.8 18.7% 07
yomIng..cunnnean cecsencs vesssvans Mund:toty. 3 8707 7.4 10.79 8,11
Total......... 180,008 31,192, 492
:mm mdsl reference {s given, the figures are as of Dac. 31, 1933.
Where pedal re!mne. is given, the Agures represent actual cost for the year 1933
0 10'of Dhoenber 1954 ¢ !

1As0of Oct. 1, lm
4 No Informafion avallable oz not computed
LA b orprieien foe 1904,
o)
1§ R inkted oo sxpeaditares of April throagh November 1934, $317,000,
% No pensions beln| (%6 pril threas ’

¥ Estima
M Not much In(domduwhckolfundl
i o Peciioos bag paid now

Administered b fuanﬁes 0o lnbtmmol svafladle for State, .
" ier fart belng pat iato eifect

Seurce: Data collected by the Oonnmu oa Ecogomic Security.







TABLE 15.—Principal fenlures of the old-age pension laws of the U

Admtnistretion Allocatlon of e1penses
Date Date In Natuore of i
Stste .:34 amended | eftect Iaw ) Degree of fiate supervition Fund provk
State Loca) Etate County Town
wms (% ’g;g' } 1915 | Maodatory.| Alasks Ploeers Heme........| Nolocal admuiaisteation........| Territory sdmintstration...... Al...... None...... Teritory........
< I 1833 do. State auditor... - (ou{'ly cii-age pension com- D?pl}cale c(;ru!’m‘e %0 sudi- | ¢7 percent.| 33 percent. State 3ad coun?;
n Of; Annus;
1929 | 193], 1933, De, ut of social welfare, §| County toord of saperyisors, (‘cmpktempervlslon month- | One-half, .| One-hali. .| None......}...... do...... v
i\ mon cl State sid for the k(}a’! department of pablie | 1y reports.
weilare,
1927 | 1931, 1933.| 9% do. Rﬁt of appeal to district } County court: besrdoloounty | Annual repett to Secretary of | State fund stlocated to ccunties fn | State rstate an
court snd supreme court. cormirissieers, trustees. State. proportion to pojulition. Tocrt liques *
1931 {1933.......] 1931 4o, Btate old-ege welfare - 1. ceee +e..] Stats sdminfsiration... State curreat fev
0.
1933 | 1993 .....] 1934 | Optiomal_...| Territorial suditor............! Old-aye pension commission.. .| Anm.al repon to Territorlal Countics and cft
b 411, T .ol lg‘ 131 | Maadatory .| D gulmento( publicwelfare.l.....do. . ....ociviearenncnonnndl Aumml re POIt ONIY..eennanns AllL..... } Neone......] County.........
Indians....cocvenneen] B 1834 do .- P OO Boatd of ¢ounty commission- A:ﬁaﬁ\g!t r:px,rtldu{iicau or. Onc-halt . Orve-loif. .| Nuoe...... smu :M count
6 to audrtor
lows.... 1934 1984 |.....d0.......] Old-age Ist. i OId -age ass) ¢ boards......] Complete supervision.........{ AllL.......{ Nope......] Noaoe...... Btate pou tax....
1928 sereonncreaseseansa] COUDLY COMILIssionsry Noge...... County........
1533 t of health and wel- | Old-aye punsion boar Onﬁ-h?!lrma, towns. No proﬂs!ons
antations.

Maryland..... veo 1927 {1931, ... NoDe....coceenaamnesannsscessad COUNLY commissionent........] Atnual report to Governor.... AI.': ........ Nope...... County...... .

Massachusetts....... -] 1990 | 1932,1933.. sm;{ departraent of pablic | Bureau of old-age assistance...|] Complets suservisicn -....... . T\!roth!n!s cities and | Btate poll tavy; -
wellare QN R

Michigan........ vennan P < T (R St‘ltc welf:‘r:bdlempanment, old- | O¥i-aze pensicn board......... cee Q0cicnniacnianan Noce ol State poll tax...

2e reau.

Minpesots..... aeasnaed) 1920 | 1931, 1533. . None pe Board ofconty sl None All. County, city. :

Montana. 1923 ..{ Non OWd- a*e peasior commission...] Annualreport tc State auditor. AllL County poar fut

Nebreska. .. 1933 y. Aud'tm of publicacoounts. ...l ... 0 cviconiimiiniereaaas o @O e o il AlL County poll lax

Noveda. ... 1928 f.icecncaeen. A NODO..ceieaniecineereaan e anl of county commissioners.] Aonualreport to Gorernor.... AlL County.....cc.

New Hampshire.. | <1 (O R 1831 | Mandatory.] None....c.cccevacrnccncnassd! County comrulssioners........! NoB@.cooeoeeoninaiiaaas PR All.......| Relmbarse|..... d0..eceanne

ocounty.

Now Jersey............] 1991 | 18321933..) 192 |..... do....... Depattment of institutions | County wellsre board.........! Threes-} One-fourth; Noae...... State iaherita
#nd uﬁen‘de&dlvhm of ofd- fourtks. eruaty fund.
age

Now York...ooe.oe... 1930 | 1934.......] 1930 |..... do.......! St?tetloparlmntolmcluww Publk welfare district ofBefal.}.... Q0 cccicciemeiiiiininnaanns Orce-half.. Olie'hz’lf 'pﬁl;l(c wel- | Stite, county,

are district.

North Dakots.........} 1983 L...........] 193 |..... do.. ....] Scruluy of agriculture and t.o?n! of ccunly commis-|..... [ {. T FOPRRR I | IO None...... None...... State rpocial tax

sloners

Objo... 1933 184 |..... do Deparmunl of blie wel- | Board of aid for theaged.......J..... do..... resesmsncaannan veeeef All........| Noge...... ...do.......| Swate... ........
ﬁu e, division of ald for the

Oregon.. 1834 0. sufa board of 0010k ..o.er. .. 0Old-age peasion cownmissien.. .| Anpual l‘eogoﬂ to State board | Part of Stateliquoriax |...do.......! State liquor tax

of control. distributed to coun- eral fund.
tes, bﬁ!’am pald by

Pennsylvan's..........| 1834 1934 ]..... do.......} Department of wellare..........} Board of trustess of old-age { Complete supervision. ........ sme fur allocated o [..oeen.....] Feataoiiaaan.

asvistudce fund. countiesasccording to
number og‘ﬁeoplo on
pension r

Utah. 192 1929 Noae. de d county eommls- None

Washington.... sevesncneass] 1933 Noge.... R U:md rlm'xnty oommis:bnen. Noze.....| All

West Virginia.. 1931 Nouwe. ... . County COUMlen e ncncearacnannn An‘r(l,ual “sodit b)' a1 commis- | Nope. ...} AN. 2200 el

Wisoonsin. ceeneanene..) 1928 ng&slul. 1925 ™ State board of contedt.........] County Judpe. . cvucimennnnnnn Annual L3 | SN One-third.| Two-thirds! onlgbt;.m State, county, ©

. nty.

Wyomlog....... eeeeedd 1999 {IRANL..LLL 1929 | Mandatory.| None...cooeiannannnnne +--..] OXl-age pension commissfon. .| Annual repotrt to Statoauditor.| Nene..... All........ None y County poor (a1
1 Since 1906, Dls&:uﬂlﬂa! 1. Habitoal tramp, vnnm
’ Annua)] income of sny property to be computed st 3 percent of ils value. Inmate onny < rison. {af}, (nsane asylum, or correctiapal Institution, §. Unable to earn st least
' Aaonual [pcome of sny 8: {:‘r}{ to be computed at § percent of its valus. b. Desertion lefo K. §) snd cbildren able

Requ!nd residence 1o ni tates 13 years. ©. Tohave fafled witheut Jnst cause to pforlde Fuppott for wife and mivot children. 1. victed of crime invel'
1 When Governot csn d. Relstives leunv l!able and able to supp m. To have falled to work
¥ House in ‘Mch spplicant um not to be consideced propesty. e. Sentence fof o. Inmste of benevolent, eb
! Earpings and zl!u up to §100 exempt. 1. Disposed of or depﬂ\ ed cnuell of property o Guelifs fce rencion. ©. Hustand, wife, paresit
§ Unable to malntaln se! ﬁ Need of fnstituticnal ¢a; p. Children lisble and a!
# Mandatory from July 1, 1635, on. . Recipleat of pension from Federal, Btets, or kreiga gos crament.

Source: Compiled by C ittes on E 16 Security from Btate laws.




| fentures of the old-age pension lawe of the Uniled States

. Alkcstion of espenses Qualifcations for recipients
) Disquslifics- | Other ox0- | provimom
i ) Fund peovided by— Resideace Property | Auooat tloos (seo)' vh.‘bns(le): amcant of Pul:l‘:lhl’.!-
T Etate Count Town Al Citizensh footnotes, footnotes,
7 w P | state | Coun umis timlt
{yearn) (years,
; . ‘ b
PAUsecocef NOBO.oer | NOOE.crn.| T el W B ] o |Nore........ {’n"';%ggg - S “‘-}}i:‘;';g‘,;{,,__}qﬂm.
' 67 percent.| 1 percent.| None......] State 12d coudtyocnronnnnceens o 8| Roquired... | ( moatl.....[ Mootbly,
{One-half..| One-hall..| None......1.....do. o B Lcevnceneas] 183,000 25 [ tn0....... $1aday.........] Do
suul‘undauoeu to countles fn | Btate estate nor tai; esf.....do. 18]8 42,000 83 b,e,d, ta.. | A, B, O.. ... .do...........] Monthly or quee
propottica to population. locllelk:uocl‘:xd.uq ' b6 ' terly.
Al........] Nope..... I Nooe...... State current revenues. . ..q.o. [} Nolw're- %0 |84,140....]0C.........] §$3328 moath.....] Mcothly,
1 3
Nooe...... S’L‘s:?’ by county and | Countics and cities...ceevseens €5 aoqyem..... ) %0{edf..... eees ] A, B, O... 8182 month. ... Do.
Nona......] All...... - tieereesereonoraseses] €3] 18 years.... 30 Ja,bedetim) A, B,O,D.! $25 a moath.. Do.
Ono-baif. .| Ore-baif. .| Shhl,nd county... ] b l(?.ooo 180 J,bk,gz,'e.!. A, B',% .-} $18 s month. Do.
All.......] Nope......| Etats poll tax. 65 1.....do. (] 1368 %,ni,d'l.l.l AbB, C, | $25 a montd.....| M&n‘t;ﬂy of quare
None......| Al County. . oueennsas 2}.....do 1,500 400 {8,d,13, B.........] $2508 year. ..... 3
One-half_ . \oprv\.s!ounnl.. 85 | Roquired 1300 35 :: .c.e.H: kKl A, B, O...] ti sday.........] Not specified.
Noae...... 65| t5yeans..... ecesenrenns %5{s,¢defln)0. do. Do.
One-third. 70 | Requlred.... 20| None........} Noae specified...... 6'.tll)z vi Do.
Ab......./N 5tats poll taX...oeoevuennancnss 0 10| None........ 43,800 13%5tsbed, 1.} AB,CD] Mout!dr.‘,
None......| { County, city. town, vilisge... | o] 13 13,000 25| s0detin]A,B,O0O.. u&my or quare
' Nooe...... County poot fand........ 70 13 30|b6d681.44,B,0.. Moathly.
hno.. . o County poll tax... -3 13 300 ¢ d, L..1A/ B, O... Do,
| None i AN Nopei] Coantyromemnl @ 1 ool B[ EEde dbop] i | Mootdiy ee qoar
None......{ All Rell “ ..... do. 1 18] 15 caacnneaas 2,000 80| s6d 040 A, B, 0...]$7.508 week. ... Weelllﬂm“'
Three-| One-fourth Nm...’.l. Btate mm:umeo tex and 70 ] Required 5]t - a000f @ 4,00, g.eu....| A, O.ceee] $18827.eene.-.| Monthiy.
fourtks. county fund.
Oce-half. . Ox;e-%!{’ prgbuo wel- | State, county, dity. 10].....00. [ L] 1 PO U:‘n‘k”lo o support | 8, 4.0 Beaneci)oeienananens D:ﬂ“':ﬁ'f‘d by | Not spacifed.
AT .
All........| Noge......| Noe......| Etate epecial tax..... &)....do. 2| Noge........| ¢ 0 10 | o, 4,0, p A. B......] $150 8 year..___.} Monthly.
Allo.....d Noge..._|...do......| Statec. cecairaeiinneen. 85 ] 15 yeors...... B { go‘o% 30| s,b,¢64,1....} 4,B,C,D.|$25amontd.....| Do
l’mo(smemuotux do. State liquor tax; county gen- 1] S d0.cava- [ 1 TORUOpe 43,000 %0} s bed L)) A,BGD. 30 & month_.....{ Monthly e qosr
dls co‘ eral fund. terly.
y
fota..... 0|.....d0...... 18 | Nooe........ Indigent...cemeee..| 8 016, 4, L.} O e Monthly.
Noow......| Coonty..cuecieircresoncsanees 83 |.....40....... 1§ L ™ 00| nbed.s ] A, B O | $28smonth.....] Do.
None, do.... 15 eevnenn 360 e.d.e.l... A.B,C,... amoath..... Do.
Nore.....|..... . TR RN 10]10........... N::r-)t’opery ot {n- l.% e.l.l. BB'. 1adsy...ceaeef - Doo
LR .
Relmbt;an Stste, county, ot cec.aaanee B8 .aaaeneee] 180,000 283 n.e,d o LLnlA B, C. ). ...d0ueeeeene.] L!onthlyoc quar-
oounty, .
1None.....! All........ Hom..{.. County poor {and......c... ..} el....do.....] | LY B SO (V] 30| bedatl....{ A,B,C...| 8308 mouth..... Monl‘]y.
1. Habitusl tramp, va Other provisions: 3 And
& Pt AR Zilh.w A tedk o ppiarts sty to poden by sy be it bt
bor children. i %{ ﬁ. m&"’ B. 3‘“&o{£nmbu£umdmmuoudmhommmumm-
. 10 bav
B. g;mu bomv cn&L ﬁ)a murullnmtntkm O. Allowances for funeral expenses.
©. Hus regt, of ¢ ¢ and responsidle for support. D. Payments ma, nmmuehmubuamuxmmummumowu
o Eheanty a8s o tamate. T

11680785, (Face p. 50.)}
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TaBLE 16.—O0ld-cge insurance and ;mm'on legislation in foreign counirfes through

A. COMPULSORY CONTRIBUTORY OLD-AGE INSURANCE LAWS OF GENEBRAL

COVRRAGE
Country Yﬁ:’ Co
. when verage
passed
Austria ), 10 Wotkm in [ndustry snd eommcruhinclud.!u domestio workers,
ap:d%% mes for sgricultursl workers,
Belglom .. .ceaceanenne. 1924 | All wageearners, % |;srﬂl;e\:!r.uul workers and domestics (except
e&sml domutlu). md dent 'orkeu with Incomes bolow
0(!) francs s year. for salaried employees and
194 | Emp! ed workees and .
PERINLE gmawm v aad tamests
1924 less than 8,000 pesos & year; independ-
entv«kwv{\hmwlneomesbebv Mpesou{
1924 | Employed workers over school and under 60, {ncluding sericul-
Conplos ey ety 31446 oo Dloy ks ABekoy 860 of AUy Cotpot
em; X1 employees of statu
'Mg?fggf mr:n:an gpe’ei':'l' Tl tadependent Teotters,
France 17 (see also sec. 1910 S annuoa) sarnings do net exceed
C). 18, haneuyear(ndtiu wnh over aoooootn Nt.snuortm!us-
trial aress, 15,000 el me limit raised by 2,000
fraccs In respect of each child.) Persons ployed in mlaxltun
mbmw Insurance mnht old sgeand deathoaly. Bpocialsche
Qermany 14..... remeesas] 1889 All wotkers, including mestie, and home wo:kn.
v Specisl scheme for euplenu vubhu'nn sl earings be!
8,400 re!:hsmnks Bpecial scheme
Grest Britaln 1 1 (see 1925 | All workers, Including sgricultaral 'orken nd domestics; salaried
also section O). employees with lneomes below £208 yeu
e P I ARt g —
un, eeeevernnaans T employmen| m| enl
ald “uﬁd;;oohx;' s wmm ploy With tn
below 0 8 year
[{1} 2 Do 1919 | All em o peln‘élndx’nz agricultural and domuth workers,
Bal yees with incomes belew 800 lire s month
Luremburgt . 1 Wgr):e:'lni ustry merce. Special scheme for salaried em
¥ ustry COMITrce.
Netberlands i 2, 1913 | All employed Se:sons. incloding agricultural and domestie work:
'WD‘:{“ remunezition doss nct exoeod 2,000 florins. Insu:a
rsons whose lemununbn rhel : 3 zﬁ Qorins remain liable
insursnce [} n above 3,000 florins
foe somne tixe, they are uempted n tbelt request. Speclal schemes
fot reilway workers and miners.
Poland 10, .... coveracens! 1933 | All workers In commerce a2d Industry. Insurable wuo lhnu.
Portugal l...cccoeeeeee.| 1919 | AL omplond persons over 18 years earning Jess t 900 escudos
Rumanial,...eeeennen. w2 All penons emmployed {n hdmtq commercs, and craftamen,
;"myedu m&t rdeal, which Includes survivors
Spaln. ..ccevecnennraan) 1919 | ALl em parsons whoss annual earnings do pot exceed £,000
pel No’gomk servants excluded. «
Swedenl......... cenenes 1913 citizens between 16 and 64 years unless already guarantesd pen-
slon under mny. navy, el
Union of Sovlet Bociatist wa manual wi and akilled technical workers; navi-
Republics.t ¥ nun; mﬂ ln drll aviation; various categories of saluried em-
Yugoslaviatt,...........! 1923 [ A msmm thousoboldumls,umhba,mdmnshc
men. (Not yet
194 workers and other pe employed act.
1907 employees ia Sbvanh and Dﬂmuh who ?hm reached

sge 18 and whose annual earnings are not less than 150

! Old-8ge {nsurance combined with fovalidity fnsursnce-
blned with survivors’ insurance.

1 Old-age insurance com
Bour Oomﬂod
No. 10.

mu. Ne. 8, Omn. 1933; Iagurixg

Pension Imsurence, Intercational Labour O Studies and

Nmeﬂrlbuu’ culm, Inhmuoml l..cbonr fBoe, Btudies
e b Armsirong, 1932




52

ECONOMIC S8ECURITY AOT

TasLe 16.—0ld-cge insurance and ;mwn kgulamm in forelgn couniries through

—Continued

B. COMPULSORY CONTRIBUTORY OLD-AQE INSURANCE LAWS OF LIMITED

COYERAQGE
Ceountry Yl:' Coverag:
©un whea {]
passed
1921 Public utility employees.
1924 Bank l"ﬂs‘, tadd
{g nau»uy t{otkm.
1931 Stafls ol blie atilit; nndertsk(n
197 8aamen ;’:ll har y ™
1928 Stafls of banks,
1918 residents between ages 17 lbd
1928 fogal residents between ages 18 and
1931 AII persons betl'een ages 20 and 65 vbo have been resident ia Lhe
1010 Stoﬂ: of b!ic utmt%gndertuklngs.
2 Stafty of backs and slock exchange
O, NONCONTRIBUTORY OLD-AGE PENSION LAWS
1668 | All citizens with insufficlent Incorne, resident 20 y:
Canada. 1927 Al:)dulmu s\vnh insufficient income; resident in Cnmda 2 years, in
1891 Citizens whh {nsufficlent means, resident & years.
1905 | All citizens with insufficlent mea!
103 ] Citizens with insuffclent means; edzaan’ residence since age 50 for
Mz‘um-bom citizens; 20 years’ residence {n all for naturalized sub-
1926 | All Greenlanders without subsistence Inoome.
1909 | Citlzens with {osufficieat means,
1263 | Citizens with Insuflicient means, resident 30 years.
w1 All citlzens with insufEcleat means.
ow Zealand.. 1898 Citizens with insufficlent means and 25 years’ contlnuous residence,
o(wuy (w1!l ‘not go loto All clifzens with insufficleat income.
b f;‘ decree).
0, ecree,
' {rico........ cee] 13 All citizens (of § yoars’ standing) vitb 15 years' residence out of pre-
ceding 20 years; other ns w. th 23 yeary’ zesidence out of pre-
Uruguay 1 (so8 alio w1y | AR oerons el fmﬁ%cf"z !} oeeans. (For nataralized sudjects or
mm s0e soc- Al persol ns! en| meam.
tion B’.) aliens 13 years' residence 1s required.)

lold.m legislation combined with Invalidity pensicn leglalation
Esumzaoom bined with survivors’ Lnsurans pe i






. . Tanis 17— Prinsipal pi'nn‘st‘nhé of forcign noncontributory old-age-pention taws throngh 1939

b\mhﬂcﬂ(bns ror recipunts
Year - AP e o . e - o - |
Country when other | 1) . Amount of peaston Source of fund AdmlnL;lirb-"t‘ltv’e respon
pased | ape Citizeaship Restd qualig. st Property imit Antualdncomme timit Property esemptlon A"“‘fm"}\ﬂt‘fgg' et
Australisl.......eee..| 1908 | Mendst] British subject....! 20 years In uniot..ecesserens] 8oinen} A, B, C..f £400. . iccuzianizinzziaszzes : £83. €32 10 8.; becefits  Maximuro £15102 ayeer.d Raduced | Commonwesith.............] FoderslQovernment
Wom. umwctn which pensionerre -t les, fromn friendly socle- by Liforescn £t00(pfopen) escept
en 0! tiez and frale un-| exempt property.
fons: sllcwances
fram_ckildren; war
P siond.
Canads. Effective In | 1027 British subject....| 20 years o union; § years ia Boireaeal \nuuml!mme of real property faken ¢ 4358, .ucueiisascaana...] See proporty limit [ IS ceee.) Maviraum £210 a_year;? redueed by | 3§ domlinlon; M province...| Shared by dominkon
%ptovlnm:.ubuu. province. ‘ mu\ of fte va u‘r:clrg” meof | propeity ’ atiount of pensover’s income (less * and provinces.
-dﬂnﬁunbnc New p\i o pu!;ly- m\iemmun atie exemption).
Brunswick, Nova nuity purcbasable with i.
bootia. Ontarlo,
Prince Edward [y
and, 8askatchewan. 1w | e hared b, 8l
DAL e cvrennnens eevss] Roquired & years In stats. oo D, B, F....} Avnual locome of proporty taken 2775 to 315 kr. (very- | Anoual Income of property taken at | 100 to 200 Fr. (vary- Mgrried coupie, myiimum A00to 1033 | 7/13 state; 413 communes.. | Shared by central £o%-
) ’ - o 4 porceat of its ur porty o inz nu\hlocsn‘h{gy) 4 pegceat of its valu em v 1n~ witia Jocality). 4 £r.%; single wtar, tinitnarm 40216 608 ' eroment and local.
plus taanium geu- kr. '. sfozis wosan, Ruavimum 373 ithes.
sion ajpluble. to €42 krores adjusted to meuns
France it 1907 | 0. 80.s0eereneenss) Nong, a. from capital equal tolifesnnu- | 2,400 francs plus caga- | kncome from capit2! equal 10 Weaznu- | Earnlags of peasioner, | Maximum GX to 900 (ranes {varylag | Stats pays 240 lrancs on esch Do.
ily purchasable with it. ings of peasi ity purvhasable with it. 400 {ranc, zom sav- | with beality) 2 B:nswn; cCCmMuLe pays
iogs (600 francs U lance.
Feiiicrenton "‘x‘&"
chlldren to aze
Great Britalatoseeeees] 1003 | M..ce..] British subject....| 12 5ears sinos s2e 20 for pat- E. Angusl Incometrom Beet £378 property | £49 175, 6d.... Incoma trom £25 of property; | £89 snoosl focome dmmx rom | Mavimum 10s. 8 week; reduced in pro- | State Ceatrs! goveroment.
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TasLe 18.—Bslimaled number of families and children receiving mothers’ aid and
esiimaled expenditures for this purposs

{Based ca figures svailable Nov. 18, 1934)

Number of | Number of] Estimated § aanual expenditures for
{amilies mot

children * ald, Jocal State
Stats recelving | beaefiti
mothers’ |{rom moth-
ad us’ aid Tota} Local State

Totalueiurinareieananans 109, 038 280,505 | 1837,487,479 | 18$31,821,057 | 183,808,622

39 20,040
17,612 3, 13,98
11,433 149, 688
876 734,627
858 93,000
7 13
8144 222, 288
e tgia 5%
14,802 Lag?.on
3,85 352
©,170 79, m2
1,97 75,721 15
1354 62,839 62,559
1229 0,312 (R 173 It
2,124 310,000 156,000 13000
o 2,45 000 1,400,008 |+ "1;585: 060
118,639 2 448, 063 248
9,152 1L138176 PRt
i YT
mel &
44,033
g e 83,11

$2,443, 584

d Agures for [llinols.
ald law.
iscontioued.
basiy of 2.6 children per famnily, the average rate for 20 States reporting in Decembde. 1933,
mt’i‘og‘ trends [n comparable Btates trom which repocis bave recelved.
operation.
-Bource: The U, 8. Cbildren’s Buress.
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Tasrn 10.—Funds for Stats maternal end child-Realih work
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TanLe 20.—General economic stalistics—Continued

OTBER ECONOMIO DATA

Number of gainful work 1934.. 77,000
s Estima olconmlte& oa Ecommlc Becurity. “

10. Per capita full-tiras income, wage, aad salaried employees...eeeenecnananas ....wa.. 1,478

Nclmul Iacome, 152932, Letter [rom Acting Becretary of Commerce, 8. Doe lu.
Cong., 2d sess., . 19.

11. Average weekly factory earnin; T WAES eArner 1929.. $28. 54
£ o i 83 pe 1m.. l1.(!)g

1958 (::’ m_c:mm Busisess, February 1934, p. 7, and December 1934, p. 7. ’Dua for
132, Index of cost of l:vlnz (l913=-100) .......... ..D ber 1929.., m
December Ium.. }g‘i

Monthly Labor Reriew, August 1934, p. 826,
OLD-AGE DATA

13. Pop 1830, ..80 years of sge and over.. 1Q, 385,028
R H

Fifteenth Census of the U. 8., 1939, vol. II, Pepulation, p. 418, -
14. Number of old-age pens}, ..lul.. 76, 339
10

Committee on Economic Sacurity from latest available faformation.
15. Amount paid {n old-age pensk 193t

19U..
Data for 1931 (rom MentAly Lebor Review, June 1932, p. 1261.  Data for 1934 com-
pled by Committes on Economie Security from latest available {nformation.

NATIONAL INCOME STATISTICS

Dng for 1931 from Monihly Lebor Redu'(tluno 1932, p. 1261. Dafa for :m com.
y

£2
g5
85

16. National income paid out. . 1929, 483, o8
pe! oas- % 200 0o 03
The Nationel Income, 1533, releass Jan. 14, 1935, p. 8, Department of Commerce,
17. National {ocome E
Wages 124 £ 200 0o 00
Dividends and Interest 300, 000, 000
Net tentsumd royxmos. } &m%
0 urial withdr, . veee T,
Ir‘ Income, 1983, velesss Jaa. 14, 1933, p. 6, Department of Commsrce. oo
18, Nsuons! inoome pald out.... - 1932..$48, 894, 000
nsinm uvig;l! OF J0G383.cccneccatocnnorscstaiccncecnrosnceconns .................‘E%ﬁ%
Netionel 1 1749-38, Tetter trom Acting Secretary of Commerce, 8. Doc. 124,
m Cong. umm 10 d id
WHOLBSAL!. RETAIL, AND MANUFAOTURING SALES
19, Net wholesale sales 1m..mmm.ooo
- 933 . 32, 630, 504, 000
Final Uniked Statea Sum 1{ of Wholessle Trade §n 1833, Depariment of Commuoe,
Bureau of the Ceasus, p. 7. 'The 1929 figures have beea revised.
20. Net retall sales.. }m.t& l;.gi:%
United Steles Summ of the Retell Cenrne Jor 1633, Department of Commerce, *
Burean of the Census, p.
21, Grocs valos of factured prodocts! 929..$09, 999, $09, 713
31, 358,840,302
Cenaus of Manxfadisres: 1833, Department of Commerce, Bureaa of the Ooms, p. L
‘The 1929 figures have been revised.
LIFE-INSURANOE BTATISTIOS
22 Aggregstelifels Inforce.. 1933..$97, 085, 043, 747
Ordinary......... toarearresacnnsescrosssenra e 1434
Groap. f ot
Bpectator Co., Vesr-Book—Life inrarancs, 1934, ’
n Avmpsiuomh-lnmrm poticy 1a forcs, 133:
fndosted: bl 4
Computed from Spectator Co. Year-Boot—Life Insurance, 1034, 7777777
84, Barrendered po insurance....... seserescesansacaccncaccnnes.. 133.. $4, 304, 048, 067

Bpecmor Co, }Jnr-Boo!—Wc Insurance, 1934
Alse letter from Spectator
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TasLE 20.—General economic stalistics—Continued

SAVINGS ESTIMATES
25. Annual savings through life insurance. .

;ew ptimiumlpayments. T 2 =
enewal Premium PAYTNeDtS. oo et teeie e eaaeaaan e cnanm e 718,511,
Spectator Co., Year- Book—Life Insure N '

28. Savings nd olher tIne GEPOSILS. . oo oo emeeeeeneeeeieiiee e eennaannenaearians

Data for all reporting banks in United States.
Statistical .1dstract of the United Seles, 1933, p. 242, tadle 252,

Mr. Wirte. I want to call attention in there, Senator, to table 13,
which illustrates a very important point in connection with this old-
age problem, that the number of the aged has been increasing rapidly
a?d will continue to increase very rapidly in the years that are ahead
of us.

For instance, in 1860, 2.7 percent of tha population of the country
were 85 years of age and over. Since then each census has shown a
larger percentage of the poeple of this country in the older age groups.
In 1920 it was 4.7 percent; in 1930, 5.4 percent. Population statis-
ticians forecast that that percentage will increase to 6.3 percent in
1940, and will continue to increase until by 1980 you will have 11.3
percent of the population over 65, and by the year 2,000, 12.7 percent.
At the present time there are 7,000,000 people over 65; by 1960,
13,500,000; by the year 1980, 17,000,000; by the year 2,000, 19,000,000
Senator Gore. Nineteen million over what age?

Mr. Wirte. Over 65.
Senator ConnaLLy. Is that based upon the theory that our other
population will also increase, or is it based on longevity?

fr. WirTe. This is a result of the fact that we are approaching
what, in terms of the statisticians, is called a ‘‘stable population.”

Senator Gore. Where the births and deaths will nearly balance?

Mr. WirTe. All this is based on the assumption that there will be
no improvement in longevity; that the present mortality rates will
continue. If there is an improvement in mortality rates, the number
of the aged will probably be greater, and the percentage will be greater.

Here are some facts which I think will illustrate that, while the
estimnates of the statisticians may not be exactly correct, they are
probably on the right trail. In 1930, the census disclosed fewer
children under 5 years of age than there were in 1920. We are
rapidly apgroaching the same sort of a condition that the European
countries have reached, the distribution of population as between
the younger and the older age groups forecast for this country in 30
years is the distribution of the population in Enﬁland today; it is the
Eopulation distribution in France, and in rearly all other western

uropean countries. Theoy bave reached earlier than we have this
condition of stable population.

We know how many people there are now, let us say, between 20
and 30. Applying the usual mortality tables, we know that 30
years or 40 years from now, when those people will be botween 60
aud 70, there will be more than twice the number of people between
40 and 70 than are now between 60 and 70. This is due to the char;s-
ing age composition of our people. Qur birth rates have declined,
and on the other hand the length of life, the average length of life,
hat. been increasing. Without any further improvement in the mor-
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tality rates, we can expect and must look forward to a time which is
not very distant—a period distant no longer than 20 or 30 years—
when we will have nearly twice as many people in these older age
groups than we have now.

Senator Gore. The cost and burden of this old-age pension will
be a constantly increasing factor?

Mr. Wirre. The cost of old-age pensions will be higher with the
years, and whether you enact a pension law or not, there will be a
cost of supporting the aged, because the aged of any generation have
to be supported by the other people of that generation except insofar
as the aged have made provisions for their own support. To the
extent that the aged have not made provisions for their own support,
whether any pension legislation is enacted or not, there will be a cost
on future generations which will be much greater than the present
cost of supgorting the aged.

Senator Gore. It will be shifted from the children to the taxpayers
under this legislation?

Senator CostiaaN. Has the experience of other countries, such as
Germany, confirmed what you are now saying about the increasing
cost of old-age pensions?

Mr. Wirre. Yes, sir. These countries have undergone in the
years that have passed, the same thing that faces this country in the
next 20 or 30 years—an increasing number of the aged.

The CuairMAN. May I ask you—I am just curious to know—how
many people there are, say, of 80 years. Are we to expect that people
are fm% to live longer over a certain period? .

Mr. Witre. No; this does not assume that they will live any
longer. This assumes no improvement in longevity. This assumes
the present mortality rates. .

Senator CoNNALLY. It does assume that the proportion of old
people will increase out of proportion to the increase in the population.

Mr. Wirre. That is due to the fact that the number of young
people is no longer increasing. .

Senator CoNNALLY. That situation cannot go on forever.

Senator Gore. I can see how that would affect the percentage, but
I do not see how it would affect the total .

Mr. Wirte. We know now there are so many more peoplein the
age groups between 30 and 40, let us say, than there were in the age
group of 30 to 40 thirty years ago. ‘The people that are now between
60 and 70 thirty years ago were 30 to 40. We know now how many
people we have in this age group of 30 to 40 who in 30 years will be
60 to 70; and that is twice as many as are now in the 60 to 70 age
group.

Senator CoNNaLLy. If they will all live,

Mr. Wirte. With the same mortality rates we now have, there
will be twice as many in this group as now. . .

That is an important point that must be considered in connection
with this problem, that no matter what is done there will be an in-
creasing number of aged, and there is bound to be an increasing cost
for the support of the aged.

Also I would like to call attention to this further fact, that the cost
of supporting the aged, is necessarily very great. That results from
the fact that old age is a long period of time. The present experience
tables indicate that a man who reaches the age of 65 on the average
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has an expectancy of 11 to 12 years. 'He can look ahead, if he has
average life, to 11 to 12 years more. Women can look shead to 15
years; that is the average expectancy for a woman who reaches the
age of 65. Eleven to 12 years or 15 years is a long period of time for
people who do not have any means.

o provide an income of $25 a month—the very low income of $25
a month—to a person after the age of 65, taking interest at 3 percent,
he must have laid aside $3,300 by the time he reaches the age of 65,
to give him an income of $25 a month for the balance of his life—the
11 or 12 years that the average man has shead of him—and a woman
will have to have laid aside $3,600. It is a large sum.

Senator CoNNaLLY. Have the processes by which man's life has
been extended made any improvement in his capacity for work after
he reaches 65 or any other age?

Mr. Wirre, I think that the end, Senator, of the working period
of life is & little longer than it was in earlier l§enerations, but there are
also countervailing tendencies, #s you well know, the tendency in
certain lines of work to refuse to employ people who are past middle
age; but, unquestionably, a person at the present time—the average
.woi'sgg—has a somewhat longer period of working life than he had
in .

Senator ConNaLLy. It may be that we are working to no real
purpose just to extend life if it is to be useless, unless it is to make
some valuable contribution to society. What is the value of simply
extending it in order to complicate our problems?

Mr. Wirte. That is of course & question of the value of life, and
I think you cannot measure it—I am sure you have not that thought—
simply in terms of dollars and cents and production,

Senator Gore. This will facilitate the distribution of wealth.

Mr. WirTe, Coming down to this question of how many of the
aged are dependent; or did you have another question, Senator?

Senator ConnaLLY. Noj; go right ahead.

Mr. WirTe. Comuig to this question of the number of the aged
who are dependent: In our report there is a statement which some
newspapers completely misinterpreted because they did not look at
the very next sentence. The sentence is that conservatively one-half
of the people now over 65 need support, are dependent on someone
else for support. That does not mean that they are dependent on the
public. As we state in our report, the largest number of people who
are dependent ave supported by their children, and under this legis-
lation they will continue to be supported by their children and should
be so supported. The ones who are dependent upon the public for
support are a much smaller number, )

At this point permit me to give you the afpron‘mate number of the
aged who are now in receip} of some sort of pension and the number
of the aged who are in receipt of public relief. Some of the pensions
are earned pensions, in the sense that they are built up by contribu-
tions, and some of them not. :

There are about 100,000 old people in public almshouses at the
present time. Most of those people need not only financial help, most
of them also need physical care. There is a somewhat larger number
than that in private homes for the aged. Many of these old people in
the private homes for the aged are paying their own way or their
children are paying their way. Some are charity cases. :
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There are about 140,000 lpem;iqners under industrial pension plans
in this country. Industrial pension plans cover at the present time
something like four or five million workers—plans that companies
have voluntarily set up—some of which are contributory and some of
which are non-contributory. Theie are about 15,000 pensioners under
trade-union plans,

Senator Gore. Fifteen thousand?

Mr. Wirre, Fifteen thousand. About 45,000 people pensioned
under the United States Employees Retirement Act, perhaps 5,000
under State retirement acts, 25,000 under teachers’ pension laws, and
probably an equal number under policemen and firemen pension
gystems that exist in municipalities.

Of co a much larger number of people than these age groups—
no definite figures—who are in receipt of veterans’ pensions.
25800&9,;01- Hastings. Isn’t that police group much larger than

Mr. Wirte. Actual pensions?

Senator Hastings., That are taken care of.

Mr. Wirte. I am citing the figures of those that are actually on

nsions. This is not an attempt to state how many people are
mcluded within these systems, but this is the number of the pen-
sioners, This is an account of the old people.

There are at the present time under State old-age pension laws,
eneral State old-sge pension laws in operation in 28 States. In
ctober of last year, there were 180,000 pensioners under State old-

age pension laws, ) ‘ .
e number on relief lists is not absolutely known, but based on
samples throughout the country, the estimate is arrived at that there
are approximately 700,000 peop}e over 65 years of age on relief lists,
toward which the Federal Government makes a contribution. In
some parts of the country there are a considerable number of the
ggod who are provided for on local relief without receiving an,
ederal assistance, That is generally the situation in New England,
for instance. In New England most of the old people that are on
relief are not on Federal emergency relief, and there are certain other
places in the country where the same situation exists. Most of the
old people that are on relief are included among those 700,000, but
there is an indefinite number beyond that, but probably not in excess
o Geontor Gone. Ha figured out at all the cost of carryi
-Senator Gore. Have you figured out a o cost of carrying
those 700,000 on relief roﬁs? . . .

Mr. WirTe. It is difficult to figure it. The average family receives
$23 a month on direct cash relief.

Senator Gore. That is the family?

. Mr. Wirze. Tha is the family, and generally for these old people
it means that the grandfather or the grandmother is being taken care
of as a member of the family group, although in some cases it means
an old couple is itself & fa group. As a member of the family
group, with an average of $23 per family, the actual allowances are
probai:ly not in excess of $5 additional for the grandfather or the

grandmother per month. . L

Senator Gors, Five dollars a month. This proposes to make it
$30 as sgainst $23 for the entire family.

116807—85—5
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-~ Mr. Wirte. Under relief. :

* Senator CoNNALLY. A moment ago you said there were a definite
‘number of old people now being supported by children, and that they
would be continued to be so supported. Is it not a fact and do you
not think if we adopt a plan like this, that a great many of those that
are now being supported, or similar cases, by the children, will be
pygorted, on this roll? That they will be anxious to get them on this
ro

" [ Mr, Wirre. This bill provides that _they shall be given support if
they have no other means of support. | I think that is true, Senator,
that in the course of time there might be a tendency toward the
increase of some weakening of the willingness of children to support
their parents. And this is not merely a matter of willingness.
want to call attention to the terrific havoc that has been created by
the present depression. Not only have old people’s savings been
wiped out, but also in many cases the savings of people who are well
along in years. Many of those people have lost their jobs. It is
ver{ doubtful whether they can in the remaining years of their life
make an adequate provision for old age.

Senator Gore. In not only old age but youth and middle age as

well.

Mr. Wirte. Youth has, we hope, a longer period ahead to build in,
-A man who is now 50, who has been completely wiped out and who
has lost his job, unless conditions improve very materially, will have &
hard time to make enough of a provision to take care of himself.
This affects also the children, Senator.

Senator Gore. On that point, what about superimposing upon
them the burden proposed in this fegislation? It is & pitiful situation,
-People have a hard time to feed themselves, and industry is prostrate
organized industry and individual industry, and everybody else, an
if you are going to pass on to the people that are alrea 3’ prostrate this
additional burden, I was wondering whether it would speed general
recovery or not. )

Senator HastiNags. Before you leave this particular point, if you
do not mind my interrupting you, because I am anxious to find ‘out
as nearly as we can, this number, The statement that you say has
been misconstrued by the newspapers in the report, I supposs, is this
statement which I quote:

At this time a conservative estimate i3 that at least one-half of the approxl-
x‘nat.ely‘seven and a half million people over 65 yeara now living are dependent

And the next paragraph:

Children, friends, and relatives have borne and still carry the major part of
the cost of supporting the aged. Several of the State surveys have disclosed
that from 30 to gg percent of the peopla over 65 years of age were being supported
in this way.

That is from the report. If you take that 30 to 50 percent and
figure it at 40 percent of 3,750,000, you will have 1,500,000 of this
aged group that are being taken caro of by the children. :

Mr. Witte. May 1 inten:u{)t, Senator? Excuse me,

Senator Hastings, Certainly. :

Mr. Wirre. That 30 or 50 percent relates to the total number of
the aged, not to those that are dependent; it includes those that are
supported by their children.
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Senator HasTings. You state here that a conservative eslimate is
that at least one-half of the approximately seven and a half million
people over 65 years of age now living are dependent, And you
state, “children, friends, and relatives have borne and still carry the
major part of the cost of supporting the aged.” Does that half refer
to those that are being supported by the children, or doesn't it?

hﬁ(llr. Wirte. Yes, it includes those who are being supported by their-
children. :

Senator HasTings. What are we to understand is the situation?
Do I take 40 percent of the 7}4 million, or 3 million, and deduct that
from the 3% million and leaving only one-half million?
~ Mr. Wirte. Yes, that is roughly the way you do it if you use those
figures only, but we also quoted in the report the figure that ai)_proxi-
mately 700,000 aged over 65 are on Federal emergency rolief lists at
the present time, also that there are a considerable number of people
on local relief lists that are not counted in that 700,000. How man,
nobody can tell for sure. We estimate between 100,000 and 150,000,
which would indicate on relief, roughly, let us say, 850,000. One
hundred and eighty thousand more are now in receigt of pensions
under general State old-age pension laws which, all of them, are based
on need; they are situated much like the people who are on relief.
The combined total will give you the old people who have no means of
support, whose children either cannot or do not support them—a
total of approximately 1 million.

Senator Hastings. Do we add that 180,000 to this 850,0007

Mr. Wirre, Yes, sir. ' .

Senator Hastings. Do we understand that the best estimate of
the committee is that there are a million people over 65 years of age
that need help, and not 3,750,000?

Mr. Wrrte. That is correct, Senator,

Senator HasTiNgs. That is correct?

Mr. Wirre. Yes. .

Senator HasTings. I am glad to get that information.

Mr. Wirre. Now, I want to say something about State old-age-
pension laws if you have no further questions on this matter of
dependent aged.

There are at 'this time 28 States, as well as Alaska and Hawaii,
which have State old-age pension laws, %eneml laws, that providoe
for the pa{‘ment of pensions to old ;l>eop e who lack the means of
support. These laws vary considerably.” We have in the statistical
data I have submitted, an analysis of these laws for your information.
Eight of the laws are optional. They are mostly the older laws.
They are optional in this sense, that the counties may or may not, as
they see fit, grant old-age pensions, and in all of those 28 States,
only soms of the counties actually are paying old-age pensions. The
other 15 States and the 2 Territories have laws that are statewide in
their operation. L

Senator Gore. Can you give the States and the age limit?

Mr. Witre. I will give you that in & minute. Four of the laws are
not in operation at this time, and a fifth is, for all practical purposes,
not in operation, These are all laws that were enacted in 1933, In
1933 nine State legislatures adopted laws and in 1934 another one was
added to this list. The great majority of the old-age-pension laws
are of recent origin. ‘There has been quite an increase in the number
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of pensioners, despite the financisl stringency of the States and
counties. A survey made by the Amerioan Association for Social
Security, which has promoted old-age-pension legislation in this
country more than any other organization——

Senator CosTioaN (interpolating), Is that the organization with
‘which Mr. Epstein is associated? :

Mr, WiTTE. Yes, sir; in 1033 there were 115,000 pensioners under
‘the State old-age pension laws. A questionnaire which we sent out
covering October 1934, 9 months later, disclosed 180,000.

Senator Gore. How much later?

Mr. Wirre. Nine months. '

* Senator Gore. Due to that tendenoy, do you not think that you
might reasonably assume that the States will take care of this problem
themselves?

Mr. Wirre. I think not, Senator, because the situation is that the
States, or so many of the States, and the localities are financially
unable to carry the load. While the number of pensioners has been
increasing dufing this period, the number of old people on relief has
grown probably even more vapidly. -

Senator Gore. My point is, the Federal Government is not going
to get nioney except from people who live in these various States,

Mr. Wrrre. That, of course, goes to the question of finances; that
ig a little Spart from the question I am taking up right now, if 1 may

e excused, '

Senator Gore. I do not want to thrust that into this situation.

_ Mr. Wirte. In most of the State laws, the counties either have to
pay all of the expense or most of the expense. - Some laws provide for
the State paying all of the expense. That is one reason, Senator,
why just leaving the situation the way it is is not likely to prove
adequate. So many of the counties atd utterly unable to meet that
burden ‘st the present time. '~ : .

On this question of the age that you asked about, 14 States have
a 70-year age limit, 1 State has an age limit of 68 and the balance
65. you have just about half of the group at 70 and half of the
group at 65. o ‘ ‘

Senator Gore. Are there any under 65? ‘

Mr. Wrrre: None under 65, except the Texritory of Alaska, which
has an age limit for women of 60, and 66 for the men. - -

The CHatrMAN, What is it in California? - :

Mr. Wirre. California, I think, has a 70-year limit—yes; it has a
70-year limit. S o

he CrairMaN. What are they paying in California?

Mr. Wirre. The maximuam pension in California is $1 & day.

Senator CosrioaN. How long a residence s required in California?

Mr. Wirze.: Fifteen years. Coe o Lmn

Senator Gore. There is no way of caloulating expectancies and
how long it will be if this law is passed, that the age limit will be
reduced to 60 from 65. T ’ ‘

Mr. Wirre. That will depend on the gction of the Congress, I
presume. - ‘ - : x

Senator Brack. There is no way of figuring either, how many more
will be "thrown out of employment under 65 or over 66 under’the
system we have. e ‘ '

The Ceamuman. Proceed, Doctor.
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Mr, Witrg: The resid mmqmremnta-—mmng thej—sre sen-

emll 100—'!15033;5; 5- eRTs is more common than 10,
o CBAIRMAN. . In u have pyt n at;10 yeara—«—»
r. WitTE (interru Pung ouse me, | lﬁvp, five
wnlnn the last ten before application, . ii..
The CualRMAN. It must be 5 years oi the 10 years It, doee uot
sai{;, shall be § contuulous years? ..
Wirre. No, sir

The CnAmuAN Do you not thmk that the bill ought to be chmged
in some respects in reference to that? . - .

Mr, Wirts, Of-qourse, that is & matter for you,r decxslon The
5—year residence requnrement.ns QuUilg lon resxdenco requirement.

The CuAIRMAN. UndepH ) 1 iy ed 5 ears in a State

of the 10 yeara, he copid get the pensxon nq that he had live
there, lived 4) yegp€in:the State but moved baol;j )
went into effect/but .had prior to. the liv
could come upger. the provisigns?

Mr. Wirtef Yes, sir.

- Senator (A pyza Wk

coming tq
amount ig$30 amonth,orSl .
lower ampunts.

fl‘omﬁto36,. thl5the "io Rm
.The CrAIR Have. manyo

sion, feiled to Qese. glgﬂu o

r. WiTTE. . es. 8 utua.tlonm tlns de rafion has been that
of an enormous increase g pumber of agadeo are dependent, who
cennot be provided for by thélreididfe because their.children have
lost employment or have lost their savinge: This also hes been true:

There has been s great mmgtauon fort e local officials: to place. the
old people on relief rather than to grantithem a pension, because on
relief the Federal Government has paid the larger part of the cost.
On old-age jons.the Fedeéral Government has thus far not paid
one cent. .This has nfeant that fox every old person or old couple that
has been granbed an old-age-pension, the States and couaties have
paid the entire expense, whereas in mosat parts of this country.il the
ooupla or the old person has been: g ut on rellef, theFedoral (tovern-
ment has paid most of the bill, - Obviously, the temptauon has been
to put them on relief.

'he CHAIRMAN,. Are you putting into the record at this pomt each
State that pays a pension for old age? ‘

r. ' Witte. We have this in one of the tables which you have lpm'-

mmed me to include as a supplement, this gives a detailed analysis
o}’ tall:l oxisting lawa, as well as the latest mformauon on t.he operauon
[} 688 QWB M RN I
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- The maximum pension payable is most commonly $30 a month;
some lower. North Dakota, for instance, has a maximum yearl
pension of $150—that is the lowest. There are none higher at this
time than $30 8 month. ‘

Senator HasTiNgs, A dollar a day?

Mr. WitTe. Yes. It would figure a few dollars inore by the day.
I am using that as being the same as 830 per month,

Senator Hastinags. Yes; because there are still 365 days in a year.

Mr. Wirre. Certainly.

The pensions actually granted vary with the needs of the applicant,
and any system of pensions based on need must provide for varying
pensions.

fTh::d (%mmum. Do not all of these States put it upon the question
of ne

Mr. Wirre. Yes, sir; every one of them. The term “old-age pen-
sions’’ implies need——it implies a person who does not have the means
of support, who must be provided for in some fashion. The actual
pension will vary with the need, .

Senator Gore. Do you know whether there is.a tendency or not
to (}l}re‘?t themselves of their property by such persons in order to
qualify ‘

Mr. Wirte. All State laws make it an offense to do that, and I
think, to date, at least, there is very little evidence that peopie have
done that. )

Senator Gore. In the home owners loan law that was passed, it
tempted a great many to put themselves in a position so that they
could qualify as being in distress.

Senator Hastings. I did not get [;'ohr answer to Senator Gore’s

uestion. What is your answer? Do they require them to divest
themselves of their proﬁerty? .

Mr. Wirre. No. (There are property qualifications in all of the
laws to start with. The property qualification usually is not more
than $3,000 of property, but there 1s a provision in the law—in all
of the laws—masking it an offense for old people to divest themselves
of property in order to qualify for a pension. Likewise, there are
provisions in nearly all of the laws under ‘which the States may re-
quire assignments of property as a condition of granting a pension,
and & provision further that the pensions granted shall be a lien
against the estate. That is apg\h in cases where it develops upon
the death of the pensioner that he had undisclosed ﬂmgerty. In the
case of a person not playing the game squarely or who has not played
the game squarely—if it develops that he has undisclosed property—
there is a lien for the amount of the pensions paid agsainst the property.

An assignment of the g;loPerty is required in certain instances.
An old couple may have building and loan stock, let us say, which
at this time, in many places, is not worth much, but may later have
value. They cannot live from the building and loan stock, but tha
mas‘; be taken as security for the pension, so far as it-is any security.

nator Gore. There is nothing in this bill which provides ‘that
after the death of the party if they leave an estate it can be applied
to the reimbursement of the Qoverment for the Eenslon peid.

Mr. Wirre. Yes, there is a clause in here. There is a section that

i

. the State law must require that the amount contributed toward ,

the pension by the Federal Government shall be a lien against the
estate of the decedent.
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Senator Gore. I knew that was in Senator Capper’s bill at the
last Congress.

Mr. Wirre. It is in this bill, Senator,

- The CHAIRMAN. Is there any discrimination in tiie States between
the sexes? .

Mr. Witte. No, not in the law.

The CHAIR2AN. That apjxhes both to the ladies and the gentlemen?

Mr. WitTE. Yes, sir, and I believe it has never been charged that
there is any actual discrimination.

- Senator Gore. Suppose an old couple, a husband and wife, would
they both be beneficiaries?
. Mr. Wrrre. They could be. Itis a matter of need and their other
income,

Senator HasTings. Before we leave that question of the assignment
of the property that they may own, do these State laws require that
they assign that Emperty? .

Mr. Wirte. That the administrator may require such assignment.

Senator HasTiNgs. That contribution which the State makes is a
lien against their estate at the time of their death?

Mr. Wirte. That is substantially true of all of the laws. Without
examining that closely, I could not tell you absolutely surely if that
is the provision in all of the laws. It 1s in substantially all of the
laws, at least. .. .

Senator CarPER. Can you express an opinion as to which of these
States has passed the most workable old-age pension laws, in the
light of the experience that has been had up to this time,

Mr. Wirre, The newer laws are the more liberal laws. Generally
I would say the laws of the States of New Work and Massachusetts
aro the two most liberal. They are the laws under which the largest
pensions have been paid, and in which the conditions, not with ref-
erence to age, the age limits are higher, are the most liberal. With
reference to residence qualifications, Delaware has the best law, as
well as in many other respects. .

Senator GorE. You say the later laws are the most liberal laws?

Mr. Wirre. Yes, sir; the later laws are the most liberal. The
older laws were optional county laws. They left it to the counties
and the State itself contributed nothing.

Senator Gore. That has been the tendency in the past, to liberalize
the laws.

* Mr. Wirre. Yes, sir.

Senator GoRg. ’fhmugh experience? .

Mr. Wirre.]] presume so. The actual amounts of pension paid
vary. I want to make that clear. They will vary with the need of
the old people. An old couple that live in a rural district and own
their own home, as so many old couples do, maybe they own even
a little piece of ground, all they will need is something for their
groceries and a small allowance for clothing, but after all a much
smaller amount than for an old couple that resides in an urban
center where they have no home, where rent must be furnished for
them, and where fuel must be furnished. It slways depends upon
the concrete situation, Under all laws the entire income is_taken
into consideration. They may have a few dollars of mcome.j

Senator Gore. That is under this bill?
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B_Ir.»th_‘t.vThis bill provides that tha pension shall be an amount
which when added to the income of the pensioner shall be sufficient’
to “Yronde ‘‘a reasonable subsistence ¢ampatible.with decency and
heslth,” ‘That is-the l:vll:ﬁutge of 'the. New York and the Massa-
chusetts laws, and that will vary with the circumstances,] :
Seiu;tor QGore. Fannors are not to be as well treated as the city
people? . L
.. Mr, Wirze. Oh, yes, they are. As a matter of fact, all statistics
indicate that there is a larger proportion of the aged in rural terri-
» in proportion to the population, than in urban territory.
nator Gore. Do you mean there are more voters in the country
then in the towns? ‘ .
Mr. Wirte. No; I meant the old people. Therd is a larger per-
centage of the old people in the rural territory, in towns and in small
villages, than in the urban centers. - . ‘
Senator CoNNALLY. You mean just of the ones that are in want
or of thc total? . . ‘
Mr. Wirre. All of them., Under either criteria. .
Senator ConnaLLY; They live longer in the contry?- i
- Mr. Wrrte. That is probably true. And I presume old couples
aro not as much attracted by the bright lights of the cities as the other
people. - They are more contented to remain in the rural areas,
Senator ConNaLLy. If they have remained in the rural areas
until:they are old, they have no business going to town then,
- Mr, Wirte. No; they have not. e
Senator Hasrings. 1 understood from Senator Wegner's testimony
yosterday that under this bill it was contemplated that the Federal
Government would contribute $16 per month, and sll the States that
r;l;tmlpawd in that Federal fund would also have to contribute at
t $15, but that it was left to the Administrator to say whether $15
pet month for that particulsr State contributed by the State was
sufficient to keep that person in health and decency as required by
this statute. Ce
Mr. Wirrg. This statute requires that the State law, in order to
get credit, in order to be entitled to any Federal aid, must give the old
couple or the old person a sufficient pension which, “when joined
with the income of that person and the person’s spouse,” is adequate
“to provide a reasonable subsistence compatible with decency and
health.” That may be $10 in certain circumstances and the total
cost may be $10, or it may be even less, because there may bo other
income sufficient except for a few dollars lacking to provide for that
old couple. There is nothingin the biil thatin all cases there must be
315 contributéd by the State, and it may be considerably more than
$30 total. In an urban center it is more than $30 on the average.
Senator Hastings. I got the distinct impression that every State
must contribute at least $15 before they can participate in this
Federal fund. You say that is not so.
Mr. Wirre. That is not true, I think. No.
Senator HasTiNgs. Are you quite certain of that?
Mr. Witte. Yes, sir, . ) )
Senator Hastings. So that the administrator of this law may decide
that one State shall contribute $5. - Does that mean that the Federal
Treasury will contribute only $5 or will it contribute $16? .
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- Mr. Wrriz: The: Federali Treasury contributés .one-half of the
amount contributed b{lthe State up to $15. ‘L R
Senator Hastinas. Up to $15? S C

- Mr. Wirre. Up to 815. And, Senator, the provision is not that the
State must pay a flat $5 pension or any flat amount. This bill con+
templates & supplement to the person’s income sufficient to support
him in decency and health. That will vary with different circums
stances. -~ =
- Senator Hastinas. Youmean in the same State? -

- Mr. WrrTe. In the same State and in the same community.

.. Senator Hastings. So that the suggestion made by Senator Gore
that you would not pay the man in the country perhaps as much as
you paid theman in t eci‘tly, is resally a serious question. .

r. WitTE. That would be the case, certainly. \Where you have to
grovide rent; Senator, it is a differeat matter from than: where you

ave to provide no rent. Tk o

Senator Hasrings. Youmesan that under this bill the Federal aduin-
istrator must ascertain for himself whether or not the various ainounts
paid to various people in s particular State comes within the definition
of adecent livinglnnd whatever the languageis, ’ ce

Mr. Wirre. Not in each oase, Senator, This contemplates that
the State law must include a provision like this Federal standard.
The State of New York and the State of Massachusetts now have this
language. This is the lanéu e from the New York and Massabhiu-
setts laws. - The State of California, my own State, Wisconsin, have
laws which say $30 a month. That sort of a law probably will not
comply with this requirement.. We expect that the States that now
have definité limits will substitute a standard that is flexible-—a
statute which says that the old person should receive an allowance
which with his own income and that of his spouse will be sufficient
“to glmvide a reasonable subsistence compatible with decenoy and
health””. The Federal Administrator will Judge, nerally, whether
-thatis being complied with., There is no thought that they well check

every case. ‘That sort of a machinery is not contemﬁla . .

Senator HasriNas. How many of these States that now provide
pensions provide for varying amounta?

Mr. Wizre. -All of them. . .

Senator Hasrinas. All of them do?

Mr. Wizte. That is the concept of an old-age pension.

Senator HasriNgs. It is not uniform?

Mr. Wirre. No, it is not uniform. .

Senator HasTings. And the amounts that you have mentioned
have been maximum amounts? :
' r. Wirre. That is it.. I have the actual amounts here. I want
‘to come to that right now if I may. -

Senator Byro. Do you agree with Senator Wagner that the mini-
mum of $40 should be paid by the State and the Federal Government?

Mr. Wrrte. In gll cases? ’

Senator Byrp. Yes. o

Mr. Wirre. That is contrary to the general concept and what
old-age pension laws provide. Old-age pensions have been a supple-
ment to other income in an amount sufficient to support old peoglle in
reasonable decency. That will vary with what income they them-
selves have, That will vary with the conditions under which they

hv?
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- -Benator Byap. Senafor Wagner stated, as I understood him yester-
day, that a minimum of $40 should be paid to each old person provided
they have no other income. S

{t ‘Mr. Witre. That might be his opinion, This bill does not require

. Senator Byrb. I ask you whether you agree with that from your
lnv&at ation. That probably i b .

r. Wirte. That probably is a proper payment in many situations.
In the city of New, Ygrk the average pensxl)on has been $40 a month or
a little better, while in New York State as a whole the averago has
been $22.18, f)_ecause obviously it costs a §reat deal more for an old
couple to live in New York City particularly if they do not own their
own home, as most people in New York City do not. The public has
to provide that if there is no other means of support. '
. Senator CostioaN. Do you regard a minimum of $40 as excessive

. in any part of the United States .

Mr, Witte. You mean with all other income taken into con-
sideration? ,

Senator CosTioaN. Taking that as the absolute income.

Mr. Wirte. You still would decuct, Senator, I teke it, the income
of the couple which they themselves might have?

Sénator CosTigaN. Certainly. .
© Mr. Wirre, That would still vary the pension. The pension
might be only a dollar,

nator CostiaaN. But do you regard a total minimum of $40 as
excossive? . .
Mr. Wirte. I do not think it is ekcessive; no.
Senator CostiaaN. In any part of the United States?
-Mr. Wirre. If you can afford it. ‘
* Senator GoRE. at about $200.
: &aughter.)
nator Hastings. Doctor, beforo you leave this—

Senator Gornp (interposing). I want the gentleman’s smile to go
into the record. . )

Senator Hastings., With reference to what Senator Byrd said was
Senator Wagner’s statement, I would like to read this statement from
Senator Wagner’s testimony and see if there is any part of it that you
disagree with. It take it that you do. I am quoting from page 13:

It {s Impossible to calculate the precise sums required for this task, Opinfons
will vary greatly sas to what constitutes fair standards of health and decency.
But if we accepf $40 per month per person as an immediate minimum goal, our
3,500,000 dependent old people need assistance to the extent of $1,680,006,000
per year, And this need will mount with alarming rapidity. .
I take it that in view of your testimony you do not agree with the
numbver because you said that the numbor is approximately
1,000 ,000 persons, . . .

Mr. WirTe. I do not think I differ with Senator Wagner. Senator
Wagner does not say that this is to come from the public treasury.
There are approximately 3,500,000 people who, from their own means
have not sufficient to live on, but most of them ere being supportec{
by their children and relatives and friends. ‘The bulk of this cost is
nciw being borne and will continue to be borne by the children and
relatives. .
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Senator HasTings., So.you do pat think Senator Wagner intended
to imply that it was necessary to appropriate from soma public funds
from the Federal anc? t% ) Sgte éreagui‘?erg, $1,680,000,00Q a year.
thl\tfr. Wirte, I am very certain the Senator could not have meant

at. , .

Senator Byrp. Doctor, I would like to ask this question: To
what extent is the ability of the children, the sons and the daughters,
to support their families, considered when tho sons and the daughters
are not under the roof of the parents? .

Mr. Wirre. If they are not under the roof of the parents, in most
States it is a requirement of the State statutes—not of the old-age
pension laws, but, I think, in all States, it is a requirement of the
geperal laws of the State—a provision in the poor laws—that children
must support their parents if they have the financial ability to do so.

Senator CoNnaLLY. Children that have been emancipated and
over 21 years of age? .

Mr. Wirre, Yes; that is the general requirement. And that re-
quirement is legally enforceable in most States. It is in our State..

Senator Gore. I know an institution which I won’t mention—it is
a home for the aged, which includes men and women. Some of
them, in addition to their support, get a little pension of about $10
a month. When those checks are received, their children drive in,
. some of them as many as a hundred miles, to take these miserable
little checks from the withered fingers of these old octogenarians,

Senator CONN%I,LY. _That institution is noy in my State, I may say.

Mr. Wirre. The children can be legally made to sup}m&t them.
The question that you raise, Senator, 18 what happens if there are
children, for instance in spother -State, who, won't sugﬂort their

arents, although they are able to? Of)vlousl , the public cannot
save these old people to starve. It has to take care of them, and
there are instances of children, unfortunately, who act as Senator
Gore described, and in that mstanhgﬁ I think that we will all agree
that, no matter how badly the children act, the public, if the old
peoﬁle have nothing to live on, must step in,  It, however, is a right
of the State to recoyer.from the children in practically every State
of the Union, if not in all of them. . L . -

Senator Byrp. WhatIwant to be very clearin my own mind upon is
this: If these old people applying for a pension have a son or daughter
with enough property to sugport them or enou(Fh income, they will
be denied a (Pension even though that son and daughter have left
the home and have other obligations?

Mr. Wirre. They can enforcs it. o

Senator Byrp. Is it proposed to do so under this legislation that
you have hore? =~ . ‘ S

Mr. Wirre. This legislation takes into account the actual situation
and leaves it up to the State administration to take the proper steps
to enforce the obligation of the children to support their parents. If,
in fact, thero are some old people who, although their children are
able to support them, are living in dire want, I think any humane
administrator will take care of them and then try to proceed to recover
the money from the children. You would have to take care of them
first; you cannot let the old poople starve. . ) L

Senator Byro. As a matter of fact, you have dictatorial power in
this legislation over what the State is permitted to do. You can
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deny the entire payment to the State, even though this money comes
from the State otiginally and goes into the Federal Treasury, you can
refuse to have it go back to & State unless tho State does the things
which your dictator under this bill sets up. Isn’t that true?

Mr. Witre. The pension must be an amount adequate to support
the old couﬁle in decency and health, . .

Senator Byrp. The administrator in Washington is to be the sole
udge as to whether or not a State recsives any of this appropriation
rom the Federal Government; isn't that. correct?

Mr. Wirre. I presume so. feis the same clause, the same sort of
standards you have for all kinds of aid. You have provisions, for
instance, in your highway grants of aid to the States, that the State
must comply with the prescribed standards, and as a matter of fact, I
think, no instance has yet occurred where a State has been denied its
allotments.

Senator Byrp. Yes; but I am answering the statement which you
make, in which you state that the States have a right to establish the
regulations. As a matter of fact, the Federal Government, through
the administrator, establishes them, and you are coercing the States
to do what the Federal Government desires, although the money
oﬂg}naﬂv comes from the States.

r. Wirte. We have very few standards. I think I can elaborate
on those in & moment, when I reach those. There are relatively fow
standards.

Senator Costiaan, The great merit of such legislation is that it
tends to bring about uniformity of standards in all the States.

Mr. Wirte. Certainly. I was at the point of the actual pensions

aid. I think that xls an important point, As the Sénator stated

ero, these are maximum amounts. The actual pensions paid in
1933, as this survoy of the American Association for Social Security
indicated, wero on the average slightly more than $19 a montb.
That was the actual pension paid in all pension cases in the country.
That average ranged from $24.35 in Massachusetts, $22.16 in New
York, down to $6.13 in Indiana. ] ,

The total cost at this time, based on our questionnaire—the total
cost of tho pensions paid to the 180,000 pensioners on the rolls in
October 1934 was $31,000,000, in round numbers. That is the
amount that the State and {ocal governments actually expended for
old-age pensions, The average cost in October 1934 was slightiy
less than $19. It has tended to go down rather than up, with the
financial stringency of tho States and counties.- .

That is an average. Individual cases run much higher. In New
York City the average is $40 a month, or a little more than $40. In
Now York State as a whole it is $22.16, but it is nearly double that
amount in New York City where it costs more for old people to live.

Senator HastiNags. What is the maximum in New York

Mr. Wirre. The maximum in New York is this standard we have
in the law. .

Senator HasTings. Without nsming an amount?

Mr. Wrrre. Without naming any amount. ‘‘A roasonable sub-
sistence compatible with decency and health”, is the language of the
New York and Massachusotts laws, and it is the lpng':mge of this bill,

The CrramuaN. This would not take away from them the right to
pay what they are paying now, but the Federal Government could go
up and match it up to $15?
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Mr. Wirre. That is right. e .

The CrairMAN. But it is possiblé for one getting $40 in New
York State now to get 8557 - = :

- Mr. Wiprz.. I think there are individual ceses in which they will
get s much as $60, depending entirely on their citcumstances. There
are some old people that still have dependent upon them some young
people.  There are grandparents that are su%portm? {ouz}g people—
where there is a family unit in which the head of the family is a
(g!randfather who is squortmg some grandchildren that are left by a

aughter that has died, for instance. There are circumnstances io
which the total allowance to take care of that family must be con-
siderably more than $30. There are plenty of other cases where
there is some other income, and the allowance can be a small amount
to supplement such income.

Senator Byrp. do I understand, Doctor,t hat this Administrator
has supreme power to deny a sovereign State of this Union any bene-
fits of this pension system at all unless that State complies with the
regulations that he makes and he thinks are proper.

113 Wirte. That is putting that in little stronger terms than I
would.

Senator Byrp. Is that not the truth under this legislation if it is
enacted as it now is?

Mr. Wirte. Perhaps, theoretically, so.

Senator Byrp, Not theoretically. You are writing a law.

Mr. Witte. You have the same thing in other instances——

Senator BYrp (interrupting): I want a simple answer to my ques-
tion, whether or not the Administrator can refuse any part of this
appropriation to a State if that State does not comply with regulations
which he desires.

Mr. Witte. Does not comply with the mﬁulations prescribed in
the statute; not the regulations he desires. The standards prescribed
in this law, .

Senator Byrp, The statutues do not go into details as to what is a
standard of decent lwmg. He can say what a standard of decent
living is, as to how much each £lirensionex' should obtain if the State
does not provide that additional money, and then, as I understand
it, the entire appropriation is denied to that particular State. Is
that true? .

Mr. Wirre. If a State law does not pay pensiohs adequate; but as I
say, it is for the provision of & reasonable subsistence compatible
with decency and health, - .

Senator Byrp. Who determines the standards of decency and

?
Mr. WirTe. In the first instance, the Stato administration. The
genera_l question whether a gart‘icular State meets these standards will
e decided by the Federal Government and the representative of tho
Federal Government. )

The CuairMAN. Is not the gro sition that you have certain rules
and regulations laid down in the law?

Mr, Wirte. In the law itself, .

The CHAIRMAN. As the State comes within the purview of the
proposition, they must present their {)lap to the administrator and
oll:tain h?is approval before the Federal aid goes to them, is that not
the case . . :
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Mr. Wirte. That is the case. .

Senator Byap. With all due respect to the distinguished chairman
of this committee, as I understand the bill, it gives to the Federal
administrator the right to set up certain standards of living, and if
those standards of living are not complied with, then that particular
State is denied any appropriation from this fund, and I would like to
‘have the witness answer the question yes or no.

“The CratrMaN., What do you say to that?

Mr, Wirte. 1 do not know that T can answer it yes or no, but if
I answered it in those terms, 1 would say no, Senator. There is no
suthority hers to the Administrator to set up rules and regulations
saying what shall be deemed an adequate standard of health. Theore
is no such authority in the bill.

Senator Byrp. But there is authority for the Administrator to
deny a State an appropriation unless he thinks that what that Stato
is doing is what he reg.ards 88 right in that respect.

Mr. Wirte. This bill, Senator, contemplates—this appropriation
will take effect July 1, 1936. Your State of Virginia passes an old-
age pension law. t us sas' that the law is passed this winter. It
submits that law to the Administrator prior to July 1, 1936. Ho
takes a look at the law and determines whether the four standards
of the law in here are in that act, and if it complies with that aét hé
sots aside, he is required to, under this bill, set aside an allotment
for that State. There is a clause in here under which the Adminis-
trator may stop a payment, may stop future payments if the State
violates these standards. ) .

Senator Byap. In other words, tho Administrator becomes the
dictator of State legislation, by your own statement.

hl\{r. Wirte. The law requires standards. The standards are in
tho law. ’ ‘

Sonator Byrp. A sovereiﬁn State must submit to the Federal
* Administrator a copy of the legislation before it is passed to ascortain
whother or not he approves it .

Mr. WirTe. That is the same provision you have in all other acts,

Senator Hastinegs, Let me see whether by reading this law it will
not make perfectly clear what is contemplated. It is found in section
4 of tho act. It says on page 3 [readingj:

A State plan for old-age assistance, offered by the State authority for approval,
shall be approved by the Administrator only if such plan—
and the particular paragraph is paragraph E on line 18—

shall be s,{:pmved by the Administrator only if such plan furnishes assistance at
least great enough to provide, when added to the income of the aged recipient, &
reasonable subsistence compatible with decency and health.

That is a part of it. And then it continues;

And whether or not it denfes aasfatance to an{ n%led genona, at least does not
deny asslstance to any person who haa resided In the State for 5 years or more
within the 10 years immediaiely preoeding application for assistance,

And '
Thizd: Has an fncome which when jolned with the fncome of such person’s

spouse, is inadequate to provide a reasonable subsistence compatible with de-
cency and health and {s over 65 years of age, ) - , ‘ .

ot cetera. ‘
That is the provision which Senator Byrd is talking about.
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Mr, Witre. Yes,
Senator Gore. It seens to me the point in that is who is to define
and interpret the phrase ‘‘decency and health”, and then who is to
decide whether the State lav- is compatible with the standard so fixed.
Mr. Wirre. The State law, Senator, states, as do the Massachu-
setts and New York laws—it is obvious that the Administrator at the
outset would have to say that New York and Massachusetts and anﬁ
.other State that writes that standard into its law is complying wit,
the law. A situation might arise where a State subsequently—it is
not likely to arise, but it might arise—in which n State despite this
law paid pensions which obviously did not complﬂ with its own act.
The Administrator could conceivable refuse an allowance. What I
mean is this: I want toillustrate that alittle. In the State of Nebras-
ke, because of the very bad conditions that have existed due to the
drought, under a new law that was enacted in 1933 pensions had been
Pmd of 82 a month in many of the counties, I think in a situation

iko that there would be & question whether the Federal Government
should match that $2 by $1, and there might be a question whether
that was complying with the law. There 13 not any question that
any Administrator could not refuse a State the credit because he
thought $24 on the averago was inadequate.

Senator Hastinags. He would have to, under this law. He would
have to refuse to match it under this law, -

Senator Gore. Why did you say Nebraska pays so low an amount
as $2 a month? .

Mr. Wirre. It is a law that came into operation this year. - It is
supe?orted by the counties only, and many of the counties are ahso-
}iut yhbroko; Nebraska being in the condition it is in. due to the

rought.

Senator GoRE. Is it your contention, then, that under this law that
the National Administrator of this law ought to make those counties,
whether they can or not, provide a larger amount than $2?

Senator CosTioaN. As & condition of advancing their proportion.

Senator GoRe. You say that they oannot because they are broke.
I do not know whether that would be regarded as a good excuse or not.

Senator HasTings. What is xour_ understanding under this law?
Could you say that the Federal Administrator would match it or could
match it under those circumstances? L.

Mr. Wirre. I would like to start with the beginning. Start off
with the very beimm of this act, July 1, 1035, If you will look
at section 6, you have there a provision that the Administrator is to
make an allotment at the beginning of the year to the State. There
hes not been any administration at the begi of the year.. The
State submits its law and this law contains ¢! rovision . The
Administrator at that stage certainly cannot say, “I refuse to set
up an allotment for this State that has this provision in the law.” It
could not say that the State of Virginis, for instance, having that pro-
vision, is not entitled to any allotment. The statute says that he
shall set it up. The State draws monthly on that allotment, but
there is this clause in the bill that the Administrator may withdraw——
section 7—the only clause that could come into the picture:

The Administrator may withdraw his approval of a State plan, if after his
gp&r&ml :&ereol such plan fails to comply with the conditions speciﬂ'ed in section
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And in section 3 of this act is_the provision whioch says that they
must provide a pension o people who are over 65 years of age and
who are not inmates of institutions, That is the only condition.

. Benator Hastings. Decency and health is in it, isn’t it?

Mr. Witre. Yes. . .

Senator Bysp. In the original instance, the approval must first be
obtained from the Federal Administrator as to the details and as to
the amount of money that the State will furnish?

Mr. Wirre. No; not as to tho details and the amount of money.
Matching the allotment that the Federal Government sets u;i‘ is
determined by the amount that the State has appropriated. The
onliv)question that will be before the Administrator at the beginning
is; Does the law of the State of Virginia, or any other State, comgly
with_the standards? Is that in the law? Is it there? He has
nothing else to j;gige by. The State of Virginia has a law, let us
assume, that as written, puts these standards into its law. .

Senator Byrp. Let us say that Senator Wagner, who is the chief
proponent of this legislation, is correct when he says that there
should be a minimum payment from all sources of 340 a month,
which under this legislation requires $15 fromn the Federal Govern-
ment and $25 from the State governments. If the Administrator
agrees with Senator Wagner, is 1t not true then that he could deny
a State any part of this appropriation unless that State contributed
gg‘,? or unless the total income of the old-age pension amounted to

Mr. Wirte. He certainly could not at the outset. That is very
obvious. The allotment must be set up. It will be drawn on monthly
on the basis of the actual expenditures of the State. Thereis a clause
that if the Administrator believes that the State is not complying
with these conditions, the payments may be stopped.

Senator Byrp. Just answer this Ylease. I have not had an oppor-
tunity to read the legislation carefu ly and you have. Is it true that
tho Administrator can set up a standard of decent living if he so
disposes, at 340, or $50, or $60 a month?

Mr. Wirte. I think not. I see no authority in the bill that he
can do so.

Senator Brack. May I ask just this one question? I am not sure
but I think we can clear this up. This bill specifically provides certain
things. I donot know what you think it does provide. You arenota
lawyer?

Mr. Wirte. No, sir.

Senator Bracx. This bill does specifically provide bheyond the
shadow of & doubt that the plans can bs approved-if they furnish
assistance at least great enough to provide, when added to the income
of the aged recipient, a reasonable subsistence compatible with de-
cency and health, and it doss undoubtedly provide that in case it fails
to meet that requirement, tho Administrator can notify the State
-authorities and shall notify the Secretary cf the Treasury to withhold
paymwments to such State. Undoubtedly the law as written, whatever
may be intended, gives to the Federal Administrator the right if the
State of Virginia, as suggested by the Senator, declines to pay $40 and
if the Administrator feels or belioves that anything under that amount
will not probably take care of the aged in line with his views that he
can stop paying, and the question is, is that what ia intended by the
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bill and is that what you understgod? Do the committee on social
security want a law which does give that authority to the Federal
Administrator, because this one does.

Senator Hastings. That is Senator Wagner’s interpretation of it,
too.

d Senator Brack. Oh, yes. There is no question but what this one
oes,

Mr. Wirte. It is the same provision that you have in all kinds of
aid laws. As a matter of fact, you have had a wealth of experience,
and you Senators can judge much better than I whether this clause
will mean that sort of interference or not.

Senator Brack. Do you think it should mean that? That is the
question? s )

Mr. Wirte. I think it should mean that if & State actually pays
$2, that the Federal Government should not attempt to match
amounts of that sort, and if it lpn.ys any reasonable amount, the
Federal Government, any Federal Administrator, I think, would not
as a matter of fact interfere with the State’s judgment in the matter,

Senator BLack. Then you do favor—because it secems to me it is
a question for the committee and tne Senate to determine whether
they want that—but you do favor giving such authority to the Federal
Administrator, so that if a State fails to meet what the Federal
Administrator feels to be necessary for decent subsistence, that he
could decline to match it with Federal funds. That is the idea of
the bill? That is your idea as to what the bili should contain?

Mr. Wirre. Certainly. Just as you do with highway aid and
every other aid. )

Senator Brack. That is one of the standards that is set up, and it
is recommended that the law provides that the Federal Administrator
can determine whether or not the State is meeting that standard?
That is what it does do? I do not think there is any question about
that, just as stated by Senator Byrd. . i

Senator Gore. Does this mean that these broke counties in Ne-
braska, if they did not put up $25 a month, that the Federal Adminis.
trator could withhold the $15 under this? .

Mr. Wirte. There is no $15 or $25 in this bill,

Senator HasTiNgs. A maximum of $15.

Mr, WirTe. A maximum of $15 for the Federal Government.

'The CuairMaN. I believe that for the record, in order to clarify
Senator Wagner’s statement, I should read briefly from his testimony.

Senator HastiNgs. Senator Wagner, do I underatand that if a State should
find itself in & position where it could not ralse more than $15 a month which is
admitted would not &pply to the requirements here—-

Senator WAGNER (ln?errupting}. hat Is not admitted.

Senator HasTincs. I got tho distinet impression that it took $40 a month to
make a decent living within the definition of this bill.

Senator Waangr. I think 1 said to Senator Couszens that there are different
sections of the country in which the economio conditlons are different, and
undoubtedly in some localities $30 would go further th~n 840 would in other
localities. So that I distinctly said that I think it Is uniform to make a uniform
and fixed rule as to that, my own opinlon were asked and I were to say, 1
would like to give $40. -

Senator Hastings. What page is that on?
The CHAIRMAN, Page 25.

116807—35—8
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Senator Byrp, What was the purpose in having the appointment
of the Administrator and a social board chosen solely by the Executive
without the consent and approval of the Senate?

Mr. Wirre. I do not get that, sir. .

Senator BYrp. Should not the nomination to this important office
be l&pprove.ad? .

r. Wirre. This does not state how the Federal Emergency Relief
Administrator shall be appointed.

Senator Byrp. You are going into a permanent propoesition now
that is going to last for generations to come. It seems to me he should
be approved by the Senate just as the Cabinet officers are and the
other important officers of the Government. I would like to know
why it was done as it was. .

Mr. Wrrre. This is not a statute setting up the Federal Emergency
Relief Administration. Your act set it ulg Freviously, and this does
provide thatin the event that the Federal Relief Administration ceases
to exist, then its functions under this bill may be transferred to some
other governmental department.

Senator Byrp. You regard this as a (yermanent department of the
Government for generations to come, do you not?

Mr. Wirre. Administration of the pensions is not work for one
department. This will be one function of one department, Senator.

nator Byap, Under what department will it function?

Mr. Wirte. As this act stands now, under the Federal Relief Ad-
ministration and its successors, whoever Congress may designate as
its successors,

Senator Gore. That would be the successor of Mr. Hopkins in
case he retired, probablgé

Senator Costiaan. Senator Wagner said, continuing what the
chairman read a moment ago:

" How else can we work it? We have to put large responsibility somewhere.
You have to trust somebody In these matters. e cannot sit here and pass
upon each individual case as legislators.

Is that your own judgment?

Mr. Witte. Yes; somebody must judge. That does not mean
every case, but it does mean that in a situation where it is very
evident that a State is not complying with the Federal standards—
where, for instance, although it has a statute which says, ““We will
pay a pension to people under 70 years of age”, nobody in the State
‘ever receives a pension who is under 76—obviously in such a situe-
tion the administration would have a right to stop the allotments to
that State. I think it is cerlainly questionable whether the Congress
would want to appropriate those funds when a State, despite the
fact that its law provided that a pension shall be paid to those over
70, actually did not paf any pension to those who were under 75.

8enator Costioan. It is then your judgment that the section is
desirable and of advantage to the State of Virginia rather than a
disadvantage.

Mr, Wirte, That is my thought, It will secure a degree of uni-
formity, as similar provisions in other aid laws have secured. In
actual practice I think that no Administrator will ant unreasonably.
1 think you have to place reliance on your public officials to act within
reason, .
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- Senator Byap. You are clear in your own mind now that this act
does give the Administrator right in the first instance——

Mr, Wirte (interrupting). Not the first time. The first time there
is nothing that he can do except look at the law,

Senator Byrp. He can determine whether the State legialation sets
up a decent standard of living. If it does not do that in his judgment,
then he can deny the contribution of that State. You admitted that
a little while ago in answer to a question from Senator Black, so I
hope that your mind is still clear on that.

ir. Witte. If the State law provides, as does the State law of
Massachusetts and of New York, the Administrator obviously would
have to approve the law.

Senator Byro. In other words, you start off with the first proposi-
tion that the legislation passed ﬁy the States must be approved by
the Federal Administrator before that particular State can receive
any berllleﬁts from this appropriation. There is no difference between
us on that.
wThe? CuairMaN, There is no doubt about that is there, Doctor

itte

Mr. WirTe. Obviously somebody has to determine whether these
States are— .

Senator Byrp (interrupting). You said a little while ago that that
was not the case and I want to be certain that you and I agree on
that, because to me that is a very important question. .

Mk, Wirre. All you have to do is to write three lines in your
Yirﬁ;inia law to meot that. If those lines are in there, you are all
right. . . .

Senator Brack. That would mean if he writes the lines that you -
slate, if he writes these words, then they have met it in the initial
oufsct. ‘

Mr. Wirre. Certainly, . ’

Senator Brack. If he simply puts in the law that the State shall
}]J‘ay a reasonable subsistence compatible with decency and health.

hat is correct as to the initial passage of the law?

Mr. WirTE. Certainle'. .

Senator Brack. If after that the State of Virginia should conclude
to pay only $10 a month and the Federal Administrator concluded
that that was not sufficient to give reasonable subsistence compatible
with decenoy and health, then the Fedoral Administrator could in
his discretion cut off the payments from the Federal Government to
the State of Virginia. . :

Mr. WirTE. Yos, sir.

Senator BLack. That is correct?

Mr. WirTE. Yes, sir. :

Senator. Byrp. That is not what I understand. He will be forced
to do that because tho State has to contribute $15,

Mr. Witre. No; that is a mistake. Thatis notin the law.

Senator Hastings., Doctor, I would like to ask you this ques-
tion—— ,

Senator Byap (interrupting). Excuse me, Senator. Can I get this
clear? Do I understand then that the Federal Government would
contribute more than the State would contribute?

Mr. Wirre. No. )

Senator Byrp. In other words, could the State contribute $10?
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Mr. Wirre. Thé State might contribute $5 and the Federal Govern-
ment might contribute $5, and that might be adequate. It will, in
many cases.

. Senator Byrp. That is true, but it goes back to the other proposi-
tion that you could set the standard of living at $40 or $50 in the
judgment and discretion of the Administrator. I am speaking as a
matter of law and not what the Administrator will do, I am assuming
that heis in sympathy with Senator Wagner who is the chief exponent
and perhaps the greatest student of this legislation. Butif the State
administrator should fix it at $40 he could deny Virginia a part of this
under those conditions; is that true?

Mr. Wirre. It might be. But I say there is no authority in the
Administrator to say that $40 is the minimum. That is not it, He
has to make a finding; he will have to determine that Virginia is not
Erovidmg ‘‘a reasonable subsistence compatible with decency and

ealth.”” That means a varying ar ount under varying conditions.

Senator Bynp. Still it gots down to the dollars and cents of what

you regard as a standard of living and what creates that standard of

ving, and that is money; therefore Eou have to get down to the
amount of money which is contributed by the State, which is a definite
amount.

Senator Hastings, I would like to inquire, from the committee's
point of view, what is the objection in the illustration that you have
given where, because of the serious conditions Nebraska found itself
able only to pay $2 a month. What is the objection to the Federal
Government contributiu%la like amount of $2 a month when it is
shown conclusively that that is all that the State could afford to pay?
Is that not all the more reason why the Federal Government should
contribute when the State has gotten to a position where it cannot
pay more than a small sum like that?

r. Wirte. If you state it like that, that would be correct, if
actually that was all that they could %ay. We now know through
experience with emergency relief—we have had the same situation
with reference to emerﬁency relief, the Administrator has discretion
to require—in fact he has much wider discretion than he has under
this bill—and under that bill we know that some communities have
not done their fair share. If this is all they can actually do, that is
" one thing. .

Senator Hastings. This law does not permit the Administrator,
though, to contribute under circumstances like that.

Mr. Witre. Yes, it does.

Sensator Hastings. Well, no; it does not.

Mr. Wirte. He has to stop, you mean?

Senator Hastings. He has to stop.

Mr. Wirte. It is in his discretion.

Senator Hastinas. Oh, no, not at all.

Mr. WirtE, Section 7, Senator. . ) )

Senator HastiNgs. Oh, yes. You mean it is in his discretion?

Mr. Wirre. The only case, as this discussion has brought out, is
that efter an allotment has been made, the Administrator may stop
the allotment. The Administrator may withdraw his approval of
the State plan if after hia :Eproval thereof such plan fsils to compl,
with the conditions specified in section 3 of this act. In cases of suc
withdrawal, he shall notify the local authorities.
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Senator Hastings. That is an additional gower given him,

M{ Wirre. That is the only power that he has to stop this allot-
ment.

The Cuarman, Dr. Witte, the committee will appreciate it if you
can return in the morning. Miss Perkins has been before the House
Ways and Means Committee, and it is rather late now, and we will
hear Miss Perkins Friday morning. That will be more convenient to
her, and Mr. Green, of the American Federation of Labor, will be
here in the morning also.

I would like for the committee to go into executive session for a
few minutes. There is & matter of some importance which I want to
take up with them. We will adjourn now until tomorrow morning at
10 o’clock.

(Whereupon, at 11:50 a. m., an adjournment was taken until
10 a. m, of the following day, Thursday, Jan. 24, 1935.)






ECONOMIC SECURITY ACT

THURSDAY, JANUARY 34, 1035

UNiTep STATES SENATE,
CoxmiTiEE ON FINANCE
Washington, D. C. -
The committee met, pursuant to call, at 10 a. m,, in the Finance
Committee room, Senate Office Building, Senator Pat Harrison
(chairman) gresidmg. ,
Present: Senators Harrison (chairman), Xing, Barkley, Connally,
Gore, Cosugan, Clark, Byrd, Lonergan, Black, QGerry, QGuffey,
Keves, La Follette, Hastings, and Capper.
The Crarrman. All right Mr. Witte, we will proceed.

STATEMENT OF EDWIN E, WITTE, EXECUTIVE DIRECTOR COM-
MITTEE ON ECONOMIC SECURITY—Resumed

Mr. Wirre. With reference to the matter that was discussed
yesterday, the matter of standards and administrative control over
the standards, I would like to say that that, of course, is entirely a
matter for legislative determination. There are three courses of
action that are possible, One course of action is simply. to strike out
section 7, which would leave the standards prescribed but would not
vest in any administrative officer the power to stop allotments after
they had been set up. .

. Another poscibility is the establishment of minimum standards
directly in the law. If you prefer, you can substitute for the present
provision—

The Crairman. That is section 4? . o

Mr. Wirte, Section 3 and gar&graph (3) of subsection (e) of section
4. The provision is that the State law must provide for payment of a
pension “‘assuring a reasonsble subsistence compatible with decency
and health.” Yon ean substitute for that, if you see fit, a minimum
standard. ) L

The third possibility is the one which appeared to our Committee
the most advisable, vesting in some administrative. official of the
Government the authority to determine whether the, standard now

-in the bill is being observed., That appealed to the Committee as
being the course which would create the least difficulty because it
would permit of adjustments for all portions of the country. It has
not been the thought of the Committee on Economio Security that a
$40 minimum, for Instance, is a proper standerd in every portion of the
country.

The” CuairmMaN. Where do you get this $40 minimum? It is
fixed pretty well in here at $30 minimum, isn't it? .

Mr. Witte. I think that statement came from certain testimony
of Senator Wagner.

81
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The CuairMaN. Well, Senator Wagner was merely expressing his
own opinion, that he was willing to go on with $40.

Mr. WitTe. And $40 is mbably the minimum in New York City,
but it is quite a different thing in & remote rural section.

The CaairmMaN. Well, he stated that in his testimony.

Mr. WirTe. If the provision is left flexible rather than definite it
seemed to our committee that this afforded the best opportunity to
meet the varying conditions throughout the country. If you prefer
to write into the law a minimum of $30 or a minimium of 340, or any
other amount, that is within your authority. It seemed to us, how-
ever, that under all of the differing circumstances presented in this
great country of ours that the most feasible Policy would be to vest
some discretion in an administrative official. That is entirely for
your determination. .

Senator Gore. Mr. Witte, do fou think in a country like this,
where equality is a tenet of our liberal creed, that you can, in the
long run, establish and maintain an inequality of that sort between
the city and the country?

Mr. Wirte. I think, Senator, there is equality here. The equality
isJthat in the rural district as well as in the industrial communities
the allowances must be sufficient, with other income, to provide “a
geasonsl?le subsistence compatible with decency and health.” That
1s equality.

Senator Gore. Hereis what I am getting at. That isone standard,
and it is not a bad definition either, but suppose the people in the
country are not satisfied with it and they get on the backs of their
l()oll\llgressmen and Senators and say, “I am just as good as the ‘fellows’
in New York City; I have paid taxes in my time.” Do you think the
members in Congress are going to vote to maintain an inequality of
that sort against the ternfic pressure on the part of those who feel
they ate discriminated against?

Mr. Wirre. That is one reason, Senator, why the limit of what the
Federal Government will pay is specified in this bill as $156 & case;
that equalizes the Federal grants between the city and country.

Senator Gore. You do not expect that limit to last 5 years, do you?

Mr. Wirre. That will be up to Congress.

Sneator Gore. Absolutely. Pressure will make them raise that.
This pressure is irresistible.

Mr. Wirre. Whether you write the definite amount in or write a
more flexible standard, it seems to me you would have the same
pressure, Senator.

The CHaIrRMAN. Of course you and your associates have discussed
this a good deal, I suppose, and have considered the proposition of
whether or not the States would put up an equal amount for old-age
pensions as is put up by the Government, the Federal Government,
under such laws as may be passed by each State up to $15 a person.
You considered that, did you, just leaving it that way without putting
a definition in such as you have here, *‘a reasonable subsistence com-
patible with decency and health’’?

Mr. Witte. Writing no other standard than that the Federal
Government will match the States?

The CHalRMAN, And leave that entirely to the States as to what
amount they are going to pay and the Federal Government pay up
to $15. Of course there is no limitation as to the amount the States
might give to any old-age pension.
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Mr. Witte. Asl stated, Senator that is one of three courses that is-

open. Itseemed to us more desirable to write a flexible stundard, but
that is entirely for your judgment.

On this first title the only other matter I think I have not dealt with,
unless the Senators have questions, is the matter of cost. I have
four tables that I would like to submit at this point as a part of the
record, if I might. These are estimates of the cost of a Federal sub-
sidy for old-age assistance, provided for in title 1, and two sets of esti-
mates, one prepared by the staff of our committee, first on the basis
of the cost if you do not establish a contributory annuity system
simultaneously or practically simultaneously, and the other an esti-
mate of what will be the cost of these pensions in the years fo come
with a contributory annuity system. Second, I have estimates by
our consulting actuaries giving the same data. The consulting
actuaries’ figures are considerably higher and take into account the
H‘robable tendency for the pensions to increase in the course of time.

hese tables give the best estimates that we can got on the probable
cost in the future. They are maximuin estimates of cost computed
by our consulting ectuaries, on the assumption that every State in
the Union will have an old-age pension law in operation by the time
this appropriation takes effect, which is July 1, 1935.

(The documents referred to are as follows:)

TasLe I.—Amount of Federal subtidy lo State old-age pension plans, without o
contribulory system
[Estimate of the staff of the Committee on Ec¢ ing (1) 4 dency ratio of 13 per-
cent [n I

Security, P
increasing thereafter to maximum of 40 percent {n 1041 and subesquent years; (2) aversge
z"early gﬁnt of $20 per month; (3) Federal subsidy of one-half total paymeants, snd one-haif administra-
¥0 008

Number re-] Amount of Number rel Amount of
Year celving old-] Federal sub- Year osiving old-{ Federal sub- .
age grants sidy age grants sidy
(1,000) ($1,000,000) (1,000) | ($1,000,000)

e
£
bood
1
=2

S

1 Full-year cost reduced for administration 1sg.

TasLE I1.—Amount of Federal subsidy to State old-age pension piam, vith con-

tribulory annuily system olso in operation

[Estimstes of tke stafl of the Committee on Economio Seenril{ assuming (1) dependency ralio of 18 pecoent
im 1934, {ncreating thereafter to maximum of 40 percent {n %61 and 'dy;m: ﬂz yensl
grant of $20 per month; (3) Federal subsidy of onogill totsl paymeats, and one-half of istrative m‘

Numbee | Amount of Focaivhog | Apoant ot
Year ckhf: subeidy Year old—:{: subs %

ﬂ"‘mo) ($1,000,000) h,000) | (41/000,000)
1938, 897 172.2 2114 206. 4
1097. . 1,046 138 2,650 30
1938 - 1, 200 15.2 2,588 3258
1939. N 1,872 172.8 2,497 4.6
1840 ! 1,880 .1 2,448 8.2
1045 N 1,718 2102 2,302 1.4
18%0.. . 1,880 869

.

1 Full-year oost reduced for administration lag.
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Tasre 1II—Amouni of Pederal subsidy to Siate old-age-pension plans without o
. . contridulory system

{Estimate of the oonsult% tuaries of the C ittee on F 1o Security, assuming: (lzn!)e ndency
natio of 15 »t In 1 increasing to 20 percent in 1937, 35 percent In 1! 30 peroent lﬂ&e& I
oent (n 104b, and ¢ mazimum of gf"&m £ 1907 and subseguent

hereafter, b{ 1 percent increments, to um

;un: (2) average total grant of per month from State and Federal Governmects combined; (3
'ederal subsidy of one-half of total costs, excluding that portion of lndlvidung{nnts In excess of $0 pee

mooth ard that portion of administration expenses in excess of 10 percent of total pension payments]

Numbes A Number
mount Amount
recelving | or'Foderst recelving | of Federal
Year old-age subsid Year old-age subsid
ooy | @ 1000,000) ooy | 000,050)
5,844 839.7
6, 801 1,035 8
7,169 1,091.8
7,583 1,140.9
007 1,210.1
8,501 1,243

TasLe 1V.—Amount of Federal subsidy to Stale old-age-pension plans, with con-
tributory annuily system also in operation

[Estimates of the consulting actuaries of the Committes on Economic Semrnwssumin : (1) Contribu-.
tor‘y old-age-insurance in eflect; () dependency ratio of 15 percent §n 1334, increasing to 20 percent
1n 1937, 25 percent in 1938, 30 percent in 1939, 33 percent {n 1940, and thereafter, by 1 percent increments,
to maximum of 50 gereen! 1071957 and sub<squent years; g) average total grant of $23 per month from
8tate and Federal Governments combined; (4) Federal subsidy of one-half of total costs, excluding that
portion of Individual grants in excess of $30 per month and that portion of sdministration expenses in
excess of 10 percent of pension payments]

Namber |, Numbez
mouxt of Amount of
ml»ivin: Federsl reeeljlng Federsl
Year ol d-ag: subsl%& Year oldA :f: xubsl%&)
f', ;"nwo) ($1,000,000) 1,000) | ($1,000,000)
897 3,752 571.3
. ,%7 3 578.0
1,768 3,498 5323
2,287 3,317 sid.1
2,748 3,344 600, 1
3,208 3,308 53.6
3,828

Senator Gore. What do you base that assumption on? Is it on
information that you received from the several States?

Mr. Wirre. No; it is the actuaries’ estimate of what would be the
maximum cost, It 18 not what our committee believes will be the
actual cost,

Senator Gore. Yes. )

Mr. Wirte. On the assumption that every State will have a law in
operation July 1, 1935, and that all people now dependent would
c‘l]mllfy from the first (iay on—which, I think you appreciate and
the actuaries themselves stated, is an over-estimate, because it does
not take into account what tfxey call the practical lag—on that
assumption, and assuming that in the first year 156 percent of all the
people over 65 years of age will qualify——

Senator Gore. Fifteen percent?

Mr. Wirre. Fifteen percent.

Senator GorE. Yes, sir. .

Mr. Wirre. And that the pensions will average $25 per person—
which is also an estimate in excess of anything that is likely, at least
in the first years of the act as the actual average has been $19 a
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month—the actuaries arrived at a figure of $136,000,000 for the first
year, and increasing amounts thereafter. The pension costs will in-
crease because of expected inoreases in dependency and still more
because of the expected increases in the number of old people. The
final cost of old-age pensions to the Federal Government, if you do
not adopt a contributory system, according to the actuaries’ esti-
mates will be $1,300,000,000, in 1980. According to the actuaries, if
simultaneously you adopt a system of contributory annuities that
cost will not be $1,300,000,000 in 1980, but will be $500,000,000. There
will still be pensions, even with a contributory annuity system, for
the reason that the contributory annuity system can be made
alll)plicable onlg to emEloyed persons. Forty percent of the persons
that are classified in the census as being gainfully occupied are not
employed persons, they are self-employed 'Kleirsons, the farmers, the
business men, the professional people. While a smaller percentage
of these self-employed people are probably in need of pensions, never-
theless it is a common observation that even people who have had a
good income during a part of their life frequently at the age of 65 are
without any income.

Those are outside estimates. Our staff is of the opinion that those
estimates will not be attained. We believe that the pensions will
not go up as much as the actuaries have calculated—it 1s all an esti-
mate. But this is true, that the pension costs will materially increass
in future years, due primarily to the fact that the number of old people
is steadily increasing and there is a high degree of probability that the
ratio of the dependency will also increase.

In the first year, it has been the thought of our Committeo that
$50,000,000 will be sufficient. We errive at this figure in this manner:
Two-thirds of the country is now in territory in which old-age pension
systems are in operation. In that territory the old-age pensions
actually granted amounted to $31,000,000 per year. Thst is the
present expenditure. Helf of this is $15,500,000. So we believe that
$50,000,000 is probably an adequate figure for the first year, takin
into consideration that 20 States do not have a pension law now an
while a considerable number of these States will probably enact
laws before July 1, 1935, they will not all do so at once.

Senator Gore. Have you ever figured, Mr. Witte, whether or not
these appropriations, the expenditures by the States on old-age
pensions, are limited by the fact that when people in the State pay
taxes they know they are paying taxes, and they have a check on it,
but when the Federal Government enters into this scheme, then they
have no check on who is paying the taxes, they think nobody is paying
the taxes, that it is just bounty coming from Santa Claus, or somebody
else, there is no check on that?

Mr. WirTE. Senator, that is the double check that we have in this
bill. The great protection of the Federal Government is that the
States pay at least half the cost.

Senator Gore. Yes.

Mr. Witre. That is the double check. We feel that this will
protect the Federal Treasury and that this is ample protection.

Senator Gore. On that point now, you estimate that the total
expenditure will be $1,300,000,000 by the year 1980. Would you
be surprised if it woyld reach that figure by 1950?

Mr. WirTe. I would be greatly surprised.

NPT e e A s e
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. Senator Gorg. I hope that some curious historian will then check
the record of thia day. C . . L.

Senator Hastings. In that connection I should like to inquire
whether in your estimates as to the increass it is confined to the in-
crease in old persons only, or have you taken into consideration the
tendency, when you establish old age peasions, for the aged persons to
come into those bounties when they would otherwise get along with the
help of their children and other sources?

Mr. Write. We have taken into consideration that tendency.
Costs will increase not only because of the factor that you mentioned
now, Senator, but also the factor that at this time, as a result of the
depression, people past middle age have lost their life’s accumulations,
so many of them, and that dependency in the years immediately
ahead will probably be very much greater than it was before the
depression. Qur actuaries have taken into consideration this factor,
and so has the staff, that there will probably be an increasing rate of
dependency. The actuaries start with a 15-percent dependency rate,
which they estimate will increase quite rapidly so that by 1940 there
will be a 33-percent dependency, and they finally reached a figure of
50-percent dependency.

Senator Gore. You mean of people 65 years of age and over? |

Mr. Wirre. Yes, sir; our staff feels that that is too high an esti-
mate, based on the experience of other countries. Tha Domimon of
Canada has had an act of this kind in operation since 1927, under
which the Dominion pays 75 percent of the pension cost and the
Provinces pay 25 percent of the pension cost. In Canada, there has
been, in this period of depression, as you might expect, a tendency for
an increasing number of persons to get on the pension lists, because
actually people have bcen dependent—we have had them on the
relief list an theg' put them on the pension list—but in Canada the
dependency rate has not approached these maximum figures that our
actuaries estimate. We do allow for that factor, Senator; we allow
very heavily for that factor. There must also be taken into consider-
ation the increasing number of aged in this countﬁy.

. Senator Gore. Mr. Witte, can that go on indefinitely with the
diminishing birth rate? 1 do not have the statistics on that.

Mr. Witte. No; by 1980 we have reached the same position—
that is the assumption—the same position that European countries
have reached already, a condition where the population is practi-
cally stationary, and after that births will once more equal deaths.

he CuAIRMAN. What do they pay on old age pensions in England?

Mr. Wirte. The noncontributory old-age system pays 10 shillings
a week, Ten shillings is, in our money, $2.50.

Senator Gore. Where is that?

Senator HastiNgs. In England.

Mr, Wirre. In England, In Canada, the pension is $20, a maxi-
mum of $20. That is, the contribution on the part of the national
government is figured on $20.

Senator CostiaaN. Mr. Witte, your figures provide a basis for
calculating the increased cost of pensions if they are raised to $40
per month, do they?

Mr. Wirte. No; the increased cost will probably not be very
great;{ I assume you meant a $20 maximum for the Federal Govern-
ment
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Senator CosTiGAN. $20 or $25. .

Mr. Wirre. It is very doubtful whether in most States of the
Union the pensions would be very large if you made the maximum
that the Federal Government would pay $20 instead of $15. The
would be larger in the urban centers. In New York City, as I stated,
the pensions now are $40 on the average, and if you take off the liinit
for the cases in New York City you will be paying $20. For the
cases in the rural territory it is not expected that the g)ensions will
be, at least initially, even as high as $30, because many of these people
have some income of their own and you do not have to pay the whole
cost.

Senator CostiaaN, Are you in position to place in the record the
Federal Government’s share of this expense, provided Congress
determines to raise the Federal contribution to $20 or $25 a month?
Could you do that during the day, if not at this moment?

Mr. Wirte. I think that is given in the tables of staff estimates.
I think that the $25 estimate would be ample even if you take off
the entire $15 limit, and say, “You will pay half the pension cost, if
you see fit to do that.” I think the average would not be over $25,
even in that event. It would, perhaps in future years, but not at the
present time.

Senator HasTiNGs. Have you any estimate as to how many wage
earners, under this plan, would be contributing to this fund?

Mr. Wirrs, That is the contributory system, Senator? These
figures all relate to noncontributory system, and this big estimate of
$1,300,000,000 by 1980 assumes you are not starting a contributory
system at the same time. If you start a contributory system you
bring down the cost.

Senator CosTiGaN. You are referring to old-age pensions as applied
to people now 65 years or more of age?

Mr. Wirte. Yes. . .

Senator Hasrinas. What you are now talking about has nothing
to do with the contributory systein?

Mr. Wirte. No, sir. )

Senator Brack. I understood you to say, Mr. Wirre. that if the
contributory sistem was adopted that the $1,300,000,000 would be
reduced to probably $500,000,000?

Mr. Wirte. Yes, sir. | . .

Senator Brack. So that in that estimate you did give that figure
assuming that the contributory system would be adopted?

Mr. Wirte. This contributory system outlined in the bill.

Senator HasTings. There is another question. I might as well
ask it here as some other place. Hav:qﬁou any estimate as to how
many people, how many wage earners, will be compelled to contribute
to this fund when this act goes into effect on January 1, 10377

Mr, Wirre. The entire number of wage earners in the country?

Senator HasTings. Yes,

Mr. Witre. The number is approximately 40,000,000.

Senator HasTiNgs. That is what I think—about 40,000,000.

Mr, Wrrre, Yes, . - , .

Senator Hastines. Has it occurred to the committee what might
happen to this'long-time planning if that 40,000,000 began to resent
that tax that they have to pay out of their week'ly wage? .

Mr. Wirte. I présume they would “up’’ the annuities, and ‘“up”
the cost of the Government, if there were that sort of a feeling.
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Senator HasTings. Of course you appreciate if 40,000,000 people
in this country made up their minds that they did not like it, it would
end the whole business, wouldn’t it? :

Mr. Wirte. The thing they would then be demanding would be
fenspons without contribution. Now, as & matter of fact, Senator,

think this depression has made people realize—even younger people
realize—the necessity for making provision for old age to a much
greater oxtent than prior to the depression. I doubt whether a
contributory annuity system is resented by labor. Even younger
workers appreciate what a problem it is to make_provision for old
age. Their own parents are at present in distress in many instances
and they know, as they have never known before, how vitally neces-
sary it is to make some provision for old age.

Senator HasTines, The other day Senator Wagner called our
attention to the fact that in the prosperous year of 1929 there were
6,000,000 families earning less than a thousand dollars annually, that
there were 16,000,000 families earning less than $2,000 a year, and
20,000,000 families earning less than $2,500 a yesr. Now if you
assume that those maximum figures were being earned by these
families it would amount to $88,000,000,000, and the annual tax on
that, to begin with, would be $440,000,000.

Mr. Wirte. I did not understand the figures, Senator.

Senator HasTiNGs. That if you have 6,000,000 families and figure
them at a thousand dollars & family, and 16,000,000 at $2,000 a
family, and 20,000,000 families at $2,600, you would have a total of
$88,000,000,000 that those families would be receiving, and if you
put a one-half of 1 percent tax on them, I think it amounts to $440,-
000,000. Now I am wondering, with those average salaries already
very low and with the families needing every cent they can §et,
whether or not they are going to be willing that $440,000,000 shall be
taken out of them for any purpose, even though you try to convince
them that it was, in the end, for their own good. '

Mr, Wirre. I do not quite understand the figures. Ihave not had
an opportunity to examine them,

Senator HasTiNGs. Assuming those figures to be correct, do you not
think those lpeople will rise up and have a lot to say about it, have a
lot of complaint to make long before this thing is 1n operation, very
long, and which might result in ending the whole business?

Mr. Wirre. My answer to that, Senator, is this: The poorest
people now know what old age costs. If not in the average case then
1n any number of cases these people are now supporting, at tremendous
sacrifices, their own parents. In these groups they are now contribut-
ing a great deal more toward the cost of old age than this 1 percent;
rising to 5 percent, of which they pay only half. They are contribut-
ing a great deal more than that. . .

t me slso suggest this, Senator: Contributory annuity systems
are in operation at this time in substantially every European country.
Some form of old-age security legislation is in operation in substan-
tially every country in the world, with the exception of China and
India. People in these countries haven't found contributions so very
annoying. Likewise emplogers in this country have in operation
industrial pension plans under which more than 5,000,000 workers
are included and most of these plans require employee contributions

" that are heavier than those contemplated in this bill.
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Senator Hastings. This does not relieve them of those contribu-
tions, though. This supplants that, and they probably would have
to nbandon their plan which affects those 5,000,000 workers in
order to accept this governmental plan, and the chances are the
governmental plan, as far as that 5,000,000 workers is concerned, is
noth?ing like as good as the plan that now exists. Isnot that probaf)ly
true

Mr. Wirte. The industrial Eension plans will probably function
on top of this plan, because they provide more. This provision is
merely a minimum provision. I suggest this, Senator: Mr, William
Green, president of the American Federation of Labor, will appear
before you; I suggest that you ask him whether labor resents making
contributions to provisions for old age.

Senator Hastings. Ho only speaks for about & million and you
tax here 40,000,000. That would make his answer not controlling,
so far as I was concerned,

Mr. Wirte. Of course it is & matter of opinion, Senator.

Senator HasTiNgs. Yes.

Mr. Witre. My opinion is, while there may be some feeling on the
part of the younger workers that they should not contribute, I believe
that will not be the case generally, because even the younger workers
now know what a problem old age is—they know that from their
own families, they know it because theg have had to bear the brung
and they are bearing the brunt of this burden. This is designed not
only to help out the old people, but this will help the younger men
who are now making these sacrifices for their parents, As this con-
tributory system comes into operation, under which each person builds
up his own provision for old sge, it will help to lighten the load. My
judgment, Senator, is that in this country, as well as in all other
countries, old-age security will prove very popular, rather than the
reverse.

Senator Gerry. Could you state when the Canadian act was

assed?

Mr. Wirre. It was passed in 1927,

Senator BLack. Dr. Witte, do you have any figures as to how many
of these aged men or women are dependent on children who are
making under a thousand dollers & year? . ]

Mr. WirtE. I do not know of any studies of this kind. I think it
is & very large percentsge, Senator.

Senator BLack. And a very large percentage also, I would assume,
dependent on those families who are making under $2,000 a year?

Klr. Wirre. The aged dependents are mainly in the group of popu-
lation that have had verg' small incomes.

Senator Br.ack, And those groups predominate?

Mr. Wirre. Those grou%s predominate. The bulk of the depend-
ents, Senator, unquestionably are in these low-income groups. The
people in the low-income groups are now paying the cost of the ;g;
security for the aged. As you make provisions, for the aged, th
people will realize that such provisions will help them. L

Senator Gore. That is, you mean the children will be relieved of
this burden and it will be transferced to the State, oc to the taxpayers

. generally? . : ]
Mr, V%u'm. This burden, under the contributory system, will be
transferred to the employers and employees.

s
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Senator Gore. You are speaking now of the contributory system?

Mr. Wirte, Yes. The contributory systems is the plan for making
provisions for old age on other than a gratutious basis.

Senator QGore. It is your feeling that the children ought to con-
tribute,?ought to continue to contribute to the maintenance of their
parents

Mr. Wirre. To the extent of their ability; yes.

Senator Gore. Do you not think that there is as much moral
obligation on the part of the children to su‘})porb their parents as on
the part of the imrents to support their children?

Mr. Wirte. I think so; yes, sir.

Senator Gore. In Russia they have a scheme, I think, under which
the State relieves the pareats of that expense, they undertake to raise
the children and assume that expense. You say that the youngsters
are bearing this burden. Do you have in mind any plan of pensioning
the young people, getting them started off right so that they do not
have to face the struggle for existence?

Mr. Wirte. No, sir.

Senator Gore. Now do you have in mind any report that embodies
or I?itomizes the different plans in vogue in the different countries?

r. Witte. We have submitted that in the record.

The CrairMAN. That was submitted yesterday.

Mr. Wirre. Yes, sir.

Senator Gore. I see. Have any of those countries the direct
primary election system?

Senator Hastings. What was your question?

Senator Gore. Whether any of these countries have direct primary
elections?

Mr. WirTE. Some of them have democratic forms of government.
Old-age security systems exist the world over. They exist in substan-
tially all countries of the world at this time, except China and India.

Senator Brack. In England?

Mr. Wirre. They have them in every English-speaking country.

Senator Gore. In China their old-age insurance is producing large
families, producing as many children a3 they can, so the children can
maintain the parentsin their old age. That is their method of old-age
insurance.

Mhli-i WirTe. And it results in famines and starvation every once in
a while,

Senator Gore. You do not think this will result in famine and
starvation here?

Mr. Wrrre. No, sir. . . )

The CuairMaN. How long has that policy been in vogue in China?

Mr, Wirte. I think for generations.

Senator Gore. Tmmemorial; yes, sir.

Mr. Witre. It has resulted in a civilization such as we would not
tolerate. It has resulted in actual starvation,

nator Qore. China is the oldest country in the world, but
whether it is due to that cause or not is debatable. I wish you
would name the members of the Committee who prepared this
report.
~ Mr. Wirte. The Committee consisted of the Secretary of Labor,
the Secretary of the Treasury, the Attorney General, the Secretary
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of Agriculture, and the Federal Emergency Relief Administrator,
It is a Comnmittee created by Executive order of the President.

Senator Gore. Did that Committee consider at any time the
so-called “Townsend old-age pension plan’?

Mr. Wirre, Certainly.

Senator Gonrk. What was your judgment and the judgment of the
Clomn})itt*e in reference to the so-called “Townsend old-age pension
plan’'?

Mr. Wiire. The judgment of the Comumittee was that the Towns-
end-old-age pension plan is not financially possible.

Senator Gore. You think that is a sort of an overdraft?

Mr. Wirre. Certainly, it is an overdraft. The Townsend old-age
pension plan would require appropriations at this time of approxi-
mately 25 billion dollars. It would require taxes which are more
than double the taxes lovied by Federal, State, and local governments
combine, to take care merely of the people that are now over 60
yearsof age. It involves s prospective obligation of $250,000,000,000
to take care of these people that are now over 60 years of age, That
is clearly boyond our financial possibilities. .

b lSen?atox' Gonge. And you make a point of that, that it is an impossi-
ilit,

Mr. Wirte. Yes.

Senator Gone. Do you think the difference hetween that plan and
this plan is a difference of kind or a difference in degree?

Mz, Wrirre. It is a difference in kind as well as in degree.

Senator Gore. A difference in principle as well as the large cost?

Mr. Witte. Yes.

Senator Gore. You said yesterday that you are not a lawyer, and
so I will not ask you, but did any member of your committee or did
anyone else prepare a brief showing the constitutionality of the pro-
posal to establish a noncontributory system of old-age pensions?

Mr. Wirte. We haven't any brief, but it can be prepared, I am
certain,

Senator Gore. I wish you would have it prepared, pointing out
what express power in the Constitution authorizes the establishment
of a noncontrihutory ?lystom of old-age pensions, or from what express
power you deduce or draw the implied power to take the money out of
ono man’s pocket and give it to another person. It is interesting and
T would like to have it introduced.

Mr. Wirte. Twenty-eight States now have pension laws, and they
have been sustained.

Senator Gore. That is an entirely different thing. There is no
doubt a State can establish old-age pensions, contributory and non.
contributory. A State legislature has all legislative powers that are
not denied to it by its own State constitution or by the Constitution
of the United States. Whoever proposes to Congress to do anything
must produce a section in the Constitution, a clause that authorizes
Congress to do that act, or the grant of power from which it is deduc-
ible. That is the point I had in mind.

Mr. Wirrs, Senator, the Attorney General was a member of
the Committee. The Attorney General signed this report, and
no doubt e will be willing to appear before you on the question of
constitutionality. - . .
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Senator Gore. I would be glad if he would.

Senator LONERGAN. Are you through, Senator Gore, with the
witness?

Senator Gore. I believe I am; yes. Go ahead.

Senator LoNeEraaN, Dr. Witte, who drafted this bili?

Mr. Wirte, The Committee had & counsel who drafted this bill,
Thomas H. Elliott. The counse! drafted the bill in cooperation with
the Members of Congress who offered the bill in the two Houses.

Scnator LoNerGaN. Did the Committes have before it copies of
laws of other countries?

Mr. Wirre. All of them.

Senator LoNeraAN. And in part this bill has been copied from other
countries?

Mr., Wirte. I think it was copied mainly from our own laws.
These provisions, for instance, in title 1, that we have been dis-
cussing, are taken from the laws of the 28 States that now have old-
age pension laws. You have had bills in both Houses of Congress
dealing with substantially all these subjects, in several different
Congresses.

In this connection I have liust, been informed that there is a brief
on the constitutionality of old-age pension legislation in the printed
hearings before the Pension Committee of the Senate in the Seventy-
first Congress.

Senator Gore. I wonder whether, when you submit that statement,
you could cite the volume and the page, if it is not too much trouble.

Mr. Wirre. Certainly.

(The document referred to is as follows:)

FEDERAL A1D BiLt—THE CONSTITUTIONALITY OF TEE OLD AGE AssISTANCE BILL
(By Joszra P. CHAMBERLALY, of Columbdia Unlversity)
[Reprinted from Hearlng before Senste Committee on Pensions, T1st Cong., 3d sess., on 8. 3257, pp. 99-101)

There are several Federal statutes which make or authorize appropriations
offering Federal ald to the States in conducting certain charitable, soclal, and
educatlonal enterprises. The acts referred to are the Smith-Lever Act (38
Stat. 3723) agricultural extension work in State Colleges; the Smith-Hughes
act (39 {at. 920), for training teachers of vocational and agricultural sub-
‘ects and paying teachers’ salaries; the Smith-Sears Act (41 Stat, 735), indus-

rlal vocational rehablilitation; the Federal highway act (42 Stat. 212), and
the Sheppard-Towner Act (42 Stat. 324), maternity and Infancy welfare.

Doubt of the constitutionality of the Sheppard-Towner Act was expressed
in an o‘alnton by the attorney general of Massachusetts, 1022. (7 Mass. Law

uarterly, May 1922, 67.) 8 a result, two cases were brought to the Supreme

urt to enjoin its enforcement. (Mass. v. Mellon; Frothingham v. Mellon,

. 8. 487, 67 L. Ed. 1078 (1922).) The first was brought by the State,
claiming the act.invaded the ri&l)xt of the State to local self-government and
was a usurpation of power by Congress and that it imposed on the State an
unconstitutional option either to yleld its reserved rights or to lose its share
of the appropriation. Considering the suit as being ro:ght by the State in
its own behalf, the court sald, "'We are called upon to adjudicate, not rights
of person or groperty, not rights of dominion over physical domain, nor quasi-
sovereign rights, actually invaded or threatened, but abstract gueauons of
political power, of sovereignty of government. No rights of the State falling
within the scope of judicial power have been brought within the actual or threat-
ened operation of the statute. If an alleged attempt bg con, fonal action
to annul and abolish an existing State government ‘with all its constitutional
sowers and rivileses' presents no justiclable issue, as was ruled in Georgia v.
tanton (8 Wall. 50, 75; 18 L. Ed. 721, 724), no reason can be suggested why it
should be otherwise where the attempt gloes no further, as it here alleged, than
to propose to share with the State the field of State power.,”” The court pointed
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out that no State rights were invaded merely by extendiniihe option, and beld
that the question of usurpation of power, when nothing had been done and nothin
was to be done without the State’s consent, was not a judiclal question, of whie
the court would take cognizance, but a political question over which the court had
no jurisdietion. In short, the court decided that the act involved no State rights

rotected by the Constitution and that there was nothing contained in it to lead
?ha court to find it unconstitutional as a usurpation of power. R

It also held that a State cannot as parens patriac institute judicial proceced-
ings to protect its citizens who are also citizens of the United States from the
operation of a statute of the United States, eince, with respect to their rela.
¢ otnito the Federal Government, it and not the State represeuts them as parens

riae.

pa'l‘he other case decided at the same time, Frothingham v. Mellon, was brought
by a taxpayer of the United States to enjoin enforcement of the act on the ground
that the appropriation from the general funds {ncreased the burden of future
taxation and thercby took the plaintifi’s property without due process of law.
But the court decided that though a taxpayer might sue to enjoin the illegal use
of the moneys of A municipal corﬁoratiou, is interest in the moneys in the Na.
tional Treasury {s so minute, and the effect of payment of the funds on future taxa.
tion is so remote and uncertain, that no action can be maintained to prevent
eanforcement of the appropriation.

These statutes and the old-age-assistance bill, drawn on their spattern, seem
therefore to be free from possibility of attack in an action by a State or by an
individual taxpayer. As to the objection made to the Federal-aid acts that
they are infringements by Congress on the State rights of local self-government
through the conditions imposed precedent to enjoying the bencfits of the acts and
that acceptances by the State weuld be void as an abdication of the State’s
sovereignty, Burdick, In 8 Cornell Law Quarterly, 324, argues that even if the
conditions did involve the ceding of reserved State rights, still the mero legislation
alone would be no unconstitutional act because it is ineflective until acceptance
by the State, and further than, even after acceptance by the State actually involv-
ing delegation to the United $tates of some reserved governments! power, there
would be no violation of the Federal Constitution. The tenth amendment,
“The powers not delegated to the United States by the Constitution, nor prohib-
ited by it to the States, are reserved to the States, respectively, or to the people,”
Is inapplicable as a teat of the scope of the delegated powers of the National Gov-
ernment and cannot be taken to limit the exercise of the delegated powers; In
particular, the powers of taxation and appropriation under Article I, section 8.
As Corwin quotes Madicon: ‘Interference with the powers of the States is no
constitutional criterion of the power of Congress. If the power is not given
Con may not exercise it. If given, they may exercise it even though it
shall interfere with the laws or even the constitutions of the State.,”” The State’s
acceptance, then, would at most violate the State constitution and would ralse no
question within the jurisdiction of the Federal courts.

But Burdick asserts that Federal-aid legislation has so far not involved dele-
gation of leglslative powers precedent to securing the benefits, and the same
would be true of the old-age-assistance bill, as it is drawn in the same form
and Eolan as the others. The conditions are of three classes: Mandatory and
directory provisions regarding the use which the States are to make of the funds.
which involve no surrender of governmental rights; requirements for reports and
estimates from the States for the upurpose of controlling the administration of the
acts, but onlf toinsure their fulfillment as accepted by the States. In these there
is no limitation on the State legislature or general adininistrative powers.

Federal-aid legislation has been attacked as an illegal exercise of the power
of Congress to {ax and to spend money as granted in Article I, section 8, of
the Constitution: ‘' Congress shall have power to lay and collect taxes, duties
imposts, and excises to Ea¥ the debts and provide for the common defense an

neral welfare of the United States; but all duties, imposts, and excise shalk

unfform throughout the United States.” Corwin in 36 Harvard Law Review,
548, and Burdick, in the article cited above, show that the power to provide for
the general welfare contained therein is not an unlimited one to legislate for
the general welfare irrespective of other constitutional limitations but only a
qualification of the taxing power. But it is pointed out also that the prevall-
ing ronstruction given to the phrase does not limit the scope of taxation and
expy. “lure for the purposes of general welfare to the other specially delegated
gowera of Congress as Magdison interpreted the words, but rather tha{ the phrase

‘a8 been given its literal and comprchensive meaning, limited only by the qualifi~

U
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cation that the expenditures be gencral and not local, Hamilton's interpretation.
Madison’s opinion apgenrsln the Federalist, No. 41 (40). Heholds that the words

are limited not only by ap!)earing in the clause relating to taxation but also by
being in the same section with the enumerated powers, and he construes them asa

;nlelre gletneral phrase explained and qualified by the recitation of particulars which
ollow it.

This interpretation was first offered by Jefferson in his opinion on the con-
stitutionality of the national bank (Federalist, 1898, appendix, p. 651), and was
answered by Hamilton in his counter argument (Federalist 1898, appendix,
p. 655-764), where Hamilton understands the phrase as allowing Congress to raise
money for the purpose of general welfare, the only constitutional test being
that 1t must he for a Feneml and not local purpose; but ““the quality of the
object as how far it will really promote, or not, welfare of the Unfon, must be a
matter of conscientious discretion; and the arguments for or sgainst a measure
in this light must be arguments concerning expediency or Inexpediency, not
constitutional right.”

Story also contends against Madison’s limited interpretation (Story on the
Constitution, seca. 922 to 930, inclusive), and the broader interpretation has been
accepted almost uninterruptedly throughout the history of tho Nation, as Corwin
shows at length in his Harvard Law Revlew artlcle. ~Story also clafms that fn
that clause of Article I, section 8, is found the power to appropriate. (Story
on the Constitution, secs. 975-991, inclusive.)

No comprehensive judicial determination of the scope of the taxinrg power
under the welfare clause has been made. Examples of earlier laws passod under
the general-welfare clause aro those making appropriatlons for agricultural re-
searches, the formation of the Department of Labor, the Fisheries Burcau, and
the Burcau of Mines. The Morrill Act of 1862 (ch. 130, 12 Stat. 503) granted
publie lands to the States on condition that they establish a college, and later
donations of money from the sale of public lands were made to each State for
the benefit of the colleges established under the Morrill Act. (1890, 20 Stat.
417.) It s probable that the court would not undertake to question the consti-
tutionality of an appropriation for gencral welfare, and that gencral welfare Is
what Congress takes it to be unless clearly in violation of the constitutional
limitation, In United States v. Realty Co. (163 U. S. 427 (189G)) the court
held that “debts” in Article I, section 8, included a claim not legal in character
but based on moral and honorary consideration and under that interpretation
sustained an appropriation for a bonus to sugar companies to replace a protective
tariff removed at that time and did not question its constitutionality otherwise.
The court refused to say there that Congress had the power to appropriate for
an{ purpose it might choose to say was in payment of a debt or for general
welfare, but declared that its decision recognizing a claim and appropriation can
rarely, if ever, be subject to judicial review. A moral obligation was recoguized
as a debt in dnitcd States Sugar Equalization Board ¢. De Ronde Co. (77 Fed.
(2d) 981, citing U. 8. v. Realty Co.)

The power of the States to curtall their general powera to the extent of entering
fnto temporary contracts is well settled. McGee r. Mather (4 Wall. (U. 8.) 143,
18 L. ed. 314 (1866)); Sterns v. Minnesota (179 U. B. 223, 45 L. ed. 162 (1000)).

In sumnmary, the constitutionality of the old-age assistance bill would be free
from possibility of attack by any State or by an Individual taxpayer and would
be no invasion of the State rights to local self-government. The appropriation,
under the general-welfare ¢lause, would probably not be reviewed by the courts,
and acceptance of the provisions by the States would be no unconstitutional
sun-tendfr of their reserved rights and is within their power of making temporary
contracts.

Williamn D. Guthrie, in 7 American Bar Association Journal 14, was of the
opinion that the Smith-Towner bill, Federal aid for education, if enacted, would
fnvolve a tendency toward Interference by the Federal Government in the local
affairs of the States, and would be a dangerous violation of the fundamental dual
aspect of the Federal system of government, and would be detrimental to the
best interests of education by fnvolving it in politics and subjecting it to the
standardization regulating from Federal control. -

The State of Georgia sought an injunction against the Secretary of War to
prevent his 1perl‘ommm:e of duties imposed by an act of Congress which the State
alleged would result in the abolition of the existing State government. The court
held that under No. 2 of Article III of the Constitution the judicial authorit
did not include the power to restrain a representative of the executive branc
from carrying into execution an act of Congress where the controversy called for
a deciston on a political question. -
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The CHaIRMAN., Mr. Witte, these States in the country that have
adopted this pension system, have any of them applied this earning
tax to which you have made allusion?

Mr. Wirre. The earnings tax is for the contributory annuity
system, and there is no contributory annuity system in this country.
Such a system cannot very easily be established by any State alone,
because most people do not stay within the confines of any State during
their lifetime. No State has attempted to do it.

Senator Hastings. Do they have contributory systems in other
countries?

Mr. Wirre. The analysis of those laws has been filed with you.
All European countries have contributory systems, or substantially
all countires. The English-speaking territories outside of Europe—
Ca)nada, New Zealand and Australia—have noncontributory pensions
only.

Senator Carper. Have the laws in these other countires been
successful?

Mr. Wirte. I think that is geuemlly condeded. The very fact
that they have been copied and adopted in other countries in the
world, substantially in every country in the world is evidence of at
least a reasonable degree of success. .

Senator Brack. Have any of them abandoned them?

Mr. Wirte, No, sir.

Senator LoNeragan. Doctor, you remember yestorday at the con-
clusion of our session, 1 asked you if you could give us the estimated
number of heneficiaries under these various plans proposed in the
pending bill and the estimated cost to the Federal Government at
the outset. Can you give that?

Mr. WitTE, I have those tables here.

Senator LoNeraan. Will you place them in the record?

Mr. Wirte. Certainly; if i am permitted to do so,

Senator HasTings. 1 would like, Mr. Chairman, if it is not too
much trouble and if it is not too long, I would like to have him tell
us what those tables are,

Mr. Wirre. I thought I did that, but T will be glad to go over that
again.

Senator Hastings. I do not want you to repeat it, if you did it.
Before doing that let me inquire what if any table you have there
which shows the amounts that would be paid to persons after a period
of 5 years when this act becomes effective, 5 years after it becomes
effective, and the man has paid in for 5 years. Do you remember
what that section is? )

Mr. Wirre. That is in title 4-—the contributory system.

Senator HasTings. Yes; that is the contributory system.

Mr. Wirre, Yes.

Senator Hastixes. I have been trying to figureit out. Itisfoundon
page 25 and I would like to have you put in the record just what a
man, for instance earning $100 a month and who has paid in for a
certoin length of time, would get under this provision. 1 can figure
that out feirly well, but I have some difliculty in figuring out what it
would be on page 27 under paragraph 2. There scoms to be a dis-
tinction made between paragraph 1 beginning on pago 25 and para-
graph 2; there seems to bhe & distinction made after the men begins
to pay. When the man begins to pay after January 1, 1942, does

[P
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that mean that he did less than he would under paragraph 1 of this
section? I have read soveral times but I cannot quite understand
what he would get under that paragraph 2? .

Mr. Wirte. If you so desire and the committee permits I will be
glad to submit tables showing the illustrative pensions under both the
so-called “temporary plan” and the permanent plan. I have the
tables here.

The Cuajryax. They may be put into the record.

(The tables referred to are as follows:)

TaBLE V.—ZIllustrative annuities under proﬁoscd plan payable to persons who enter
the aystem during the firel 5 years

Moatgg anr;umes at Mon!gg v asgﬁumu at
. 82¢ aselonaver- . age 3! onavere
Agoofworker | YEUILO| agemonthly wage— | Age ofworker | VeSOl age monthly wage—
in 1937 ment in 107 ment
$50 | 8100} $150 $50 | $100§ $150
51 $1.50| 818} $2250 26| 20.00 (] 60.00
8! 400 16 24.00 ] 20.00 40| 6.0
7 8.50 " 25,80 23| 2000 40 60.00
8 9.00 i3 27.00 2! 20.00 9 00.00
9 9 50 19 285 3} 20.00 40 60.00
10{ 10.00 2| 30.00 3| 20.00 49 60.00
114{ 1.0 22! 3300 32| 20.00 40 60.00
121 1200 24| 3800 337 20.00 W0 6.0
13| 1300 2] 390 41 0.0 4] 60.00
14| 1600 ] 42.00 35| 20.00 40 60. 00
151 15.00 0] 450 381 20.00 0] 6000
186§ 1800 327 480 37} 2000 0f 6000
171 17.00 34 81.00 381! 2000 40 60. 00
18§ 1300 8! 5400 3| 0.0 0| 0w
191 19.00 B $7.00 40| 20.00 © 0. 00
20| 2.00 47| 060.00 41| 200 401 60.00
21| 2000 401 €0.00 42| 2000 40 60.00
22| 2.00 9 60. 00 4| 02.00 40 80.00
B| 0.0 4] 60.00 44| 0.0 9 60. 00
i Ag| 8| 8 8pas) 8 a8

TaBre VI.—Illustrative annuities umieg goposed plan for persors entering afler
1

Moathly annuities at Moathly annuitles at
8ge 65 X onaver- age “on‘hl onavers
wage— 0 I wege—
Years ol contridation |  %6° montbly wag Years of contribution b 7 W
$50 | $100] sus0 850 | s100] 180
85001 $10| $15.00 j 28.. $13.50| 8311 $18. %0
580 1t 16.50 § 17 18.00 31 48.00
80| 12| 1wl 1weo| 38| w0
eso]| 13| wofn ool 31| sLoo
7.00( 11 21000 % weo| 38| a0
70| 13) :sold 1wl 38| 500
3 00 18 21.00 § 32.. 18,50 N 58 50
350 17 25018 19.00 ] $7.00
s0| 1] Zofn el %] &0
voo| 1] 2] 0.0] | 000
00| ! 30003 00! 1) 61L&
wwo| 2| 3nso]sr ool 4] exo0
11.00 2 33,00 § 38 21.50 49 64.50
1.5 o 34.80 23.00 44 6400
12700| 31| 3500 % 2053| 43| e1.80
1250 25| 3780 now| sl mo
1n00] 2| o woo| 47| 70.80
0| 7l wo woo| 4| 7200
| B) 4200 00| o) A
ol »| 80 00| %| 7500
15.00 0 45.00
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Senator HasTings., The temporary and the permanent plans?

Mr. Witre. The temporary plan, Senator, is the plan in operation
for the A)eop]e that are brought into the system now and is frankly
intended to give people that are half old something more than the
pittance that they would otherwise earn. 'The people who start in at
a later date have the entire period of life ahead of them during which
they can make provisions for old age. Under the temporary plan
there is a partial unearned allowance to people that are now around
50 or 40, who have short periods of time only in which to make pro-
visions for old age and who cannot, by their own means, build up a
sufficient provision in the future remaining years of their lives,
because, as I think you understand, compound interest becomes an
important factor only after a lapse of years. If a manonly contributes
5 years, the interest earnings are relatively slight, but for & man
that contributes for 45 years, the interest amounts to the major part
of the fund accumulated for him,

Senator Hastings. Now let me put a concrete example. Suppose
a man starts in January 1, 1937, at 45, and pays in for 20 years and
he is earning a hundred dollars a month and works all the time?

Mr. Wirre. He gets $40.

Senator Hastings. He gets 40 percent of that?

Mr. WitTe. Yes.

Senator HasTiNGs. Suppose e starts in in 1942 and he is 45 and
peys in until he is 65, what does he get then?

Mr. Wirre. He would get less.

Senator HastiNgs. How much less?

Mr. Wirre. He would get $25. But I think the case, Senator——

Senator Hastings. I am not arguing it with you, I am just trying
to get an iltustration of it.

Mr, Wirte. He does not start at 45 in 1942, he starts at 20.

Senator Hastinegs. He may start at 45. ‘

Mr. Wirre. If he is an immigrant, or something of that sort.

Senator Hastings. He might be out of a job.

Mr. Wirre. You mean he has not worked up to the time he is 45?

Senator HasTiNgs, Yes,

Mr. Wrrte. That certainly is a very exceptional case.

Senator Hastings, That is true, but it illustrates what I am
gotting at anyway. I am just trying to get the percentsge, and
while that may be an extreme case, for the purpose of illustration, I
will put the case, that if a man who pays in for 20 years beginning
January 1, 1937, would get 40 percent, while the man who Ipsid in
for 20 years beginning with 1942 would only get 25 percent, I would
like to have you explain the fairmess of that, and you explain the
fairness of it g saﬂing that it is practically impossible for him to be
45 years old when he comes in in 1942. .

Mr. Wirre. The idea is, Senator, that we are trying to give an
uneerned annuity only to the people who are now nearly old, who
havo been working and haven’t had an opportunity to build up {:ro-
visions for their old age. After 1942 you do not get these short
periods of employment except in rare cases. The actual situation
you face after 1942 is a situation of a worker who has his whole

riod of life ahead of him, and he gets, after he has made his contii-

gltiim}?i' a larger return than is posaible to the person who 1s now
old.
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Senator HasTings. Let me give you an illustration under this bill.
If a man is earning more than $250 a month he is not affected by
this bill now, is he?

Mr. Wirre. No.

Senator Has7ixas. Suppose he continues to get $250 & month uatil
after 1042 and then he was suddenly reduced and comes within the
act, that would be an illustration of a man that might be 45 and
would payg in for 20 years, and in that instance he would only get
25 percent against the other 40 porcent.

Mr. Wirre. But ho had the $250 for 20 years and he should have
made some provision for his own old age.

Senator Hasrings. I am not complaining about it at all, I am just
trying to find out what it means. I could not quite work 1t out. I
did not quite understand why the difference should be made.

Mr. Wirre. 1 understand that these tables have been received in
evidence, Senator. Those tables will give you the story.

Senator CosticaN. Dr. Witte, the Committee of which you have
been chairman has had the aid of numerous actuaries and I suppose
they have provided you with various reports on the subject about
which you have been testifying. Is it possible for you to provide
the committee or the chairman, Senator Harrison, with an index of
the names of the actuaries and the reports which they have made to
you, so they may be available to the members of the committee who
may wish to inquire further into the sources of your testimony?

Mr. Wirre. Certainly. The list of actuarial consultants and the
list of the other advisory committees is given in the appendix to the
report of the committes, which was filed in Co: .

Senator CosTican. Also the reports to the committee?

Mr. Wirre. Many of the reports to the committee are in the
form of these tables that we are submitting to you. We are sub-
mitting the entire story in the record, Senator.

Senator CosTigaN. You are submitting the entire net reS}llts, the
entire story?

Mr. Wirte, Yes.

g Tl}{e CuatrmaN, Will you, for the sake of the record, furnish that
ata

Mr, Wirre. Certainly. (See pp. 323-324.)

The CrairmaN, The printed report, other than those that appear
in your testnmong? .

r. Wirte, We have no other printed reports Senator. We will
be 'lglad to include in our testimony any data that we have,

he CualRmAN. Now, Mr. Witte, the Secretary of Labor, Miss
Perkins, is ready to proceed. I am sure you will be glad to defer to
her and let her go on. .

Mr. Wirte. Certainly. .

Senator LaForLerTE. There is just one question I would like to
ask Dr. Witte. Do the actuarial consultants all agree that each
one of these plans was actuarially sound?

Mr. Witre. Actuarially sound; yes. The tables that we have
presented give the estimates as to cost. We have had a number of
actuaries of very high reputation on our own staff; plus these we
assembled a committee of actuarial consultants—outgide actuaries—
who went over all our actuarial computations and approved the
estimates. .
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Senator Hastines. May I inquire whether or not any actuary
has made an estimate of how much money it would be necessaty to
have now in a single fund to support this plan? .

Mr. WirTe. To support this plan, the contributory system?

Senator Hastings. Yes. Suppose, for instance, in order to
support it you had a fund drawing 3 percent intorest, has anybody
made an? estimate of how much that fund would have to be for the
moment

Mr. Wirrs. The estimate, Senator, is expressed in terms of an
annual contribution. If you wish to have a flat annual contribution,
the annual contribution would be approximately $500,000,000.

Senator HasTiNgs. You do not understand me. If instead of
annual appropriations and collgets m«thg form of taxes to take
care of these payments ypdet ] have galled your
attention to, namely 5p€ IN{ ydu are lgoing
to put that in exighé was
wondering whothgf any actuary had eeei
would have to hhve at the timp{t

The Supreme Court helthy
get into court. . . .
Mr. Witte. Would an act of Congress make any difference?
:Senator Qore. I think so. -
(For the remainder of Mr, Witte’s statement, see p. 187.)
The CairuAN. Miss Perking, just proceed il your own way in an
explanation of this bill, please. .

STATEMENT OF HON. PRANCES PERKINS, SECRETARY OF LABOR

Mr. Chairman, I am very appreciative of your, offering me an
oxiportunity,r.t this time to make a statement with regard to the bill
which 1s before your honorable body, and with regard to the principles
-which the President’s Committeo having the matter in charge con-
sxd&red, and with regard also to various recommendations. which they
mage.. ., .. TR ) - . . . ' .
- As you know, last June, after. the President’s message to Congresd,
he appointed a Committee on Economic Security and asked it3 mem-
bers to study the ways, means, and the technical methods by which
we could achieve, through the techniques of legislation, a program of
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social security which would cover the major social hazards of life in the
United States of America. This committee which consisted of four
members of his Cabinet and the Administrator of Emergenoy Relief,
hes been at work throughout the summer and autumn, meeting with
regularity every week to consider the problems as they were set up for
us by a staff which was particularly engaged to study the more tech-
nical and difficulé aspects. The staff engaged was familiar with one
or another phasn of the problem. It also discussed these problems
with the technical board, which consisted of persons already in the
employ of the Government, and themselves capable (f udges in the field
in which the special investigations were being made. e therefore
feel that we have, while not necessarily a perfect system, one which
represents a censervative, a practical, and a flexible method of provid-
ing at least a minimum of social security against the major and more
regular hazards of life in the United States of America.

he President’s message outlined to Congress some of these major
hazards which many citizens face at one time or another. It em-
phasized that there is a problem of dependancy in childhood which
1s sometimes very devastating to the immediate present of the children
and also to their future life. The messagoe intimated that there ought
to be some regular provision for the care of children and for bringing
all the children under the bensfits of & home life, rather than a scat-
tered, intermittent care by institutions and foster parents.

The President also outlined what most of us have become aware of
io recent years, the hazards of the wage workers in the United States
of America.

We have all come to recognize, 1 think, the fact that a large pro-
portion of our aged people find themselves, when they are 65 years
old or over, either without personal means of support or dependent
not upon their immediate families but upon some charity from the
public, or voluntary gifts of people who are strangers to them. In
addition to the combination of these hazards, togethier with that of
illness which, when it does arrive, becomes a complicating factor in
every family life, we have superimposed in recent years the particular
hazard of unemployment. Wo have to rccognize that these factors,
although each exists alone as a hazard to security, may be combined.
.In any one partizular family you may have all of these factors spelling
a ruination of that family’s prospects.

Most of us here rocognize that these are factors over which they
have no particular control. The incidence of illness or death, of old
age, and of unemployment are hazards which no individual can control
for iﬁmself, and our way of life in these days, our method of living by
manufacturing and by merchandising, and only partly bfr agriculture,
has complicated this situation and has made any family exposed to
these hazards practically helpless, so far as anything which they them-
selves as individual units can do.

We have, therefore, come to recognize that these hazards are largely
social in their nature. They have their origin in the way in which we
carry on our business, industry, and financial systems, and therefore
the method of protecting against them ought to rise out of some coop-
erative means. This, of course, means actually a mechanism devised
ll;y ﬂ;g Government to protect its citizens against some of these worst

azards.
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All of us realize that originally, in more primitive society, matters
which pertained to the security of individuals were essentially regarded
as matters of the locality and were handled locally. The breaking
down, however, of the barriers between localities due to transporta-
tion and rapid communication, and our industrial and financial sys-
tems, has made it quite clear that what happens to the people of a
State or town or city, is not necessarily caused by any action which
has been taken in that town or that city, or by any lack of wisdom
on the part of thoss who conduct the affairs of that locality. Neither
is that locality in the position financially always to meet the devasta-
tion which has come to the individuals of that community.

Therefore we havo recognizod that the Federal Government has
for tho first time, in stepping into the picture in the form of relief,
realized the general national responsibi 1(tiy for these social disasters
and devastations which have accompanied this depression, but many
of which were present, at least potentially, in other years.

The Government has had, and must continue to have, & view of
the future. It is of course in the viewing of the future that sound
statesmanship consists. The fact that people who are now Members
of Congress can conceive of a future situation in which children who
are now young may find themselves faced with a hazard either of old
age or unemployment, or sickness, for which no provision has been
made, and can recognize that unless there is a social provision for
them the life of the generation that follows us may be infinitely com-
glicated in evidence of the sound statesmanship of your honorable

ody. Many of your Members have long been concerned with the
ways and means by which some such social provision can be made
for laying up in advance the reserves out of which some kind of
assistance can be provided in the future.

The problem of unemployment, and at loast for the present, the
problems incident to the other forms of dependency, are partly
nationa! and partly local. Yhen a national crisis enguh‘s the groat
majority of the working people, unomployment is clearly a national
problem, as we have ell recognized in these last few years. Innormal
times, and even during periods of slight or minor depressions, many
workers are thrown out of employment for short periods of time and
their difficulties are much more accutely recognized by officials in
charge of the local and State governments than they are by the
National Government.

. Wo have come to recognize that no local government and no indi-
vidual employer can be held responsible for the unemployment which
accruos during these world-wide depressions, that that is really a
situation over which he individually has no control. But we recog-
nize that certain parts of the seasonal unemployment, of thatdue to
technical improvements, and of that due to the practice of certain
industries in keeping large numbers of men partially attached to the
industry for use in rush periods or peak loads are due to an inade-
quate social conception by the employer of the problem which is
before him. It can, therefors, properly be assessed as blame upon
him, and he should properly, under the stimulation of his local and
State governments as well as of the National Government, be urged
to find ways and means to prevent the very un‘empl?lyment which
forms a real cause of poverty and destitution when it does occur.
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Nevertheless, we recognize that the accumulation of these various
types of unemployment, together with world-wide depressions which
are partially financial and partly economic in their causes, crestes a
situation over which no employer has any control. The thing for us
to do as a group is to provide socially for the method of taking care
of the people who are most adversely affected by such a depression.
We recognize of course that everyone s affected under such conditions,
but the;suffeting is not the same in degree. Some peopls are put in
the position of complete destitution by a depression which causes un-
employment, while others are only somewhat handicapped and have
their incomes reduced.

Therefore it becomes necessary for us to consider ways and means
by which we may regularly, over a long period of time, provide for a
small but regular income for those who are put out of work duri
yoxicds of depression through no fault of their own, for those affected

or shorter periods due to technical improvement of machinery or to
the seasonal fluctuations of industry over which they have no con-
trol, and for those affected by movenients of industry fiem one section
of the country to another. For instance, the general trend of one
industry from New England States to the Southern States has put
out of work in the New England States a large number of peopla who
were formerly attached to that industry. For thoso who were 'eft be-
hind in those eastern industrial States there was a prolonged period of
social readjustnient for which no particular provision was made, and
which constituted, in those States, a very sorious cause of destitution.
So, all things considored, it seems wiso to take steps in advance to
provide for n steady income to people when they are unomﬁloyed
through no fault of their own, a steady income to people who are
old and therefore no longer in a position to eam their own living,
and a steady and certain method of living for dependent children
who are deprived of their natural breadwinners while they are still
young and dependent. We should provide, tog, for at Teast such
assistance as is necessary to provide proper medical care to persons
whose incomes are taken away from them by the fact of illness either
of the breadwinner or illness of some important member of the fanily
whese illness makes a drain upon the savings and earnings. The
savings and earnings of a family which is already in the low-income
group can be quickly devastated by any unfortunate circumstance.

This bill, therefore, has put together, and this report which accom-
panied the bill has considered all these aspects of social security
together. We should have to pay a much larger sum, I think, if we
thought of each of these aspects of life as separate and independent
problems, when they are really related problems. They all relate to
the same general group of people in the community, those who work
for wages, whose opportunity to make a living depends uﬁon the
enterprise, the ingenuity and success of others who are in charge of
the industrial life of the community. It affects the low-income group
primarily and those who never, in the course of their working years,
are in the position of becoming both substantial putchasers of the
mass production of our lfreat community and at the same time suffer
thelack of sufficient funds to tide themselves over unfortunate periods.

In thinking of the validity of & social means of providing against
social insecurity, we have to recognize that in a method of production
by machinery and by the application of power to machinery we have
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built up a positive necessity for nass consumption to balance our
mass production. If people are not able to buy in large amounts
the product of our great industries, those industries cannot continue
to operate to produce goods, to make them and to sell them at profit
sufficient to attract to that industry the capital of the country.-

Without purchnsers with money in their pockets, the wheels of that:
industry cannot keep going on the basis of a large machinery invest—
ment, a large building and plant structure investment, a large invest--

ment in overhead of engineering and the management skills necessary
to keep l:ip the mass production. So we must anticipate in the future
the building up, within this community, of a large and steady
purchasing power for a large number of people.

Senator CostiaaN. In asking us to think of the subjects contained
in the pending bill, as interrelated, are you suggesting to the committee
that administrative expense would probably increase if we were to
have separate measures rather than a consolidated measure?

Secretary Prrkivng. I think the administrative expenses would be
greatly increased, &ir. [ also think that if these bills were adopted
piecameal over & period of years the total cost upon the industrialk
system would undoubtedly be larger eventually. All of us are con-
cerned with the fact, for instance, that old age in many instances
today begins at 50, if the man who is laid off for someé reason or other
during the depression finds he cannot get back to work on the theory

that he is too old. We could gradually be asked to extend our old--
age coverage to cover a man of that age; but no industrial system -

which any of us sets‘up today could Eossxb]y afford to maintain all
the poople over 50 years of age who happened to be without work,
But if we think of it as a problem of unemployment, if we think of
tho man of 30 as being a part of the unemployment Yroblem and
realizo that the cost of his maintenance should bo properly assessable
against the unemployment fund, then we begin to treat his problem
in a different way. We begin to recognize the extent to which we
mt?, as a group, expect his services and his energies and abilities to
be fulfilled in some form of public work or public service during the
years betweon 60 and 65, when he becomes superannuated according
to ahy technical definition. In the long run we should find it a mueh
more economical system for the whole of society if we consider all of
these measures as dovetailing with each other.

The Cuairmax. Miss Perkins, would you prefer not to be inter-
mgﬁd until gon have made your first statement? :

roetary PERKINS. Perhaps I was getting loquacious, sir.
. The Cuairman. No; I thought perhaps you would rather not be
interrupted; I thought you would rather make your full statement and
then answer the questions. :

Secretary Prriins. . I shall do whatever seems best to you, sir. 1
will try to be quick and to run over what I think will be the outline
of the case first.

The old-age problem is stated in this bill in two ways. First it
recognizes that we have the present aged, those who are now 65 yeans

of age and over and who are needy. Some method must bo found of”

providing for them, The Committee on Economic Security, after

canvassing (he sifuation, thought it best to recommend to your

honorable body that-there should be provided a systenm: of old-age
pensions. By the word “pensions’ we mean free, noncontributory
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sllotments for the su%port of aged and indigent persons. There
should be a system of these oId-aée pensions based upon cooperation
between the States and Federal Government. The Federal Govern-
ment should annually make appropriations sufficient to meet one-half
the cost of maintaining such pensions to the aged and indigent in
the various States, matching the appropriations which each State
might make, providing that the Federal appropriation should not in
any event be more than $15 per month per case. That does not of
course limit the amount, as has besn explained to you, which any indi-
vidual State may choose to appropriate to its pensioners.

If the State desires to make an appropriation of over $15 per month
and to raise the total pension to $40 or $50 by virtue of its own ap-

ropriation, there is nothins to prevent it. However, in order to
ring some reality to the study of what might eventually be expected
of the Federal Government, 1t was our thought that we had better
recommend that the maximum which the Federal Government would
contribute would be $15, and this represents the practice of the more
enerous States at this time. Only two States, Massachusetts and
ew York, I think, appropriate more than $30 a month, and they
have larger pensions than that only in cases where the need is peculiar
for some reason or other, such as illness,

A part of the bill, therefore, which deals with old-age pensions s, on
the whole, relatively simple and merely provides for an annual grant
in aid from the Federal Government to the States, to assist them with
their old-age pension laws.

As you know, there are 28 States which now have old-age pension
laws, In many of them, however, there has been a curious device by
which, although there was a law with regard to it in the States, the
counties were directed to pay the pensions out of their own funds.
There is often no mandatory requirement upon the counties that
they raise the funds and pay them out. It has been merely permis-
sive to the counties, and the result is, in many instances, that poor
counties have found themselves with an undue glroportxon of the

ed and indigent, and have boeen unable to meet the demands upon
them. The law on the books is therefore practically ineffective. It
has been felt that we should msake it a requirernent that the States
must, in every case, make a contribution themselves, and must inake
the payment of the counties’ share, if it is done partly by the county,
mandatory on the county.

The allotment to the States is left to an administrator who has to
compute thoe costs annually and to make the appropriations to each
of the States on the basis of their having met the standards set up by
the bill, and their having provided the administrator with the proper
reports as to the expenditures of the previous months. It is very
important that we provide the administrator with authority to set
standards as to the character and the amount of the pensions and the
mothod of determining what is the necessary amount of the pensions:
First, so that these funds shall not be wasted either by unduly and
unnecessarily large pensions; and, second, so that they shall not be
wasted by unduly small pensions which will not e really productive
of purchasing power or anything that could possibly be called security.
. A part of the essential assumption upon which this whole idea rests:
is that by paying over moneys to persons who would otherwise not
have any income, you are creating purchasing power which will regu-
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larly, year after year and month after month, sustain the purchases
which are to be made from the great manufacturing and mercantile
systems of tho country. A part of the bonefit of th « pension is that
it supports the individual and takes him off the re.ief rolls, and the
other part of the benefit is that he creates a regular market for his
local merchant and, through his local merchant, for the many maunu-
facturing establishments which provide them with work,

Senator HasTinGs. Which one of the two is the more important?

Secretary PERkins, I think they are equally important, sir.

Senator HasTinGs. You think that the expenditure of this money
by the Federal Treasury to increase the purchasing power is of equal
importance to furnishing food end clothing end & decent place in
which the fellow lives? .

Secretary PErkins, I think the two things sre inseparably related
to each other. A part of the whole civilization of the United States
of America rests upon the fact that we have been able to achieve a
high standard of living. We have it not only because each individual
has relatively a somewhat higher income, but also because our joint
incomes cresate a large purchasing power which makes it possible to
make a demand upon our manufacturers so that they have large mass
production, which in turn lowers the price. It is a system which is
really within a circle, and I think it is impossible to separate one
from the other,

Senator Hastings, Well, tho Townsend plan would create the
greatest purchasing power of any, would not 1t?

Secretary PErRkINs. It would create it perhaps for } month,

Senator Hastings. If that is true, that the purchasing power is
important, why limit it to $15? .

cretary PERkiNs, Merely because, sir, we had upon the Com-
mittee persons who have, as one of their primary obligations in the
Government of the United States, the safeguarding of the Treasury
and of the funds of the United States. It was felt by them and by
those of us who willingly accepted their analysis of the problem,
that it wes very unwise to make a raid on the sury for a matter
of this sort, and we should keep these original appropriations within
perfectly safo limits. If we find that we have got a larger national
income than we think we have, we can act differently later; but so
long as the national income is not greater than it is today it seemed
wise to keeﬁ this whole appropriation within quite definite limits.

Senator Hastinas. It is quite shocking to me to have you state
that in your judgment the Congress ought to appropriate money for
old-age pensions in order that the purch asm§1 power of the country
might be increased. I assumed all the time that the old-age pension
ylnn was to make certain that the person receiving it had principally
ood and clothing and a place in which to live. Certainly no amount
that has been recommended would do more than that, and I assumed
the object, the whole object of it was to make certain that aged persons
did not go hungry and did not suffer, but you state that in your }udg-
ment it is of equal im’lporta'noo that the purchasing power of the
country be inoreased. That is what I understand you to say.

retary PERKINS. Yes, sir.

Senator Hastings. All right.

Secretgry PErKINS. /Because insofar as the purchasinf power of the
country is Increased you get the demand upon industry for production-
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of goods, which will in turn make employment for persons now unem-
ployed, and part of that you will revive their employment and revive
thelr normal part in the life of the community.

Senator Has7ings. 1 had assumed the purchasing power part of it
was merely incidental and not an important part to be considered.

- Secretary Perkins. Perhaps I overstated the importance of main-
taining purchasing power, but I think that it is a matter so related to
the maintenance of the individual as to warrant our considering it at
the same time that we considered the desirability of keeping an aged
person alive, That is, he is important to himself and he is also im-
portant to the community insofar as he spends his money.

Senator Hastings. I should not have interrupted you except 1
thought you had overestimated it. . .

Secretary Perkins, Thank you, sir, for your interruption.

Senator CoNNagLy. You would not recommend that they spend
esch month their allocation in order to get the next month’s pay?

Secretary Perkins. No, sir,

Senator La FoLLeTte. It probably would be necessary.

Benator ConNALLY. It may not benecessary, Thatis the feature in
some of these plans. I did not assume it was in this plan.

Secretary PerkiNs. Whether the allowance is small or large, I think
to require it to be spent within any 30 daya would not reault in its most
satisfactory expenditure either for the individual or for the com-
munity.

The portion of the bill which deals with old ago insurance is based
of course upon another assumption. It is based upon the assumption
that, individuals now young, now of working age, can, during their
working years, make provisions for their own future, so that as a part
of a social system they inay, when they come to the age of 85, have
88 an earncd benefit a certain monthly allowance, which they have
m%ulerly bujlt up over all the yoars of their working life.

Ve have tried to follow the Injunction to makae this a self-maintain-
ing system, and to provide that the contributions in the form of
premium by wprkinilf»eople and their employers over the years of
their working life ehall be sufficient to guarantee an earned income,
to which they have a contractual right, which they do not have to get
&3 & matter of need or poverty but which regresenta a peroentage of
their earnings during their working years. The annuity should also
have some relation to the number of contributions made on their
behalf, some relationship to the number of years over which wages
have been earned and contributions have been made,

The plan which is called old-age insurance therefore rests upon a
fund built up gmduell(ﬁnover a long period of time. No insurance
policy is very easy reading and most of us I think never get beyond
the first preamble of the policy which we buy for ourselves.

. Sonadtor Barkriy. It is rather good reading after the life of the
insured.

Secretary Perkins. But most of us, during the life of the insured,
donotread it. Sometimes after the life of the insured we read it with
some astonishment. Life insurance, however, is much more thorough-
ly understoed than endowment insurance, annuity insurance, accident
and health insurance, and all those sorts of policies which is full of
complications. As we know, in recent years there have been many
variations even upon a straight life polioy which have been introduced
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as interesting features, and which are sometimes difficult for the
layman to understand.

_ The plan here recommended has the advantage of bein%a relatively
simple and easily understood method of insurance. 1t is based on the
conception that there should be payments made regularly by those at
work, those who sre employed, and by their employers, in equal
amounts. We have suggested that the contributions begin at the
rate of 1 percent of pay roll in the year 1937, and that there should
be an increase up to 6 percent at the end of 20 years. It will be neces-
sary, in order to support this system of paynients which are recom-
monded in the bill, to anticipate that eventually & percent contribu-
tions will be needod—214 percent from employers and 2§ percent from.
employees, It scomed better to us not to suggest imposing this tax
immediately because, first, it would be possibly somothing of a shack
when it first goes into effect, and, second, the moneys will not be
needed to pay out for such a long time, that in the original years of the
fund the income will greatly exceed the outge because the vest major-
ity of those contributing will be young or relatively young and there-
fore will make contributiona in excess of the amount required for the
retirement of aged persons. . o o

In order to make the system entirely self-supporting, however, and
to srovnde relatively large snpuities {for persons who ere now 50 and 65
and therefore will not have the opportunity to pay over a long F_erm'd
of years, it will be necessary either to borrow from this fund which is
contributed only by those who are now young, or to rut t,h_e‘o_nf;na.l
payments at a much higher level than 1 percent. 1 the initial tax
rate is 4 percent, you could carry substantial earned annuities to
those who are now 50 and 55 vears old. Or we could anticipate &
relatively long period in which there is a borrowing from the fund
contributed by the younger people to pay the annuities to persons
who bhecome 65 but who, at the heginning of the system, aro 0, 55,
and 60 years of age and_therefore get to the retirement age hefore
they have had time to build up, by individual contributions, n reserve.
adequate to meet the pafmel}ts which they can naturally expect.

I think most of us, in looking at the picture, would not be willing:
to uccept a system in which persons now over 65 years of age are
entitled to o free pension because they are indigent and in which
persona who are now-30- years of ago, by making the contributions,
can assuro themselves of an annuity of $30, $35, $40, and $45 when
they are 65 years of age, but in which the persons now 45, 50, and 55-
can look forward to an annuity of only $10, or $8 per month. The
group that will receive, at the age of 65, only their earned benefits,
under the insurance scheme would bo getting too low a sum cither to
satisfy our sense of socinl justice or really to provide them with the
things that they need. ) . .

Therefore it seems beat to include in the system pejsons who are.
now too old to make full contributions to their own gld-age benefit
and to provide for the payment of their annuities either out of a
somewhat larger assessment at the begin or out of the system
of borrowing from the fund during the earlier years and then, at
some later date when the fund gets to the point where the claims
upon it become greater than its annual income, pay out of appropria-
tions of the Government what is owed to the fund on those accumu-
lated borrowings.

116807-35——8 : : i
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“Senator Lo FoLLerTe. Have you any estimate as to what those
appropriations would be? :

crotary PERKINS. You mean at a future date?

Senator La FoLLeTTE. Yes.

Secrotary PErkiNs. If we should borrow every year, from 1942 on
until 1965, sufficient sums to pay the claims of persons who had not
made a full contribution, in 1965 the outgo of the fund would be a
slightly larger figure than the income from payments, and beginnin
at that time there would have to be an annual appropriation whic
would work up to & peak about 1980. In 1980 you would come to the
point of making the largest annual contribution, and from that timo
on that would have to be probably sustained in order to repay the
fund from the earlier borrowings. That would amount to a billion
and a half a_year. That of course is an actuarial estimate based
upon plans which we gave to the actuaries.

That has no significance, except that if you start at a low rate and
do not borrow to pay annually out of appropriations, the total amount

aid by the Government, to aged people will be greater. That is,
if you make annual ai\pmpnauons for old-age pensions for the next
25 or 30 years, the total amount paid by the Government out of general
taxation will be somewhat larger than would be the total paidg if you
made the appropriation at the end. At any rate, there are some who
think it better to keep the reserves smaller, that is, not to have the
acctimulation of a very large reserve fund, which would inevitably
be created, if you took 1n income and did not pay it out. An ordinary
insurance company which has reserves never uses the reserves, as
you know; it pays its annual claims out of the income from interest
and premiums, and it does not touch its reserves except in a case of
liquidation or a very great emergency.

"It has been thought by those who studied this matter from the
point of view of the_irl‘reasury_, and from the point of view of financial
management, that it was wise not to let the reserves become too
large. Fumfamentally, in a case of this sort, the real security back
of the system is the security of the Government and the large reserve
is not needed, as it would in a regular insurance company in order to
preserve the security of the fund.

The security of the bond rests upon the sgcurit? of the Government,
upon_the credit of the Government, which of course is the only
security which the insurance companies themselves have when they
buy Government bonds.

‘%heir security rests back eventually upon the oredit of the Govern-
ment to which they have loaned the money represented by the bond,
and upon the Government’s ability and intention to pay tne interest
annually to them, which is due upon those bonds,

In this case of 8 Government-operated old-a%e insurance you have
the credit of the Government itself as the basic part of the reserve
structure. Therefore it has been thought.best by thoss who have
specialized on the financial side to recommend that the reserve should
not accumulate but that the collections annually should not be
allowed to build up the reserve but that we should uso them by
borr¢wing from-them to pay out the annual claims as they come up
currently. It is perfectly possible to make a revision of thut without
impairing the system at all and to provide either that the fund shall
be self-maintaining, with regard to the persons now 50 years of age,
by putting a larger tax on pay rolls originally, that is an assessment
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UF to 4 percent, or that there should be an annual appropriation out
of general tax funds to pay the supplementary benefit to persons
who, though now 80, become 65 bofore thoy have earned the benefit
under the insurance system. If they have earncd the benofit of $10
s month, which is theirs as a contractual right, there could be an
appropriation by the Government to give them an additional or
supplemental benefit up to a living standard. It is a simple matter
to change it one way or the other.  Wo know the problem, and it is
& question of policy, really, as to which is the best way to provide.
We thought it wise to recommend the borrowing system.

Senator Lia FoLueTre. Would you have someone furnish for the
record, Madam Secretary, the necessary material to show what would
have to be done in either one of thesc two alternatives that you have
suggested in order to make the fund sound from the beginning?

retary PERKINS. Yes, sir.  We can show you the alternatives,
and we would be glad to check up the various alternatives. The
actuaries have been working on those various alternatives and will
be glad to present them to you, sir. At any event the total cost will
be about the same one way or the other, that is the total cost to
society. It is a matter of what pocket you take if from and the rate
at which you take it.

Senator BarkLey. Depending on whether you grant to the one
fellow of advanced age the full benefit or only partial benefit?

Secretary Perkins. Exactly. May I say, in order to explain

that—and we talked and thought about this a great deal in the com-
mittee—may I say what brought us eventu g to the decision of
recommending the system of borrowing from the fund in the early
years to pay the excess claims against it. It does make a situation
whereby the younger people of each generation are contributing to
the maintenance of the older people of that generation. That is
in 1945 and 1948 you borrow from the contributions of the young of
that period to pay for the support of the people who become aged
while that generation of persons (now 20 and 30 years old) is still
young and contributinig. This goes on until they in turn become 65,
at which age the people who are then 20 and 30 are contributing to
the fund out of which they are paid annuities,
. Senator Lo FoLLarTE. As I undorstand it, under the plan set up
in the bill, you are going to borrow so heavily trom the present genera-
tion for the care of the aged that by 1980 it will be necessary, as I
understood you, to provide an annual appropriation of something
like a billion and a half dollars.

Secretary Perkins. Yes, sir. If you wanted to build this fund up
and pay no benefits until persons now 30 years old became 65 years
old, that is, postponed all the benefits for 35 years, you would not
have any of that trouble. But you are starting with the problem of
what to do with those who can make only partial contributions.

Senator LA FoLLeTTE. I am not suggesting that you postpone the
pay or that you pare down the benefits to thoso who are now approach-
ing the ago of 65, but knowing a little something about ths reluctance
and the difficulty of getting laxes increased, even in the face of the
extraordinary expenditures already made for recovery efforts, it seams
to me a little bit optimistio to assume it will be so ecasy to get that
billion and a half dollars in 1980. .

Secretary Perkins. Well, sir, I have only this to say, that I think
we certainly are entitled to anticipate that out of moasures of this
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sort there will come a substantial increase in the total national incon:e.
Wae are beginning to appreciate that incomae depends upon the velocity
of the movement of money from hand to hand, and as income pro-
vided by the various security measures is plowed back into the pop-
ulation for spending it nioves more rapidly and you get that increase
in national.income out of which taxes flow rather naturslly and
rather easily.

1 realiza that we must not bear down too hard upon the people in
1980 merely because none of us here present expects to pay taxes in
that year. It is, of course, possible to spread that over a period of
years and build up the fund earlier and in advance,

The matter of policy really to be considered is whether or not you
want to build up your reserve or whether it is better not to build up

our reserve and pay ns {0\_1 go. We came to the conclusion that it was

etter, from the point ol view of maintaining and huilding up the na-
tional income, not to build up the reserve but to pay as yougo. You
could impose taxes earlier and repay the borrowings in partial pay--
ments every year over a long period of time and g0 make the total
much less in the end, but you ~ould be doing just the thing we vwere
seeking to avoid-—namely, building up a large reserve. It is, of
course, a matter of policy to determine whether or not that reserve
should be built up, and there ara authorities much wiser than T am
on the question of t.imp particular policy. The peoploin the Treasury,
and those associated in the Treasury, in financial advice, have given
that matter much consideration. - 1.naturally am bound to be advised
by those who know mare on that subject and have a wider experience
tl{an have Lin that particular matter, so I concur with them.

Senator BARKLEY. Miss Perkins, would it give this more appeal
to the public and would it give more stability to it if instead of these
borrowings we did build up the resorve, because the reserve wi'l be-
invested? After all, that would be a matter of bookkeeping.

Secretary PerkiNg. It would be a matter of bookkeeping,

Senator BArRkLEY. That appesls to me, becauseé you start off the
business in a rush the first day you open the doors. We do not know
that that is going to be permanent, There might be a wave of pros-
perity that would wipe the thing off the books. : .

Senator ConnNaLLY. Wo could more easily pay back what had been

bor .

Secretary Perkins, These bonds, in nny event, would be Govern-
ment bonds. It rests upon the integrity and the seourity of the
Government, in either event. 1hope very much that you wiﬁ discuss
this with those members of the Treasury and financial experts rather
than with me. :

Senator La FoLLeTTe. I would just like to say, not to interrupt
you further, that having been here in an era of alleged prosperity and
also in one of oconomic crisis, I found the willingness of the Congress
and Executive in both instances to tax being marked by its absence.

The CuatrMaN. Miss Perkins, it is now 12 o’clock and the com-
mittee will have to go to the floor. Could you be here in the morning?

Secretary Perkins. Yes, sir. -

The Caairaan. Would 10 o'clock suit you?

Secretary PErxing. Yes, sir. .

Tho Cuairman, Thank you. The committee wjll adjourn until
10 o’clock tomorrow morning. )

(Whereupon, at the hour of 12 o'clock noon, the committee ad-
journed until 10 a. m. of the following day.)
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FRIDAY, JANUARY 25, 1035

UNiTED STATES SENATE,
CouyMITTEE ON FINANCE
Washington, 1. C.

The committee met, pursuant to call, at 10 a. m., in the Finance
Committes Room, Senate Office Building, Senator Pat Harrison
(cheirman) presiding.

Present: Senators Harrison (chairmen), King, Walsh, Barkley,
Connslly, Gore, Costigan, Clark, Byrd, fonergan, Black, Gerry,
Guffey, C‘ouzens, Keyes, Metcealf, Hastings, and Capper.

The CuarrMAN. Miss Perkins, you may proceed where you left
off yesterday.

STATEMENT OF HON. FRANCES PERKINS, SECRETARY OF
LABOR—Continued

Secretary Perkins. I think, sir, that T should perhaps begin at
this point on-the-discussion of the part of this bill which deals with _
unemployment insurance.

The &ummx. I think you have finished with reference to the
pension feature,

Secretary Prrkins. I think I have finished all that I personally can
develop on that.

The Cuatruan. Are there any guestions any Senator desires to ask
on the pension feature that was discussed yesterday? If not, Miss
Perkins rou may proceed with the unemploynient-insurance feature
of the bill.

Secretary Perkins. I should like to say with regard to unem;’)\loy-
ment insurance that the circumstances of the last few years have
certainly impressed most of us with the necessity of making prelimi-
nary provisions for benefits to unemployed persons in order to carry
them, as individuals, through periods of depression when, through no
fault of their own, they are without work, and also to provide that
preliminary provision for their individual needs, or at least modify
the relief programs as thoey affect localities, States, and even the
Federal Qavernment.

We have also, by observation of the condition of other countries
having a modest scheme of unemployment insurance, come to a
recognition that the small merchants of a locality, and those who
provided them with their stock, had derived a benefit because persons
out of work continued to bu}\l' the necessities of life and therefore
hel{)ed to make a market for the whole community. That, of course,
in its own tum, has a veri definite and advantageous effect upon
employment in other linés than in that first depressed. :

’ 111
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Senator Couzens. As I understand it, Miss Perkins, there is no
contemplation of taking any of the premium out of the employee
but out of the employer, is that correct? .

Senator PerkinNs, No, sir; that is not quite correct. This bill
that is before you is merely a tax bill. It imposes a tax upon the
gay rolls of all employers, which'they pay into the Fedéral Treasury.

his tax is not used in any way for purposes of making payments
to the unemployed; it is merely tax paid into the Federal Govern-
ment. ‘ihe employer may offset against that tax any contribution
which he has made to a compulsory unemployment insurance system
under the laws of the State in which he does business. In other words,
so far as the Federal Government goes, all it does is to put an ordinary
excise tax upon the pay rolls which the employer must pay.

The CuairMaN. Is that up to 90 percent? .

Secretary PErgins. It may be offset up to 90 percent. The rea-
son for not offsetting 100 percent is to have a 10 percent of 3 percent
fund for administration. The experience of other countries indi-
cated it cost about 10 percent as a proper and suitable provision for
the administration of any such system.

Senator Couzens. What becomes of the tax that goes into the
Treasury?

Secretary PErkins, It goes into the general tax fund.

Senator Couzens. It is used for any purpose whatsoever?

Secretary Perkins. It is used for any purpose that the Congress
may deterinine in its appropriation bills. In other words, there is no
advantage to the State in allowing the employers merely to pay the
Federal tax. The State, then, has got to pay for distress due to
unemployment in the form of relief, or something else. The advan-
tage to them is havinia compulsory unemployment insurance law
in every State, to which every employer will be contributing. Such
funds will be used for regular benefits to the unemployed persons in
that State.

Senator BArkLEY. The tax is not taken out of the wages, it is not
deducted from the wages of the employees? .

Secretary Perkins. The tax to the Federal Governmeut is not
deducted from the wages of the employees.

Senator BARkLEY. It is a tax on the employer?

Secretary Perkins. It is a pure excise tax.

The Cuairman. In other words, it does not work like the old-age
pension proposition?

Secretary Perkins. No. In the old-age pension proposition the
Federal Government itself is running the system, It is collecting the
funds and is responsible for their distribution and for the terms on
which they can be distributed. In the unemployment insurance
scheme, as recommended by this committee, provision is made for a
State system of unemployment insurance, cooperating with the
Federal Government, o that the funds are in the custody of the Treas-
ury and therefore subject to the same care in every State. Also under
this plan you get tho advantage of this large protection and the credit
of the Federal Government back of all these funds, wherever they are
collected. The credit of the Federal Government is back of all of
them and therefore there can be no question of the bankruptcies of any
particular funds over a period of time. .

.
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hSenator Couzens. Now you spoke of the committee that worked on
this. . - .
Secretary PrrRINS, Yes, sir. | o .

Senator Couzens. Did that committee reach any conclusions as to
the question of contributions from employer and employee? '

Secretary Perxins. Qur recommendation is that rather than a
national system, that is, a Federal system run by the Federal Govern-
ment, that there should be State insurance systems under laws by
the States.

Senator Couzens. I quite understand that. . .

Secrotary Perkins, The State should be free to make any kind of
law it wants with regard to the source of unemployment msurance
contributions or with regard to other matters. ,

Senator CouzeNns. Miss Perkins, you understand there has been a
food deal of discussion about the Federal Government taking the

eadership.

Secretary PERKINS. Yes, sir.

Senator Couzens. That is, I take it, largely on the theory that
the leadership is put on the Federal Government to encourage unem-
ployment insurance in the States.

Secretary PERKINS. Yes, sir. .

Senator Couzens. Have you any formula that you would recom-
mend to the States in reference to that leadership?

Secrotary PerkINs. Yes, sir.

Senator Couzens. Will you tell it to us? .

Secrotary PErkINs, Yes, sir. It is not important from the point
of view of the soundness of the fund and from the point of view of
getting benefits into the hands of the unemployed when they aro unem- -
ployed how the fund should be collected. 'That is not & significant
matter. That is a matter of policy, as to how and from whom you
want to collect tho assessments. We have, therefore, thought it
better to recommend to Congress that tho States determine that for
themselves in each case. Whether or not there should be contribu-
tions from employers alone to the State funds, or contributions from
employers and employees, or contributions from employers,employees,
and Government 1s a matter for each Stato legislature to decide.

There are three general lroints of view with regard to how these
contributions should be collected and different people hold different
views. TheStates are likely to want varied experiments on this point.
The Committee thought it well to allow for this variation and to try
out the theories in regard to collections of assessments, from the point
of view of the soundness of the insurance fund and the security of the
benefit payments to the persons who are entitled to those benefits
when they are out of work, The important thing is that they shall
be collected and that they shall be distributed at the time when the
hazard arises against which that insurance has provided, and dis-
tributed to the persons who are legitimately unemployed. Therefore
wo have thought it wise to recommend to the States that they decide
for themselves, as to whether there should be employer contribiition,
whether there should be employee contribution, and whether there
should be contributions from the State government out of general
taxation. It is a matter on which, in the different States, you will .
find rather different types of opinion. The opinion has something to
do with the experience and the background of the State and its degree

.
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of industrialization. It has something to do with the size of the
gopulation and the number of persons in the State who are going to

e covered. In a State where there is a tremendous number of low-
paid employees the difficulty of collecting the fund is perhaps going

to be insurmountable in the minds of the legislature of that State,
and the same thing applies to States where they have relatively a
small population, with only two or three prominent industries.

Senator WarsH, Youleave it to the States to determine the amount

_of insurange to be paid?

Secretary PERKINS. Yes,

Senator WaLsH. You leave to the States the method of colleoting
the fund, of raising the money. Now do you leave it to them as to
how it should be paid?

Secretary PERrrINS. Yes, sir; as to how it should be paid, how long
the waitin% ‘?eriod shall be. .

Senator WaLsn. Does not the bill fix that amount?

Secretary Perxins. They have to pay the 3-percent tax to the
Federal Govertiment if the State does not set up a fund which is
adequate to maintain an insurance system which will pay to an
individual a percentage of his previous earnings. The number of
weeks of compensation has to be balanced with the length of the
waiting period, naturally. If s'ou have a long waiting period you may
then have a longer pericd of benefits. If you have a short waitin
period you will have a shorter period of benefits, naturally. It wi
not cover so many weeks because the cost will be much higher.

Senator Couzens. May I pursue one more question? You say
your committee did not determine the question of contributions to
the fund. When you reached that conclusion may I ask if the
cognm?ittee studied the question of the wages provided in N. R. A.
codes

Secretary PErkins, Yes, sir; and they took into consideration the
gggeral wage levels of the country, both in the codes and before the
codes.

Senator Couzens. Now, if the codes are in existence—and it seems
to me as though they may be J)erpetuated—it does not seem conceiv-
able that any committee could reach a conclusion that there was any
opportunity in the world to get contributions from employees.

Atetarivr'lPsnxms. In some cases, sir, thero are State coinmis-
sions appointed to study these problems which have recurred to these
States that there should be employee contributions.

Senator Couzens. Miss Perkins, I am still at a loss to understand
why the Federal Government, which is to assume the leadership,
should go out and assume to lead the States into some form of un-
employment insurance, with the contemplation in mind that they
may deduct some of it from employees, when the wage scales provided
in the codes do not leave any Ieewa{ for a deduction from the em-
ployees, when they are outrageously low. 1 think it poor leadership
on the part of the Federal Government if they are going to leave to
the States the judgment of deducting revenues from the employees,
with these low standards of wages, to create unemploymeat in turn,

Secretary Perkins. Senator, if I were voting in the leFislaturo of
the State of New York, of which I am a resident, I should certainly
vote against any employee contributions. I agree withyou in
practice as to the sources of collection. I am opposed to employee
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contributions. I think they are unnecessary, troublesome, and not
justified by the average level of wages in this country at this time.
Also, I think that the employees will pay off these costs in a variety
of other ways over the course of a lifetime. That is inevitable.
Nevertheless, I voted in this committee for the idea of permitting to
the States the frecdom to experiment in the matter of contributions,
the source of contributions, as I was fundamentally impressed with
the wisdom: and the propriety of allowing the building up of some
experience in this country with regard to particular methods of con-
tributions, as well as with regard to tho matter of whether the funds
should be pooled or whethor they should be plant reserve funds. 1If
I wero voting in the State legislature I would vote in favor of a pooled
fund rather than plart reserve funds, as I think it is more secure, more
sound, less troublesome, and on the whole have better results. But
very conscientious citizens in some States are in favor of reserve
funds for their States and want to oxperiment with them, believing
they have a now idea, a new conception that may be utilized to oper-
ato to prevent a certain amount of unemployment. I do not think
that wo ought to cut off the people in the States from any experimen-
tation that they want to give to various aspects of this problem,
vaided only that the Federal Governmeont assures itself that the
unds received are properly taken care of and are used for the bonefit
of the unemploved. With that I beliove the States should be per-
mitted considerable freedom. Wo shall Fmbnbly get a better system
at 20 years of experimentation than we will have by enforcing generally
at this time my view or somebody else’s view as to how the funds
should be collected. As you know, there is a great difference of
opinion among honest, inforined people as to whether or not theére
should be contributions from both sources or from only one source.
Senator Couzens. Iam not trying to force the States to adopt any
licy. It has been stated over and over again that the Federal
overnment should be the leader. I am not trying to force the
States to do anytbing, but as long as we are assuming to be leaders in
this question it seems to me we ought to have some definite views
about what we would like the States to do and leave it, of course, to
their judgment, as to whether they do it or not. )
The CuairMAN. You do that, don’t you? ’ ‘
Secretary Perkins. No, we do not. We voted to allow the States
considerable freedom. o :
The CuairmaN. I thought you said the States called on you for
suggestions and you had certain suggestions to make to them. .
retary PERKINS. I personally have certain suggestions to make
to them, and the committee has several alternative model bills, so to
speak, which can be drawn with reference to the methods of contri-
bution. You do understand, I am sure, that the 3 percent, whichis a
Federal tax, is collected from the employers alone and not from
employees. ‘
nator Couzens. I understand that quite well, but, Miss Perkins
you know that when you collect the tax from the employer he has
every opportunity to pass it on to the consumer.
Secretary PERkINS. Yes, sir.
Senator Covzens. While the employee has no chance either to got

his wages raised or to pass it on.
4
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* Secretary PerkiNs. Yes, sir. That is one of the reasons why I
personally believe there is no necessity for having the employee con-
tribution.

Senator BARkLEY. Since reference has been made to the scale of
wages under the codes I should like to inquire how the scale of wages
compares with the scale in the same industries prior to the adoption
of the codes?

Secretary Prreins. When one .speaks of the scales one usually
means the wages of the various classes of employees in the various
industries, from the unskilled up to the highest skilled. In general
the codes have operated to raise the income and the scale of wages of
the lowest paid and the unskilled, and, in general, they have not
operated to increase either the scale of wages or the earnings of those
in the semiskilled and highly skilled groups. It was, of course, the
purpose of the codes to lift the level of thoss who were paid below
the subsistence level. There was no effort in most of the early codes
to modify or to influence in any way the daily or hourly rate of wages
in the skilled groups or above the subsistence level groups.

Senator BARKLEY. Did the reduction in hours affect the higher
strata of em%loyees? . .

Secretary PErkINS. The reduction in hours in some instances
reduced the total weekly earnings of those in the highly skilled groups.
. §€qa?tor Wausn. That is one of the claims in the textile industry,
sn’b 1t

SecmtargePEnxms. Yes; it is ono of the claims, but that is not
quite so, because thore was an increase in the actual amount of
employment over a ’Fear, s0 that the total earnings did increase.

.Senator WavLsn. The code does not grade and fix the wages in the
different grades above the minimum?

Secretary PErkINS. The code does not fix the wages above the
minimum, merely indicating that those persons in the industry who,
at the time the minimum wage was adopted, were receiving what
now became the minimum but which had formerly been above the
minimum, should have a proportionate increase. That is, that those
who received $12 before that became the minimum should be raised
to a point where they were as much above $12 as they were above the
lowest paid below their previous low pay.

Scnator CosTicaN, Miss Perkins, is it a fair conclusion from what
has bgen said that the codes have operated to raise the minimum
wages

cretary PERkINS. Yes, sir; very substantially, and by that to
increase the total of money going into the pay rolls.

Senator CostigaN. The total annual earnings of those who were
in the lower groups? .

Secretary PErxINS. Yes; the total annual earnings of those who
were in the lower groulgs. .

Senator Barkrey. Did the reduction in the weekly hours of work
of those in the higher groups result in hiring more people in those
groups, or was there an increase in compensation per hour or per week
to the aggregate of those groups who were employed? .

Secretary PERkINs. That has varied, sir, between different indus-
tries. In some industries the answer would be ‘‘Yes,” and in other
industries the answer would be “No.” It has depended consider-
ably upon the actual market demands upon that industry and upon
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the degree of equipment for production in that industry. - That
whole subject is being studied now by the Division of Research in the
N. R. A,, as well as by the United States Department of Labor. The
answers are intrieate. You cannot make general answers from hear-
say.

Senator King. Perhaps the question I will propound is not ger-
mane to the general discussion.

Secretary Perxins. I may not be able to answer, sir.

Senator King. I think you can. A number of complaints have
come to me from persons who were conducting what might be denomi-
nated snaller business enterprises and they claim that the codes have
compelled them to shut down entirely. I was wondering whether the
closing out was suﬂicientl{ great, whother there was a sufficient
number Jf thosé in the smaller industries and businesses as to reduce
in the aggregate the number of employces who belonged to the mini-
mum wage class. .

Secretary Perkins, I think I am safe in answering that, sir;
although I 'should like to write you a memorandum on it after making
a careful statistical study on it through our Department. I am quite
sure that even in the minimum level groups there has been the same
Eeneral pmgortion of increase in the number of persons employed as

as been shown throughout the total industry. Practically every
one of the manufacturing industries shows an increase in the number
of persons employed since the code went into effect. There are a few
industries which can be said to be declining industries, such as car-
riage making, for instance, where there has been no increase in the
number of persons emg{oyed. In practically every leading industry
in the country there has been an increase in the total number of
gersops employed. I think that the same proportion of increase has

een in the minimum wage groups as in the other groups, although we
have never analyzed it in that way. There has been a total increase
in the number of persons employed in each of the industries.

Senator Krve. Has not the complaint frequently come to your
Department, and echoes found in the public press, perhaps in the
ad made by publio men, that the codes have tended to increase
the monopolistic power of a more limited number of organizations?

Secretary Perkins. Not very often, sir. The complaints of that
nature which have come have been relatively few and on investigation
ususally seemed to be unfounded. Of course I do think that every
precaution should be taken in the development of these codes to
grotect those small enterprises. I am not certain that theg can best

e protected by giving them a favorable differential in hours and
wages over the larger groug. There is really no reason why they
should not pay a wage and have working conditions which furnish at
least a sufficient standard of livin%.

, Senator Brack. Miss Perkins, I want to ask you one or two ques-
tions. Senator Couzens brought up the question as to the imposition
of contribution on the people at work. Is it not true that the tax
employed under the bill necessarily is, in the main, a tax on the
people at work?

Secretary PErkiNg. Well, it will not be collected directly from them.
- Senator Brack. Certsinly.

- Secretary PERKINS. You mean, sir, I suppose, that it can be trans-
lated into the price?




118 ECONOMIO SECURITY AOT

Senator BLack. Most of the consumers of consumable goods, are
they not the people of low income?

Secretary PERKINS. Yes, sir.

Senator Buack, Then is it not true that under this tax, as imposed,
it will, in the main, be loaded upon those who purchase consumable
goods and therefore will, in the main, be loaded upon those with
smaller incomes?

Secretary PERkINS. Yes, sir.

Senator Brack. Then is it not true that up to that extent it does
not increaso the aggregate purchasing power of the Nation.

Secretary Perkins. I think it will increase the purchasing power.

Senator BLack. Let me makeit a little clearer. If a tax isimposed
upon a wage earner who gets a thousand dollars a year and you
impose a tax of 3 percent, directly or indirectly, through increasing
the Price of goods, or otherwise, upon that person, that naturally
would not increase the aggregate purchasing power of the Nation,
it s:lymply would be shifting it from one person to another, would it
not

Secretary PErkiINs. Possibly so, but you see in the imposition of &
tax upon the pay roll you do, in a very large proportion of the cases
impose a tax at & point whero it cannot all be passed on in price, an
this is particularly true with the highly competitive industries that
have to do with selling services and not with the selling of goods.

Senator Brack. Yes,

Secretary PERKINS. You alsoimpose a tax in this case upon persona
who are retail merchaats and have a pay roll on that account and
only to a limited degree can they pass on portions of that tsx in the
form of price. .

You also impose the same tax upon manufacturers of durable
goods where also it is very difficult to pass directly to the low-income
consumer any substantial portion of that tax. You getinto the hands
of the low-income groups, if an unemployment insurance fund is
raised, a steady cash income which will be spent rapidly during periods
of unemployment. ‘The more rapidly it is spent, the more rapidly it
turns over from hand to hand, the greater is the increase in the total
income of that locality. The same dollar handed by me to the grocer
is handed by the grocer to the druggist and by the dmgﬁi:t to the dry-
¥oods man and becomes $3 of income for that locality almost within a

ew minutes. So by putting cash into the hands of those who are
the quickest spenders because they have the greatest unsatisfied
wants, in periods at the beginning of depressions, an inoreased total
income results. By maintaining their immediate purchasing power,
you do, I think, increase the total income. . . .

Senator BLack. That is the stabilization of purchasing power by
spreading out the purchasing power over the year rather than increas-
ing it, is 1t not?

retary PEREINS. I do not think I agree with you. I think it
does amount to an increase, because the people who spend their
income most rapidly do create a greater increase in income.

Senator BLack. In other words, a thousand-dollar-a-year man
ususlly spends it all as quickly as he can, doesn’t he?

Secretary PERKINS. Yes; but it you cut oﬁ,ret()iy virtue of unem-
ployment, $200 from his natural income, you do reduce his purchasing
power. (i you, by virtue of the unemployment-insurance benefits,
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are paying him a porlion of that $200 at a8 time when otherwise he
would have nothing to spend, you keep up the spending ’power and
in that way you keep up the natural increase that arises from it, as
he hands it to other people and they in turn spend it.

Senator Brack. What I was trying to get at, if that tax was
imposed upon those with such large incomes as are economically
called surplus incomes, incomes over the amount necessary for the
individual to buy consumable goods, then you would really be divert-
ing money from the class that would not spend it to the class that
would. That is correct, isn’t it?

Secretary PErkiNs. Perhaps I do not altogether follow you.

Senator BLack. Let me see if I can make it clear, because it is
coming right down to the way the tax is drawn.

Secretary Perkins. If you would like my opinion as to what 1
think perb%ps will be done, I could answer 1t easily.

Senator Brack, I understood you to say yesterday, and 1 thor-
oughly agree with you, that under our economic system it is no
longer possible to say that one locality should be charged wholly and
completely with the care of those who have suffered by reason of the
economic hazards. That is correct, is it not?

Secretary Perkins. Yes. 1 was discussing that with regard to
old-age pensions.

Senator Brack. That is because, as I understood it, the economio
system works in such a way that frequently the locality that pro-

uces the most wealth will not be the locality that contains the most
wealth., That is the theory on which that is based, isn't it?

Secretary Perkins. Well, possibly.

Senator Brack. As I understand the unemployment insurance tax,
ist does not provide in any way whatever for $1 of Federal aid to the

tates,

Secretery PERkINs. Not directly under an unemployment insur-
ance tax., May I say that was considered, as to whether or not there
should be a contribution out of general Federal taxes to maintain the
systems, I am very glad to have you raise the question so that I
may explain it. We decided that the greatest hazard to any of these
funds and the greatest strain on any of these State funds, and the
greatest insecurily and uncertainty arises larly in the periods of
world-wide or national depressions over which no group has an
control and where the unemployment runs unpredictably long periods
of time. We, therofore, after giving this matter very long and con-
scientious consideration, concluded that the best time for the Federal
Government to make its contribution would be at times of long-term
depressions and therefore long-term unemployment. So we recom-
mended a supplemental system of works benefits which would be
available after cash benefits had been exhausted. That is, we expect
the States to provide systems of unemPloyment insurance which will
pay cash benefits for limited periods of time, a period limited by the
size (()if the fund and by the actuarial principles of keeping the fund
sound. .

Senator Buack. A maximum of 6 months?

Secretary Perkins. Fifteen weeks, perhaps or 26 weeks; the
duration depends on various factors.

Senator Brack, Yes.

’
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Secretary Perxkins. Then, after any periods that became extreme
depressions, as they will be when people have been unemployed more
than 6 months, the Federal Government should step into the picture
with a work program, paid for out of Federal taxes, and the persons
unemployed beyond the exhaustion of their cash benofits should be
entitled to a works benefit. e believe that you will, by that com-
bination, get the advantage of establishing within the State where
there is a small group subject to education and improved management,
under some kind of State leadership, the benefit of the attempts to
prevont unemployment and the attempts to stabilize, and that you
will get a sound insurance fund which 18 not likely to be bankrupt.
You will not have the anticipated contributions from the Govern-
ment out of taxes to be raised at a period when they are least easy to
raise. You will have the benefit of some employment stabilization
and at the same time you will have the added security, at the time of
long depressions, of the Federal Government coming in with the works
benefit, which will be paid for out of Federal taxes. .

Senator Buack. The loni_and short of it is, so far as unemplg‘yment
insuranceis concerned, the bill provides a method whereby the Federal
Government taxes the industries in a State, and the Federal Govern.
ment, contrary to all Frevious experience in Federal aid, does not aid
the State with one dollar of any funds raised by the Fe&er'al Govern-
ment outside of that which comes directly from the State itself.

Secretary PErkiNs. Except for administration.

Se1ator Brack. That is 10 percent of the total raised; yes. As1
understood it yesterday, on the old-age pension proposition, if the
borrowing system is followed, then you likewise have & contributory
system whereby the Federal Government would not assist in that,
would not assist the State. - It is contemplated, in the second plan
proposed, the plan of annuity, that it be contributed by the employers
and employees within the State.

Secretary Perkins. That goes directly to the Federal Govern-
ment.

Senator BrLack. Sure, it gues directly to the Federal Government,
but they get paid back in proportion to the amount they pay within
the States.

Secretary PErRkINs. No.

Senator Brack. I want to be clear on that. As I understood the
second proposal, or suggestion made for old-afe Eenslons, under the
first alternative that you outlined to Senator La Kollette, the idea of
Federal aid is abandoned on old-age pensions nnd we depend upon
the contributions solely. L .

Secretarg Perkins, That is not within the State, sir. The com-
pulsory old-age sannuity plan is to be administered by the Federsl
Government and the collections will be made by the Federal Govera-
ment, and the payment will be made to the Fedcral Government
through whatever agency the Federal Government chooses. It is
enticipated that the fund will carry itself as an insurance fund,
except for the fact that we have the problem of making adequate
provision for the 1‘])ersons who are now 40 years of age and over but
not 65 and who, therefore, will not have, during the remaining period
of their working years, sufficient time to make or have made on their
behalf, contributions sufficient to give them the total benefit at 65
which those now 20 will get at 65 on the basis of an eamed premium:.
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So you have that transition group, so to speak, as a problem for
which some provision must be made in the interest of simple justice.

There are two or three alternatives. Either the Federal Govern
ment may appropriate out of general taxation currently to supplement
their benefits when they become 65, or it may borrow from the con-
tributions which are being made by the younger people.

Senator BLack. Peo[i!e that work?

Secretary PerkiNs. The younger people, people in the 20-year
and 30-year group.

Senator BLack. Yes,

Secretary PErkiNs. It may borrow from those contributions to
an the supplementary benefits, but the Government will eventually

ave to pay them.

Senator Brack. That is a question for the Senate committee to
decide in passing the bill, but the difference between those two plans
of raising taxes is the difference between the method adopted by the
Federal Government which might be on large incomes or excess
profits, or the methods provided in this bill of levying a tax on the
employer, which eventually goes to the consumer. That is the
difference in the two methods, is it not? .

Secretary PErkins. No, sir. I think without regard to which
method you take, one is a method of raising taxes collectively and
the other is a method of borrowing first and then raising taxes in 1965.

Senator Brack. As you stated yesterday, one is taken from the

ounger workers and the other is a question of raising taxes by the

ederal Government, if it ever will adopt it and follow it, by putting
a tax upon excess profits, excess salaries, excess bonuses, high incomes,
and high inheritances. 1f I understand this bill, if we pass it as it is
written we are tied down absolutely so far as the 3 percent is con-
corned to the method of taxing the employer.

Secretary Perkins. For unemployment insurance; yes, sir.

Senator BLack. All right. So we are left no alternative, and the
State is left no salternative, the State itself, insofar as that 3 percent.
is concerned—I am not talking about this addition, but insofar as
that 3 percent is concerned—if they wanted to tax in New York State,
for example, if they wanted to substitute for that 3-percent tax on
the employer a tax on high incomes, high profits, high bonuses, and
high salaries its hands would be tied, insofar as that 3-percent tax is
concerned? ) ]

Secretary PErkins. No, sir. I think there is a misconception thers,
if I may say so.

Senator Brack. All right. . .
. Secretary PErkiNs. The 3-percent tax is a Federal tax to be paid
into the Federal Treasury and not to be used for unemployment
benefits, If the State in which the employer is operating has a com-

ulsory unemployment insurance law to which he makes any contri-

ution, or to which he makes a 3-percent contribution, then he is
exempted entirely from paying the Federal tax, but he must pay
& premium up to 3 percent into the compulsory fund of his State.
His State is not prevented from making any contribution which it
chooses to make out of its State funds, nor is it prevented from raising
those funds in any way which it chooses. A State msy make a law,
that requires of all of its employers a 24-percent contribution of their
pay rolls and require no other contribution from anybody except
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from the State itself. It might make a very large contribution from
the State funds themselves in excess of the employers’ contribution,
matching it or doubling it or tripling it. A State could raiss those
funds in any way it chose, by inheritance taxes or any other method.
Senator Brack. I understand that. Let us get back to the
3-percent proposition,
Secretary Perkins. The employer will have to pay 3 percent.
Senator Brack. Certainly he has to pay 3 percent in the State.
Secretary PERkINs, Yes, sir,
Senator Brack. The State could not keep him from it if he wanted

to.

Secretary PErRkiNs. He would have to pay it, either to the State
or to the Federal Government.

Senator Brack. If there were some other employers, that were
making 200-percent profit, that were paying million dolfar bonuses,
if the State wanted to put the tax on them instead of the particular
employer, it could not do it under this law, could it?

retary PERkINS. It could put an excess-profits tax on them in
addition to the 3 percent and use it for any pur%ose it wished.

Senator BLack. But thislaw fixegit to where the State is absolutely
compelled, so far as those employers are concerned, irrespective of
the fact that it may want to graduate that particular tax according
to the profit made, on the income derived, its hands are tied and it
cannot bear it.

Secretary PErkiNs. The effect, if I might say, of the 3-percent tax
is to equalize tho competitive cost of manufacturing between the
States, so that we will not have the argument (and sometimes it is a
legitimate argument) that the lack of a certain cost upon an employer
in one State is sufficient to give that garticular employer the ad-
vantage, in competitive bidding, over the employer who makes the
same line of goods in a State where they do have a charge which falls
directly upon him. In other words, it equalizes the competitive
factor by equalizing the amount of the contribution.

Senator Brack. Did the committee find any precedent for a system
of Federal aid, we will call it, or Federal coercion—-that is what it
amounts to, as far as I am concerned. I am for the Federal aid and
if it be coercion, for this kind of insurance, but is there any precedent
of any kind where the Faderal Governirent has forced the passage of
laws by States and where the Federal Governnient has not contributed
in somme way to that State? 1 am curious to know that.

Secretary PExkins. Is not the inheritance tax on that basis?

Senator Brack. The inheritance tax. Is there any other?

Secretary Prrxins. T do not at tnia moment think of one, but I
am not an expert on all the statutes.

Senator Brack. Of course, the inheritance tax is quite a different
system from this. .

Secretary PEnkins, But it was a device by which taxes were
raised for the ¥ederal Governiment and at the same time an incentive
was given to the States to utilize a similar method.

Sonator Buack. If it be true, as stated by you yesterday—and [
am sure that all who study modern economy in this country sgree to
it—that locally the people are a part of one national economio systeni.
The liazards that are created are not created by them alone. They
are thrown ont of employment frequontly in Maine by reason of
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s‘\?met{ljui that might perhaps happen economically in California or
New York.

Secretary Perkins. With modifications, sir, that is correct.

Senator Brack. All right. Let us assume it then with modifica-
tions. As stated by you yesterday, as I understood it the economio
system is such that it does bring hazards for which the local com-
munity is in no wise responsible economically.

Sccretary Perkins. It does bring some hazards for which the
locality is not responsible. .

Senator BLack. They could not prevent it at all.

Secretary Perkins. Some hazards; others they could.

Senator BLack. Yes; some of them. The economic system oper-
ates in such a way that it will frequently take the wealth from one
part of the Nation, produced by that part of the Nation, into other
parts of the Nation. Why is it not fair, if the economic system does
concentrate it into certain hands in certain communities, to have a
Federal-aid system that will aid in counteracting such a tenden??

Secreta ErKINS. I think, sir, we have attempted to provide at

least the basis for that in recommending to your honorable body -

direct appropriations for grants in aid to the State for old-sg‘%(f)en-
sions for its aged and indigent, direct appropriations by th eral
Government of grants in aid to the State for the protection and care
of dependent children, and for the protection and care of crippled
and handicapped children, and for grants in aid for the care and pro-
vision for preventive activities on behalf of those who are sick. In
those large aspects of misery and social adversity for which you can-
not think up any really sound economic preventive methods, we are
recommending direct grants in aid by the Federal Government to the
State, beginning with small amounts, such as are recommended 1n
this bill, to take care of present conditions. But with regard to un-
employment insurance we have belioved that to some extent unem-
Rloyment is preventablo in some businesses and localities, and per-

aps that pressure for the development of preventive methods can
be put most easily and most successfully upon various industries by
local attention to the local situation. . )

There are industries in this country which, by improvement of
their management methods, have actuslly stabilized or come near
to stabilizing the amount of employment which they give. -That has
not meant, 1n those particular industries of which I have knowledge,
any consideralbo cutting down of the number of persons employed.
It has rather been an intelligent use of all of their resonrces to equalize
employment throughout the year and over a 10-year period. Hence
they were able to cut the price of the manufactured article so that it
had a wider sale and therefore made for an extension of their industry,
and at the same time to give steady emlployment to their employees.

Now, that has happened in individual cases and in enough cases so
that I am convinced there is a possibility for advance in that par-
ticular field.

There are certain forces over which no employer or manager, how-
ever good, intelligent, or well-intentioned, or however favorable the
economio circumstances in his industry might be, has any control and
whioch might sweep the best system off its feet. Those particular
plaats in which there had been careful planning for the purpose of
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: prevenu'.nﬁl unemployment and stabilizing employment have shown

the least il effects in their response to the deflationary or downward
economic forces to which all industries have been subjected in some
degree. We have, of courss, sufficient data from which to draw general
conclusions. It may be said that only those industries that have a
natural favorable economic situation are the ones from which we
have gotten the data and that certain industries are, by- their nature
seasonal. There is nothing I ¢can think of at this moment which will
overcome some of the seasoral charactersistics of that industry, but
there are other industries which have shown, historically, a seasonal
rise and fall, a seasonal period of high production and '%h employ-
ment, and & following season where there were wholessle lay-offs.
There are certain features that have convinced all of us who have
studied the situation that we can, by definite human ingenuity,
prevent that extreme seasonal dip, and can iron out, as we say, the
peaks and valleys.

Canning is about as seasonal an industry as there is, responding
as it does to the crops, but there are two or three canning factories in
" this country where, by planning, they have ironed out the peaks
and valleys and have come to a practically stable amount of produc-
tion and a practical stable amount of employment, and therefore
bave a regular monthly pay roll,

As you know, the automobile industry has regularly shown, in
recent years, these extreme peaks and valleys of employment and
production. ‘There is now a group which believes that by certain
changes in the method of planning and of sell.i.nf they can greatly
reduce the seasonal variation in the amount of employment and
unemployment. My own_belief is that we have begun to exhaust
the posaibilities of preventing unemployment by preventing seasonal
unemployment, due to minor depressions, and to technological
changes. We have begun to exglore the possibilities of preventing
some of that unemployment. There are other aspects that cannot
be prevented by any means now known to the human mind. All of
these great major depressions create so much incidental unem-

loyment that no preliminary planning can seriously affect them.
. ‘tihink the combination of all of them is the important thing to con-
sider. .

Senator Brack. Let me see if I understand the basis of your view-
point for distinguishing between the two, As I understand it, then,
it is your view, so far as unemployment insurance is ooncemeé, that
it takes care of temporary unel:ﬁ) oyment only?

Secretary Perkins. That is all. . "

* Senator BLack. Probably caused by technological changes, shifting
from one plant to another, or temporarily closing down of a plant.

Secretary PErking. Seasonal variation, = .

Senator Brack. So far as that is concerned it is your opinion, and
perhaps the opinion of the committee, that it is proper for that to be
taken care of locally on the theory that if local communities have to
take care of it it would be an incentive to reduce such temporary
unemployment? .

i Secretary PErKkINs. Yes, sir. ' 5

- Sendtor Buackx. But insofar as unemployment lasting over a long
period of time is concerned, the hazards of health, hazards of ol
ago—— ..
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Secretary PErkiNs. And dependency of youth, )

Senator Brack. And dependency of youth, over a lon§ period
that the committeo is of the opinion that that is not purely local an
would call for Federal aid to the localities.

Secretary PErkINs, Yes, sir,

Senator Brack. Than} you. o

Secretary Perkins. That is the principle involved in this bill.

Senator Hastings. Miss Perkins, the tax is the same on the indus-
try that is well managed, so far as it relates to its unemployed, as it
il.)s ill#)on the industry that is not managed so well, isn't it, under this

Secretary PErkins., That will depend entirely upon the State laws,
sir, A given State, in its unemployment insurance law, might pro-
vide for a higher premium for industries with a higher rate of unem-
ploszment, if it wished to.

nator Hastinas. A State could not do that.

Secretary PERKINS. Yes, the State could assess an employer at any
rate it wished to fix.

Senator HastiNgs. Yes, but they could not levy & 3-percent tax
on _an industry on one side of the street and a 4-percent tax on an
industry on the other side of the street.

Secretary PErKINs. Yes.

Senator Hastings. I do not know of any State constitution that
would permit that.

Secretary PErkinNs. That is not a tax, you see, it is an assessment
to a fund. Wisconsin, in its present law, attempts to do that. There
are ways by which gou can permit them to contract out, if they were
to do it, under the State laws, contract out on the basis of the actual
cost of their own unemployment.

Senator Hasrings. Is it hoped that the various legislatures will
meet within this short period, while they are now in session, to work
out sll those details and psss a law so they may take advantage of
this 3-percent tax?

Secretary Perkins, Yes, sir; it is hoped that a great majority of
the State legislatures now in session will pass some form of unem-
ployment insurance suitable for their locality and which will be what
the people in that State think is the wisest way of carrying on their
unemployment insurance system.

Senator BArkLEY., Miss Perkins, let me ask you a question or two.
Heretofore we have held out a sort of an inducement to the States to
do the right thing along different lines, such as building roads, engag-
ing in public health activities, vocational training, agricultural exten-
sion, and other things, by pmvidmf certain funds out of the Treasury
and stating to the States that, ‘“‘If you match this appropriation at
least doller for dollar you can take advantage of the appropriation
made for the Eurposes. ' That was a sort of inducement under which
they could take advantage of the general tax for the benefits of roads,
schools, farms, and what not.

Now, in this, we have departed, it seems, from the theory of induce-
ment, because we levy this tax against the employers of sll the States
snd we say:

If you pass a law yourselves you can keep r share of this, whatever you

ou
would pay into the Fyedenl Treasury 'you can gee , but if you do not pass such
alaw as this, this money goes into the general fund and it may be used for unem-
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loyment Insurance or it may be used to build battleships or anythin, hat th
g‘ecferd Government m‘ght);rant to expegd it for. psor anything clsa that the

I should like to have your theory as to the justification of this
form of coercion or intimidation or whatever it is. It is just a little
different from inducement, because the theor{ is a little different. I
am bothered, as I told you yesterday, about the theory that we are to
collect a tax from the States and say, “If you do not pass a law
yourself we are going to take it away from you, and you do not get
any of it back.”

cretary PERKINS. You see, sir, if it is given back to the States,
we will say for unemployment relief, you have then removed the
incentive to the State to pass a suitable law of its own. The pur-
pose of the Federal tax is to equalize the cost of doing business in
every State, so far as it can be equalized, with regard to taking care
of unemployed persons.

Senator BarkrLEy. Many States have passed the retail sales tax
and there has been great opposition to it, in that one State for instance
because it did not appl,;A to other States bordering it, therefore it was
an injustice to the merchants in the States in which the tax waslevied.
There is a good deal of justification, I think, for the uniformity of the
tax so as to put all menufacturers and all employers on the same basis,
But let us assume that only 10 States would pass an unemgloyment
insurance law and the entire fund of 3 percent is collected and put into
the Federal Treasury. I think it fair to assume that there would be
a surplus in the Federal Treasury out of that fund over and above
what would be paid on unemployment insurance in States that
enacted laws, there would be additional funds in the Treasury.

Secretary Perkins. Which would probably be used for Federal
relief, if that were the case. *

Senator Barkrey. That is a different matter. Do not you think
it would be a good idea to earmark all the tax money that is produced
br the 3 percent that is collected for uremployment insurance? If
all the States do not take advantage of it and enact their own laws
8o they get back into the State for unemgloyment purposes only the
amount of tax raised, do not you think that that money ought to be
earmarked in the Treasury for that purpose alone and not spent for
goneral public purposes, so when the time came that all the States
enacted this uniform: system, or most of them enacted it, or at any
other time, that money collected from employers for unemployment
insurance, either through the distribution of the Federal Government
or the States, should go for that purpose and not for general pu?oses?

Secretary PERkINS. That would seem to me, sir, not_to offer an
inducement or any incentive for the passing of these laws, if the States
are to get it back anyhow in the form of unemployment relief,

Senator BarkLeY. I am not speaking now of each State getting
back the identical money it paid in. .

Secretary Perkins. Using it for unemployment insurance?

Senator BARKLEY. But using it for unemployment insurance, or
in some capacity somewhere.

Secre Perkins. Ordinarily such revenues are not earmarked.

Senator Barkrey. Congress can ear-mark it by providing for that,
by providing that it shall be put into a fund. It seems to me there
is serious objection to the collection of a tax for a definite purpose,
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like unemployment insurance, and then use a considerable portion
of that tax for general Government’s expenses.

Secretary Perkins. This tax is not collected for unemployment
insurance.- This is a general tax. It is assumed that the Federal
Government has an ample use for taxes and is always seeking new
sources of revenue.

Senator BArgrLey. We would not be levying this tax except to
provide for unemployment insurance.

Secretary PerkiNs. To raise general funds for general purposes
and to encourage the States to pass unemployment insurance laws o
their own, . .

Senator BARKLEY. And penalize them if they do not?

Sec;ﬁtary PerkiIns. It only penalizes the employers, not the State

enerally.
& Senatzr BaRrgLey. It does not penalize the Government.

Senator Couzens. In other words, if this was earmarked to go back
to the States at some future time, there would be no incentive for the
States to hurry up and create an unemg]oyment-insurance law.

Secretary PERkINS. That is my thought, sir.

Senator Hasrings. That is not Senator harkley’s su(fgestion.

Senator BARKLEY. I think the fund ought not to be dissipated for
general purposes; it ought to be kept intact for unemployment
Insurance. . . .

Secretary PErkINs. It might be kept intact in & fund from which
the Government will draw to pay, for instance, for public works,
which it is anticipated will have to be thrown in to provide a work
benefit after the tax benefits have been exhausted in periods of deep
depression. I am told by the Treasury that things like that are
merely a bookkeeping procedure. If the Government has an obliga-
tion it has to pe‘liy the obligation, and whether you have earmarked
the fund or not does not matter.

Senator BARkLEY. You do not believe that this tax, which is levied
for the purposes of unemployment insurance, that aan part of it
ought to be spent for the support of the Army and Navy, or the
diplox;xatic corps, or some other normal branch of the Federal Govern-
ment’

Secretary PERKINS. It does not matter how this specific money is
used, just as it does not matter whether, in paying my rent, I take
the money out of the savings bank or out of my salary check.

Senator BArkLeY. That is your money. -

) Secre,t ) ?tary Perkins. The same is true with the Government,
18n't 1t

The CHAIRMAN. Miss Perkins, so far as you are concerned, and so
far as your committes is concerned, you have no objection to making
it a special fund, have you? .

Secretary Perkins. Except I would have a very great objection to
making it & special fund which was ever to be returned to the States
for paying unemployment insurance benefits, If you do that it is an
advantage for each State to postpone the enactment of its own law.

The CHalrMAN. Senator Barkley inquired on that proposition.

Senator BArRkLEY. That is not the point of my inquiry.

Senator HasTiNGgs. Senator Barkley, may I make this suggestion
and see if 1 Eet, your point clear. It seems to me the point made by
Senator Barkley is & good one, upon this theory, that if, for instance,
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the Federal Government found it necessary at some future time to
appropriate a certain amount of money for unemployment relief and it
had an accumulated fund of $100,000,000 that came from this act,
it would feel very much easier about ma’king the contribution upon the
theory that it was originally collected for that purpose.

Senator BArkLEY. That is & kindred idea, yes.

Secretary PERkINS. I know very little about Treasury operations,
but I presume if they had a hundred million dollars they offset that
against sonte other borrowings they have to make, some other financin,
they have to do. It becomes a matter of purely technical methods o
financing current expenses, and I do not think it makes any difference.

The CHAIRMAN. We will got the Treasury’s viewpoint.

Senator GoRre. Does the theory underlying this proposal here
concerning which Senator Barkley has been inquiring procéed on the
assumption that the Federal Government knows just a little better
what the people in a given State ought to do on this subject than the
people in the State?

Secretary PErkins. No, I do not think it does, sir.

Senator Gore. I want to ask you another question. Do you want
to ask a question on that particular point, Senator Walsh?

Senator WavrsH. Senator, is not that implied in the provision here
that the States must fix the age limit of 65 or rather than leaving that
proposition to the States themselves? .

Senator Gore. I think the whole implication is to that effect. I
want to get her reaction on that,

Now, Miss Perkins, something was said yesterday about the
Townsend plan. Doctor Witte said your committee had given some
thought to that subject.

Secretary PERKINS. Yes.

Senator Gore. I would like to get your reaction to the Townsend
plan, and the reaction of your committee.

Secretary PErkinNs. The Townsend plan of courss has been pro-
posed in various communications to almost every public officer, in
recent months.

Senator Gore. It certainly has.

Secretary PErgins. It naturally came to those of us who were
members of this committee, and it was considered at more than one
session. _After giving it what seemed to us due consideration, it ap-
peared_that it was impracticable and impossible from any kind of
reckoning that we were able to do at this time.

Senator Gore. Was your obf'leotion to it then based upon principle
or was it merely based upon the theory that the monthly payments
were too large? : .

Secretary PErgiNs., The total sum involved was too large, not
onlS: the monthly wﬁments but the degree of coverage.

nator GORE. at I want to get at is this: Does the Townsend
plan differ from your plan merely in degree or is it different in kind
and different in principle? . L.
. %ecretary Perkins. It is quite different in principle, in kind, and
in degree.

Senator Gore. In what respect?

Secretary Perkins. The old-age provision in this bill-—

Senator Gore. The noncontributory. part of it? :

Secretary PERkINs. The noncontributory part of this bill provides
for a pension for those who are aged and needy. Not those who are
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aged and have funds, but those who are aged and needy, as judged
by the people in their own locality.

Senator Gore. Then if the Townsend plan was limited to those
who are aged and needy it would obviate your objection to it, would it?

Seicretary Perkins, Except as to the amount involved, which is
too large.

Senator Gore. The amount is merely a matter of degree, it isnot a
matter of principle at all. That is all a matter of discretion.

Senretary PergiNs. That depends. .

Senator Gore. Does the propossal involved in this legislation seek
in any sense, to substitute social security for the struggle for existence?

Secretary Perkins, No, sir,

Senator Gore. It does not?

Secretary PErkiNs. The struggle for existence, I take it, is a biologi-
cal thing which goes right on. .

Senator Gore. It has gone on for a long time, hasn’t it?

Secretary PErkINs. Yes; and I suspect it will continue.

Senator Gore. Do not you think that we will, through cooperation
between individuals, reach a stage in civilization where the struggle
for existence will no longer be necessary? .

Secretary Pereins. No, sir.

Senator Gore. The major part of it?

Secretary Perkins. No, sir.

Senator Gore. What factor would interfere with it?

Secretary PErkiNs. Of course, my views on this matter are not im-
portant. I think the question of cooperation between individuals has
accounted for as much civilization as any persons! struggle. That
is 'gést my philosophical view. X .

nator Gore, Can you secure people against the struggle for exist-
ence, and have the struggle, too? . . . L

Secretary PErkINs. Most of us have tried to give a certain security
to those who are dependent upon us from the more serious aspoct of
the struggle for existence, and to 8 very large extent we have suc-
ceeded in civilizing society. That is the purpose of civilization.

Senator Gore, Those who receive security against the struggle you
think will stmggle.angewpy, and I suppose they will, as a general rule.
Of course, there will be exceptions.

. Secretary PErkINs. I do not think there has been any cessation
in the sfruggle for existence because some who were subjected to
infants’ diseases were protected. Those who have not had infants’
diseases have grown to be just as robust and bear the burdens of life
as other people. ‘ N

Senator Gore. We often hear thas the childron of the rich do not
sometimes fare as well as those who have been up against realities
in their youth, who have learned how to struggle, . For some reason
there is the impression that the children of the rich do not succeed.
Some people suspect that is because they do not have to struggle.

Secretary PERkINS. A great many children of the rich do appear
to me to be quite successful as human beings. But it is very difficult
to draw conclusions. The number of children of the rich are com-
paratively few. . . ‘

Senator BARKLEY. It is rather difficult to say what would have
happened if somethx’ng elso had happened that did not happen.
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Senator Gore. Now then, here your statement yesterday was that
there were two objects in this whole old-age pension; one was to
?novide for the aged, to protect them against hunger and cold, and

he other was to provide them with a purchasing power.

Secretary Perkins. Yes.

Senator Gore. The two, as I understood you, were equally im-
portant?

Secretary Perkins. Yes.

Senator'Gore. You stated mass production called for mass con-
sumption and when you provided these old people with a purchasing
Bower they expended it for the menufacturers’ product at retail.

oes not this plan contemplate taking the purchasin%] power away
from the manufacturer, which he has earned, to take the purchasing
power away from the merchant, which he has earned, and transfer it
to these aged pensioners, which they have not earned, in order that
they can use the purchasing power to buy from the manufacturer,
whose purchasin?g power you took away to start with? It comes to
that, does not it .

Secretary Perxins, I think you may be overlooking the difference
between income and wealth. Income arises from the velocity with
which the medium of exchange moves from hand to hand, whereas
wealth, of course, is more solid and substantial. The macf:ines, the
land, and the buildings are real wealth. ..

Senator Gore. However much we sympathize with the old people
who obtain this purchasing power under this pension, a part of it
will be taken away from wage earners who would have used it for
Kurchasing the necessaries and comforts for themselves. Now, you

ave taken from their income the purchasing power which they would
have used to purchase the manufacturers’ goods, which they have
earned and which they will need, and you have transferred it to some-
body that did not earn it, to say the least. That is not an addition to
the purchasing power of the community; that is limited to the income
now.

Secrotary PerxinNs. You may be right, sir,

- Senator Gore. Well, now, if you subtract a part of the merchants’
purchasing power under this plan and transfer 1t to the aged, he can-
not raise the wages of his emf]oyees to that extent and add to the
Pm;cl;a.;mg-power of his employees to that extent; that is a fact,
sn’t 1t c

Secretary Perkins. I would not think of disputing that, sir.

Senator Gore. The manufacturer could not give that purchasing
Kower to his wage earners; he could not add to his plant no matter

ow fnuch he needs to, to the‘extent of the purchasing power that
you have taken away to give to somebod{flse to purchase from him,
* Now what I am tr{mg to get at is this, Miss Perkins: Your assump-
tion is that it is a function of the Government to take purchasing
power awav from the citizen who has eamed it—and we will say
earned it honestly—and transfer it to another citizen who has not
earned it; that is the principle in this bill at least, so far as the pur-
chasing-power end of it is concerned, is it not? :

Secretary Perkins. No, sir; I do not think it is the function of the
Government to take the purchasing power away from one individual
and giveit to another. I think it is the function of the Government to
provide a methed by which those who are dependent in their old age
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may be provided for against the devastating ravages of poverty when
they are old. I tried to indicate yesterday that I believe that an
incidental advantage which the whole community will get, and the
aged person as well, is that there will arise a new location of purchasing
power which will be useful to all of the community who have contrib-
uted to the fund into which the taxes going to support this plan are
paid. But the prior duty is to the aged.

Senator Gore. There is no doubt about that. You used the
expression yesterday that it was creating a purchasing power when
you gave a pension to the aged. I think Senator Black called your
attention to that point. Is it not a transfer of purchasing power
instead of a creation of purchasing power?

Secretary PErgiNs. I do not belicve that I used the word ‘‘create.”
I thought I indicated that it provided a new source of f)umhasing
power, but I may have misspoken myself. I am soity if I did

Senator Gore. In the first instance it is a transfer of purchasing
power from one citizen to another, is not it?

Senator Covzens. May 1 say, Senator; I do not think so, because
what you would take away from me might increase the purchssing
power that you might have. .

The CHAIRMAN, There are not many like Senator Couzens.

Senator Gore. I think it is a matter of supreme importance.
What we all want to do is to stimulate the creation of purchasin,
power—something that will pull us out of this bog. The transfer of -
purchasing power from one citizen to another does not go far, It
may help the individual who gets the Ylurcl:asmg power, but it hurts
the one who parts with it. You take the processing tax, for example.
You take hundreds of millions of dollars out of one set of pockets
and put it into another set of pockets. That is not creating pur-
chasing power; that is transferring it. ‘This distinction is fundamental.

Now speaking on.the incidental advantage, our government, for
months after the war, made loans to foreign governments, and for 6
zears, from 1923 to 1929, our financial institutions loaned some six

illions of dollars to those governments or ge_oples. That purchasing
?ower was put into their hends, and with it they furchased goods
rom us, but that plan did not work out very well in the long run, did
it? Some of its effects helped to bring on and to aggravate the de-
pression.

Now, then, we will come back to the first proposition of taking this
power, this purchasing power, from the manufacturers aud the mer-
chants and transferring it to the aged. Now I would like to get your
reaction on this: The Government decides that John Doe, a manu-
facturer who created this wealth—this purchasing power in an honest
way—is not as much entitled to it as Richard Roe, who has no pur-
chasing power, and the Government of the United States, equally
charged with the protection of both of them, takes it from John Doe
and gives it to Richard Roe. 1 do not see how you can escape that
conclusion.  You may justify that on social considerations but that
is what happens. L. . ,

Senator ConnNaLLY, Senator Gore, is it not true that under our
relief system we are taking money, tfn’ough taxation, from one set of
persons and giving it to another? ~ As I understand Secretary Perkins,
she wants to provide a method that will set up a reserve fund so that
these people, instead of spending directly out of the Treasury, will
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get results from their own plan, to which industry ought to contribute
just as much as the employee?

Senator Gore. I am speaking of the noncontributory portion of
this bill. Anybody who thinks that the relief plan is a substitute
certainly ought to devote more thought to the subject.

Senator ConnaLLy. That is what we are trying to get rid of now;
that is why we are trying to devise something to take its place.

Senator Gore. I do not know whether making it chronic instead
of acute wjll help any. Senator Long of Louisiana is espousing & plan
for the redistribution of wealth in this country. Now his contention
is that the Government ought to take purchasing power, wealth, and
income—I will use both terms—away from those who have it and
transfer it to those who do not have it. Now how does that differ, in
principle, from this plan?

Secretary Perkins. I think it does, sir, becuase the difference in
degree frequently relates to principle itself. If you take all of the
wealth, or even a very substantial part of the wealth away from the
sources where it is created, you do, of course, dbrly up the possibility
of creating any more wealth at that place. Now the creation of
wealth, as I tnied to indicate, is the creation of machinery, of tools,
of houses, of substantial pro&ucts out of which there can flow those
oods, comforts, and earnings which make income. To merely

vert a portion of the income which derives from a wealth-producing
manufactury, or wealth-producing mine, to divert a portion of the
income which derives from that to a source which needs income and
has not, for some reason or other, been able to maintain income into
the years of old age, does not seem to be in any way a distribution of
the wealth of the ordinary income-producing agency. Maintenance
of the income-producing agency is of course extremely important.
That is the structure under which we are living, and within which we
are operating our economics. :

Senator Gore. Income is wealth. The matter of replacement is
not a'matter to be ignored. The country’s plants have to be re-
placed every few years,

Secretary Perking. The portion of income which should go for
replacement is an open question at this time. YWe are recognizing
that one of the factors which enter into the complications of this
last depression was that a large part of the income earned from the
machine structure, was used to expand that structure further, and
further, so that we had a very large investment of current income, in
the expansion of our capital structure.

Senator Gore. That is true.

Secretary PErkINs. So there is a time element in the matter that
is g:rhaps important to the creating of a balanced econoniic life.

nator Gore. Your answer, as 1 understand it, is that under
ggur plan you would not take too much of a person’s income, and
nator Long would take too much of a person’s income. Now what
is the standard? Who is to decide - how much is too much and how
much is not too much?

Secretary Perkins. The Congress of the United States.

- Senator Gore. Congress has found this bill on ita doorsteps.
What guarantee is there? Has the citizen got any constitutional
guarantee? Has the citizén got any legal or moral guarantee under
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this plen that some man might not come into power who would take
more than he ought to take from one and give to another?

Secretary PergiNs. He has the guarantees, sir, which were, I
suppose, established in building up our representative system of
ﬁovemment by the elected representatives of the people, who decide

ow much tax to impose and where to impose it. I do not know of
any other formula which seems to me so adequate at this time.

Senator Gogre. I know the theory of erivate propertg' used to be—
I do not say it is now—that the man who earned the dollar honestly
has a better right to it than anyborfg else.

Secretary Perking. I would not dispute that.

Senator Gore. What I am trying to get at now is whether this
legislation is not out of line with that once established principle. A
Congressman said the other night they were organizing a club, and
one man said, “If you want to come back to Congress you better
vote for this Townsend plan.” Now who is to decide? Is it the
people who want this wealth given to those who haven’t got it? Has
a citizen no guarantee, under our constitutional system, that that
thing cannot be done? Do you think he has? Isn't this plan, and
the I.ong plan, in effect to take private pro#)ert for private use?

A S%na?tor Couzens. Isn’t that a question for the Supreme Court to
decide

Secretary PErRkIns. Itis not for me to decide. Thank you, Senator.

Senator Gore. Perhaps we can tell you more about that when they
hand down the gold-clause decision.

Sonator Couzens. I am quite conscious of the fact that the whole
matter is in the air. I do not think we can decide it around the table.
I do not think we can decide whether it is constitutional or not.

Senator BarkiEY. Is not it & question of degree, as to how much
is not to be taken by the Government? As a matter of fact, from
time immemorial a part of what some people have has been taken by
the Government—either the city, the county, or the State—for the
purpose of looking after indigent people, whether they are old or not.

Secretar%Pzaxms. And sometimes for worse purposes,

Senator BArkLeYy. What?

Secretary Perkins. Sometimes for worse purposes,

Senator BARKLEY. I agree; but the question of taking away money
from people who have it, in the form of taxes, for the purpose of caring
for the poor is not a new question. It has been with us for a lonﬁ
time. e do it in many respects besides the mere caring for old an
poor people. . : .

Senator Gore. As far as the State is concerned, there isn't any
doubt but what it has the power and the duty to take care of its in-
digent people, but it is a new theory as far as the Federal Government
is concerned. I was wondering about that.

Senator BARKLEY. I do not know whether the gold-clause case has
sngeeﬂ‘ect on the power of Congress to appropriate money for this.

nator GORE. at i3 that?

Senator BArkLEY. I do not think the decision of the Supreme
Court in the gold-clause case has anything on the power of Congress
to appropriate money for this purpose or any purpose that concerns
the general welfare of the people. )

Senator Gorge. Th%genator forgets that some of us are Irish and

that reference to tha Tburt was a bit of humor.
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Senator Couzens. May I ask Miss Perkins if the gasoline tax does
not, in part, answer Senator Barkley’s question? I remember the
debates In Congress when we pmﬁosed the gasoline tax, that it would
help to liquidate the expenses that the Government was put to in
making good roads, and we did not segregate the gasoline tax for the
purpose of good roads and therefore wo are not proposing to segregate
this tax for the purpose of unemployment.

Senator BarkLEY. That was the theory on which the matter was
discussed. ‘The fact of tho business is, and we all know who are on
this committee, that we reached the point 2 or 3 years ago where we
had to have $150,000,000 in order to balance the Budget and we did
not have any other funds to get it from except to tax gasoline, and we
justified it on the theory that the Federal Government was contribut-
ing money toward the building of highways, therefore we ought to
levy this tax. .

nator HasTings. There is this difference, and this distinction
which has to be made: There was no surplus, as far as the building of
roads was concerned.

Senator BargLEy, I would like to get your idea about this, Miss
Perkins. It is stated that about 35 or 36 of the States will have ses-
sions of the legislature this year and the others will not meet for a year,

Secreta ERKINS. More States than that, sir.

Senator BARKLEY. This tax goes on at this time?

Secrotary PErkins. Yes.

Senator BArrLEy. What would you say to the suggestion of not
using this money, or withholding in a special fund the amount of this
tax over and above the distribution to the States who pass laws, an
provide if and when any State does enact this legislation then the
amount collected from that State shall be available to it for unem-
ployment insurance? For instance, 12 States will not have a session
of the legislature until next year. Would there bo any objection to
withholding any general distribution of the surplus of this fund, to
give those States a chance to pass legislation without having to call
an extra session of the legislature, and then provide that the amount
collected this year, or any other year prior to the enactment of such
legislation, could be available to the States for the purposes for which
it was collected?

Secretary PErkins. Forty-four States have legislatures meeting
this year. Now we provide that probably 1 percent, instead of 3,
is collected the first year, so it is a much smaller amount in the first
year of collection. .

Senator BArkLEY. Well I think States that cannot comply with or
meet this requirement for a year without calling an extra gession of the
legislature, which would probably cost more money than the tax
would amount to, ought to be given an opportunity to benefit from
the amount of tax they pay prior to the time when they can meet the
requirement of this law. .

crotary PERkiNs. 1 su;()ipose we could not exempt employers in
States whose legislatures did not meet before January 1, 1936.

Senator BArkLEY. I do not think that would be fair. .

The CrairMaN. That is not a matter you would raise any objection
to, if we wanted to write it into a bill, is it, Miss Perkins?

Secretary PeErkins. I think not, except that it should be so safe-
guarded that it is not an encouragement to a State to postpone its



ECONOMIO SECURITY ACT 135

action, or to believe that it will get the money back. In that case it
will not pass the law and the funds will not be accumulated as they
ought to accumulate for the benefit of the unemployed. .

nator Gore. Miss Perkins, there is one more question. Yester-
day I think you mentioned that there were people who were 45 years
of age or 50 years of age, men who had accumulated experience who
were thrown in the discard. To me this is a living tragedy. Have
you made anly; study of that? Can you tell us to what extent, if at
all, the fact that they are thrown into the discard is due to industrial
insurance, the raising of the premium on those men who are of ad-
vanced years? Does that have anything to do with it?

Secretary PerxinNs. In some forms of group insurance it has been
thought that that was a part of the reason for the discarding of the
older members of the working group, because the total premium
would be lower if the largest proportion of the workers engaged in the
group are young men and not so near their assumed death date, and
therefore the collection date, Not all forms of industrial insurance
do that. I should say that it is perfectly possible to write a policy, .
and such policies have been written and should be written, where the
older person collects a lesser benefit than those who come into the
scheme at & yo r period. :

Senator Gore. I was wondering whether you had given thought to
that proposition. It seems to me perfectly just to establish a fund, or
to require industry, employers, and employees, to raise a fund out of
which this excess premium, the extent to which the premium for these
men of advancing years is in excess of the average, a fund out of which .
that excess premium could be paid. It looks to me like that would be
a legitimate chgr%e on the employer and employee, which would avert
a portion of this loss. .

Senator Brack. I would like to ask Miss Perkins ore or two ques-
tions in regard to this medical proposition. Doctor Viitte made the
statement, as I understood it, that it was probable that a report would
be made to the Senate which would fo more fully into some kind of a
provision for medical assistance. am very greatly interested in
that. I have a resolution pending before the Senate at the present
time for legislative study, which I do not want to make if it did not
cooperate with the committee. I want to ask two questions.

Is it not true, insofar as the failure to receive the necessities of life is
concerned, that there are more people affected in the United States
from the single cause of failure to receive adequate medicsl and dental
and hospital treatment than any other one individual cause which
you have been studyini"?

Secre PERKINS. You mean as a cause of poverty?

Senator Brack. Yes, |

.Secretary Perkins. I think we would have to rate unemployment
higher than lack of medical assistancs as & cause of poverty.

Senator Brack. I mean the number of people who are not receiving
adequate medical, dental, and hospital treatment, if it is not greater
than the number of people who are unemployed, and if it is not
greater than the number of people who are old? I do not mean in
the aggregate, I mean segara A

Secretary Perkins. That might be so. As soon as you use the
word ""adequate” the discussion is raised as to how much treatment
constitutes adequaté medical treatment, but if you use the opinion
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of the group who think that adequate medical attention is of a sub-
stantial amount, I suppose that is correct.

Senator BLack. Of course, you know the committes has studied
tl.lg?reports of the commission which was set up to study medical
ai

Secre PErkINS. Yes.

Senator Buack. You are familiar with the fact that 30 percent of
the people,who wero dropped in the World War were declined admis-
sion into the Army for reason of the fact that they were physically
unfit for service. Is it not true that the committes making this
study found if adequate medical treatment could be received by the
peopls, that this number would be greatly reduced, and we had
numbers of people who were not working full time, with hundreds
of thousands of people who failed to receive medical treatment?

Secre PerkiNs. No doubt about it.

Senator Brack. Would you object to stating whether or not it is
the intention of the committes to make a report recommending
further legislation alon%vthis line? .

Secretary Perkins. We are recommending here, an appropriation
to be used through the State public health services for the purpose of
preventing illness and for furnishing at least & minimum of medical
and nureing care in the States. The committee which is making a
further study is made up of physicians, dentists, and hospital authori-
ties, who are working definitely upon the request of the general com-
mittee to see if they can devise a system of health insurance which
seems to them, as professional people, working in the field, to be both
fair and constructive for the profession itself and at the same time to
furnish the necessary provision of medical care to people now with it.
Whether they will recommend legislation or not at this session I am
not at this moment prepared to say. This subcommittee asked for a
longer time than the other subcommittees, because their problem is a
difficult one. The professional matters to be considered are difficult,
and they have frequently caused controversy within the professions
affected. Therefore we thought it well to give the subcommittee the
extra time so that they might arrive at at least & considered opinion.
1 do not know whether they will recommend legislation to the Presi-
dent’s Committes on Economic Security, or whether the President’s
Committee on Economic Security will be in the position to recommend
legislation to your honorable body at this session.

Senator BLack. I do not understand that the President’s com-
mittee is going to follow necessarily the action of this committee of
doctors and dentists.

(Sigcretary PerkINs. Not necessarily, but we will consider their

ings.

Senator BLack. You will consider their findings, and their advice
in connection with trying to reach a fsir conclusion?

Secretary PERKINS. Yes.

Senator Brack. Is there any reason why, go far as you know, the
csuse would be injured or assisted by an open public hearing before a
legislative committee which gives access to the physicians, the den-
tists, and all people interested to present their views and have an
open study of it by the committee? L .

Secretary PERkINS. I do not think anything is hurt by a public
discussion, but I should very much like, Senator, before you proceed
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to that, if you would talk with perhaps the chairman of this sub-
committee.

Senator Buack. Who is the chairman?

Secretary PeakINs. Mr. Sydenstricker has the matter in charge.
He has two or three committees working. I would be very glad if you
discussed the matter with members of that committee. . Dr. Harvey
Cushing is the chairman of the medical committee. :

Senator Brack. It is true, is it not, that many of the other coun-
tries who have adopted social insurance systems have adopted this one
first, for medical treatment?

Secretary PERKINS. Yes, sir.

Senator BLack. And i'ou are seeking now the advice of the coun-
cil of physicians. May I ask whether you are obtaiaing cooperation?

Secretary PERkINS. We are.

Senator BLack. From the medical association and the dental
association?

Secretary Perkins. Ycs,sir. Thatis one of the reasons that makes
us very hopeful of a constructive report. They have been extremely
cooperative and are working with great intelligence snd with en un-
selfish point of view of citizens as well as professional men. ’

Senator LoNEROAN. Mr. Chairman, may I ask a question?

The CralrMAN. Senator Lonergan.,

Senator LONERGAN. Madam Secretary, how many persons are out
of employment now in this country?

Secretary Perkins, 1 think, sir, that you have probably realized
from the statements published from time to time that there is no
completely accurate figure of the unemployed. The reason is because
we have no unemployment insurance system. Countries that can
publish an accurate figure every month as to the number of persons
whom they know to be actuslly unemployed are those with unem-
gloyment. insurance benefits, under which persons entitled to the

enefits are registered and counted. In this country we have esti-
mates of unem&;oyed, based upon our knowledge of an index of
-employment, e know, in general, what the percentage of employ-
ment was in the year 1930, and we know from the census of that year
how many persons were employed by different groups of employers
who made a pay roll return. We know now how many fewer are
returned, are employed, by the returns of the employers, and we
therefore deduce that there must be so many unemployed. Perfectly
honest people can sit down and make their own estimates and their
own allowances, and their own weightings for this, that, and the other
thing, and they will come out anywhere from two to four million
apart in their estimates. ’

Senator LoNEraaN. What is your estimate? .

Secretary PERkINs. We have made our own computations and we
therefore make an estimate based uion it, and our estimate is that
there are probably in the neighborhood of 9,000,000 unemployed.
But again that is an estimate, and I think that should be recognized
48 an estimate. - ; .

Senator LoneraaN, What is the estimate of your Department ss
to the number of unem’gloyed in norma! times? ~ - . .

Secretery PErkiNs. There is no estimate at all that is worth its

salt. You will always find a certain number of people who will say,
they are unemployed. Many of those are in the group that was
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referred to the other day as unemployables who never will be employed
except for an odd job. They are people who are sometimes sick,
sometimes defective, sometimes not really having any need of the
work. You will find the$ particulsrly the case sometimes in the
younger or older memt.ers of the family in which there is a bread-
winner who earns & sufficiency for the family. You sometimes find
the young daughter in that family working for pin monely a few weeks
at Christmas timo in the department store. She is always laid off
and she only works, year alter year at Christmas time, and yet if you
counted her as having been employed in the Christmas rush and isnow
out of work, in January, you might say, “Well, she is unemployed,"
and yet actuslly she 1s not what you and I are thinking of as an
unemployed person because she does not seriously intend to have a
job as a permanent thing. So many of those who can be regularly
employed in good:times are counted among those who are not em-
plgly at other times,

here are always, on a given day, a number of men out of work who
will not be out of work tomorrow. A census today might indicate
that they are out of work because they have just finished the job at
Jones’ and they haven't begun the new job on Main Strest, That is
particularly true in the building trades.” You will ind periods when
they have a day, or 2 days, or a week or 2 or 3 weeks in between the
times that they work. . .

There is also, of course, in addition to this the seasonal fluctuation,
in which people are out of work during the season when tue trade
is not working. ‘Thereis a certain amount of technological unemploy-
ment. That is, some process has been changed and those people are
out temporarily until they find either another kind of job or a job in
another plant. .

There is no sound estimate of the number of persons unemployed
in normal times, because the fact is they are intermittently emp o[\‘red.

Senator LoNERGAN. I have read at times it was 2 million, 3 million,
of 4 million.

‘ Secretary Penkins. Many people have amused themselves in their
idle hours making those estimates, but if you ask me, as a responsible
Gov!elmment official, to say what it is, I would have to qualify it very
much, -

.Senator LoNEraaN. Have you any estimate a3 to the number that
will ooime?undar the unemployment insurance plan when it becomes
operative? - '

etary PERkINS. You mean the number of employed persons?

Senator LoNERGAN. No, the unemployed persons who will come
under this plan, . .

Secretary PErRkINg. The only persons who will come under this plan
will be that Eemantage of the persons ordinarily employed who happen
to bolaid off. - : .
~ Senator LONERGAN. Yes,

* Secrotary PErkiNs. Now the total number of personsin the U, S. A,

who were emylo{ed in 1933 was 26 million people, on a covere;;e of
this sort, and if the index of emplogment. went down to 70, 30 percent
of those would be eligible {or benefits. . .

%nator LonzraaN. Our greatest problem is unemployment, is it
no : co -
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Secretary PEREINS. It is at the present time; yes, sir. In normal
times it is not our greatest problem, but it is a hazard that is always
possible just ahead of us.

Senator LoNERGAN. Iam going to volunteer an opinion. I believe
that there are sufficient means in this country to start a substantial
portion of industry in this eountrge:nd the things that are lacking are
a wider confidence and a more liberal credit system. Have you any
opinion on that?

Secretary Perxina. Well, I do not qualify as a specialist on credit
sys%ems, sir. Credit, as I understand, is the ability to borrow, is it
not

Senator LONERGAN. Yes.

Secretary PERKINS. I have never been able to borrow anything,
so I know very little of it.

Senator LoNERGAN. Most of us have borrowed too much and can-
not pay it back. .

Senator BAReLEY. Miss Perkins, of the 9 million unemployed are
you able to say how many of them are unemployable?

Secretary PERkINS, It is a very difficult thing to gage but there
are four and one-half to five million heads of families now on relief.
Those are the People whom you can study. The relief agencies, with
statisticians of the Department of Labor assisting them, have esti-
mated, from the reports on those families, that 80 percent of those
heads of families are able-bodied, healthy employable persons having
no defects or no complications. So 80 percent of the 5,000,000 are em-
ployable. That means 20 percent of the 5 million may be classed as
unemployable. It is probably true that most of the unemployable
workers of the country are embraced within the relief group.

Senator GoRE: You use the word, “unemployable” as embracing
those who could not work?

Secretary PErxiNs. We mean the sick, the deaf, and so forth.
For instance, you take the mother of a large family, she may be
able-bodied and all that, but we classify her as unemployable because
if she works the children have got to go to an orphan asylum.

Senator Gore. Do you t there is any danger of creating an
additional class of unengloy.ablw?

Secretary PERkINs, No, sir,

Senator Gore. Those that would not work? ) .

Secretary PErxiNg. I do not think so, with the rising American
standard of living. Everybody wants a little more than he has ever
hed in the way of comfort and 1 . .

Senator Warsn, Miss Perkins, your figure of 9,000,000 is an
estimate, and it is probably somewhat over that, but it does not
include these exceedingly large number of people who are working a
few hours a week or a day or two a week? )

Selcretsry Perkins. No, sir; it does not include the partially
employed.

nator WaLes. And that is & very large number?

Secretary PERkiNs. It is a very Important part of our present
economio problem, .

The CratrmMan, Miss Perkins, it is now 12 o’clock. You have
been very patient and very kind. The committee is deeply apprecia-

116807—85——10
V4



140 ECONOMIC SECURITY ACT

tive of the sugfestions and the information that you have given us.
Have you finished your statement? .

Secretary PErkiNs. 1 think I have, sir; to all practical purposes.

‘The CHAIRMAN. Does the committee desire that Miss Perkins
return Monday momigg?

Senator BARkLEY. Unless she has some additional formal statement
that she desires to make, that we prevented her from making through
our interruptions.

Secretary' PErkins. If I find, sir, thero is anything I would like to
saﬂl perhaps I had better file & memorandum of it,

'he CHAIRMAN. You can file a memorandum. Ve will be glad to
hear from you, .

Secretary PErkiNg. Thank you very much for your courtesy, sir.

The CaalrMAN. The committee will adjourn now until Monday
morning.

(Whereupon, at the hour of 12 o’clock, the committee adjourned
until Monday, Jan. 28, 1935, at 1C a. m.)
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MONDAY, JANUARY 28, 1085

UNITED STATES SENATE,
CoMMITTEE ON FINANCE
Washington, D. C.

The committee met, pursuant to call, at 10:10 a. m., in tho Finance
Committee Room, Senate Office Building, Senator Pat Harrison,
chairman, presiding. )

Present: Senators Harrison (chairman), King, Walsh, Cénnally,
Gore, Costigan, Bailey, Clark, Byrd, Black, Gerry, Guffey, Couzens,
Metcalf, Hastings, and Capper.

The CHAIRMAN. The committee will come to order. The witness
this morning is Mr. William Green, president of the American Fed-
eration of Labor.

STATEMENT OF WILLIAM GREEN, PRESIDENT, AMERI;AN FED-
ERATION OF LABOR

The CoairuaN. In your own wag, Mr. Green, you can present _
your views with reference to Senate bill 1130.

Mr. GREEN. Mr. Chairmsn and members of the committee: I
assure you that I am pleased with the opportunity to present to you
the viewpoint of labor regarding the proposed social-security legisla-
tion.

Cousideration of unemployment insurance in this country is by no
means new. During every depression we have had in recent years
we have talked about unemploi’ment insurance. Any plans for
unemployment insurance were always forgotten, however, with a
return of prosperity. Unempl_oﬁn.]ent comes into being with the
industrial system, and grows with it. ‘The United States is the last
great industrial country to give serious consideration to a system of
unemployment insurance. e are, indeed, decades behind in the
development of a social program. Comprehensive systems of unem-
})loyment have been in practical operation in various foreign countries
or many years. . . .

Opposition to unemployment insurance in this country is based
primarily upon the claim that it is unn that unemployment is
not an insurable risk, and that even if we duf_manage to insure our
millions of wage earners against their great risk of unemployment,
the effect upon them and upon the Nation would be harmful.

Today we need not convince either the lawmakers of this country
or the people themselves that we need a broad system of socisl insur-
ance, covering unemployment, old age, care of dependent and unem-
plglyablg persons, ‘ L
Alhe lives of millions of our peoplé are governed by the fear of losing
their jobs. Economio security is today and will be for a long time to

41
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come our greatest national problem. Our belief that this problem
would take care of itself has been rudely shattered by the bitter experi-
ences of the past 5 years.

I believe every one realizes that we must now take positive action
to provide a reasonable amount of economic security to those millions
of our population who are, even in the best times, always on the edge
of want and destitution. Their wages are so low that even while
they are fully emgloye_d, they are unable to make provision for unem-
ployment throug| _sa\nnlgs. They are always conscious of their com-
Plete lack of security. It has been estimated thatin 1928 and 1929 at
east 10,000,000 families, or over one-third of the total population,
were living in poverty, many of them even below the minimum subsist-
enco level. Those people had and can have no savings to see them
throu%h even a brief pericd of unemployment. Even were savin
possible, however, it would still be highly unjust that they should be
ected to bear the cost of unemployment for which they are them-
selves in no way responsible.

The need for security can be shown most clearly by the number of
persons who are now on the rolls of the unemployed. In November
1934, more than 11,000,000 men and women were atill leoking for
work. The figure for December will probably be even greater than
that. This means that 31 percent of the total number of wage-
earners and small salaried workers in the United States were out of
jobs in November, and this does not include from 1,000,000 to
2,000,000 additional workers who had emergency employment only,
Great as these numbers are, they by no means represent the total
number of wage earners who have suffered from unemployment dur-
ing the past year. There is a constant changing of places between
unemployed and employed. .

That unemployment is by no means confined to periods of depres-
sion must also be remembered. Even in periods of prosperity, un-
employment is the greatest hazard which the wsge earner has to
meet. In 1923, for example, when unemployment was at its lowest
figure during the entire period of the twenties, over one and a half
million were unemployed, representing 5.2 percent of the entire num-
ber of wage earness and selaried worf:erq of the country. The Ohio
Commission on Unemployment reported in 1932 that during 4 out of
the 7 years from 1923 to 1929, the average number of unemployed in
the State represented more than 10 percent of the total number of
w&? earners and salaried workers in the State.

far we have tried to meet this tremendous problem through
relief only, and in the past 2 or 3 years relief has done much. But we
see in continued dependence upon relief the gravest dangers to our
wage-earning population. Relief must not be considered the solu-
tion of the problem of ﬁyensonsl economic security and of national
economic security. Relief must be a temporary and emergency
measure, unless we wish so seriously to undermine morale that many
men and women will never again be self-sustaining of self-respecting
citizens,

To refer to the service of the trade unions, the service which the
trade unions have rendered in the organized labor’s attemgt to extend
temporary relief during these years of unemployment, the report to
the last conveation of the American Federation of Labor which was
held in San Francisco last October, showed that members of organized
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labor have contributed out of their earnings more than $60,000,000
during the year for unemployment relief, sickness and out-of-work
benefits. Some of our trade unions are struggling in an effort to
care for their unemployed members, and as a result are contributing
a very large percentage of their own earnings for the purpose of taking
care of the unemployed.

Senator CLARK. Do you mean that this figure which you have
mentioned was contributed by the organizations or through the
organizations?

Mr. GREEN. By the labor organizations, over $60,000,000 in 1 year.

Senator CostigaN. I assume that you prefer work to relief, even
at increased cost to the Federal Treasury?

Mr. GreeN. I beg your pardon? L.

Senator CostigaN. I assume that you prefer work to relief in a
monetary sense even at increased cost to the Federal Treasury?

Mr. GReEN. Oh, yes; yes, indeed. Work first. Relief only when
work cannot be supplied. .. .

Senator Couzens. Do you mind if I ask you a question now?

Mr. GrReEN. No, sir; at any time. . . .

Senator Couzens. In your study on this unemployment situation
and during your conventions, have you given any consideration to
the great excess capacity of labor in such districts as the coal mines
and copper mines, and so forth? . .

Mr. GReEeN. That is a problem that we have given special attention

to.
Senator Couzens. Have you reached sny solution of it? )
Mr. Green. Only this, that we have recommended a reduction of
the hours of labor so that we could spread the amount of work availa-
ble among more people. The other problem of excess labor in coal
mining and in other lines is a problem that in our opinion must be
approached in a careful way because of the independent nature of the
coal miner, which makes it very difficult to persusde him to shift and
leave and go to other places. ] .

Senator Couzens. Can you conceive how this so-called *$4,000,-
000,000 work program” is going to give work in the mining districts
* and the copper districts to the excess amount of labor?

Mr. GreeN. I could not answer that question at the moment,
Senator, because I have not gone into it, but the facts are that in road
building and perhaps in reforestation, in irade crossings—that is, the
elimination of grade crossings—and public works of that kind, the
miners will be drawn from their homes and in their localities into
public works if the work is accorded them. .

I have found that a very large number of miners have leit the mines
sndbifone into the rubber-manufacturing industries, and into auto-
mobiles. .

Senator Couzens. Have you any figures as to how many have been
taken out of those fields?

Mr. GreeN. Noj; except that in Illinois, whereas in 1917 to 1923
there were practically 80,000 miners employed in that State, there are
less than 50,000 now. In Ohio the proportion runs about in the same
way. ,

The reduction in the number employed has been very great. The
have been absorbed in some other lines of industry, and as I say,
have found a great’many of them have found work in automobiles,
and a number in rubber, some in textiles and other places.
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Senator Couzens. The assertion which is quite frequently made that
these miners will not leave their localities is not quite true then?

Mr. Green. Itisdifficult to prevailupon them to doit, but economic

ressure forces them out, and they just simply have to go in some
1nstances, and as a result of it, they have gone in large numbers.

Senator Kixg. There has been a great deal of competition, has
there no' specially in the bituminous mines; that is, that there were
:,ioo cerggny munes for the consumption of the coal that had to be pro-

u

Mr. Green. You see, there are two things. The coal-mining
industry is over-developed; and, secondly, they have mechanized the
mines, and that has displaced a large number of miners.

Senator Couzens. Have you any information as to how many men
have been put out of work through the mechanization of the mines?

Mr. GreeN. I could not tell you what percentage of these, say,
30,000 or more in Illinois have been displaced by machinery, but a
very large number of them, Senator, have been displaced tinrough
mechanization.

Senator Couzens. Your organization being so largely spread out
over the Nation, do you not keep any figures or statistics with
relation to that?

Mr. GReeN. No; we have none and I do not think the Government
has either.

Senator Couzens. Don’t you think somebody should?

Mr. GreEN. Yes; it is important. We ought to assemble figures
on it, but we just have not because it is rather difficult.

Senator Kina. May I ask you a question there? To what extent,
if at all, has the advent of women so generally into all or into many
lines of business and industrial activities contributed to the dis-
placement of men?

Mr. GreeN. I could not answer that question either, Senator,
because we have not any figures on it.

Senator Couzens. Do you have women that are members of your
organization? ) .

r. GrReEN. Yes, sir; thousands of them, in textile, garment making,
clerical work, office workers, and so forth.

Senator Kino, Even school teachera?

Mr. GreeN. Even school teachers, yes; and actresses, too. We
have some temperamental actresses, too.

Senator Couzens. They should keep you on your toes then.

Mr. GrReeN. Yes; theﬁ"keep us on our toes.

Senator Courens. What is your total membership now, Mr. Green?

Mr. GREEN. Our total membership is between five and six million
Eaid up. That does not represent our total membership because we

ave to carry a lot of them now. When people are unemployed they
cannot pay their dues, )

Senator Couzens. What percentage of them is made up of women,
do you know?

Mr. Green. Of those 6,000,000?

Senator Couzens. Yes.

Mr. GrReEN. Senator, I could not answer that question because
we have never attempted to find that out. That is another thing we
ought to do. . ) -

nator Couzens. It seems to me the American Federation of
Labor is not very up-to-date then on that.
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Mr. Green. Well, we have so many things to do, Senator, and it is

expensive, That is the trouble. .

nator King. Coming back to that question, and I am doing it
only because in the past 3 or 4 days a number of men have called to
see me who were engaged in manual labor or had been, and some who
had been engaged as stenographers and clerks and typists, and so on,
and they contended that in the consideration of this and other legisla-
tion there ought to be some repressive measures dealing with woman
labor supplanting men, much the same as what Mr. Hitler has done in
Germany. Of course to me the proposition is absurd, but I was just
wondering to what extent if you ere able to state that the advent of
women into clerical work, stenographic work, and so on, as well as in
other lines of activity, has supplanted men?

Mr. GreEeN. There are certain fields of work, particularly in office
work and clerical work of that kind, which we regard as a special
field suited for women workers., The American Federation of Labor
has never taken a position against women workers.

Senator Kina. Of course not.

Mr. GREeN. What we have endeavored to do is to endeavor to-

provide minimum rates of pay and to protect them regarding em-
ployment and hours of labor, and so forth, but we realize that women
must work and we are living in an age when opportunities must be
accorded to women to work.

Senator Couzens. I understand that the railroad brotherhoods are
not affiliated with you; are they? ..

Mr. GReeN. Four. But there are about 17 railroad organizations
affiliated with us; that is, the shopcrafts and mechanics, and so on.
The locomotive engineers, the brotherhood of locomotive firemen, the
railway conductors and the trainmen are not affiliated with the
American Federation of Labor. .

Senator Crark. I am goini to ask one question in connection with
your remark a moment ago about the mechanization of certain indus-
tries. This bill contains a provision for a tax on what might be called
‘“pay roll”’, or & ‘““pay-roll tax.”” Does not the pay-roll tax as dis-
tinguished from a tax on gross business have a tendency to increase
mechanization, to encourage mechanization, and the elimination of
man power? .

Mr, GReEN. No; I do not think so, Senator. I do not think it
would operate that way. .

Senator Crark. In other words, it seemed to me that if you put a
tax on pay roll, which is & pay roll for manpower, that encourages
the manufacturer or the industrislist to mechanize thess industries
as far as he can, to diminish his pay roll and accomplish the same
result in some other way. On the other hand, if you put the tax on
the gross business, while I ize that there is a certain inequality
in a tax like that, it does not have that eflect on mechanization, it
seems to me.

. Mr. GReeN. On the other hand, if employers are going to con-
tinually displace workers, then they will have to be prepared to pay
more out of their earnings to take care of those displaced. They have
to increase the tax; that is all. .

Senator Couzens. That is not desirable, is it, because that just
leaves more men idle? . .

Mr. GreeN. Nojythat is not desirable. What we want to do is to
create work opportunities for people to work.
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Senator Couzens. Yes; but Senator Clark has raised a very inter-
esting question as to whether or not the pay-roll tax will not drive
the industries to greater mechenizations and reduced pay rolls.

Mr. GreeN. That is a matter of opinion. I do not think it will
work that way, because the more idle people there are, the greater
will be the cost of unemployed insurance.

Senator Couzens. Yes; but thess fellows are ususlly pretty good
mathematicians. They might figure that it would be less for the
pay-roll tax than to give them work, and I am wondering if you have
any views to express on the question of a tax on the gross business
instead of on the an rolls. . .

Mr. Green, I have a recommendation here that the pay-roll tax
be increased above what is proposed in this bill. . .

Senator CosTiaaN. President Green, I have no desire to interrupt
iou at this moment, but will you at some time, whether personally or

y way of a statement in the record, indicate how the statistics of
unemployment fo the American Federation of Labor are compiled?

Mr. Green. Yes, I will; I will be glad to do that. I will have that
statement repareci for the record at the earliest possible date,
Senator. (Mr. Green subsequently submitted the following article.)

[Reprinted from the American Federationist, October 1933}

How MaNY ARE UNEMPLOYED

In the months since March 1933 we have made headway against the rising tide
of unemployment, small though the gains are when compared to the 11,001,000
still out of work in August.

When the census was taken in April 1930, 3,187,647 men and women were out
of work—either temporarily on lay-off or endrely without jobs. In the next 3
years unemployment rose almost steadily; all efforts to check it were futile.
Only twice was the rise stopped for as much as 2 months (spring of 1931 and
fall of 1932) and even then less than 800,000 jobs were temporarily created, only
to be swept away aﬁain before the half year was out. From January 1930 to
January 19031 unemployment rose by 3,944,000; by January 1932, 3,037,000 more
bad joined the jobless army and b{l january 1933 another 2,903,000. At the
high tide of unemployment in March this year, 13,689,000 were out of work.

ven to have checked this tide, which was destroying human life, engulfin
business, s an achievement which puts hope Into the hearts of us all. houg!
we have made but a emall beginning in putting men back to work, at least for 4
months {April through July) unemployment has declined and 2,052,000 men and
women have gone back to work.. From March to July 1933, unemployment fell
from 13,689,000 to 11,781,000.!

The {ndustries where workers have suffered most from unemployment are
building, railroads, factories and mines. Of those employed in 1929, by March
1933, 76 percent had lost their jobs in build:(gi, 44 percent in factories,® 45 percent
on railroads and 44 percent in mines. In trade and utilities, losses were not quite
a8 severe, varying from 23 to 30 percent of the 1929 employment. Counting the
number laid off énnead of percentage), manufacturing industries aro nsible
for the largest number unemployed since they normally employ over 8,000,000.
In factories from 1929 to March 1933, 3,711,000 wage earners and 437,000
salaried workers lost thelr jobs, a total of 4,148,000; in building, 1,571,000; trade,
1,268,000; railroads, 748,000; mines, 452,500,

Closer examination of these figures ¢ shows that the worst unemployment has
been in the basic and ‘‘producer” industries, such as building, metals, and
machinery, railroads, and mines. The recovery on the other hand has been in
consumer industries—shoes, cotton goods, etc., trade. Manufacturing industries

3 August and September see the Trade Union Unem ent Report, pp. 852, 965. Al
lbogot: 2\"2:'2,,'01%,000%11n one gack to work, uneggl:ymeut has deg‘i‘::’cgby onlly»lr. ,000 bocgagz’u the

number seeking gainful work has Increased by 144,000 since March.
1Avernge fof year.

! Waﬁg earners only,
4 See Federationist, May 1933, p. §17.

R
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have taken back 1,094,000 wage earners (to July) chiefly in the industries produc-
ing consumer goods; retail trade has reemployed 100,000. On the other hand,
building has given only 140,000 new jobs, mil’;oads onlfy 71,000, and mines have
not increased employment at all (this is norma!l{ their dull season). By per-
centages, factories have reemflo;ed 13 of the 44 they lald off, retail stores 3 of
their 29, building only 7 of its 758 Clearly American workers will not all get
back to work until the basic industries pick up. And to accomplish this, American
business men must have enough confidence in the future earning power of industry
to invest their money in bullding and new machinery. Buyﬁxog power of the
workers means earning power for industry.

Outside of industry and trade, other groups of workers have been affected by
unemﬂ:yment. At least 200,000 professional workers—engineers, architects,
musiclans, actors, and others—haxg oty
ment workers have been lajdseff
county government and 3901 o)
teachers have lost theipositions, and the number of teachd
at the 1030 level. Qung men and women graduating frorn

fessional schools hgffe been unable to find ; and boys and gNYs frora school
and hg h - helr families
could find he increase

In na see. .
ven in fa Young
Eeople, who groul work inghe city,
ave stayedfon the farm ave
gone bae! had} family
workers to Jelp him when before }) e had
80 little in I Thus
about 600, plred
to April 19 f borers.
There werepp ay who were not relafives—
; also

turn for thelr wo;

ed
k they c ble house §iled and
shacks lon gfthan one
family—who nting the
persons who a
The tables b unems
ploymeant each nNat! tion of our
methods of calcula
TaBLE 1.—Unemploymen) in the Uniled States
—ypep sere 1031 1932 1933
3314000 2300.000] 10,197,000
- 7,348,000 000
Riaadl ruRdR! Wrmow
3,183, 000 6,730,000 { 10, 900,000
2000000 [ 87500000 11,470,000
3330000 ] 6841,000] 11,859 000
RTL0001 7,108,000 | 13 300,000
L 610,001 7,387,000 13 344,000
4150000 | 7,203,000 11,767,00
fme| fmel g
&&000 8,908,000 | 12, 1,000
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TasLE 2.—Employment, estimale of lolal number ol work in the United Stales

1530 1931 1902 1933
45,000,000 | 41,624,000
4,780,000 [ 41,474 000
4810000 | 41,756,000
4545000 | 42 149,000
45,837,000 [ 42,173,000
45268000 | 42 117,000
4U546,000 | 41,793,000
44,496,000 | 41,658,000
44458000 | 41,753,000
55300 4400
43,208000 | 40,241,000

METHOD OF ESTIMATING UNEMPLOYMENT

‘The principle followed in constructing the unemployment estimate is this:
Find the number at work and the number out of work in a base period (April
1930)* by United States Government censuses, and carry the figures forward by
the Government employment indexes. The Government census of manufac-
turers, trade, mines, eto., and the census of occupations give the base figures and
the unemBIeoyment census gives the number out of work,
Labor rtment indioes and figures give monthly records of emglo ent in:
Manufacturing, mining, trade, utilities (street cars and busses, telephone and
telegraph, electric power), service industries (hotels, laundries, dry cleaning) and
building construction. onthly figures for other occupations come from: Rail-
roads, Interatate Commerce Commission; Farm labor, Department of Agricul-
ture figures for hired labor on farms; Federal Government employees, United
- States Civil Bervice Commission; armed forces, United States Army, Navy,
Marines, and Coast Guard; Federal and State road construction, Bureau of
Public Roads, Department of Agriculture. Yearly figures are secured for certain
Froups where no monthly figures exist: Farmers and family workers on farms,
arm population figures, Department of Agriculture; teachers, National Educa-
tion Assoclation; professional workers, from different professional organizations;
local and State government employees, reports from local and State governments,

TasBLE 3.—Employment by tndustry

199 April 1930 | March 1933 | Juty 1983

Total.. [SUUPIOSPURPUPUORRURRNON SUUSRRURIRNt 45,244,830 | 35,068,231 | 28,019,881
Agricultare.

¥ 2 000 000

L ——————— e ——— Saama| IRnem| 27

a SSOUNIERR0! NSRRI L8m108 | 1,833,187 2,002,104

124,396 090 8B

M| B%a| s

| pa e

%, 461 30,39 81,333

1,704,432 520,763 887

ma| wmm 8%

1, 1

TRaTe| ‘Brem| “Seam

Y, 555,602 o, 448 w21

1,801,706 | 1,173,288 1,834,977

s ] 508880 2183431

Riephons tad gt M| weke| e

Emmm‘sl;‘o':u:.‘:...............: 257,29 259,060 197,832 199,376

¢ 8ee * Otber Detalls”, p. 1083,
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TapLE 3.—Employment by tadustry—Continued

When all these indicators have been applied there still remains a (fmup about
which we do not have enough information to al?;f separate indexes. This

up numbered 7,851,800 in April 1930, and inclu chiefly the service indus-
‘tries-—automobile garages and filling stations, restaurants, barber shops and
beauty parlors, domestic servants; also radio broadcasting, motlon %I:ture
theatere, street transportation (taxis and trucks), clerical workers in banks,
insurance and real estate, semiprofessionals, social workers, trained nurses, those
working on their own account, and others. It is assuined that em loyment in
these trades varies about as that of all the other trades combined. Therefore, an
index {8 made for total employment in all the known industrics and applied to this
group. In making this index, farm labor is left out because of its seasonal varia-
tions, and retall trade is ad)'usted for its extra employment in the Christmas

season.
One other group, management, is considered as unchanging for want of better
information. = While a numter of managers and proprietors have been thrown
-out of work by business failures, many persons have also supported themselves
by starting in business on their own account—however & their beginning—
.and by securing management positions in newly opened firms.

Thus the monthly unemployment estimate is based on Government figures?
representing 76 percent of those gainfully occupled in April 1030; one group, 8
percent of all, 1s carried as constant; and the “unknown’’ group, estimat by the
generat Index, is 17 percent of all.

Increase in those secking gainful employment: This 18 combined from two
sources: (1) Monthly Labor Department reports on immigration, showing the
number of working men and women entering and leovin%t e country; (2) birth
and death records, taking births of 16 years ago to give those coming of working
age, minus deaths of the current year, and taking 39.8 percent of this figure since
this is the normal percentage of the population seeklnﬁ galnful employment.

The number out of work each month is then found thus: Total number seekiet:ig
gainful employment minus total number at work equals total number unemployed.

Groups not accounted for: About a number of groups so little is known that
no attempt is made to account for them in the estimate. They fall under the
following heads: :

Counted as employed: (1) Teachers who are teaching school but not beln;

d; we know that {n many States, rural communities and even citles haveno

n able to pay their teachers, but the teachers have kept on at their work.
(2) Those living with relatives on farms; they have food and shelter but are not
uming enough to provide other essentfals.

We have no way of estimating the number of persons who have been living on
investments and since depression have been forced to look for work. No account
whatever is taken of this group.

Counted as unemployed: (5 Those who are given food and shelter on farms
galthough not relatives of the farmer) and who give what help they can in return;

2) many unemployed are able to find temporary work bﬁnﬁ{xzf in intermittently
a small income, some have found work outside the repo industries, mav!éy
have gone to the country to occupy deserted shacks and raise their food. (]
have no way of estimating their number.

Those In forestry camps and those on work-relief rolls In cities are not counted
as em%l)o ed, since they are not in permanent earning positions. Therefore they
fall into the unemployed group.

—_———

? Figures from professional Teath foe peolesst

wx Apei) 1930 | March 1933 | July 1933
314,284 2277, %00 nLU8
247,884 188, 200 194, 650

63, 816 48, 665 58, 697
3,408,216 3,408,216 3,408,218
1,639, 500 1,039, 500 1,039, 500
1,031, 99" gﬁ:mo 832,000

308, 359 Led 42
1,104, 000 953(1‘:000 “’ooo
A48, 711 238,291 229,901
7,851,600 6,263,384 6,817, 497"
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OTHER DETAILS

Sources of base figures: Manufacturing, Census of Manufacturers 1929,
omitting railroad- e&:alr shops since they are included under railroads (wage
earners and salaried workers treated separately as described belov:?; mines,
Census of Mines for coal, metal, nonmetallic mines and quarries (including wage
and salaried workers, but not principal salaried workers ‘“or central administra-
tive office employees''); trade, wholesale and retail, Census of Distribution,
omitting restaurants and automobile agencies, filling stations, and garages, since
these groups are not pro rtionate}‘y; covered in the monthly trade indexes; fxotels,
Census of Hotels; laundries and dry c¢leaning plants, Census of Manufactures;
railroads, Interstate Commerce Commission figures for class I railroads omittin
executives, but including switching and terminal companies; Federal Governmen
employees, United States Civil Service Commission; local government, repotts
from Iocal governments; armed forces, reports from Army, _’ave', Marines, and
Coast Guard; Federal and State highways, figure for 1929 estimated from Bureau
of Public Roads reports. Base figures for all other sroul)s are from the Census
of Gainful Workers by Occupation and Industry for April 1930, brought back to
1929 by their respective index numbers: Farmers, family labor on farms, hired
farm labor, oil mining, building construction, telephone and telegraph, electric
%ower, teachera, other professionals. Base figures for streets cars are trom the

ensus of Occupations, and for motor busses from the National Association of
Motor Bus Operators. The manafngement group s the sum of all owners, operators
and proprietors, managers and officials in all industries as shown in the Census
of Occupation by Industry. The figure for workers in each industry taken from
the Census of Occupations includes all wage and salaried workers and omits all
management groups (as above) except in bullding, where salaried workers,
apprentices, and technicians are also omitted. e total number gainfully
occupied is also from the Census of Gainful Workers by Occupation and Industry;
the total number unamployed, from the Census of Unemployment.

Finding the number at work: The number at work in industries for which an
industrial census exists (manufactures, mines, eto.) is, of course, the number given
as “employees’’ or ‘'wage-earnces’’ and t‘galaried workers' In 1929 (average for
the year). ~ But in irdustries taken from the Census of Occupations the figure for
‘‘gainful workers’’ shows all those attached to the industry in April 1930 whether
they were at work or not. Therefore, in industries where figures from the Census
of Occupations are used, the number at work is the number reported as ‘e‘(fainfull
occupied”” minus those unemployed. Those considered as unemployed include
the unemployment classes A (without jobs), B (on lay off), C (unemplﬁyed and
unable to work), one-half D (having jobs but idle because of sickness), E (unem-
ployed and not lookingefor work). hen these groups have been subtracted, the
remainder is the number at work in April 1030. In industries where a monthly
index on 1929 base is to be used, these figures are carried back to the 1929 average
by applying the employment index for the industry. Where indexes are not used,
as for Federal Government workers, no 1929 base is necessary.

This method applies also to the total figure for the country as a whole. Thus
in April 1930, the total number gainfully occupied as reported by the census was
48,820,020; the number unemployed, classes A and B, 8,187,647; classes C, KD
and E, 397 443; the total number at work was 45,244,830, For the country as a
whole April 1030 {s taken as base. ,

Applying the monthly indexes: Tke monthly indexes applied to the 1929 bass
give the number at work in the current month. Where monthly indicators do
not exist and yearly figures are used, the Kearly chanse is spread over the 12-
month period, making a small change each month. uring the' period before
the yearly figure is available, employment is carried as consfant except in cases
where taevalla le information shows that a small monthly change would be more
accurate.

Salaried workers in manufsctuﬂni. No index exists to report monthly emgloy-
ment for this important ﬁ‘mup. The State of Wisconsin, however, publishes a
figure showing monthlgeg nges in employment of salaried workers in factories.
Since this figure is the best indicator we have get secured, employment of salaried
workers in factories i3 assumed to vary according to this figure.

Farmers and farm labor: Careful study has been made of employment on farms
and information secured from the United States De&attment of Agriculture. Un-
fortunately adequate statistical data do not exist to give an accurate account of
monthly employment on farms, but the situation can be pictured in general from .
monthly reports on the number of hired laborers per farm and yearly reports on
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farm population (Department of Agriculture). After careful conslderation we
conclude as follows: m April 1930 to April 1933, the number of farmers has
not changed appreciably, but family labor on farms has increased and hired
labor decre: as, noted above.

Seasonal changes in employment of hired labor on farms are very large; from
the month of lowest employment (January or February) to the peak of the harvest
season (July or September) employment may vary by more than 1,100,000.
Most of these jobs, however, are filled by labor from the farm community and
only a small portion given work to unemployed city workers. Farmers’ sons go
out to work on neighboring farms, or farm labor {s furnished by men living %n
farm communities and doing‘other work in winter, or by migratory workers who
travel from crop to crop. Farmers' sons are counted in our estimate as family
workers on farms and are not considered unemployed when they come home
after the summer’s work, Amon% workers from farm communities and migra-
tory workers, some unemployment probably exists in the wintertime. Also, in
the summer season, some employment on farms is unquestionably furnished for
city workers. After careful consideration we have adjusted the figure for
hired workers on farms as follows, future adjustments being subject to change if
better information becomes available: From April through the summer season,
30 percent of the increase in jobs (shown by the Department of Agriculture
figure on hired l1abor per farm) is assumed to furnish work for the unemployed.

summer seasonal work is over by November; the figures for April and
* November are used without adjustment. From November to January it is
assumed that 20 percent of the workers laid off are unemployed; but in the
winters of 1930 and 1931 permanent layoffs were heavier an unemployment
was 25 and 35 percent, tively. From January through March about 10
percent of thd hiring shown Ey the crude index furnishes joba to the unemployed.

Mr. GreeN. In November 1934 over 19,000,000 persons were on
the relief rolls, This represents more than 15 percent of the entire
yopulation of this country, dependent upon the Federal Government
or aid. The Federal Emergency Relief Administration has estimated
that of theso 19,000,000 on relief, 5,500,000 are employable. We are
justified in assuming from these figures and from our unemployment
figures that there were unemployed in November 5,500,000 wage
earners who were not yet on relief, representing probably an additional
20,000,000 people.

In November 1934 the Federal Government spent $172,000,000
for relief, as comﬁared with $70,710,514 a year ago in the same
month. Up to the presont the Federal overnment has made
availablo for emelgency ralief purposes more than 2% billion dollars—
not including C. C. C. and P. W. A. funds or the amounts spent on
drought relief and food surpluses. .

The primary object of unemployment insurance is to secure the
worker and his family against Frivation and suffering, and to help
him preserve some standard of health and decency during unem-
ployment, with as little harm to his self{-respect as possible. The
program of unemployment insurance we are considering now will not
solve our present problems. It will become operative in 2 years
time, when we hope that more normal conditions will have retured.

Senator BatLEy. Suppose this norma) condition should not return ,
what would be the situation?

Mr. Green. Sup@se it should not return?

Senator BAILEY. Yes. .
thMr. GreeN. T just hate to reconcile myself to such a situation as

at.

Senator Batrey. I do, too. )

Mr. GreeN. I am -very apprehensive if this condition continues
for that length of time.

R

i e e s e

Py T p—

s
ol



152 ECONOMICQ SEQURITY AOT

Senator BaiLey. 1am too. But just imagine that we spend money
and exhaust the credit of the Government and these conditions then
exist, what would be the consequences?

Mr. GreEN. I cannot of course predict what the consequences will
be, but the burden will be increased tremendously—the burden of
caring for the unemfloy - . ]

Senator BaiLey. If our credit should in the meantime be exhausted,
we could not meet the obligation. . .

Mr. Greax. Well, Senator, we cannot conceive of a situation of
that kind, because our country is rich in resources, and for social and
economic reasons we have to meet it. That is the answer I could
make to that, but it seems to me that this condition cannot continue
indefinitely. It is so abnormal and so unusual.

Senator BaiLey. So you really anticipate a considerable degree of
recovery within 2 years? You predicate your views on that?

Mr. GReeN. Yes, I am optimistic; I am hopeful. I surely believe
that within 2 years there be economic improvement.

Senator BaiLey. But up to date we have more people on relief than
we llmve had heretofore, according to your statement. Certainly,
not less,

Mr. GReEN. More; I think the figures show more. But you must
understand that peo‘pie have had some savings up to a fow years ago
their savings are being exhausted, and of course it will be more an
IOYe NOW, .

Senator CLark. That does not negative the Kroposiuon that there
has been an improvement in conditions. In other words, people wno
have been able to stay off of relief by their own limited resources,
are forced now to go on relief. L .

Senator BaiLey. Is not this the situation, that a certain number of
Eeoplo who are unemployed, have resources which they have ox-

austed? That increases the number of people who are not de-
pendent, but they have been relieved by this Government credit,
and as we tend to exhaust the Government credit, we exhaust the
back line of resource, the last resources. Is that not what we have
got to look to? . )

Mr. GreEN, Senator, I have to repeat that it scems to me that the
resources of our own Government are almost inexhaustable.

Senator BaiLey, The resources may be, but the credit that the
Government has is what I am speaking of; the definite available
resources, Lo . .

Mr. GreEN. I am not inclined to take quite as pessimistic a
view of the situation as you seem to take, Senator. I am optimistic.
I am looking for the bright side of it, and I think we are coming out
of it, and when that time comes we will have to meaet it if it comes,
as you say. .

nator BaiLey. Should we not maintain ourselves so far as we
may, in & position to meet that possibilily, because it is a possibility?

Mr. GREEN. YWhy, yes; certainly. That is one of the purposes of
this measure, I think, to try and establish buying power, a snstaining
power that will help tide us over this terrible condition.

Senator BaiLey. Then I want one more question and I will cease.
Do you think the measures of recovery now on foot are sufficient to
justify a real anticipation that in 2 years conditions will be much

etter under the operation of the recovery measures now on foot?
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Mr. GreeN. I do not know that they are all-sufficient, but they
are bound to be helpful and they will serve, I think, an excellent
publio service in helping us out. That is my opinion.

. . Senator King. Mr. Green, I am goinﬁ to ask you, with the permis-
sion of my colleagues, to give some thought to a suggestion I am
about to make, and then later, if you care to, to give a replf. What
do you think as to the proposition that whatever relief shall be given
now, this four billion or whatever sum it shall be, it shall be given
to some organization such as the R, F. C, or some supplemental
organization consisting of men that have vision and know something
about industry, about what industries might be worked at a profit,
and furnish a vast amount of labor, such money to stimulate private
enterprise and profit opportunities, such as the N. R. A. is presumed
to do with the $300,000,000 which they have, rather than thase
so-called ““public works”; in other words, would it not serve a useful
purpose, a better p ,, to appropriate this $4,000,000,000—
$4,880,000,000, and reduce it some to an organization such as the
R.F. C., with fimitations, as well as with authority to make loans for
business or development of business, for expansion of business, which
would furnish work to the people rather than to expend it in & hap-

hazard way for so-called "striflm of trees” across the continent, and -
a8

highways, and so on, when we have got more roads now than perhaps
we need in many places? I wish you would think that over, if that
would not be a better plan than this haphazard—and I do not use the
word critically-—expenditure of money, such as has been made in a
way through the C. C. C,, the P. W. A, and so on. Place it in the
hands of an organization with courage, Lreadth' and vision, to loan
it to individuals for the development of opportunities and the furnish-
ing of work. I do not ask for any opinion now; just think it over,
I would be very glad to get your opinion,

Mr. Grzen, I will “ﬂ and answer that. I would rather see a
public-works program than this payment of direct relief. I think
every thinking person would agree to that, that it is better that a
man should earn his money than to have it given to him, and when
you take into consideration the size of the Nation and also the number
of unemployed, the number who are totally dependent, you will
realize that after all a $4,000,000,000 works proﬁram is not so lax¥e.
If that amount of money can be expended in the development of a
constructive public-work program, and that amount of money dis-
tributed among the workers so they can spend it, it will have an
electrifying effect, in my judﬁment, ug:n industry, and it will help
the morale of our le. They will be earning. money rather than
be the recipients of relief. That is bad—to continue that policy.

Senator Couzens. So long as we have gottsn off the security bill
for a moment, may we have your opinion as to the intermediate wage
whiih?is suggested for that public-works program on these publio
works

Mr. GrReEN. My opinion is that the wage imid ought to be the
prevailing rate of wage in every community. I do not believe these
men should be required to work for less money than those employed
in that community; for two reasons: First, if the Government sots a
standard or a rate lower than paid in private industry, it will drag
down the standards in private industry, That is an economic fact
that we cannot get sround.

oy
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Secondly, why should a worker, bocause he is dependent, be required
to accept a lower rate of wage for his service than he would if he were
not dependent and were in fact independent, and could secure employ-
ment? The objection offered that if the rate of pay paid on Govern-
ment work is the same as that paid in private industry, that the
workers will leave private industry and go into Government employ-
ment, can be overcome by putting the workers on a shorter work-day
and a shorter work-week, so that their net daily earnings or their net
weekly earnings might be less than the earnings in private industry?

Senator Cousens. You meen to put them on g shorter period in
the public works? . L

r. GreeN. Yes, and that will serve two purposes—it will distrib-
ultro public work among more people and overcome the objection
o .
Senator Covusens. So, that in the aggregate those working for the
Qovernment in public works will got less than they get in private

industrlv)?
Mr. Greex. They might, but the same wage standards would be
maintained,

e%eﬁator Cousens. But in the aggregate they would get less per
week

Mr. GRregN. - Yes,

Senator CostioaN. You strongly disapprove of such an arbitrary
figure as $50 per month? .

Mr. GreeN. Absolutely, I should protest vigorously against that.

Our hores and expoctations in regard to the effects of any system
of unemevoyment insurance we may adopt should not be too extrav-
agant. We must not look upon it as a cure-all for all of our ;mobloms,
nor as a method of bringing about complete stabilization of industry
and of preventing all future depressions. No system of unemploy-
ment insurance, however comprehensive, could do this. Forinstance,
no system of unemployment insurance could meet this oxtraordinary
situation which now prevails, . .

We can hope and expect only that unemployment insurance will

help to maintain wage levels and will exert some stabilizing effect
upon our industrial system. We may hope also, I believe, that it
wnuﬂelp in bringing about a more equitable distribution of income
th have hadin the past or have at the present time, .
. Our primary concern now must be to securs the best possible plan
in order to save outselves the necessity of making sweeping and wide-
spread changes later. It is wise now to initiate the type of plan which
we wish to continue. To this end, wo must use to the full the experi-
ence of other nations and of our own best-informed leaders and stu-
dents in the field of social insurance,

‘There are certain portions of the bill which I wish very much to see
amended, First, in title IV, which provides for a Social Insurance
Board to act as the policy-making and administrative agenoy of the
entire social-insurance program, I should like to sse an amendment
which would provide for labur mgo::genmuon on the Board. With
such labor representation on the Social Insurance Board, the w:so-
earners of the country will feel that thoir interests will be more ade-
quately proteoted and this, in turn, will tend to insure confidence and
satisfaction, .. L.

There has been much disocus-ion in recent months of the rejative
values of the grant-in-aid or subsidy plan and the Wagner-Lewis
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lan. Labor favors a national unemployment insurance measure.
hat is, we would prefer such a measure because of its uniform charac-
ter and because of the simplicity there would be in its enforcement.

Senator Kina. Don’t you think that local conditions ought to have
some influence upon the character of relief?

Mr. GreeN. Well, local conditions would, because if you make a
basis of 50 percent, that would bo less in some localitios than in others,
due to the standards. =~

Senator Kino. I have in mind that perhaps in some seotions of our
country, because of climatio conditions, to say nothing of other con-
ditions, living is much cheaper in different parts of the country.

Mr. GREeN, Wages are lower, too, Senator, and the national per-
centage of ﬁayments would be Jess.

Senator Kina. Your plan would not be, then, to compel the same
level of wage in every seotion of the United States regardless of local
conditions? R . .

Mr. GReeN. No, sir; that is_economically impossibe. Such a
measure would establish fair and equalized competitive conditions,
insofar as the costs and the bonefits of unemrloyment insurance are
concerned; it would establish a uniformity of standards which could
be achieved in no other way. Since such a national measure appar-
ently cannot be adopted under our Constitution, the grant-in-aid or
subsidy plan comes closest to fulfilling the desires of labor. In addi-
tion, the grant-in-aid plan will lend itself readily to conversion into
a national unemploymeant insurance sfstem-if the time comes when it
is possible for us to adopt a national system.

he bill we are discussing today places primary responsibility upon
the States, and permits each State to determine the type of unem-
ployment insurance it will adopt. But our unemployment problem
1s not a State problem. Industries extend beyond the borders of
States; they reach across whole sections of the country, and even
across the entire continent. Labor in the United States is more
mobile than in any other country in the world. It moves from State
to State, from industry to mdustrg. Capital, likewise, is fluid, and
moves freely and easily from one State and from one section of the
country to another. Industries shift readily. We have had evidence
of this in the recent shift of the cotton textile industry from New
England to the South, and the removal of such industries as fur
manufacturing, pocketbook making and some of the clothing trades
from the metropolitan area of New York to the rural districts of New
York, Connecticut, and New Jersey. In a society which is charac-
terized, as is ours, by fluid capital, migratory industries, shifting labor
markets, seasonal, technological, and eyclical forces, unemployment
cannot be looked upon in any sense as a local, State, or even regional
henomenon, to be insured on anything less than a national basis.
he grant-in-aid plan recognizes the national nature of the unom-
ployment problem and is in line with the'needs of both industry and .
the workers. It recognizes that the States should not be required to
serve purposes for which they are not fitted. )

Tho grant-in-aid or subsidy plan of unemployment insurance can
more sdequately meet the needs of American industries and American
:ﬁrkers, in my opinion, than can the plan proposed by the present

116807—35——11 7
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There is no reason why we should today go through a long period of
experimentation in the States. e have the experience of other
countries and the advice of our own students and experts to guide us.
We do not want 48 different types of unemployment insurance.
That does not seem to be a good thing. 1Vide variations in type of
fund, in length of waitling period, in amount of benefits and length of
time during which benefits would be paid, would be lughlgoobjection-
able and most unsatisfactory and particularly to labor.  These
variations' will give rise to great inequalities and injustices. The
grant-in-aid or subsidy plan offers the most satisfactory basis for a
permanent, national unemployment insurance program. In addi-
tion, the grant-in-aid plan increasingly assures deposit of the money
in the Federal Reserve banks. There can be no pressure under that
plan for the deposit of the funds in local banks. If the funds are
cared for by the National Government, there will he less danger that
they will be subjected to political misuse.

May I oxplain just now to the members of the committes that an
advisory committea was appointed by the President and it was
assumed that that advisory committes was quite representative of
labor, employers, and of the publio, and along with that committes,
the social security experts served and gave splendid advice. The
‘question of the grant-in-aid plan or the rebate credit plan, as proposed
b{ the Wagrer bill, were oroughly discussed bg that committee.
It was gone into exhaustively, and the committee by a vote of 9 to 7,
I think it was, finally decided to favor the grant-in-aid plan, and that
was the recommendation of the advisog committee to the Social
Securities Committes, composed of the Cabinet members. So that
the advisory council appointed by the President, by a decisive
majority, after an exhaustive discussion and examination of all of the
facts, decided in favor of the grant-in-aid plan.

Senator TasrtINGs. Mr. Green, I think { understand you, but
won't v~- .! in the record there just what !ou mean by the grant-in-
a;d P -n, & if you have any recommendations to mske, do that,
pleas.

Mr., JREEN. Yes. I have the recommendations here. The
difference in the grant-in-aid plan and the credit plan as proposed in
this measure is simply this—and I presumo some of the experts have
analyzed it for you. " In the first place, in the grant-in-aid plan, the
Government levies the tax, the ay—ro]f tax. Let it be 3 percent, or
4 percent, or § percent. it col ects that money; it comes into the
Troasury of the United States; it is held by tho Treasury of the United
States and by the Federal Government. Then the States are given
to understand that il they pass unemployment insurance legislation
which measures up to certain standards sot by tho Congress of the
United States, that the Federal Governmont will subsidize them to
the extent of the tax paid by the different States.

Senator CLark. You describo the system in the act. That does
not leave it, as this bill does, to some Federal Administrator.

Ir. GREEN. I describe the system in the act. It is on the same
basis as the contribution—as I understand it—it is on tho 2ame basis
as the contribution made by the Federal Government to States in the
dovelopment of roads—we match you, we subsidize §ou; wo pay this
amount to you providing your act measures up to the standards set

_by the Congress of the United States.
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Senator CouzeNns. But it has no relation, however, to where the
money conies from. :

Mr. GReEN, I beg four pardon?

Senator Couzens. I mean, in the grants to the States for road
building, it has no relation to the sourcs of the income? The aid to
build roads comes from the general fund?

Mr. GreEN, From the general fund.

Senator Couzens. And has no relation to the source of the col-
lection? o

Mr. Green. No.

Senator Couzens, YWhile this bill provides that 90 percent of the
100 percent collection of the 3 percent, 90 percent goes back to the
State from which it came.

Mr. GreeN, That is this Wagner proposal. .

‘Senator Couzens. That is what you do not approve of?

Mr. GReeN. That is in the shape of a credit. It is not collected.
The employers of the State are given credit with 90 percent of the
smount that they would pay to the Federal Government provided they
ocould show they paid it into a State insurance fund. In one way the:
Government gets the mone,{ and in another way it does not. '

Senator Clark. Then, if I understand the difference, another dif-
ference, Mr. Green, under the plan that you propose, the Government
collects this money and puts it into the fund?

Mr. GREEN. Yes.

Senator CrLARK. It is put into the Treasury?

Mr. GREEN. Yes. .

Senator CLARK. Then if the State does not come along and match
it and there is any excess left in the fund, it would be left in the
Treasury to be used for the benefit of the fund?

Mr. GreEN. Yes, sir.

Senator Brack. What I understand is that you propose that so
far as the plan for colleotion is made on Hay rolls, the Government
can igo shead and do that from the pay roli?

Mr. GreeN. Yes, .

Senator BLack. For the States, as provided?

Mr. GreeN. Yes, . .

Senator Brack. But in addition to that, and separate and distinct
from it and not connected with it in any wnay whatever, the Federal
Government out of its funds, provide a subsidy to each separate State
exactly as it does in the Federal aid to highways?

Mr. GreeN. It would be on that same basis. It would be the
amount of tax, however, colleoted from the pay roll, 3 percent or 4
percent or 5 percent. Congress, of course, would have to appropriate
the amount of money each year, I presume, just the same as they
would appropriate it undor the grent-in-aid for road building.

Senator Crark. I did not perhaps make my question clear. You
propos{als %hat, as done in this bill, a tax be imposed practically on

pay ro .

Kir. GreeN. Yes, sir.

Senator BrLack. ll‘h.mugh the employers?

Mr. GreeN, Yes, sir,

Senator Brack. That will constitute a part of the fund, but in
edditien to that, as I understand it, do you favor an additional aid
from the Federal Tréasury out of the geueral tax-raised money?
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Mr. Greex! The money collected from the pay-roll tax only, unless
the Congress of the United States— :

Senator Brack (interposing). What difference is that to the plan
offered here? . '

Mr. GreeN, It is this difference, that there is a question of the
constitutionality of the act which seems to be involved. Secondly,
if the Federal Government collects this tax and has it in its possession,
it can require the States to meet certain standards set by the
Congress of the United States, whereas under the other plan, the
State fixes its own standards without any control by Congress, and
rebate to the employers of the State the amount of tax they may have
}‘)aid into the State insurance fund. There is the difference in the

wo.

Senator Brack. Yes.

Mr. GreeN, And labor is very much concerned with the standards,
a8 I will develop. :

Senator Brack. Has gour organization considered the proposal to
have a real Federal subsidy out of other moneys to each State as
provided in the Federal highway system?

Mr. Green. Under the old-age pension——

Setnator Brack (interrupting). I am talking now of unemploy-
ment. :

Mr. GReEN. We are not proposing that. .

Senator Brack. What is the difference, as you understand this tax,
in an em‘?loyment, tax or a tax on the employer, and a manufacturers
sales tax -

Mr. GreeN. Thedifference is this: That Uncle Sam gets the money
in his Treasury.

Senator Brack. He would do that on a manufacturers’ sales tax,
wouldn't he? . .

Mr. GreeN, You mean under this Wagner bill? .

Senator Brack. I am talking of the kind of tax that is proposed for
unemployment insurance. Yhat is the differencs in the people upon
whom that tax rests and the manufacturers’ sales tax?

Mr. Green. It makes no difference so far as that it is being imposed
on the people; none whatever, because an employer will pass on the
cost to the consumer. That makes no difference. Here is the differ-
ence, Senator, and I want to make that plain. In the first place, the
Federal Government gets the money. It is Eaid into the Federal
'l‘reasuri. Then the Federal Government, through Congress, can
say to the States, “We will subsidize you providing you pass unem-
%loyment, ’insurance laws that measure up to the standards set by

ongress. :

Senator BLack. Just a moment there, Mr. Green.

Mr. Greex. If you don't, you get no money. .

Senator Brack. That is not subsidizing them; that is paying them
back the money collected from them. A subsidy is a grant-in-aid out
of the Federal Treasury, which is not necessarily raised from the
particular State to which it goes back. .

Mr. Green. The money comes into the Treasury,

Senator Brack. Certainly, but what I am getting at is this: What
is the difference between the employers’ tax as provided in that bill,
gmgd 8 n;anufacturem' sales tax, as to the persons who have to bear the

urden
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Mr. Green. I do not think there is any difference, insofar as the
people bearing the burden, but there is a difference in 1ts distribution.

Senator BLack. I understand that. Then if the Federal Govern-
ment granted aid to the State out of income taxes, inheritance taxes
wn the hiiher brackets, there would be a considerable difference
between that part of the payment and the manufacturers’ ssales tax,
and the employers’ tax. . .

Mr. GreexN. Yes; a good deal of difference in them, but the thin
about it is that if you have the money and you bargain with me an
I have to meet your standards in order to get the money, you can
bargain with me better than I can bargain with you, and that means
that the States must meet the standards set by Congress in order to
got the money. . . . .

Senator Brack. That has nothing to do with this particular ques-
tion that I am questioning you about now. In other words, I wanted
to see if your organization had studies and taken any position with
reference to the desirability of a real grant to the States, not from its
funds nor from funds necessarily raised in the particular State, but
from general Federal taxes. - . :

Mr. GreEN, I think, Senator, we would be willing to go a long way
on that if we thought there was the ghost of a chance to get it through,

Senator Brack. You have not considered that?

Mr. GreeN. No; we have considered the pay-roll tax only.

Senator Gore. Mr., Green, will you explain a little more fully the
constitutional question that you mentioned a moment ago?

Mr. GReEN. Senator, I sm not assuming to be an authority on the
Constitution, but I have been told that it has been clearly determined
by the Supreme Court that the Congress of the United States can:
collect taxes, can levy taxes, and can subsidize States. There is a-
question as to whether tho Congress of the United States can use this
taxing power to indirectly compel a State to do something.

Senator Glore, That was involved in one of the child-labor laws.

. Mr. GReEN. Thatis the question involved, :

Senator Gore. Yes. Your plan is for the Federal Government,
bowever, to &n'escnbe the standard and require the States to conform
to that standard, depending on the money that it has and the failure
to obtain the money 1if it does not haveit. :

Mr. GREEN. Yes. Ihave the standard here that we recommend.

Senator Gore. I want to ask you one or two questions before I
leave. - Miss Perking made reference, a day or two ago, to men who
az0 45 or 50 years of age and who are, in a way, cast into the economio
junk heap on account of their age, Of course you have given a good
deal of time and thought to that subject. at is the controlli
reason why that thing is done? Of course they have accumulat
experience and therforo are better fitted than younger men who have
had less experience. Does that have any reference at all to premiums
on gmug insurance or industrial insurance? :

Mr. GReEN. You mean the _av_eraie age of employees in a plant?

Senator Gore. Yes. Why is it that industry has thrown these
men into the discard, when they have accumulated experience and
have the physical fitness to go ahead with their task? x%%hy is that
being done?” I understood it was because the premium on industrial
Insurance, compensation insurance was higher and because of that,
th?i;;]dropped them out, 5o as to escape that higher premium. I want
to find out whether that is true or not.
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- Mr. GreeN. That is a situation that has grown out of our modern
developments. It seems in our mass-production industry, where
production lines are speeded up, that the management require younger
men and they are disinclined to employ men of 40 and 45 years of age.
The facts are that in many mass-production industries men who reach
45 years of age cannot secure employment. .

nator Gore. Is that because they are not supposed to have the
speed? What is the reason? .

Mr. GreeN. I presume that is because they are not classified as
being as speedy as the younger men, and of course the mass production
industries are speeded up and keyed up to the highest fpoint. possible.

Senator Gore. Then do you not think the matter of insurance has
aniicontrolling effect on that? .

- Mr. GreeN. Yes it has, where group insurance prevails, but Iyou
must understand, Senator, that group insurance does not prevail in
all mass-production industries.

Senator Gore. Could you give a general statement of categories
where it does and where 1t does not?

Senator BarkLEY. Right on that point let me ask you this: Is it
true that the industry wants younger men because they are faster
or because they are going to have a lonﬁer period of emplorment, a
more steady period of employment? Naturally they would rather
have a younger man who will last 20 years or 25 years rather than a
man of 45 who may last only 10 years,

Mr. Green. I ¢ it is because of the speed-up system that
prevails in the mass-production industry, the younger men are more
alert, more active, and for that reason they can adjust themselves
to the speed-up system better than the older men. That is my
personal opinion.

Senator Gore. We would like to have some suggestion on that

int.
Mr. GreeN. Of course, Senator, where the group insurance prevails,
<each year as the men grow older, the cost of group insurance increases,
because the average age increases, and so on. ] .

Senator Gore. 1 was wondering whether you made any u}v_esugho.-
tion on that, whether or not there would be some way of requiring the
employers and employees to impound a fund out of which the extra
premium charged could be paid with respect to these men who are
advanced in years, . : )

Mr. GreeNn. The men who are displaced or retired, you mean
when they reach 45 years of aie‘g L. o

Senator Gone. So that if their egremmm.ns advanoced they will not
be retired, but they will be allowed to continus to pay the average of
what the lower average of ages pay, to impound a fund contributed
to by employers and employees out of which the excess charge on
those premiums could be paid. )

Mr. GreeN. I think the whole system is a cruel system.

Senator Gore. You mean the group insurance? .

Mr. GreeN. No, not that; I mean the discrimination against a man
who is 40 or 45 years of age. o .

Senator Gore. It looks to me like it is not only a discrimination
and a tragedy sgainst a man who has reached the age of 40 or 45
years, but it is a tragedy to our socia!l and economic system. It gives
preference to inexperience over experience. :
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Mr. Green. Absolutely, because in most instances, I think 90
rcent of the men who are 40 and 45 years of age, are perhaps more
esirable than younger men. They have judgment, where the younger
men do not. It is a cruel system developed out of our mechanized
industrial system and the mass production that has grown out of that.
Senator Gore. It is one of the worst problems in our economio
system.

Ji"Sexmtor HastiNgs. Mr. Green, may I inquire whether in any in-
dustries that have a contract with your organization with respect to
labor, whether under such contract & man may be dismissed because
he reachés the ages that Senator Gore is talking about? In the con-
tract that you make with the employer, is there any effort made by
you; organization to take care of these men who have reached that
age : :

ng. GreeN, Yes, we take care of them where we are organized,
where the workers are organized we protect them against discrimina-
tion, but there is no stipulation, as a rule, in the agreement. We
just protect them through our economic strength,

Senator Hastings, I th:g undertook to dismiss a man that was
50 years of ze and employed a man that was 30 years of age, is that
considered discrimination under your agreement?

Mr. GrEEN, Yes, that would be discrimination, unless they could
show good reason why the man at 50 ought to be dismissed, Ofcourse
we are reasonable enough to know if he 1s not qualified to do the work,
they have the right to dismiss him, but we always ask that he be
shifted somewhere else where he can serve. Wae do not feel he ought
to be pushed out altogether. Now, in many industries, our
ments provide for a seniority rule. On the railroads, for instance,
the seniority rule prevails. _If thereis any reduction in the force, the
man with the shorter service is dropped out and the older man is
retained. Perhaps you have observed on the railroads that the
trains are operated by older men, and they do it very well, they render
excellent service. . . )

I should like to include in the record—I will not tske the time
Mr. Chairman, to read it, but I should like to include in the record
the report or the recommendation of a majority of this advisory
committee. .

The CuairMaN. Have you the names of that advisory committee?

Mr. GreeN. Yes, sir.

he CHAIRMAN. I wish you would put that in the record.
(The above report or recommendation mentioned is as follows:)

Tae GRaNT-IN-AID TYPE OF FEDERAL-STATE COOPERATIVE PrLAN FOR UNEM-
PLOYMENT COMPENSATION

(Not an analysis or comparison, but a summary of some of the larger aspects
of the grant-in-aid plan sugggrt&d By the m;!:;ity as interpreted by one of them.)

The majority of the Advisory Council on nomic Security, by a vote of 9 to 7,
{avor the grant-in-aid type of Federal-State cooperative r}i:lan for unemploymeni
compensation. A number of the majority are for an outright national plan. All
would strongly favor the Wagner-Lewis type as against any less meritorious plan.
All would present a united front against those who would oppose or delay legis-
lation this winter. Yet the majority are clearly for the grant-in-aid plan.

The fundamental position upheld by the ma{ority is that the fmn in-aid plan
is more adaptable to our economio life and to the needs of both Industry and the
workers. erican economic society is national in nature. It is not organised
according to geographical or political subdivisions. Industries reach across

i Ay o Wt e ¢t
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States, sections, and even the continent. In this economio soclety labor is

mobile. Workers move from lndustr‘y to industry, from State to Stafe, from an

industzy In one State to a different industry in another State. In a ;ociettV of

fluld capital, migratory industries, shifting labor markets, seasonal, technofogi-

tc:[]a'l‘:ﬁ' cycflcal forces, unemployment is a social hazard of our dynamie indus-
e.

Unemployment is, thus, a problem of industry and the Nation. Its economio
and other causes and its social and other Incidence involve our whole industrial
order. Any Federal-State cooperative ‘)lan for unemployment compensation
should, therefore, recognize as far as practicable and wise, our national economic
structure. Coéoperative Federal-State legislation and administration should
recognize the spheres and values of the Federal and State governments, but the
States should not be req‘t‘xired to attempt to meet situations and serve purposes
not in accordance with their eituation and nature.

0 purpose of the Federal-State cooperation s to stimulate a more Intelligent
stabilization of industry and to provide more security for the workers. e
Wagner-Lewis n and the grant-in-aid plan are both Federal-State plans
directed toward these two ends, with more emphasis on the State approach in
the former and with more emphasis on the national nature of unemp! a?ment in
the latter. The majority hold that the grant-in-ald plan can more adequately
meet the needs of American industries and workers with thelr unemployment
Elroblems created by (2 national and interstate industries, (2) mobile labor,

terstate transfers, and employment records, (3) the need for Federal rein-
surance, (4) for national minimum standards. Under the grant-in-aid plan the
Federal-State administration can more effectively guard the integrity of the fund,
the stabilization of industry, and the best interests of the workers as parts of our
national c{{namlo soclety. °

The collection of the tax by the Federal Government required by the grant-
in-ald plan affords a clearer basis for the deposit of the money in the Federal
Reserve banks. ‘There can, under this le' be no basis for aressure on Congress
to allow the money to be deposited in local sand in some State political) banks.
The value of the nationally wise use of the funds by the Federal Reserve as an
ald to stablilization cannot then be jeopardized by either financial short circuits
or political misuse.

rthermore the grant-in-ald would be separate from the tax law. ' Congress
has power to levy this georfnphlcally uniform excise tax on pay rolls. Congress
also has {::wer to appropriate money as grants-in-aid to States for a public pur-
pose on terms laid down by Congress.  Unemployment compensation and the
promotion of industrial stabilization and social seturity constitute a clear public
Fu . In the Wagner-Lewis plan the tax and the appropriation are joined

n the same act. Under the strain of carrying sufficient national minimum
standards and other regulations required by ihe interstate and national nature
of Industry and unemployment such a joint act more seriously raises the question
of constitutionality.’

The grant-in-ald plan appears not only the stronger constitutionally, but it
is also a variation and development of Federal grants-in-aid which are a his<
torically established part of our Federal-State structure. This plan also more
nearly fits in with some other pro; plans to promote insurance against desti-
tution and could more readily help to unify the collection of the funds involved
in a more comprehensive program of social security. '

For the purgose of securing early legislation by the States for this program,
Congress could fix a time limit as a condition for a valid acceptance by the
States. Moreover, with the interests of industry and 16,000,000 workers involved
it is inconceivable that Congress would ever fail to continue the appropriations.

The grant-in-aid glan, it seems to us, can provide for Federal-State cooperation}
is yet more adaptable. ‘The needs of industry and the workers in our national
economic society can secure and maintain Nation-pide minimum standards
without as validly raising the question of constitutionality, and provides for
experimentation in the Interests of stabilization. It leaves open to the States
experimentation along the lines of pooled Insurance, plant accounts, or a com-
bination of the two. The plan ¢an also provide a clearer basis for experimenta-
tion along interstate and even national lines. On the basis of all these experi-
ments, we may develop toward the best plan whether mainly State, mainly
Federal, or wholly national.

I-‘tnalfy, we believe that the grant-in-aid plan can better provide for essential
minimum standards in the interests of the fund, the employers, and the employees. -
Minimum standards for all the States in such a Federal cooperative plan would
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furnish the bottom below which there must be no chiselinie:r exploitation and
above which there can be wide experimentation by the States and industries for
the purpose of stabilization, increased employment, and more security for the
workers of America.

The Cuarruan. I wish you would give the names of both the
majority and the minority of that council. The committee might
like to hear the names of the gentlemen there, )

Mr. GreeN. I will be glad to read them. The committee was:

Gerard Swope, president, Genera] Electrio Co., New York City.

Morris E. Leeds, ’presldeut, Leed 8 & Northrup Philadelg;:ls.

Sam Lewisohn, vice president, Miami CoHper ¢o., New York City.

Walter C. Teagle, president, Standard Oil Co. of New Jersey.

Marion B. Folsom, assistant treasurer, Eastman Kodak Co., Rochester, N. Y.

William_Green, president, American Federation of Labor, Washington, D. C.

. George M. Harrison, president, Brotherhood of Rajlway and Ste&mahi{:)lerh.
Paul Scharrenberg, secretary-treasurer, California State Federatiqn of Labor.
Henry Ohl, Jr., president, Wisconsin State Federation of Labor. -

Sherwin, former rmsident, Natlonal League of Women Voters.

5 Grace Abbott, University of Chicago and former chief, United States Children’s

ureau. .

Raymond Mol;ag editor of Today and former Assistant Secretary of State.

Paul Kellogg, ftor. ‘The Survey, New York Citg;

G?orge H. Nordlin, chairman, Grand Trustees, Fraternal Order of Eagles, 8t.

aul, .
U(i}eorge Berry, president, International Printing Pressmen and Assistants’
on .

n .
Josephine Roche, president, Rock{lMounta{n Fuel Co., Denver, Colo.

John Q. Winant, Governor, New Hampshire.

Mary Dewson, National Consumers League.

Loulis J. Taber, master, National Grange, Cleveland, Oblo. )

We ought to have higher and more uniform standards than we
can gecure under the pro messure. Those uniform standards
can be established only through the efforts of the Federal Govern-
ment. The proposed bill fails, in fact, to establish any standards
whatever for State laws. It does not prohibit compulsory employee
contributions; it does not fix the length of the waiting period; it does
not establish the amount of benefits to be paid nor the time during
which the payments of benefits shall contiaue. The subsidy plan
would establish minimum standards, particularly in the basic features
of the bill, and those minimum standards would be common to all
the wage earners of the country, and that, I think, is desirable. This
plan need not prevent States from experimentation. Beyond the
minimum standards, the States will be free to experiment in any
way they may choose. . -

here is every indication that there will be less question of the
constitutionality of a law providing for the grant-in-aid or subsidy
lan than there will be of the present bill, if it becomeslaw. Congress
as power to levy a uniform tax on pay rolls, Congress also clear]
hes power to appropriate money as gimnts-m-gld to the States for suc
a pubdlio purpose as that of unemployment insurance, on the terms
which Congress may establish. Federal grants-in-aid are sn estab-
lished part of our Federal-State relationships. We have been doing
that. 'There is nothingl new in this plan, and it avoids experimenta-
tion which may be both dangerous and unconstitutior.al. .

I urge, then, that the grant-in-aid or subsidy plan be substituted
for the present measure, and that the substitute bill provide for the
Federal control of the unemployment insurance funds. In addition,
I strongly recommend and urge that standards be written into the

M T
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bill to be met I;I\Z any State which secures a grant-in-aid from the
Federal fund. The specific minimum standards which should be
included in the Federal unemployment insurance laws are:

1. Employee contributions should not be required or permitted in
any State. There are many reasons why organized labor opposes
compulsory employee contribution to unemployment funds, The
primary reason is that wages are so low for the vast majority of wage
earners that they simply will not Eermit. even very small contributions
to such fun@s. Employee contributions would literally have to come
out of the bread and butter of the wage earners. How can workers
be asked to reduce their expenditures for living still further, in order
to finance insurance against a hazard for which they are in no way
responsible, and toward the elimination of which they can do nothing?
The cost of unem loyment is a legitimate charge in the cost of pro-
duction. Unemployment is just as much an accomplishinent of our
present system of production as is any other overhead cc¢st which em-
pl(:{ers meet. o
. A second reason why we oppose compulsory employee contribution
is that_contributions for unemployment insurance paid by ¢mgloyers
are ultimately passed on to the consumers, while the contributions of
the workers must come out of their net earnings, and cannot be shifted
in any way.

We talk about the collection of a tax of 3, 4, or 5 percent of the pay
roll. The facts are that that tax collected will be added to the cost of
production and instead of the employer paying it out of his net earn-
ings, he passes it on to the consumer. There is that difference be-
tween the contribution made by the employer and the contribution
made by the employee. The employee must pay it out of his net
earnings, he cannot pass iton. :

Senator Brack. Mr. Green, may I ask you a question, please, sir?

Mr. GReEN. Yes, sir. )

Senator Brack. If I am not mistaken, it shows in the Federation
of Labor Magazine, in the statistics that it covers, and in other places,
that most of the consumers themselves are employees.

Mr. GREEN. Yes, .

. Senator BLack, Over 90 per cent of them are employees with small
incomes and funds.

Mr. GreEN. Yes.

Scnator Brack. If those employees with those small incomes and
funds are compelled to pay an added price by reason of the pay-roll
tax, what is the difference between that system and the system of
putting the tax directly on the employees? . .

r. Greew. It is glrobably a distinction without a difference,
Senator, because the whole cost is passed on to the consuming public.
The employer, as I see it, is merely the collecting agency, collecting
the tax for the Federal (Government in any plan that you put on.
That is true in the workmen’s compensation insurance law, as you
know. The cost of workmen's compensation insurance is includ as
a fixed cost of production and is passed on to the consuming publio.

Senator Brack. I agree with the soundness of the argument which
you are making, but I want to see if I cannot follow it on and I want
to see if it is not true that the only possible escape {rom that is a
different method than the method that is suggested in the bill,
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Mr. GReEN. You are suggesting this in favor of the argument which
{011 l:na;xe on your plan of collecting the money from the higher

racket

Senator Brack. Your objection is to putting it on the employee
because he would have it taken out of his wages? .

hMr. GRreeN. I do not want to get into any argument with you on
that.

Senator Brack. I want to follow it up, because I want to get it in
the record. I think frobably I may want to offer an amendment
and I want to see if 1 cannot getit clear. Your objection is that it
will take it out of his wages?

Mr. GREEN. Yes.

Senator Buack. Now, if he has to pay a higher price by reason of
the pay-roll tax, he helps to pay the tax that is put on the employer to
that extent. That being true, if we imposed the cost of this system
upon a pay-roll tax it will be borne by the smaller consumers in the
main, wall it not? .

- Mr. GReeN. Yes, sir; that is inevitable,

Senator Brack. Is it not true that the onl ible way to avoid
that is by some method of getting & part of this contribution from
those who have bigher incomes and who do not buy any more of the
consumable products than the employees themsslves? Is there an

other way we can escape that? Is there any J)lan that you can l.hmﬂ
about that will bring in a part of this fund from those who have
separate incomes? By ‘‘separate incomes” I mean more than an
income sufficient to buy the necessities of consumable goods. Isn’t
the only way that we can get it through an income tax and an inherit-
ance tax? Is there any way of doing that except by Federal custody?
~ Mr.GreeN. We proceed upon the principle that tho vast consuming

publio, that is the farmers, the laboring, and the masses of the people.

should be relieved of this burden.

Senator BLack. Atleastin part.

Mr.' GREEN. At least in part. Your plan would be the only
alternative, of course. -

. Senator hL:ACK. 1n other words, under this plan, as it is now writ-
ten, it is manifestly clear, is it not, that the main burden will have to
be borne by that great group of consumers who aro in the lower
income-tax brackets? .

. Mr. GrEen, You cannot help it because they are the mass of the
consuming public. I agree with you on that. :

Senator Brack. 1f we were to adopt a Federal-aid system which

would collect a part of that fund from the hi%}\er incomes and pay it
into the States a8 a subsidy, we would distribute it partially on the
consumers even then and partially on the higher incomes.
. Mr. Green. That is the way it would work out; yes, sir. 1 have
incorporated your sugggsnon in the old-age pension plan. A part
of the money out of which old-age ;)ensions should be paid should be
collected from the higher brackets of the income tax ang from inherit~
ance taxes, and so forth. We have been proceeding all the way
through upon the principle that unemployment insurance must be
borne by the consuming publie through a pay-roll tax, the employer
being the collectin, agency through which the money should be
collected. 1n fact ﬁ;m‘, is the basis of it in every other country.

-
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Senator BrLack. But if it comes wholly or if it comes 90 percent
from the group of smaller incomes it is clear that it would not increase
the aggregate purchasing power.

Mr. Greexn. 1 would relieve labor and the farmers of s burden to
that extent.

Senator Bracx. You mean under the other system?

Mr. GReEN. Yes; that is what I mean.

Senator Brack. Are you familiar with the fact that England has
recently, within the last few months, in order to accomglish that
very purpose, raised the amount of national contributions

Mr. GReeN. Yea.

Senator BLack. On their various security programs,

Mr. GreeN. Yes; I am aware of that.

Senator ConvaLLY. Mr. Green, let me ask you this question:
If the employee does not contribute anything at all from his wages,
are not you putling a heavier burden on that vast class of geople who
are also consumers and taxpayers that will not get any benefit, for
instance, the employees in_establishments employing less than four
Fersons? Employees working in establishments employing less than

our persons will not get anything under this bill, yet they will either
pay more in direct taxes or they will pay more for the cost of thetr
goods in order to give men who are employed in other establishments
the retirement benefits which they themselves would never get.

Mr. Green. They drew the line there on four in order to exempt the
fermers and the farm population.

Senator ConNaLLy. Why exempt them?

Mr. Green, They did not feel it was fair and just to extend unem.
ploszglent insurance over that indusatry and over that class of people.
th ator CoNnaLLY. But we are going to extend the cost of 1t over

em.

Mr. Green. Yes. . .

Senator ConnaLLy, They will have to say more for everything
they buy, for evc?thmg they consume, and they will get no benefit
from it, whereas the employes that will get a benefit trom it will not
contribute a cent. ) . .

Mr. Green. Of course labor ml%ht say at the present time that it
is not getting much_benefit out of the processing tax which it pays
in order to help the farmer. It is a question of mutuality, of h plng
this way and that way. We are paying that tax, as you know, an
-are glad to do it, because we want the farmer to raise his economio
-standards. | ) .

Senator ConnaLLy. If we did not have the processing tax probably
a lot of factory employees would not have a {ob either.-

Scnator CLark., Mr, Greon, what is the length of time that an
employee must be employed in order to be considered as an employee?

Mr. Green, How is that? .

Senator Crank. I say, what length of time must a man work for
an employer in order to be considered ns & regular en_:plogee? .

{r. GreeN, Wearoattempting to mest that situation g establish-
ing the pooled State funds, as 1 am going to recommend here in a
moment, so if & man passes from one State to another he does not lose
his claim for unemployment insurance. .

Scnator Crark. How about a farmer who employs transient labor?

Mr. Green. The farmer is exempt under this.
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» . Senator Cranx. He is not exempt if he employs more than four.
.Mr, GreEN. It is felt that he will not employ more than four,
- Senator CLARE. A great many farmers employ more than four
peobgle at certain periods of the year.
. GREEN. Perhaps they do.

Senator CLark. During harvest activities, and so forth.

Mr. GreeN. Of course you have to take it on an average. If you
take it for a month or two, or a fow weeks, that would be considered
as temporary employment. e are dealing with permanent employ-
ment.

Senator Crark. What I am trying to ?et at is what is the dofinition
between permanent and temporary employment in the bill?

M:. Green. Iem not in a position to explain to you what definition
has been made in the bill or what definition will be made by the board
that will administer it. That.will all bo taken into consideration, as
Isee it. I know the intention is to deal fairly and justly with all in
this matter. L .

The workers, who are themselves the principal consumers, will
ultimately, thereforo, pay a portion, at loast, of the contribution of
the employer. Workers have borne the entire cost of unemployment
in the ga.st. They will continue to bear at least 50 percent of the
cost, when they receive only 50 percent of their wages while they are
unemployed. In addition, they will pay indirectly for unemploy-
ment insurance through decreases in wages which many employers
will institute; or through the failure to receive increases in wa%)es
which they might otherwise receive. Since old age is not caused by -
the emgl?er or the system of production which this country has
established, it is only just that the employee should bear a portion of
the expense of that insurance. I draw the line there. This is an
additional reason why he cannot be charged also for a portion of the
cost of unemployment insurance. His wages simply are not equal to
the payment of contribution to the two funds. It is.my urgent
request that an unemgloyment insurance measure enacted into law
contain a stipulation that State laws must provide that the entire
contribution shall come from the employer. .

Second. The Federal tax on pay rolls which is provided in the
present measure is entirely inadequate and should be increased in
order that the waiting period may be shortened, and the benefit
lngﬁeasod, both in amount and in the time during which benefits are
paid.

In November 1934 the Federal Reserve Board’s index of industrial
production, including manufactures and mines, based on the years
1923-25 (tﬂo base used in the bill) was only 74 percent, without the
inclusion of building, which for that month st at only 31 percent.
The bill, therefore, does not provide even for the inadequate 3-percent
tax unless production increases very materially. I can seo no justi-
fication for predicating the tax to be assessed under an unemploy-
ment insurance bill upon past production in any year or scries of
years. We may not return to the produotion of 1923-25 for a long
time. I favor a tax of 5 percent to begin at once, without reference
to production averages. We realizo that thero must be some dels
in putting into operation an unemploymont insurance measure, but
s¢s no reason why we should deliberately delay the collection of taxes
for this purpose unfil we return to some moro or less arbitrarly
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selocted level of production. Such a delay in the collection of taxes
for this purpose will be exceedingly difficult to explain or to Jjustify to
the masses of the American people. With curtailed production under
many of the codes, with a greatly decreased foreign trade in which
thero is little present prospect of improvement, and with production
for the entire year of 1034 only slightly above that of 1033 and still
far below that of so-called “‘normal times”, we cannot reasonably hope
for the 3 percent tax to be reached for some time to come.

- Senator 'Hasrinags. Mr. Greon, right at that point, have you any
estimate as to what 3 percent or 8§ percent would be, annually?

Mr. GREEN. Yes; we have made some estimate on it, but it is all
a bit uncertain, Senator, because it i3 based upon shifting the index
of production and it is very, vory difficult to determine accurately
what would be returned from ecither tho 3-percent or the 5-percent
tax. Of course you can approximate it.

Senator Hastinas, What is gour estimate of the national pay roll
that would be affected by this bili?

{\(r. GRreeN. I have the figures here. This is as nearly as we can
get to it.

Senator Hasrings. Yes.

Mr. GreeN. The average number of gainful workers in 1933 was
sbout 49,500000. Of these an average of about 12,800,000 were
unemployed leaving a total of about 36,700,000 employed’. Of the
employed about 14,200,000 are estimated to be owners, operators,
public servants, or self-employed and would be excluded from cover-
ago by reason of occupation. If thoso 85 years of age and over are to
be %rotected by old-age pensions, an additional 1,100,000 employees
might be excluded by reason of age. If firma of five or less employees
are, approximately soven, 100,000 might be eliminated thereby.
Adjusting for these exclusions results in an estimated average of
about 14,300,000 employees who might have been eontributinghto
unemployment insuranes during 1933 if the plan had been established
at the beginning of the year. If the unemployed who had previously
been employed in insurable employment were agsin reemployed
therein, about 23,000,000 employees would then be covered. )

The income that might have been expected from a tax or contribu-
tion of 2 percent of pay rolls (excluding individual earnings in excess
of $50 Per week) would have approximated $315,000,000 in 1933.
A tax of 3 percent would have yielded about $475,000,000, whereas s
§-percent tax would have resulted in a total income of almost
$700,000,000. Assuming continuance of tha improvement in econo-
mic conditions, somewhat higher revenues could be expected in 1934,
1935, and 1936. And by the way, I might make this obscrvation,
that the Wagner-Iewis bill introduced at the last session of Congress
provided for a §-percent pay-roll tax. .

In order to estimate the amounts of benefits that could bo paid to
unemployed individuals as a result of such a plan, it is necessary to
revert to an estimate of what could have been paid had the plan been
in operation for a number of years past. On the basis of such s
study for the period 1922-33, it appears that 6 weeks of benefit (at
a rate of 50 percent of average full-time earnings after an accumulated
waiting period of 4 weeks) could probably be paid if a contribution of
2 percent were made, 10 weeks of benefit if a 3-percent contribution
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were paid, and 22 weeks of benefit if a 5-percent tax was im .
These figures are estimates, based upon the best figures available.

Senator Kina. Is thers any reliable data showing the number of
employees in mass production, in factories, in mines and mills where
the proprietors of those industries would be required to ay a tax?
What I am trying to get at, it seems to me that you have over-
estimated the number of employees who would come within the
purview of the bill by assuming a larger number of employees in
gain!ul occupations in those industries where the employers would

e subject to the tax. :

Mr. Greex. Well, of course, I am not able to answer that, Senator,
It would be a matter of determination. We would have to find that
out from the figures as best we could. I presented those figures as the
best obtainable at the present time. .

Senator Kinag. There is just one other question. The amount
which would be deducted from these corporations and the employers
would, of course, pro tanto, or to some extent, diminish the taxes
which they would pay to the Government. For instance, corpora-
tions today add, to my recollection, 14X percent on their net income.
Now if you should charge them 5 percent more or any percent more
that would necessarily reduce the tax which it had paid to the F' ederal
Government. .

Mr. Green. It would be 5 percent on their pay roll. It would
not be quite the samo as 5 percent on net earnings or 6 percent of the
production. ‘Three porcent on the pay roll would be perhaps small
as compared with the other tax,

Senator Kina. Whatever tho tax was, that of course would be sub-
tracted from their net income, or added to the expenditures, rather.

Senator CLark. They would include that as part of the operating
expenses.

Mr. Green. My judgment is, as the Senator said, they would in-
clude that as a part of the operating expenses, just the same as they
do tho workmen's compensation iusuraunce now, L

Senator Kina. But the effect, indirectly, would be to diminish their
net return.

Mr. Green. I amnot sure about that, I donot think so. I think
their net returns would be pretty good, Senator.

Senator Kina. I am not saying their not returns would not be
good. Thay might be too great.

Mr. Greex, 1 think they probably would be as great, because they
would increase the cost of the manufactured produets sufficient to
cover the increase, to absorb this pay-roll tax. .

Senator Hastings. Mr, Green, there is just one more question
before you leave that subject. Under that plan, assuming this §-
percent levy had been made upon the pay roll and it brought in
$700,000,000, is that distributed only to persons who havo worked a
certain longth of time? . .

Mr. GreeN. That would bo paid to those who would be eligible
under the unemployment insurance bill, .

Senator HasTings. In order to make them eligible they would have
to work & certain length of time? . .

Mr. GreeN. They would have to work a certain length of time and
make certain payments. It is an insurance measure, don’t you see.

Sonator Iastings. It would not take care of anybody who had x,wt
been able to get employment? T
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Mr. Gaeex. No, no; it would not take care of the unemployables
of that group. We cannot delude ourselves into the beliel that
unemplggment insurance is going to take care of our whole relief prob-
lem. e learn that from the experience of England, Germany, and
other countries. That has all got to be aupp]omente(‘ by a very elab-
orate and comprehensive relief Flan. It isintended to tako care of the
worker for a number of weeks of unemployment, to tide him over those
number of weeks, when it is assumed that he will find new employ-
ment. If at the end of that time he is still out of work, then relief
must come in. . .

Senator Brack. It is exactly the difference, isn’t it, belween a
health polioy, which we understand usually covers a man about 6
months, but {t never covers him if he is an invalid for life, and some
other system? In other words, to get it clear, this unemployment
insurance is not intended to stop unemployment at all, it is to take care
of the casuals for that length of time?

Mr, GReeN. Yes; seasonal unemployment. If a man llarpens to
got out of work, thisis to tide him over while he is seeking employment,
attempting to find employment,

Senator Buack. While he is shifting from one job to another?

Mr. Greex. Yes; we must not confuse this unemployment insur-
ance with relief. We might have to collect the relief money, Senator,
through the imposition of a tax such as you suggest.

Under no circumstances should conditions such as those contained
in subsections (a), (b), éo), and (d) of title VI be given a placo in
any measure adopted. Such conditions are vague and unsound and
would prevent effective oYeration of any plan which might become law.

I signed the report of the minority of the Advisory Council on
Economio Security, on the question of the amount of the pay-roll tax
which should be levied for the purpose of financing the unemployment
insurance program.,

By the way, I might explain, Senator, we had another test vote on
the 3-percent tax and & majority of the committee favored thae 3-per-
cent tax and a minority favored the 4-percent or §-percent pay-roll
tax.

Senator Hastings. Does your testimony show the names of the
persons? . )

Mr. GreeN. I put the names in the record. .

Senator Hastings, I mean the names of the minority and the
majorig? .

Mr. GreeN. I can give you that, but I do not think I have divided
that in here,

The CuatrMaN. Mr. Green, what was the vote on this last question?

Mr. Green. On the question of the 3-percent tax?

The CaalrmaN, Yes, .

Mr. GreeN. I have got it in the minutes but I do not think it is
hero at the moment,

The Csa1rMaN. Will you supply the record with that?

Mr. GreeN, Yes, We had several test votes. First, on_the
employer-omployee contributions, The majority of the committes
voted against employeo contributions. A majority of the committee
voted in favor of the 3-percent tax, and a minority of the committee
voted for the higher taxes.
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The CrairmaN. I think it would be very well to put in the record,
in connection with your testimony here, these various votes that were
taken by the advisory council, and how they voted.

Mr. Green. I will submit 1t if you wish it. If it will be helpful
to the committee 1 would be glad to submit it. We spent days,
da*s, and days on this.

he CHaIRMAN. I wish you would supply it so we can have it.
Indicate what it is at the head of it so the issue will be stated clearly.

Mr. Green. I will be glad to do that,

{Mr. Green subsequently submitted the following statement).

The vote upon the adoption of the subeld{, or what {s known as the ‘‘grant-in-
aild unemployment measure”’, was 9 to 7 in favor. However, this vote was taken
by a show of hands and not b{ a roll call. For this reason it Is im ible to give
the names of those who voted in the majority and those who voted in the minority.
I regret it is impossible for me to give you any more definite information than
this upon the voto taken as herein referred to.

Those who signed a minority report for higher IJ)ay-mll tax were: Paul Kellogg,
Frank P. Graham, William Green, Helen Hall, Henry Ohl, Jr., George Harrison.
Paul Schoenberg.

The standards which are possible under the 3-percent pay-roll tax
are so totally inadequate that we should refuse to endorse them. The
3-percent tax is recommended on the understanding that it would
establish a 4-week waiting period before payment of benefits began;
second, that benefit for not more than 15 weeks at 50 percent of the
normal wage (but in no case more than $15) could be paid; third,
that after those 15 weeks, except for long-time omployees, nothing
more could be paid.

To increaso the benofits, I recommend that the tax on pay-rolls be
increased to 5 percent. Unless wo extend the time for which benefits
run considerably beyond 15 weeks, we cannot hope to make benefits
cover the time which experience hias shown men and women seek
work before they find it. Tho technical staff of the committeo on
economic security mado calculations on the duration of unemploy-
ment from tables prepared by tho commilteo's actuaries. The results
showed that even in times of properity 54 percent of the unemployed
wago earners would fall outside the period provided during which
benefits could be paid under a 3-percent tax; 26 percent of these would
find work within the long waiting period of 4 weeks, and 28 percent
would be out of work more than 15 weeks. In times of depression or

.extended unemployment, as high as 80 percent of the unemployed

wage oarners would fall outside the benefit period, while in average
times 60 percent would be outside.

Actual studies of the duration of unemgloyment bear out these
statistical estimates. A study made by the Bureau of Labor Statistics
covering unemploﬁment in Philadelphia in April 1931, showed that the
avorage person who was unem)iloyed in that month had been out of
work for 37 weeks. An unemployment survey in Buffalo, in Novem-
ber 1033, showed that in 1029, 19.3 percent of the unemployed studied
had been out of work 20 weeks or more; in 1933, this percentage of
men out of work 20 weeks or more had increased to 76.3 while 68.2
percent of the group had been out of work for over a year. In 1028,
a field survey was made for tho Senate Committee on Labor, under the
direction of Dr. Isador Lubin. Even dunélf a time as prosperous as
1028, 42 percent of those who had secured jobs and 65 percent of
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those who had not, at the time they were interviewed, had been un-
employed for more than 4 months.

,, therefore, recommend that the bill provide for a period of bene-
fits longer than the 16 weeks made posaible by tbe 3-percent tax. I
see No reason why, in the richest country in the world, a worker who
qualifies under our system and whose savings are undoubtedly ex-
hausted, should find himse)f forced to depend upon public relief at the
end of 14 or 15 weeks of unemployment compensation. This period
of benefit payments is pitiably inadequate. If the bill is amended to
provide for a 5-porcent tax on pay rolls instead of the 3-percent tax
now written into the bill, the benefit period could be extended to not
less than 26 weeks in sny one year. Ve should then be oﬁ'ennﬁ
economic security to the wage earneis of this country which woul
have real slﬁvmﬁcanco. .

Senator Warsn, Does this bill provide benefits for the employees
who may work only 1 or 2 dat\}s a wook and for the rest of the week
theg would be unemgloyed? nder this bill they would be considered
as being unemployed; would they?

Mr. Green. No.

Senator Warsu. Why are they not entitled to benefits?

Mr. Green, That will have to be worked out in the State unem-
ployment insurance measure, 50 that part-time workers can be paid
part-time benefits.

Senator \WWaLsa. It is possible to keep a qerson employed at maybe
1 day a week and give him the benefit only when he is discharged?

Mr. Green. No.  In a scientific unemployment insurance meas-
ure, a worker working a day a woek is entitlod to unemployment
benefits. That plan will be worked out in detail in your State laws.
1 am merely selting up what are called ‘“general standards’’ here.
That is a dotail that will be covered in State laws.

Senator Waven. I supposs it would be included in the definition
of unemployment?

ir. GREEN. Yes.

These figures are taken from estimates made by the Committee on
Fconomic Security, based on the experience of 1922-30. Even based
on the experience of 192233, when a major depression is included, a
5-percent tax would permit 19 weeks benefit with a 2-week waiting
period, at half the normal wages, up to $16 per week. '

I object particularly also to the unreasonably long waiting period
of 4 weeks which is made necessary by the 3-percenttax. The
British system provides for a waiting period of 6 days. That is a
period sufficient for registration and any investigation which may be
considered necessary before payment of benefits begin. age earners
have at best very slender roserves of savings. A perlod of 4 weeks of
waiting must mean only that those savings are exhausted before
unemployment insurance begins, I see no reason why this should be.
I recommend that such employment insurance moasure as may bo
enacted into law by the Congress of the United States shall prescribe
a wmtini period not to exceed 1 week,

May uote the conclusions reached by those members of the
Advisory Council on Economic Security who signed the minorit
roport on the amount of pay-roll tax provided by the bill, as it regards
another test of the adequacy of the present bill? {Quoting:)
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From another angle, the adequacy of the majority proposal was challenged, by
offering tables prepared by the technical staff of the Committee on Economic
Securit{. These comgared the protection proposed under a 3—€ercent lan for
the United States and that afforded througliout recent years the standard
benefits of tne British system of unemployment insurance which has a combined
4}‘-§e:eent basis. Earning $2 a day or its equivalent, either American or British
worker would Jose $208 in wages if out of work for 4 months. It was pointed out
if eligible, under the pro) Federal act the American worker would be assured
a total of $80 in unemployment compensation. The British worker, if single
would fare about as well; but if married, with 3 children, the family man wou!l
get $130 in the same retfod; and if allowance were made for relative purchasing

wer, he would get $156 against the American $50. In the higher wage brackets,

he American would come off favorably with the British as long as his compensa-
tion lasts, but in any case that is only part of the picture. 'Fhe eneral run of
American benefits would be cut short at 14 or 15 weeks, while the British standard
benefits begin after 1 week’s walting period (against the 4 proposed for the United
States of America) and run up to 26 weeks (against 15).

An employee with & long work record in America might qualify for half a year;
in England, for a full year,

The British system of unemployment insurance has now been in
effect for 24 years. I believe that their exporience should be used b
us in every way possible. If England has been able to maintain
through the post-war dopression a coverage such as it has maintained,
and which it is even now liberalizing, surely the United States cannot
be content with the meager coversge proposed by the present bill.
Since no benefits are to be paid under the unemployment-insurance
system until 1038, by which time recovery is taken for granted, it
would seom that we cannot offer to our wage earnors less, in those
times of recovery, than England has been able to maintain during
deg‘ressxon. .

hird. I recommend that neither company reserves nor industry
resorves shall be permitted, but that the bill shall provide for State-
pooled funds only. In regard to the danger of individual company
or industry reserves I cannot be too emphatic. Such reserves will be
of benefit only to those employers whose risks are low, and will be
takon advantage of only by those employers. Plant, company, or
industry unemployment resorves are not unemployment insurance.
I am of the opinion that the States should be given a certain freedom
in the choice of the plan which they adopt, but I am of the conviction
that there must be limits of choice fixed by the Fedoral Government,
and that those limits of choicc fixed by the Federal Government must
not include plant or industry reserves. o have scen company re-
serves tried as & mothod of unemployment insurance. There 1s no
reason why exporimentation should go so far as to try again something
which has not, and of its very nature cannot prove satisfactory. This
plan lacks the first and most important principle of insuunoo‘ namelys
the distribution of risk and burden, The withdrawal of the '‘better’
employers and industries from the State-pooled funds would seriously
woeaken the Stato funds and endanger the employees who aro working
for the companies left in the pool. Thero is s serious menace to
organized labor in the individual co_mjmny reservo. Employers who
are strongly opposed to the freo and independent organization of trade
unions will ba able to use their company or industry reserve as a
wgagon in their fight .ngamst unionization of their employces. Thoy
might offer slightly higher benofits, or pay tenefits for a]m!o longer
period, 1cxlpon the understanding that their employees remained un-
organized; they could use their unemployment reserves around which

[ RS,
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to build a company union, and thus prevent the growth of bona fide
trade unions. Speaking for the American Federation of Labor and
the millions of workers who are members of that Federation, I protest
most emphatically against any provision which permits a State to set
up unemployment resorves on the basis of comp or of industry. .

Fourth. I further recommend that any unemployment insurance
law adopted shall provide that benefits shall in no case be less than
50 percent of the normal wage, with payments up to at least $15 per
week. I do not consider & maximum benefit of $15 a week satis-
factory. I should much prefer a maximum of $26 per week, and I
should like also to sce a minimum fixed below which unemployment
benefits could not go. But I realize that in an initial unemployment
insurance law we cannot have all of the conditions we shall ultimately
oxpect and demand in such a law. It is more important, in the
‘beginning, that the period of the payment of benefits be extended and
that the waiting period be cut down to 1 week, than that weekly pay-
ments shall be increased to the amount we shall reach in the future.
That is a fair proposition, 50 percent of the wages earned. For
instance in the South, where climatic conditions are different, where
the wages are lower, the amount of weekly benefits would be less.
In Now York State, in Massachusetts, Ohio, and other States, where
wages are higher, 50 percent of their wages would be larger, and it
would be paid in accordance with the wage and economic standaids
fixed in each community and each locality. There could be no
serious objection to that. You understand it is not intended that
the same rate shall be paid uniformly all over the country, but 50
percent of tho wages earned. . ~

The question of a reinsurance fund has been given much attention
in the discussions of the past few months. :

Senator ConNALLY. Mr. Green, lot me ask you, if the employes is
not going to make any contribution at all to this and it comes out
of the consumers and the Treasury, why should there be a graduation
or a differenco in difforent places?  Why should we not standardize jt?

Mr. Green, Becauso it is not in accordance with the scientific
principles established in any unemployment insurance moasure.

Senator ConnNaLLy. Do not most of them require contributions?

Mr. Green. Not all of them.

Senator ConNALLY. Most of them?

Mr. GreeNn. Yes; I understand they do, but that isn’t a good
reason why we in America should be required to do that.

Senator ConnaLLy. Except on the theory that the employee is not
going to contributo anything. If a man in one locality is going to ﬁft
a gift from the Government or a gift from the consuming people, why
should ho get a higher gift than another man in another location?

Mr. Green, Heisn't.

Senator ConnaLLy. You said in the South you are going to pay
a less rato than you are going to pay to & man who is doing the same
work in New York, when that man in New York does not contribute
an{lhin more than tho man in the South.

Mr. GrReeN, They get 60 percent of tho wages. That is what T was
telling you. I think that 18 fair. I do not imagine that the om-
ployer in tho South will care to pay the same weekly benefits, unem-
ployment-insurance benefits, as they would pay in New York.
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Senator ConnNaLvLy. If the employee was contributing something
there would be a basis to your position, but he is not going to con-
tribute anything, why should the Government pay one employes in
one part of the country a different rate than it pays to another em-
ployee in another part of the country?

Mr. GrReeN. That is under the same theory that they have higher
wages in New York than they have in the South.

nator CoNNALLY. This 18 not a wage, this is a gratuity.

Mr. GreEN. It is based on economic facts and principles.

Senator ConNaLLY. I would like to know the basis of your views.

Mr. GREEN. We have protested against that very thiug, we have
protested against the difference in wages and standards.

Senator WaisH. The emplglyer in the North pays a higher tax than
the em;(a}loyer in the South. That is one answer, isn’t it?

Mr. GaeeN. Yes, he would pay a higher tax.

Senator CoNnNALLY. If he does pay a higher tax, he makes more
money than the man in the South. :

Mr. GreEN. Five percent of his pay roll would probably be greater.
We do not want to get into that. .

Senator HasTiNgs. You mean he pays a higher tax?

Senator Warsu. He pays 3 percent of his pay roll. His pay roll is
hiilier because he pays hi%her wages.
be r. ?encml. His pay roll is heavier, therefore the 5 percent would

ater.

he question of a reinsurance fund has bheen given much attention
in the discussions of the past few months. Different industries and
States are subjﬁcp to varying degrees of unemnployment. In Novem-
ber 1934, the building trades, for example, reported 69.6 percent of
unemployment; the service trades, 28.9 porcent; mining, 35.9 percent;
manufacturing, 29.8 gcmnz; and trade, 190.9 percent; with agricul-
ture, 3.7 percent. This wide divergence in the amount of unemploy-
ment in different industries is one of the more difficult problems which
must be met in any system of unemployment insurance. Some States,
because of the nature of their industry, will carry much heavier
burdens than others. Yhether a Federal reinsurance fund is the
solution of these problems, I cannot say. I recommend, however,
that an investigation and study be made of reinsurance, in an attempt
to determinoe whether this is the method by which to arrive at the
creation of a broad, guaranteed, and well-administered unemployment-~
lnsurance systom.

OLD-AGE S8ECURITY

There are some 10 million people 60 years of age and over, the large
rtion of whom is faced with the worst possible hazard of modern
fe—bleak hopelessness and indignity of dependency which comes
sbruptly after one has contributed to the utmost of ono's resources
a3 an active participant in our economio system. Any one of us, if
faced with the prospeot of old age without resources and with no
means of existence other than complete dependency on others, would
_readily admit poverty, privation, and hunger to be a better lot.
Old-age seourity is a problem which goes to the very roots of social,
economio, and moral factors which are fundamental to human exist-
ence. How oan this problem be met? .

-
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For some years, there has been gradually emerging in America
a concept of old-age security which was destined to become an inte-
gral part of our national life. Much of the p. made in the form
of State legislation has been due to the unrelenting support of the
program in various States by organized labor.

o existing State systems, few and inadequate though they are,
have provided us with first-hand experience in handling the most
fundamental phases of the problem. But nonec of these experiences
havegiven any ovidence that it is possible to solve the problem through
State administration unaided by the Federal Government. Wo have
learned from experience, in recent years especially, that only a
Nation-wide plan can cope with the problem of old-age security. In
approaching such a Nation-wide plan Congress must take stock and
measure the scope of the problem with whioh it is to deal.

In order to appreciate fully the implications of this problem, we
must consider the significance of old-age security in the prosperous
years preceding the dopression. In surveying the status of persons
65 years old and over in 1927, on a sample of about 14,000 cases in
four Eastern States, the National Civic Federation has given us
fairly reliable indications of indigency then prevailing among the
aﬁgd.u On the basis of those ratios, we find that in a prosperous yesr,
about 30 percent of the entire group, or about 2,000,000 persons,
owned no property whatever. About 40 percent, or about 6,600 ,
had no income from work or business, and some 17 percent, or about
1,000,000 had ncither property nor income. ‘

About 25 percent of males and about 14 percont of fomales wero
totally unable to work; 30 percent of males and 46 percent of females
were able to do light work only, - A large portion of the group were
aflticted by invalidity or chronic illness. About 26 percent of the
group were either single or had no children or other relatives who
could render aid. About 1.3 percont were supported by public or
privato charity and another 60 percent recoived no aid at all.

This gives us a rough pioture of the situation in a year of pros-
perity. A groat deal more darkness and misery had entered into this
picture during the depression years.

It has been estimated that out of the total of 6,600,000 some
2,700,000 persons of 65 and over were supported wholly or partly by
othorsin 1930. Thero has been unquestionably a tremendous increase
in the numbers of aged who must rely on support alfter 5 years of
depression which havo rendered bankrupt thoss who have Emviously
carried the burden of support. The aged have undoubtedly consti-
tuted a very important portion of the 4% million families now on relief
rolls in the United States. They comprised an oven more important
portion of the one-half million single persons on relief.

‘The x‘n'oblem of old-age security penetrates into every phase of our
zl.ationa life. 1t affects closely every class and group of our popula-

ion,

The agricultural population generally has enjoyed greater stability
and greator sccurity than other groups. The family unit has been
basic in the agricultural society.

Until recently, the American farm family contained on the average
more than two gencrations. Those attached to the family depended
upon it for their cconomio welfare. This traditional family relation-
ship is now rapidly becoming distupted. The patriarchal agricultural
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family is disappearinf and we witness the exodus of the young from
agricultural communities. At the same time, the older agricultural
worker who remained a producer much longer than the industrial
worker of the same age has lost much ground as the result of recent
developments in agricultural industrialization and mechanization, 1t
is safe to say that th%pnoblem of old age among the farm population
is more acute in the United States than elsewhere.

Far more acute, however, is the situation of the aged in the urban
centers. Here the older group suffers not only from the inherent con-
ditions of old age and unemployment but also from all those additional
elemoents injected into the situation by industrial urbanization, In
the slums and tenements of our cities, the aﬁgd ;ﬁor are completing
their span of lifo as a total social liability. The high rents in urban
centers make difficult and burdensome the support of the aged by
their children and relatives who earn their livelihood in mills and
factories, Old-age security of wage earncrs has been threatened more
than that of any other economic group.

Our industri p:ﬁulation has been increasing at a rapid rate. In
fact, while our total population has manifested a declining rate of

wth its portion comprised of wage earners has increased rapidly.

ur urban and rural nonfarm population in 1930, of 15 years of age

and over stood at 67,400,000. Of these 38,300,000 were attached to

the industry. From this it is estimated that about 41,000,000 wage

earners will belong to the wage-earning class in 1035 and about
44,000,000 will be in this group in 1940,

Economio difficulties which confront the aged belonging to Lhis
group aro rooted largely in the wage system es it now exists. ‘The
present low standard of living of the worker’s family makes it im-
possible for the wage-earning class to assure old-age security to its
own members. ‘ Co

Parallel to this has been technological development in the industry.
The incidence of technological unemployment has fallen heavily upon
the older wage earner, Older workers were displaced by machines
at 8 more rapid rate. .

Tho mass system of industrial production has still further con-
tributed to old-age insecurity. Under the mass process of production
there came into existence new requirements for minimum intensit
and speed of effort. There has also appeared a tendency to make this
energetio requirement uniform for the entire plant. In the presence
of heavy unemployment, each job has been placed into a highly com-
petitive position. The older worker has been placed at a heavy dis-
advantage. There has appeared a tendency to displace him long
beforo his productive capacity has disappeared or even before it has
been appreciably impaired.

. The minimum requireinent of effort has ceased to bear direct rela-
tion to the physical conditions of production and has been entirely at
the discretion of the employer, who is governed primarily by the profit
motive. The interests of tho worker have been given littls or no
consideration in establishing requirements for speed and cffort in the
mass-production industries. Thus, while the tendency has been to

lace superannuation at lower age ievels, this technical dovelopment

a3 been accentuated by such factors as individual judgments and
economio pressures of the management.
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The distribution of old-age disability. and unemployment is not
uniform in the various occupational classifications. According to
Dublin, at the age of 20, the life expectation of the upper professional
classes is about §0 years, At the same age, the life expectation of
wageworkers, as reflected by industrial-insurance contracts, is only
42 years. The productive wageworker does not retain the advantage
of long occupational life span enjoyed by those in the professions
business, finance, public service, arts, and sciences. Thus, we fin
that the w ghearmn% portion of the population is gradually.assuming
greater liability for the old-age group.

The wage earner is also without the advantaiia of controlling to
any substantial degree his occupational status. He finds practically
no employment oEportupnies in railroads and public utilities at the
aﬁe of 45. Equally limited are the emplayment opportunitics with
the Federal, State, or municipal agencies for those who have passed
this mark. His prospects for empl(;{:sent in manufacturing estab-
lishments are small, and he has been almost completely excluded from
the pay rolls of the mass-production industries,

One study covering concerns which en_x;;}oy over 3,000,000 workers
disclosed that 50 percent of the establishments employing over 60
percent of the workers had definitely prescribed age limits. Only in
a few exceptional instances were those limits found to exceed the age
of 46. Many of these limits were set at 40 and for certain occupa-
tions as low as 35. It is a fact of ominous significance that 8 man of
45—in the prime of life—stands face to faco with superannuation and
economioc dependency. !

No alternative of long-term validily can be found which would
serve the purpose of the old-age pensions. ‘L'he montl_xl{ per capita
expenditure in the poorhouses has proved to be far higher than an
integrated scheme of Nation-wide old-age pensions. The per capita
cost of poorhouse or almshouse support is estimated to be twice as
high as that of a pension plan. R

t has been shown that the cost of ‘ll)overt.y in old age has aug-
mented at a tremendous rate during the depression. years. .In the
State of Connecticut, in only 2 years of depression (1931-32), there
was an increase of 32.2 percent in ita almshouse population. 'th old
men and women who were indigent have been cared for entirely
through wasteful machinery of the local welfare agencies, if cared for
at all. Only during tke recent months have they been given support
from Federal relief sources. .

As a significant contrast to this, we find that in those States where
pension plans were started during the depression years, tho increasa
in almshouse and poorhouse population has been relatively sinall,
In some instances, thero has been an actual decrease in tho actusl
number of inmates over a given age limit, '

The pension plan has been proved to be not only vastly better
than any form of goorhouse but in fact that only permanent plan
with which the problem can be met.

OLD AGE ASSISTANCSE .

The existing State old-age assistance laws are either not function-
ing at all or functioning on such a restricted scale as to invalidate
their offectiveness to a very large degreo.
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Tnere is s dire need for assistance which is firmly founded upon
the principle that adequate assistance will be made available to thoso
truly in need. This can be furnished only through Federal aid. A
plan initiated and supervised by the Federsl Government is essential
if it is to bé of an enduring and effective character.

In supporting the proposed plan, I wish to make the following
recommendations:

1. Total monthly pensions should be not less than $50 a month
except in cases of persons receiving income or assistance from other
sources.

Under the present proposal, the Federal contributions are contem-
plated *o be not more than $15 a month which would make, together
with the State contribution, 8 maximum pension of $30 a month to
any one individual. There is no minimum established in the bill
with the exception of the broad statement that a ‘‘reasonable sub-
sistence” compatible with decency and health should be provided
under the plan. I submit that this safeguard is utterly inadequate
to furnish the beneficiary with the funds necessary for his mainten-
ance. Insome States, tho payments have been as low as $5 a month
and it will undoubtedly be maintained in theso instances that this
assistance is sufficient to provide a reasonable subsistence compatible
with decency and health. Inasmuch as a term ‘‘reasonable sub-
sistence” is éxtremely difficult of inteﬂ)retation I deem it essential
that the monthly payment of $50 should be made the required mini-
mum under the plan. We are building upon s new foundation of
social justice and we must remain true to our purpose of providing
the aged with real economié security. As I seé the proposal, it must
be designed to get at the root of the problem. Economic require-
ments of our day will not admit of half-measures.

2. Age limit should be reduced to 60. .

In view of the developments I have already set forth, it is recom-
mended that the age limit for pensions be reduced to 60.

Under the present proposal, eligibility is limited to those 70 years
of age or older and this limit is reduced to 65 after January 1, 1040.
There is no justification, either socisl or economio, for this unduly
narrowed basis of application of the pension system emasculating the
effects of the plan, . '

, . Vigorous objections will undoubtedly be made to this proposal on

the ground that lowering the age limit would place upon the scheme
a prohibitive financial burden. Careful examination of facts will
show that such objections are based on a misapprehersion. This
misapprehension i3 due to the rather general impression thet b
lowering the age limit by 5 years, we would include a group whic
contains a relatively Jarger number of claimants to pensions.
. In reality, the relative number of claimants will be much smaller
in the age group between 60 and 65 than in the older groups, This,
of course, 18 due to the fact that the degree of dependency is much
lower in the younger age class. Tho rate of dependency is much
her after 65 and shows an even more abrupt rise after 70.
, 1 urgently recommend that the plan be initiated with a 65-year age
%lf.rﬁt, sug:hd mit to be reduced to 60 by 1940, at the end of the 5-year
rial period.

3. The cost of administration of the plan should be kept as low as

possible.
During the initial ’5-year period, the cost of administration will
undoubtedly be in oxcess of normal, duo to the many special admin-

|

[ e
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istrative requiroments inherent in the problem of getting such a plan
under way. DBy the end of this period, the administrative proceduro
should be sufliciently well crystallized to permit more economic
administration than contemplated in the bill.

The administrative cost of the Federal Emergency Relief Admin-
istration has been approximately 10 percent of the total amount
expended under the various Federal relief measures. Relief admin-
istration during this period has functioned strictly on an emergency
basis. Wide fluctuations in the numbers of persons relieved and the
changes in administrative machinery have called for excessive require-
ments for administrative funds. The measure under our considera-
tion is basically not an emergency measure but one which will become
s permanent fenture of our social program. It is extremely doubtful
that the real requirements of the permanent administrative organi-
zation will be in excess of 5 percent of the total amount expended
after the initial period. :

There is ¢ very real need for keapin%the cost of administrationat
the lowest possible minimum compatible with efficient administra-
tion. Much of the success of the plan will depend on this. Greater
centralization in record keeping and in administrative functions will
reduce surplus costs and make for substantial economics in adminis-
tration of the plai.

In view of this, I recommend that following the initial 5—Year period
Federal allotments for the administration of esch State loan should
not be in excess of 2% percent expended in each quarter.

NATIONAL BYSTEM OF CONTRIBUTORY OLD-AGE INSURANCE

" Prompt adoption of the old-age assistance plan is essential if the
program is to get under way in the immediate future. Effective
operation of contributory old-age insurance ¢annot n for at least
another generation. But a sound foundation must be laid now for. an
insurance system which would eventually become self-liquidating.
Concurrent operation of the two plans will enable us throu’gh exper-
ment to perfect in time an insurance system which would fully meet
the requirements of old-age security. .

The extensive experience of other countries lenids support to the
compulsory contributory old-age insurance system envisaged in the
proposed plan. . This type of old-age insurance has been successfully
operated in Germany since 1889, in France since 1910, and in the
majority of European nations since the World War. A similar plan
was adopted in Great Britain in 1927 and will gradually supersede the
older British pension plan. B}

In the light of this experience of others we approach the initiation
of our own scheme mindful of the specis] circumstances and conditions
which will surround its development. We must look upon this initial
stage in the development of our national old age insurance system as
oneof admitted experimentation. .

The proposed bill provides for a fund to be set up in the Treasury
managed and invested by the Secretary of the Treasury. This _fu.mi
is to be supplied by a tax upon pay rolls which is to apply on the sliding
scale fromn one percent on January 1, 1937, to § percent on January 1,
1957.

No justification has been advanced for this over-modest beginning
and this long-deferred increase in the rate of pay-roll tax other than
“that no large immediate burden should be put upon industry.”
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- "It is recommended—and in the case of old-age insurance I fully
support the recommendation—that the tax should be borne equally
by the employer and the worker. This provision cuts in half the
‘“‘immediate burden’’ which the industry is expected to assume. In
view of this and also of the imperative need for bringing the old-age
insuranceplan into operation in the shortest possible time, I recommend
that the proposal be changed to provide for a payment of a 3-percent
tax on the pay rolls as of January 1, 1937; 4 percent as of Januaryl,
1942; and 5 percent as of January 1, 1947. The division of this tax
between employers and the workers is, of course, to be preserved.

It is proposed in the bill that an annuity equal to 15 percent of the
average monthl¥l contributory wage be paid to workers retiring in the
sixth year of the system’s operation. This pension Fercentage is
gradually increased until 20 years after the beginning of operation of
the system the percentage may reach a maximum of 40.

In this connection I wish to recommend that a laroger relative pen-
sion be meade available to the lower-paid worker. One existing pro-
posal bearing on this point suggests that while the average initial
paid is 15 percent, the actual pension be computed on the basis of
the following formula: 18 percent of the first $50 of contributory wa%:a;
13 percent of the second $50 of contributory wage; 10 percent of the
third $50 of contributory wage. The same formula is to be applied

thfﬂpensi.on payable in succeeding years.
While this will yield a somewhat iigher relative pension for the
lower paid worker, I submit that this end will be more effectively
attained by dividing the recipients of th:apension into five wage groups
to which the pension could be adjusted. In this way the problem
would be given a far more realisitc approach resulting in more equita:
ble allocation of compensation. . .
Finally, I wish to recommend that an employee be made eligible
to receive pensions under the following conditions; when (1) he 1s 60
years old; &) taxes have been paid in his behalf for at least 200 weeks
over a 5-year period, commencing before he is 65; and (3) he is no
longer gatnfully empfoyed by another.

DEPENDENT CHILDREN, CRIPPLED CHILDREN, AND CHILD WELFARE
SERVICES

. We have to consider, under the bill which is before us, sppropria-
tions for dependent cfnldren, crippled children, and child-welfare
services. These mblems have been separately classified, but the
problem of the children, the future citizens of our country, is a
problem which might well be given greater emphasis than all others
that confront us. It is estimated that among those now on relief,
thers are approximately 8,000,000 children. On the basis of our
total unemployment, it is reasonable to assume that no less than
10,000,000 chiidren are in real need of assistance. Those in homes
where there is no wa%e earner to support them must receive direct
aid, or spend their early life under conditions that will tend to handi-
cap them permanently. Those funds will mean much to State agen-
cies which are already established and are makm% valiant efforts to
carry on their all-important work desFibe totally inadequate re-
sources, It is eatimaled that there are from 3 to 5 million children .
in the United States who are physically handicapped. Very excellent
work has been done in this field of r>habilitation in certain cases and
the progress which has been made toward fitting incapacitated adults
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80 that they may take their places in industry and commerce should
show to all of us the possibilities which may be expected when the
problem of crippled children is squarely met.

TITLE VII—MATERNAL AND CHILD HEALTH

The extreme need of cooperation by the Federal Government in
“extending and strengthening its services for the health of mothers
and children” is strikingly presented in those figures made available
by the Committee on Economic Security showing the decreases in
funds for State maternal and child-health work between 1928 and 1934.
It is true that Delaware and Pennsylvania have made substantial
substantial increases. Slight increases have been registered by
Massachusetts, Maine, and New Hampshire, but all other States
show decreases; many of them running well in excess of 50 percent
and some of them in excess of 90 percent. In 1934, nine States report
no funds available for this vital work. These reductions and elimina-
tions of State funds have been made just at the time mothers have
been most in need of financial assistance. When we consider that
between 1928 and 1934, unemployment has increased from 2,000,000
to more tnan 11,000,000; that wages have been reduced from
$15,000,000,000 in 1929 to $6,000,000,000 in 1933 (source: the
National Income 1933, Department of Commerce) and that the aver-
age worker’s income in 1934 was $1,099 (source: the American

ederation of Labor) it must be recognized that the need for financial
assistance to mothers is greater than ever befure., . ) »

When we look at the records of other countries in this field, it
must be admitted thdt there should be no further delay in making
certain Federal appropriations. ‘‘Payment of maternity allowances
in Australia dates back to October 1912, ‘The allowance was £6
($24.33) for each viable child, whether or not it was born alive, pro-
vided the mother was a resident of Australis and neither an aboriginal
nor an Asiatio. Originally the allowance might be claimed regardless
of the parents’ income, but the emergency act of 1931 restricted it
to cases in which the income of the parents for the 12 months pre-
ceding the birth did not exceed £260 &1.265.29) and also reduced the
amount to £4 ($19.47).”” (From Monthly Labor Review of the
United States Bureau of Labor Statistics, August 1933.)

““The earliest (Qerman legislation concerned with maternity pro-
tection was enacted in 1878, when 3 months’ leave after confinement
was made compulsory in certain industries, ‘The sickness insurance
act of 1883 provided for the payment of maternity benefits at the
same rate as those for ordinary illness.”” (From the Encyclopedia of
the Social Sciences, vol. 10.) ‘“In France, maternity beuefits are
paid to women without ineans, whether or not they are regularly
employed, for at least 12 weeks after childbirth. The funds are sup-
%lied jointly by the state, departments, and communes.” (From the

noyclopedia of the Social Sciences, vol. 10.)

It is aniﬁcant that where assistance has been most thoroughly
developed, mortality rates have been the furthest reduced. *A sur-
vey of the European countries in which mortality rates are very low—
the Scandinavian countries, Holland, and Italy—shows that these

- states have the fullest and most coordinated gmmsions for all types
of assistance.” (From the Encyclopedia of the Sccial Sciences, vol.
10.)  We find that figures from our country appearin a very unfavora-
ble light when compared with those of certain other countries. In
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1929, maternal mortality per 10,000 live births in the Netherlands
was 33, while in the United States it was 70. For Switzerland, we
find a record of 46 and for England and Wales, 43.

The drastic reduction in State funds available has already been
mentioned. From these same figures, we find that on November 15
1034, 109,036 families were receiving mother's aid in the United
States. On the basis of Federal Emergency Relief disbursements for
the month of November, it may be assumed that nearly 5,000,000
families were involved. On the basis of the American Federation of
Labor estimate of unemployment, we know that twice this number, or
10,000,000 families may well be in need at this time, and certainly
that portion of them in need of mother’s aid will far exceed 109,000.

1n 1933, 12,000 mothers died from causes assigned to pregnancy and
childbirth.

In view of the conditions outlined above, it is urged that direct
steps be taken in this causc at the earliest possible date. 1t might be
mentioned in this connection that although birth registrations may
be the most practical basis for allocating funds to the different States
nevertheless, if funds are allocated in amounts direct] proportionai
to live births, it may well be that those States which are most in
need of funds will be denied the much needed assistance.

APPROPRIATIONS FOR PUBLIC HEALTH

The annual appropriation of $10,000,000 will reach thosze who are
suffering through the ravages of ill health and debility through two
channels. Appropriations to the several States will be now available
‘“for the purpose of developing State health services' taking into
consideration the needs of local and county programs. These funds
will be of direct assistance to those who have been rendered unable to
carry the burden of needed medical assistance.

Those funds which are made available to the Bureau of the Public
Health Service *for furthor inves“t’iﬁation of diseases and problems of
sanitation and related matters’’ will make possible further investiga-
tions on the basis of which much unnecessary suffering and death will
be eliminated and the economic as well as social losses through ill
health will be substantially decreased.

It is clearly our responsibility to reduce human suffering to a
minimum and to turn every effort to the establishment of general
standards of health which will eliminate, just as far as possible, all
cases where men, women, or children would be required to live their
lives and meet their responsibilities under the handicap of ill health,
crippled bodies, or impaired mentalities.

o program before us is a tremendous one, and if for the moment
we fail to take into consideration its sociological import, the economic
justification alone clearly shows that the appropriation proposed will

e many times paid back if the procedure suggested meets with any
degres of success.

An estimate by the committee on the costs of medical care places those economic
losses due to slc{ness at no less than $250,000,000 annually. In view of the fact
that a large part of this illness Is preventable by the application of known and
vried medfcalp methods, the economio argument for a larger expenditure for pre-
ventive medicine is compelling. The economic losses resulting from preventable
illness are, furthermore, exceeded by the losses from Frematme deaths. Louls
Dublin (oi’ the Metropolitan Life Insurance Co.), basing his calculation on the

costs of rearing a ehild and on future earning power, has estimated that the total
capital value of the lives that can ba saved annusliy through the spplication of
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yreventive mediclne is nfgmxlmately $3,500,000,000. (From Encyclopaedia of
he Social Sciences, vol. 10, p. 294.) ‘

In 1929, expenditures for medical care in the United States reached
a figure of $3,656,000,000. (From ibid., p. 204.) Sinée that time,
our national income has been cut apgro:nmately in half. Although
we have no basis nor the assumption that these expenditures filled the
needs of the people of this country, it is obvious that not even this
amount of care is possible at the present time without throwing an
unbearable cpst on drastically curtailed incomes. o
. Furthermore, when it is noted that the people of the United States
in 1920 spent $360,000,000 “on patent medicines of dubious value”
and $165,000,000 on ‘“home remedies which also are deplorable from
a medical standpoint”, thero can be no question but that those
limited funds which are available can be expended much more bene-
ficially where the Federal Government as well as Stato and local
agencies are able to dovelop public-health programs.

Looking at the cost of medical care from another angle, we see the
burden which is imposed on families in the lower income group for such
medical carc as they are able to obtain for themselves. “Metro-
politan families earning between $1,200 and $2,000 spent on the
average of $63.75 for medical attention for the 12 months of the sur-
vey, while those families with earnings of $10,000 and over spent
$270.34 or more than four times as much.” (From The Cost of
Medical Care, published by the Metropolitan Life Insurance Co.)
Furthermore, despite the fact that the low-income families were able
to spend only one-quarter as much as were those receiving earnings
in excess of $10,000 per year, these families receiving less than $2,000
annually spent in proportion twice as much for medical care as did
those recelvx'nﬁ in excess of $10,000—3.6 percent of annual income as
compared with 1.8 percent of annual income. (From ibid.). .

When we consider the drastic reductions which have been made in
weekly earnings, we must recognize that these families are precluded
from any expenditure for medical care unless they sacrifice certain
necessities which may mean additional need in the near future.

Now on page 31 of the bill, after subsection (6), we recommend the
following: ’

(7) The State has accepted the provisions of the act of June 6, 1933 (U. S. C,,
title 29, scc. 49 (c); 48 Stat. 113).

(8) I‘Aymcnt of all commpensation is made and/for is to be made through the
public employment offices in such State, and commences under such State law 2
vears after contributions are first made under such law.

(8) T1he State agency of such State, to safeguard the money paid as contribu-
tions and to assist in maintaining the stability of industry and employment,
deposits all such money, or causes it to be deposited, immediately upon its being
pa?c? as contributions, in the unemployment trust fund, or in a bank or banks
designated as agents of such trust fund to be held as part of such trust fund, in
accordance with section 604 of this act,

(10) None of the money requisitioned by such State agency, in 2ccordance with
section 601 of this act, has been used for any purpose except the payment of
compensation.

(11) Compensation Is not denied in such State to otherwise eligible employees
for refusing to accept new work under any of the following conditions: (a) If the
position offered Is vacant due directly to a strike, lockout, or other labor disputes;
(b) if the waFes hours, and other conditions of the work offered are substantially
Jess favorable to the employee than those prevailing for similar work in the
locality; (¢) if acceptance of employment would either require the employee to

oin a company union or would interfere with his joining or retaining membership
n any boua fide labor organization.

{12) The State law includes !Jrovlsions which perfau modification thereof at
the will of .the legislature or which prevent the creation of vested rights against
modification or repeal of such law at any time.
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(132 That no contributions for the payment of premiums or the raising of this
fund for unemployment compensation is required of employees.

(14) That no more than 1 week of waiting days from date of loss of job before
his days of unemgloyment begin to count. :

(15) That said State 1aws permit uncmployment compensation to be paid con-
secutively for 26 weeks, provided the unemployed is without a job and has not
declined the offer of a fo during sald time.

* (16) That the unemployed during sald 26 weeks or the portion thereof he is
w}igx&ut a jo}: shall receive 60 percentum of his normal wages with a maximum
ol a week.

(b) Payment of any installment to a State to which an allotment has been
made shall be withheld if the Board reverses the previous finding made by it
under this section, and notifies the Secretary of the Treasury and the treasurer
of the affected Siste of such reversal——continuing the bill 'on page 32.

Senator Hastings. Mr. Green, you stated that your estimate of the
gay roll was just approximate. I am surprised to find in your
gures that it amounts $15,800,000,000, and that Emduced the tax
that you mentioned. Are you quite certain that that is somewhere
nearly correct? I should suppose it was at least twice that. -
Mr. GreeN. 1 gave you the figures as to what it would be on 1
percent, 2 percent, or 3 percent.

Senator Hasrings, Thatis based upon a pay roll of $15,800,000,000.
Iam surprised to find it is as low as that,

Mr. GREEN. A tax on pay roll, Senator, is not like a tax on gross
earnings or gross business,

Senator Hastings. I appreciate that. If you are ressonably cer-
tain that your figures are correct, that is all right.

Mr. GREEN. I am reasonabli certain that my figures are correct,
although I will have them checked up.

Senator Hasrings. If you find there is very much difference I wish |
you would put the correction in the record.

Mr.Greev, Iwillbegled todo that.

I want to emphasize this fact, in conclusion, Senator: Unemploy-
ment insurance i3 just what the term implies. It is insurance against
unemployment. It provides for the payment, out of funds collected,
of so many weeks’ benefits in case the worker is unemployed. It
cannot be accepted as being sufficient and adequate to meet a severe
unemployment situation. e will have to consider it as a measure
that is intended to operate during normal seriods when employment
is on a normal basis, It is intended to tide the worker over durin
temporary periods of unemployment. ¥We must always keep in min
that an pnemﬁ)loymentemsumnce plan must be supplemented by a
substantial relief plan, because you cannot take care of it through
unemployment insurance.

Senator Warsu. Mr. Green, in trying to study precedents lookin
toward the creation of unemployment-insurance benefits in this
country, have you observed this difficulty, that in foreign countries
the labor legislation is uniform and applies to all the citizens and that
in this country the labor legislation is different in ovezﬁSt&te; the
rate of wages paid is different, the hours of labor are different, the
pensions so far as protection for safety and sanitation are concerned,
are different, therofore is it not difficult to establish or fix up a plan
that is based upon the European system in this country?

Mr. GREEN. Yes; we have 48 sovereigntios here, wheress they deal
with 1 sovereignty.

Senator Warsa. And for that reason at least serious consideration
should be given-to allowing each State a good deal of latitude in
working out the problem for itself?
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Mr. GreeN. That is what I had in mind, that we should establish
as great a uniformity as possible. That is the reason I favor the sub-
sidy plan, because 1t provides uniformity in the levy of the tax, it
gives the Federal Government an opportunity to establish gencral
standards which must be establishecf in all State laws. One is the
waiting period. I think that ought to be the same in every State.
Say 50 percent of the earnings, that ought to be uniform. The
amount of weeks they receive benefits ought to be as near uniform as

t_tit:ile. Outside of that we ought to let the States have the widest

- latitude.

Senator WaLsH, As to the amounts to be paid and the benefits
to be granted, each State ought to determine what it can afford, in
view of the assistance, the cooperation, or the aid given it by the
Federal Government. Of course that same principle applies to old

o.

Mr. GReeN. Wo have learned a lot, as the result of our experiments
in the enactment of workmen’s compensation legislation, because we
have different laws in most every State, and there are some 4 or §
States that have no workmen’s compensation law at the present time.
Now the standards are different, but in this unemployment situation
as I said, that is a national question. It appears to me if the Federa
Government is to subsidize the State then it ought to possess the
power to say the State must meet certain standards in order to get
this money. That is fair and just.

Senator Hastings. Mr. Green, what would you think of the Fed-
eral Government agreeing to contribute a certain sum of money, to
be fixed by the Congress, upon condition that the States should enact
certain laws of a certain standard and should therefore be entitled to
draw down certain portions of this fund, leaving it entirely to the
State to meet its share of whatever Congress decided. Your relief
rolls are based upon 2 to 1 generally. They try to make it that. The
States contribute $2 for each $1 contributed by the Foderal Govern-
ment. Suppose in this insurance the Federal Government should
agree, out of this general fund, to contribute so many millions of
dollars, distributed according to the pougulatlon, and on condition
that any State, before recei it, should (ﬁay to its employees at
least $2 for ever dollar paid by the Federal vernment, leaving it to
the State to tax, to levy its own tax, to get its own money, and make
our own contribution out of the general fund, Have you given any
consideration to the simplicity of any such plan as that?

Mr. GreeN. That is practically the principle embodied in the sub-
sidy g]an. You understand this §-percent tax will not be sufficient.
The State will have to levy a tax through which it will supplement
the amount that the Federal Government will pay. It is practically
the same as you have outlined there now._

Senator Brack. Just like the Federal highway plan?

Mr. Green. Just like the Federal highway plan. The Federal
engineers stipulate the character of curves, and require States to
comEIy with certsin standards, before they get the money.

The CHAIRMAN. Tho committee is adj’gumed and will meet in exec-
utive session at 10 o’clock tomorrow, This hearing will be resumed
on Wednesday moming.

(Whereupon the hearing was adjourned.)



ECONOMIC SECURITY ACT

WEDNESDAY, JANUARY 80, 1035

UNITED STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D. C.

The committee met, pursuant to call, at 10:10 a. m., in the Finance
Committee Room, Senate Office Building, Senator Pat Harrison,
chairman, presiding.

Present: Senators Harrison (chsirman), King, Barkley, Gore,
gnergnn, Black, Gerry, Guffey, Couzens, La Follette, Metcalf, and

appor.

’F e CuairMaN. The committee will come to order.

STATEMENT OF EDWIN E. WITTE, EXECUTIVE DIRECTOR,
PRESIDENT'S COMMITTEE ON ECONOMIC SECURITY—Continued

_The CuairmaN. Mr. Witte, I do not recall just what phase of this
bill you were discussing when you aiypeared here last. I want to
ask you, if it meets with the approval of the committee, before you
leave the stand to take this bill up from the beginning and succinctly
summarize each Rhase of it as to just what it is.

Mr. Wirre. That is what I had intended to do.

The CHairuaNn. All right, you may proceed. .

Mr. Wirre. I have not %otten beyond the first subject dealt with
in this bill, the subject of old-age security, although I think the
co?mitttee has practically completed its questioniog of me on that
subject.

On the subi;olcst of old-age security there are three distinct measures
proposed in this bill. Title I is the appropriation for old-age assist-
ance—Federal grants-in-aid to the States, to meet a part of the cost
of noncontributory pensions to old people who are without adequate
means of support. There is an appropriation of $50,000,000 in the
first yoar, and $125,000,000 in subsequent years, This appropriation
will have to be increased in the course of the years and grow very
large unless at the same time a contributory old-age annuity system
isstarted, On the estimates of the staff, which are conservative, that
cost, unless there is a contributory old-age annuity system, will he
in xce s of $800,000,000 by 1980, ) . :

The CHAtRMAN. So what you are trying to do is to put this tax in
so it will absorb this directp*;propriation y the Federal Government
in time, or at least reduce it :

Mr. Wirre. Very materially reduce it. It cannot absorb it entirely
for the reason that we are bringing under the contributory system
only the employed persons. In the total number of people %ainfulht
occupied, the employees are approximately 60 percent. The selfs

116807—35—18, 187
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employed people—the farmers, tradesmen, professional people, and
many other groups—constitute approximately 40 percent of the
population.

he CalrMAN. So the tax will be only about 60 percent.

Mr. Wirte. Thoe tax will reach about 60 percent of the population.
While thess other groups are in a better position than the employed
population to make provisions for their old age, everyone knows that
even people in these other groups may be and frequently are de-
pendent at‘the age of 65. Unless in the course of time it is possible
to devise methods by which these other groups can be brought within
the annuity system, then there will be a continually increasing cost
of pensions, but not nearly as great as if no such contributory system
is adopted. As I stated, our staff estimates the cost without a con-
tributory system, conservatively, at $800,000,000 by 1980. The con-
sulting actuaries that we employed, using higher estimates of de-
pendency and average pensions, estimated a cost by 1980, in round
numbers, of $1,300,000,000. 1f the contributory system is adopted
as outlined in the bill, on our staff estimates the cost will be reduced
to $116,000,000 and tixe actuaries to $500,000,000.

The first part of this bill, title I, covers the aid to States for old-
age assistance. Under this title the Federal Government will match
the enditures of the States for old-age assistance on an equal
basis, but with the limitation that it will not contribute more than
$15 per month per case. The Federal Government will also match
the administration costs, but it will not pay a larger share of the
administration costs than is based on 5 percent of the pension dis-
bursements.

The Cuamuan. Let me ask you, suppose in one of the States—and
there are several as I understand it—the anrual budget is $14,000,000
and there are 60,000 old-age people who would come under the pro-
visions of this law, and there is $15 a month paid on each one of those,
in order to get the $15 from the Federal Government. That would
approximate somothing like $10,000,000 or 312,000,000. Now how
are the States going to raise that? :

Mr. Wirre. The actual experience, Senator, has been that less than
15 percent of the people who are over 65 years of age have qualified
for old-age pensions in any State in the Union thus far. This bill
dovs not contemplate payment of-a pension to everybody who does
not have a sufficient income by himself. - This bill contemplates that
geople who are bein grovided for by their children wil] eontinue to

e provided for by their children.. The actual number who, at least
at-the outset, will be able to qualify for pensions is estimated by our
comniittee to-be not more than 1,000,000 peopls in the United States
a8 a wholo, or somewhat less than one-seventh of the number that are
05 years of age. Ve arrived at that ﬁfnre because approximately
700,000 of these'people over 65 years of age aro now on relief lists
and snother 180,000 are in receipt of old-uge pensions under the laws
of the 28 States that have pension laws. There is another number
that we cannot accurately:detérmine,. Probably not exceeding 100,000
or 150,000 prople, who are in receipt of relief without being ori Federal
emergency relinf fists. ‘In some portions of the country, particularly
in New England; the old fl‘People in need of public assistance are being
taken care of outside of Federal omergency relief, . - ‘

The State in which the percentage of reliof grants has been highest
is the State of New York, and in the State of New York the percentage
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is still less than 15. Woe estimate that 15 percent of the peoplo over
65 years of age will probably qualify for pensions, but in the first year
there will be a lag in the number qualifying. In other words, Senator,
1 doubt whether the actusl number of the pensioners of any State will
be as great or will involve as great a cost as you assume. The State
of New York pays the whole bill now and appropriates $15,000,000.
One hundred and eighty thousand people are now on pensions under
State laws, at a total cost of $31,000,000. The average pension, so
{ar, is $19 per month.

The CrairmaN. You mean sll over tho country?

Mr, Wirte. I mean all over the country, in the 28 States that have
such laws. The highest cost in any State is in Massachusetts, where
$24 and some odd cents per month is paid.

Senator Brack. Does that include those Eeoplo who are taken
care of by almshouses? Have you figured how many people are
taken care of b{ ublic slmshouses?

. Mr. WirtTE. Vg do not take care of the people in almshouses. The
number in public almshouses is approximately 100,000, and in private
institutions for the aged a somewhat larger number. .

The CuairmaN. How many peoﬂe in theee private institutions
would give up their rights to obtain this pension if the law were passed?

Mr. Wirre. 1 really cannot give you that figure. It is a great deal
higher number than those on pensions, very much higher.

Senator BLack. Do you have any exact figure?.

Mr. Wirre. There has been no survey of almshouses since 1925,
One of the recommendations of our committee is that the Bureau of
Labor Statistics at once undertake a thorough survey of the institu-
tions for the aged. - We do not really know. We are just guessing
at how many people are in almshouses. You can ascertain 1t accu-
raiely in some States, but in many States you can not ascertain it
atall. . o . : - - - .

I missed your question for the moment, Mr. Chsirman. . . .

The CuairMan. Tho question that I asked was whether these
people, if you passed this legislation, would come out of the private
institutions in order to get this money and if they could live that way
cheaper and better. C . :

Mr. Wirre. A limited number will, Mr. Chairman. = Mast of the
Eeople that are u;dpubhc_ almshouses need not only finanoial support

ut they also need physical care, and those people will not be able
to come out of the almshouses. We have had experience on this point
in the States which now have old-age pension laws.: In New York
State a considerable number, approximately d..e-fifth or one-fourth
of the peO?Ie‘ in almshouses did get on ¥ension lists, but the great
majority. ef, them cannot be taken care of through pensions.. Many
of them are invalids and have nq children who are able or willing to
care for them. oo ‘

Senator.Lia FoLLeTrTe. Mr. Witte, have you made any. estimate
broken down by States to show what the State’s estimated share o
this burden wﬂj , according to the same rulé that you have applied
to the estimates on the Federal side? . : .

Mr. Wirte. The cost to the States will ibly be slightly. higher
than the cost to the Federal Government, because under this bill the
States are required to pay a pension which is sufficient for.reasonable
subsistence compaftible with decency and health. That may be a
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ensionin excess of $30, and the Federal Government will only match
alf of the 830.

The Cuatryman, Carrying out the suggestion of Senator La
Follette, have you made a survey and is anrthing in the record that
we can look to to see how much each State will have to put up, approxi-
mately, to carry out this plan?

Mr. Wirte. No, sir; I do not think it can be done, Senator. You
would have to guess at what is needed on the average. For instance,
in the State of Mississippi a very different amount is required for a
reasonable subsistence compatible with decency and health than in
New York City. In the State of Mississippi presumably the pen-
sions will all be within the limit of this bill, the State will not have to
gut up any more money than the Federal Government. In the

tate of New York, due to the metropolitan character of a large part
of that State, the pensions will exceed $30 a month. They have
averaged $40 a month within the city of New York, although in the
entire State of New York, including the city of New York, they have
only averaged $22. It is & question of what the need of the old person
or the old couple is. If the old couple lives in a rural community and
owns its own home, then the pension. will cover only the living costs.
If, asis usually the situation in an urban community, the old couple
does not Awn its own home and quarters must be rented, the pension
must be higher. .

The CmarMaN. I suppose you have given this proposition con.
siderable thought and study because it goes to the very meat of it,
without regard to whether it is my State or the State of Alabama, or
any other State?

r. Wirre. Yes, sir.

The CuairMaN. If a State had to raise $5,000,000 to come into
the system and to obtain a fractional part of the $15 that the Federal
Government would appropriate, and the State was just able to moet
its budget without this additional cost, and it found it was impossible
to?raise this $5,000,000, then that State would not get anything, would
it : i
Mr. Wirte. Not unless it has qualified; no, sir.

The CaamuaN. And if it were impossible for it to qualify it would
get no relief under this bill?

Mr. Wirre. That is correct.

Senator King. Senator, we cannot assume that there is no obliga-
tion on the part of the States to take care of their poor. ‘
The CHAIRMAN, 1 Lust, wanted to get the fact clear in my mind,

Mr. Wirre. 1 think, Senator, the only States that would have to
gvut, up anywhere near $5,000,000 are the very large States—New

ork, Pennsylvania, Ohio, Massachusetts, and a few others.

The CratrMan. 1t you can get some figures, some estimate as to
how much each of these States have to put up, I think it would be
well to put them in the record. L

My, Wirte. We will attempt to get something, but it will be
merely a rather arbitrary guess. : :
“The CaairMaN. I appreciate that.

Mr. Wirre. We have no figures on dependency by States. That
varies by States. Wo have aln:ost no basis for estimating the costs in
the States except the present relief costs. The present relief costs are
a fairly good guide. The average for the country, per family on
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direct relief is $23. In some States it is as low as $10 and in other
States it is above $30.

Senator Gurrey. Mr. Witte, are not some of the 28 States that
have passed pension laws paying no pensions now? Can we get the
number that are now paying pensions, the number on the roll and the
total cost?

Mr. Witre. That is in the record now, as to what they actually

pay.
genator Gurrey. Thank you.

Mr. Wirre. For the 23 States that are actually paying pensions at
this tinme, we put in the record the total cost and the average per case.
The averago ranges from $24 in Massachusetts to something over $6
in Indiana, . .

Senator Brack. Mr. Witte, do you have that with referencoe to
each State? Do you have the nuinber that are eligible, so far as age
is concerned, and the proportion in that State who receive the pen-
sions? If so, that will give you a fairly accurate, or at least as accurate
as you can get, a basis to compute what costs the State.

fr. WirTe. The table is in the Supplement to the Report of the
Committee on Economic Security as is the percentage of the people
over 65 who have been granted old-age pensions. That percentage
is the highest in the State of New York; and thers it is slightly under
15 percent. In many of the States it is a good deal less than 15
percent,

Senator BLack. Fifteen percent of the population or of the aged?

Mpr. Wirre. Fifteen percent of the people that are over 65 years of
age, or over 70, whatever the State law provides. In half of the
States they have a 70-year limit. That is the case in New York.
In that State 15 percent of the people over 70 years of age have
qualified for pensions. A smaller percentage would qualify if the
pension age were 65 years,

The CramnmaN, I presume you are thoroughly familiar with the
’&l‘owﬂsend plan and have figured out the cost under that plan in

otail,

Mr. Wirre. Yes, sir, . .

The CrainMaN. 1 hope you will have that data readK, because this
rommittee is going to invite Dr. Townsend here to make an explana-
tion of his proposition, and then someone ought to be able to ana-
lyze it from the other standpoint, so we will get a full discussion of
t{ne Townsend plan which has agitated the minds of some people.

Mr. Wirre. We have just prepared a factual analysis of the Town-
send plan for the House Ways and Means Committee and if you desire
it, I will be glad to insert that in your record. )

The CuairMAN. Not right now. We will wait until Dr. Townsend
has presented his proposal to us. Go ahead. .

Mr. Wirre. The conditions of the grants, I think you have dis-
cussed qGuite thoroughly. The discussion brought out that the chief
concern related to the condition, that the grants must be in-an amount
which, when added to the income of the applicant and the income of
his spouse or her spouse, shall be sufficient to provide a reasonable
subsistence compatible with decency and health. That is the lan-
guaFe of the New York and Massachusetts acts.

If that language,is deemed by you too vague, then the alternative
is to insert a more definite standard—that a certain amount shall be
deemed to be necessary for a minimum subsistence.
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The thought of the committee in recommending this standard,
which has worked well in New York and Massachusetts, is that it
}xermus adjustments to varying conditions and to individual cases.

n different portions of the country costs differ greatly. Costs differ
within the same State, depending upon conditions, They differ
within the same community, depending upon what other income the
applicant has. This average pension grant does not mean that those
averages are the maximum. The maximum grants are a good deal
higher. The average is low, because manﬁ' of these people have some
mc(t)me in cash or in some other form, a house, or something of that
sort.

Senator Gerry. Dr. Witte, do you consider the Massachusetts and
New York acts as very satisfactory legislation?

Mr. Witte. The New York and Massachusetts laws are two of
the best acts. In some respects they are not as advanced as some
other States. They have 70 years as the age limit and they have
too hi%h residence qualifications. In this respect the det of the State
of Delaware is the most advanced. The actual grants have been
most liberal in New York and Massachusetts and the administration,
on the whole, I think has been as satisfactory as m;iywhore. As in
most of these matters, the States which enacted the first laws, which -
were the pioneers have, on the whole, the weakest laws. That isalways
the case. ‘The later laws are an improvement upon the carlier legis-
lation. We enacted our law early, and it does not measure up to the
more recent laws.

Senator Gurrey. Mr. Witte, does private charity take care of the
cases in New York from 65 to 70 years of age?

Mr. Wirte. Those are taken care of by relief, mostly, at the
present time,

Senator GurreY. Does not the family welfare department of the
Associated Charities take care of a part of it?

Mr. WrtTE, It takes care of a part of it.

Senator Gurrey. How low do they go? Are you familiar with
that, in the State of New York?

Mr. Wirre. 1 am not familiar with it, Senator. 1t is a question,
whether you wish a definite standard or whether you wish a more
flexible standard. That is, of course, a question of legislative policy.
1 am presenting to you the thought of the committee. 1f, in your
judgment, & more definite standard is desirable, that is entirely
within your discretion.

Similarly, on the question of age limits. Our thought has been
that the most important thing at this time is to get the 700,000
people that are now on relief, taken care of in a little better way
than they are taken care of on relief. With so many of the States in
straitened financial conditions, we have felt that many of them
probably cannot take care of all of the old people if you established
a 60-year age limit, for instance, but that again is & matter for your
decision. Half of the States now have a 70-year age limit and half
of them a 65-year age limit; none of them lower. 1f, in your judg-
n:gnt, you should go lower, you will have to increase the appropn-
ations. ;

Senator LoNERGAN, Mr. Witte, has your committee ascertained
the number of eligibles in each State?

Mr. Wirte. That can only be estimated, Senator.



ECONOMIC SECURITY ACT 193

Senator LoNERGAN. Yes; 1 understand.

Mr. Witre. We haven't attempted to ascertain that. Wo can
give you an estimate of the number of people over 65 years of age
who are now on relief and that is the group that is the minimum num-
ber who will be able to qualify.

Senator LoNERGAN. Now,has your committee contacted the author-
ities in a State to ascertain whether or not each State can stand the
financial burden if this planisadopted?

Mr. Wirte. No, sir; 28 States now have laws. The other 20 are
the States in the main where the financial situation is most acute.
They are the more rural States, in which the grant would probably, on
the average, be smaller than in the States that now have such laws.

Senator Gurrey. Dr. Witte, some of the 28 States who have passed
old-age pcnsion laws are not actuslly paying old-age pensions,
Pennsylvania, for instance, has passed the law, but it is not paying the
pensions.

Mr. Wirre. Five States out of the 28 are not zeally enforcing their
pension laws; 23 States are paying pensions. The States that are
not paying pensions at this time are all States that enacted their laws
veri recently in 1033. It is to be hoped and expected that they will
make provisions for payment in time. Five States out of the twenty-
eight are not really enforcing their pension laws.

Senator Gurrey. The State of Pennsylvania is one of them.

Mr. WitTE. Pennsylvaniaisone of them.

Senator King. Dr. Witte, have you contracted the proper authori-
ties in the Federal Government to ses where they would stand, in
view of the tremendous appropriations called for?

Mr. Wirre. The President vory wisely placed on the Committee
as a member of the Committee, the Secretary of the Treasury. We
have had advice from him on the financial aspects of these problemas.
The question of what tho States can do is one that of course must be
takon into consideration. I think every State, if you asked it, would
say that it could not afford to an the bill, that it would like to have
the Federal Government pay the entire cost. I might say, however,
that Congressman Kellar, of Illinois, after consulting us, addressed &
letter to the governors of all the States and asked thom what sort of
a pension law they thought the Fedoral Government should enact.
I am not quoting him exactly, but I think the majority of the gover-
nors of the States indicated that s 50-percent matching basis seemed
fair to them. A majority of the governors also indicated that a

ension figured on a $30-a-month basis was reasonable. If you so
i(:sire, I presume Congressman Kellar would be glad to testify on
that point.

Senator Kino. Did the Committes itself send any communication
to the governors of the various States, or any agencies in the States,
to obtain their views with reference to this matter?

Mr. WirTE. No, sir. .

Senator Gore. Mr. Witte, do you know that the national dem-
ocratic platform declared for old-age pensions to be taken care of by
State laws alone?

Mr. Wirre. It declared in favor of unemployment insurance and
old-age pensions through State legislation. ' ..

Senator Gore. There was no mention even of Federal participation,
the clear implication being it was for the States to pay the cost.
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Mr. Wirte. The implication that the Federal Government should
not participate may or may not be read into that plank; that is a
matter of opinion. .

Senator Gone. It was possible for the committee that had charge
of this in the convention to have said Federal and State, there was
no ighibition on using the word “Federal”” in that plan,

Mr. Wirre. This bill contemplates that the States will enact the
old-age pension laws and administer them, and the Federal Govern-
ment, participate in aiding them to have such laws.

Senator Kina. You think it wise that the burden be placed on the
States of initiating the law and adminiztering it?

. Mr, Wirre. That is the ‘thou§ht of thy Committee, and the
thought of the Committee is, too, that as a practical matter—because
of the financial condition that so many of the States are in, if we are
going to take care of these old people who are in need at this time,
who cannot provide for themselves, whose children do not provide for
them—Federal participation is necessar%‘.

Senator Gore. You do not think the Federal Government is in any
better shape financially than the States that collectively constitute
the whole of the Union? :

Mr. Wirre. Our judgment is that the Federal Government can
carry this burden. .

Senator Gore. Is there any resource or revenue that the Federal
Government can ta}) that does not come out of the pockets of the
peggle in the several States?

r. Wirte. Of course not, because we are all one country and a
citizen of a State is also a citizen of the Urited States. .

Senator Gore. Yes. If Maine does not see fit to pension their
aged citizens, you think it still ought to be taxed to pension the citizens
in California?

Mr. Wirre. This is the same question on which the Congress has
acted in the relief legislation. The Congress had established the
principle that at least in a time such as we are facing now there is &
national responsibility for the care of people who are without means.
This is a plan to provide for the old people without means and who
are not being supported by their own children in & more humane
and better way. oo .
~ Senator Kina, There is nothing in the State constitution that would
prohibit them from imposing taxes upon the ¥eople within their
own borders to take care of the indigent, is there ,

- Mr. Wirre. The State old-age pension laws have been sustained
everywhero. There was a decision in the State of Pennsylvania
under a peculiar provision of its constitution, in which its originaf
old-age pension law was held unconstitutional. Aside from that, the
decisions have all been that old-age pension laws are within the
jurisdiction of the States and are valid.

Senator BarkLEY. The Federal- Government being further from
bome it has more courage to levy taxes. .

Senator Kina. You mentioned the advisability of having flexi-
bility in the law, and I think you are right there. ‘That flexibility
would be best carsied into effect by a State rather than by the Federal
Government, would it not?

Mr. Wirre, This plah contemplates, Senator, that the State shall
pay one-hslf of the cost at least. That is a safeguard against any
reckless waste of money. If the States bear half the costs, I do not
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think you will have to worry much about grenting pensions in cases
where they are not needed. .

Senator King, It is obvious, is it not, that in some States, because
of climatic conditions, labor conditions, and so on, the pensions ought
to be larger or smaller than in other States? For instance, take
Montana, where the climate is very severe and coal is rather difficult
to obtain, the Yrice is rather high and the cost of living would be very
much greater than in some of the Southern States, for instance Florida.
You would believe, would you not, that the people of the State would
bo better able to determine the extent of the old-age pension than the
Federa] Government?

Mr. Wirte. That is the theory, Senator. Likewise, I want to call
your attention to the fact that for nearly 2 years now you have
administered relief and the relief grants have varied with conditions
all the way from an average of $10 a month, in round numbers, to an
average of about $30 a month, depending upon the State. This bill
contemplates that the same administration which has been adminis-
tering relief shall be charged with the administration of these Federal
grants.

Senator Gore. Have you found that political pressure had any-
thing to do with the amount granted in the several States?

Mr. Wirre. I do not believe so, Senator.

Senator Gore. The reason I asked, Oklahoma had 193,000 on the
relief rolls, from figures which I obtained some months ago, and
Kansas, which is almost as large, had 56,000 on the relief rolls;
Nebraska had 13,000; Missouri, with 1)% times the population o
Oklahoma, had 77,000; Texas with 2% times the ;io()i)ulstion of
Oklahoma had 170,000, against 193,000 in Oklahoma. o not want
you to think that I had any reference to collusion.

Senator Brack. You would not mean to imply that the political
pressure of manufacturers’ associations to granting a liberal pension
might have some effect on it, would you?

Mr. Witre. I think we have safeguarded, to the fullest extent that
it is humanly possible, sgainst pressure entering very much into this
picture. The States must first pay half the costs. Then we do have a
Eossible control by the Federal Government. If conditions should

e such—as I think no one need expect—that grants were being
made for political Yur oses and denied for the same reason to other
people, the Federal administrator can stop payments. I think, by
and largo, we have amgle safeguards, '

The CrairMaN. Did the Committee divide on the question of the
State and Federal Government paying the same amount? Naturally
a lot of discussion took place around that issue.
© Mr. Witte. Yes. : .

The CHAlRMAN., Was there much division on that?

Mr. Wirte. In the Committee itself?

The CHAIRMAN, Yes,

Mr. Wirre. No, sir. :

The Cuamuman, Did somebody want the State to put up a larger
percent‘%ge than that or a smaller percentage than that?

Mr. Wirre. Well, thero was a discussion first of the Federal
_(éovernment matching only up to one-third. That was the original
idea. C

The CHAIRMAN, Paying one-third?

, .
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Mr, Wirte. The Federal Government to an one-third, Senator
Later it was felt, with conditions as they are, that the Federal Govern-
ment, in many States, would probably have to pay more than one-
third. Itisa pmcticai question, a matter of judgment, Senator.

The CrarrMan. All right, proceed. .

Senator Gore, What 13 the attitude of the National Manufac-
turers Association, do you know?, I confess my ignorance. If any-
body knows, I would like to haveit. He may have better knowledge
than I have.

The CHAIRMAN. They have requested, as I understand, to come
before the committee.

Senator Gore. Yes., I think they ought to be allowed a hearing.
I-think they have, in the past, been opposed to old-age pensions.

The CrAlRMAN. You may go ahead, Mr. Witte,

Mr. Wirre, With that, I woud like to pass over title I. The
Federal grant-in-aid for State old-age assistance to old people why are
dependent upon the public for support, and go to title III and
section 405,

The CrairMAN. What page is that? .

Mr. Wirre. Page 15 for title 1II, and section 405 is on page 24.
Those are provisions that relate to the second part of the program
for old-age security, the program for a contributory snnuity system,
which is proposed to enable gleople who are not yet old to make their
own provisions, with matching the contributions from their em-
ployers, toward their old age. These provisions will be more ample
than are possible on a gratuitous basis, and free from any element of
charity. ‘The plan calls for the imposition of a tax on employers and
emglofyees, which in the early years is very low. It starts with one-
half of 1 percent and is increased in 5-year intervals by one-half per-
cent, that is, the combined rate is increased by 1 percent, until you
reach the maximum of § percent in 20 years,

The GHAIRMAN., When does it start with one-half of 1 percent,
what year? . .

Mr, WirTe. In the year 1937, and in 20 years it reaches the maxi-
mum of 5 percent. .

Senator Brack. What i)a%e is that?

Mr, Wirre. That is title ITI on page 15. The first part is the tax
on the employee. On page 16, the next section, is the corresponding
tax on the employer, They be}ong together. Each starts with a
tax of one-half of 1 Percent, which is stepped up in 5-year intervals
by 'I?p-gddxt.xonal_ hal{ percent, .

he plan is not entirely self-supporting until you reach the 5-percent
rate. It takes the §-percent rate to pay those benefits which are
contemplated under section 405, page 24. ’ .

There are two ressons why a lower rate is suggested in the early
years.: -

First, because we are still in the stage of incomplete business re-
covery, and are imposing s tax for unemployment-insurance purposes
simultaneously. But, primarily, the thought was that it is desirable
to keep the reserves in this fund within a controllable amount. .
© The CrarMAN. Explain to the committee just how it is collected.

Mr. Wirre. The collection is left up to the Secrotary of the Treas-
ury. ‘The provision occurs in section 304 on page 17. He is author-
ized, if ho desires, to introduce the European stamp system of collec-
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tion. The European countries that have contributory old-age annuitK
laws, and most of them have such laws, have instituted a stamp book
system of collection. They are something like the books that the
industrial workers now have, in which their payments of industrial
insurance are recorded. Fifty million people in this countey are carry-
mg\mdustrial Iinsurance policies. .

Many of this group that wo aro dealing with here, are quite familiar
with that type of collection of contributions,

Wo aro not saying that the Secretary of the Treasury shall adopt a
stamp system. We are not sure that that is the best system for this
country, but we are authorizing him to do so.

Senator Kina. Would the adoption of the plan herein suggested
destroy this system which you say now exists in the United States and
which embraces within its operations 50 million of people? .

Mr. Wirte. Oh, no. That relates to industrial insurance, which is
a form of life insurance. Industrial insurance is life insurance in
policies of less than $500. ‘The average policies, I think, are less than
8200, It is an entirely different matter.

All that I have in mind in mentioning industriel insurance is that
the industrial population of this country is not entirely unfamiliar
with something like the European stamp system of collecting insurance
contributions, It is not a governmental tax that is being collected in
this manner and the contributions are not being collected monthly,
as under the European old-age insurance laws, but similar collections
are now being made from much this same group of people that we have
ttg deal tWith. But we are not prescribing that this is necessarily to be

e system,

We are allowing a year to intervene before putting the law into
operation, because in this entire matter of the annuity system there
is & vast amount of further study necessary to determine precisely
the best methods of administration. Above all there will be necessary
a sistematio campaign to acquaint the workers and the emgloyers
with the methods that will have to be followed. It was the thought
of our committes that a year’s time is very necessary for this necessary
educational effort,.

The collections from certain groups of the employers certainly may
be made without a stamp systemn. ~ All corporations report annually
to the income-tax division of the Internal Revenue Bureau. They
report the names of all of their employees and the amounts of wages
paid them. For corporations, the easiest method of collection may
well be an annual return, in which the employer reports for the year
the amount of wages paid to each omployee and pays the tax in one
lump sum, In this bill, we require the employer to pay the tax and
authorize him to deduct it from the wage which he pays the employee,

The CuairMAN. Give us an example now of a fellow who has a
cook er{l‘vployed, I}m({ing him $50 a month. How would that operate?

Mr. WirTe. Under the European system

The CHAIRMAN (interruptini). I am not talking about the Euro-
pean systems. I am talking about this bill if it is put in force; how
would you go about collecting it? . .

Mr. WirTe. Under this bill, the Secretary of the Treasury has
discretion as to what method he would rescribe for collection, but
sasuming that he should prescribe a method such as is in operation
in the Kuropean gountries, the worker—the cook—would annually
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procure from the Government employment office a book in which
there were spaces, probably, for 62 stamps. The employer would
Kurchase those stamps from the post office. He would not literally
ave to paste a stamp in the book every week; he would put in the
proper number of stamps when the cook leaves his employment cover-
ing the entire period. The cook would d:mand the book. In
Europe, the cook would look at the book and see that the employer
had actually put in tho stamps. Annually the book would be re-
newable at the employment office and the old book with the canceled
stamps in it turned in as the permanent record.

Senator Kine. What woul Zou do in a case like this? Take the
persons who were engaged in the canning business or in the produc-
tion or Frowth of beets, as the farmers are. They employ during the
geasonal period 2 or 3 or 4 persons to help weed tle beets and take
off the unnecessary sprouts and so on, and then in the harvesting
they employ & few more. How would you deal with cases of that kind?

Mr. Wirte. If you deal with them on a stamp-book basis, you
would deal with them as I described. If you adopted the other
method—and this bill would authorize the Secretary of the Treasury
to prescribe one method for one group of employers and another for
another—he would report at the end of the year what wages he had
ﬁ?ld and would pay the proper amount of tax, both for himself and

s employees.

Very frankly, the greatest difficulties will be encountered, at the
outset with the casual employees and with agriculture and domestic
servico. In the manufacturing industry, the administration will not
be a difficult matter at all. But in the casual group there would be
a very considerable administrative problem.

Our committee recommended that you include the entire employed
population. Whether you wish to follow our recommendation or
not or whether you wish to make certain exemptions, is, of course,
entirely up to the Congress. For administrative reasons, it may be
necessary to make exemptions at the outset and to try to develop
methods by which you can bring in the groups that are diflicult to
handle at a later date. We recommend that they be included, be-
cause whether you employ one cook or one stenographer, that person
grows old just the same as & person in a large factory. Such a person
also needs to make provision for old age; in fact it iy within these
groups, that the need for provisions for old age is greatest ; but, frankly,
the administrative difficulties cannot be disregarded and you may
wish to exempt these groups at the outset.

Senator Couzexns. The State does not participate in those?

Mr. Wirre. Not at all. This system, once it is established and
becomes customary and people become accustomed to it, does not
involve very much administration. A person reaches the age of 65
only oncein hislife. You have not the same problem as, for instance,
with unemployment insurance, where you have to follow the person
right along. All you have to have is a record of the prior contribu-
tions when retirement age is reached. You do not have to follow the
insured person as minutely as in unemployment insurance.

The CHatrMAN. This poliey iz pursued whether the States approve
it or not?

Mr. Wirte. That is true.

The CHalrMAN, And the tax operates on each person in the State
whother the State approves it or not?
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Mr. WrrtTE. Yes, sir.

The Craarruan. It is general throughout the United States?

Mr. Wirre. Itis theon i;part, of our committee’s grogram in which
we provide for exclusively Federal administration. In all other parts
of the program, we recommend a cooperative Federal and State
system. Werecommend an exclusively Federal system here primarily
because the working life is such a long period, & period extending
normally from about 20 years of age to about 65—45 years. During
such a long period of tim=, a large percentage of our American popula-
tion will shift about very considerably. You would get very intricate
problems of transfer of records if gvou attem?ted to establish an insur-
ance system covering 45 years of a person’s lifetime on the basis of
State lines. Then again it is a system which after it is once estab-
lished and becomes familiar, can be administered with a minimum
of dircet contact with the insured employees.

Senator Couzens. Have you attempted to fizure the cost of admin-
istration in all these activities?

Mr, Wirre. This activity here?

hSegl_ﬁtor Covuzens. All of the activities which are incorporated in
the bill.

Mr. Wirre. The administration of the annuities is a function of
the Social Insurance Board. The Social Insurance Board is respon-
sible for the administration of this system and also for the adminis-
trotion of the Federal part of unemployment insurance and for further
studies of other forms of social insurance. We suigest an appropria-
gon (:lf $1,000,000 & year for all of the activities of the Social Insurance

oard.

Senator Brack. Dr. Witte, returning to the subject of those in-
cluded, it includes those who are employed?

Mr. Wirre. Yes, sir.

Senator Brack. And includes no other group?

Mr. WirTe. Not on a compulso?’ basis.

Senator Brack. What about, for instance, certain sections of
farmers, or a tenant farmer?

Mr. Wirre. Neither would be included in this compulsory system.
It is desirable, in order to reduce pension costs, to include these other
self-employed groups, but no effective method of collection from these
self-employed groups has yet been devised anywhere in the world.
One country, Sweden, attempts it through a “head tax”, as they call
it, a poll tax, and the collection is very imperfect. The employed
group can be reached, because we can collect from the employer and
authorize him to deduct from the employees. It is again a question of
administration. The desirability of bring. in the entire population is
very evident, but the difficulties of doing it are such that we, as yot,
do not know how we could briniin the self-employed. o

Senator BLack, That is a rather large group that is excluded, is it
not? Have you any figures? :

Mr. Wirre. This group includes about 40 percent of all gainfully
occupied persons in the United States. Sixty percent are employees
and 40 percent are not. Co

Senator Kina. Doctor, in your projecting of this plan, didn’t you
have bofore you populations such as for instance in Great Britain;
Germany, and Frarce that are rather fixed and stationary, not so
mobile and tmnsitorg as the population in the United States. With-.
out mentioning any States, I have in mind a number of States where
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there has been an accretion to the population of from 10 to 20 percent
in the past fow years, and in some other States, because of the mobilit
and change in conditions, there has been a decrease in go ulation. It
does seem to me with the mobility of the population, and the transito.
character in so many of the States, you would have the utmost diffi-
culty in putting into force this system.

r. Wirre. That is one reason, Senator, why we have not tried to
set up this insurance system on State lines. In a period of 45 years,
a working ‘life of 45 years, people move about in this country a great
deal. Administration of a compulsory annuity system presents a
more difficult problem, as an administrative Fro lem, in this country
than in Europe. It is not an insoluble problem, however. We have
& vast expanse, a larger expanse than any other country in the world
except Russia, and we have a mobile population. We have a popula-
tion which at this time, except for industrial insurance, is not familiar
with the European methods of collection. Establishment of an old-
age-insurance system presents considerable difficulties. But the
alternative is that you will have very large pension costs in the
future years, because of two factors, because the number of the
aged is increasing rapidly and a larger percentage of the old people
will probably be dependent as the gratuitous pension system becomes
more firmly established. If you accept the general principle that it
isdesirable that provisions for old age shall be made for the individuals,
then you must come to some system of this sort.

In that connection, I wish to say this, too, that experience in nearly
all countries of the world has been that they started with noncontribu-
tory old-age {;ensions for people in need, just &3 we have started in this
country, in the 28 States that have such laws. In the course of time
it becomes so apparent that the costs of noncontributory pensions are
so great, that the country also institutes a contributory system to
take over gradually the burden of these costs. England, for instance,
instituted a noncontributory old-age pension system in 1808. By
1925 it found it necessary to supplement that by a contributory
system. It has both now. . .

Canada started with noncontributory pensions in 1927. The
Premier of Canada has announced that he will present at the next
session of the Parliament a contributory old-age insurance plan, as
well as an unemployment-insurance law. .

. Senator King, Doctor, did your committee consider this question?
We are in a period of depression and have been for a number of years.
There are some evidences of revival in business, but still & good deal
of apprehension on the part of business people, as well as the popula-
tion generally. Did you consider that if you project us immediately
into this tripartite or quadruple plan, wit of the machinery and
cconomics and costs involved, all at once, it might be rather too bi
a iumg. Did you consider the wisdom of tackling one or two o
these first, getting those plans in operation successfully and then
approach the others in the light of experience, in the light of improved
conditions, as probably they will be; in other words, did the com-
mittee consider the wisdom when we are all prostrate, so to speak,
tied down by economic conditions that are chaining us pretty tightly,
did you consider the wisdom of immediately imposing on business
and upon the people these rather heavy burdens rather than approach-
ing gxe tas_}( in the light of our experience and in the light of improved
conditions
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Mr. Wirte. We assuredly did, Senator, and we are proposing a
plan which takes into consideration the eloment that you are speaking
of. We propose that the old-age annuity system shall not be insti-
tuted for a year after the unemployment compensation tax gets into
operation. Then we propose a rate at the beginning which does not
involve any great burdens on industry. The rate at the beginning
under this system is essentially too low to bear the total costs ulti-
mately, far too low, but we have had in mind, amongst other things
the fact that we want to give industry every chance to recover com-
pletely before imposing very heavy burdens. That hss been kept
in mind, Senstor.

Senator King. If -the Congress should conclude to separate this
plan and take it up in its natural divisions as you have suggested it,
which ones would you regard as the most important to be tsken up
and acted upon promptly?

Mr. Wirte, We are presenting the complete program for old-age
security in this bill. Obviously the most immediate thing is assist-
ance to the people that are now in need. That is not a very satis-

' factory method of taking care of the problem, but first and foremost
we must take care of the people that have no means of support.

Senator Kina. That is the old-age pension? L.

Mr. Wirte. That is tho old-age pension. The old-age annuity is
necessary to reduce costs, to enable people to make provisions for old
age that are better than the provisions that can be provided on a
gratuitous basis, that are free from all element of charity. Our Com-
mittee has accepted as a thesis that it is desirable that the people
should make their own provisions for old age, with matching contribu-
tions from their employers, and that such a system is preferable to &
i‘l;atmt.y given to them when they are without means of support.

om every point of view, we suggest that it is desirable to start the
two systems, not exactly simultaneously, but very shortly after each
other. World experience has been that you will come to a contribu-
togannuitl{ system in time. .

nator Kina. Upon the theory that old-age pension would be such
a heavy burden that the Government cannot stand it, and therefore
you must supplement it with this plan?

Mr. Wirte. Not only that, Senator, but also that, after all, the old-
age pension can only be on the basis of need.

Senator Kina. On the basis of what? .

Mr. Witte. On the.basis of need. The public cannot afford to
pay & gension out of general taxes to everybody that is old regardless
of need, whether that amount be $200 a month or $50 & month—
the taxpayers cannot afford to pz}y gratuitous pensions to millionaires.
It is to make better provisions for old age on a better basis than is
gossiblo under a gratuities system, as well as that the cost in time

ecomes prohibitive, that you will have to institute a contributory
system sooner or later. It is of course a question for the judgment of

ongress when that should be done. It is the view of our committee
that it should be done practically simultaneously.

Senator Brack. Doctor, I was interested in your statement that
obwous!i the thing to be considered was the nced. You stated that
on that basis old age was most imperative. Is it not true that if
you considered it wholly on the basis of need, with reference to the
number who need things, absolute necessities, that the health insure
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ance?would stand out more prominently than the old-age pension
even

Mr. Wirte. Senator, I was just discussing these three measures of
old-ago security. I did not try to judge as between old-age security
and health provisions, old-age security and unemployment compensa-
tion. Only as between the three measures that we are suggesting for
old-age security. .

Senator Brac¢k. I misunderstood you; I thought you meant that
as affected by unemployment and old age and health.

Mr. Wirre. Oh, no.

Senator BLack. And itis my understandin%lthat your studies show
that so far as actual need is concerned, health insurance stands first
with reference to the number affected and who could be and would
be benefited by a system such as has been proposed.

Mr. Wirre. That is quite a different matter.

Senator Brack. But that is correct, is it not?

Mr. Wirte. I doubt it, Senator.

b S_erllfator Brack., What would you think would come first on that .
asis

Mr. Witre. Of course, in absolute numbers, at this time, unem-
ployment is the greatest hazard.

Syt'anator Brack. But this would not affect those that are now un-
employed. . Unemployment insurance is intended to cover those who
tl;)re out temporarily, thrown out by technological changes or shifting

usiness.

Mr. Wirte. Unemployment is a very serious problem at all times.

Senator Brack. Certainly.

Mr, Wirte. And old uﬁe is something that everybody reaches.

Senator IKing. 1f they live long enough.

Mr. Wirte. Yes, of course; 1 was going to qualify it that way.
But old age is soinething for which provisions have to be made, and
the provisions have to be very substantial. 1 do not believe that
Iv]ou can judge it that way, Senator Black. All three are very great

azards against which safeguards must be provided. 1t is estimated
that about one-third of the people who are dependent in normal
times are dependent because of sickness. Fu‘{lﬂ' as many are de-
pendent because of unemployment, 1 think. three of them are
vcri' great hazards and all three should be deelt with in any com-
prehensive_program of security. , .

Senator Kixa. Doctor, recurring to the measures of the bill which
we are now discussing, in what countries has .this system been put
into operation, and will you state briefly the success which has
attended the operation of this system? .

Mr, Wirte. 1 ?laccd in the record, Senator, a complete list and
an analysis of the laws of foreign countries, In general, the European
countries have systems of noncontributory old-age pensions and con-
tributory annuities. In the English-speaking countries, other than
Great Britain itself, thus far they have only noncontributory pen-
sions, but Canada is now. coming also to a contributory annuity sys-
tem, Some provision for old aﬁa, such as we contemplate, is made in
every country of the world at this time; that is, every large country,
other than I believe India and China. It is back in my mind that
Spain makes no such provisions. Some provision ro being made in
practicully all countries of the world, and in many of them both of
these systems are in operation.
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Senator CouzeNns. What becomes of the funds that are collected
under these annuities if a person dies befor¢ 65?

Mr. Wirre. That is provided, Senator, 1n section 405 (c), at the
bottom of page 28. The provision is that, if a person dies, the money
that he has himself contributed, not the employer’s money, shall be
returned to him with interest, that is, returned to his cstate; similarly
if he dies after he has been granted an annuity, the money is returned
to him less the amount that has been paid to him as an annuity. In
sny event a person always gets back his own money, or his estate

oes.

The CuamrmaN. What about the employer’s money? That goes
into the fund?

Mr. Wirte. Yes,sir. Returning the employer’s money would
add to the cost of these annuities very materially. By not returnin
any part of the money you reduce the cost, but it was the thought o
our committee that 1t would not be satisfactory fo the workers—
that they would not be able to understand a system under which
they, or rather their heirs, would not (fet back their own money with
interest in the event that they should be unfortunate enough to die
young. . :

Senator Couzens. I still do not understand your answer to Sena-
tor Harrison’s (}ucstions as to the funds paid by the employer.

Mr. Wirte. It is returned to the fund‘.)

Senator Covzexns. Then how is it distributed?

Mr, Wirte. This is a single fund. It is in the fund and it is dis-
tributed to other people. It helps carry the whole pension load.
Woe keep a separate account of the employces’ contributions, in order -
to be able to determine the annuity payable to him. We keep no
separate account of the employers’ contributions. We do not say
that "Tom Jones was employed by the Ford Motor Co. and the Ford
Motor Co. contributed this much in his behalf. The only record we
have is how much he paid.

The Cuamruan, All right, Dr, Witte; proceed.

Mr. Wirre. If there are no further questions on this contributory
system, I would like to pass to the third part. .

Senator La ForLLerTE. I would like to ask you, Doctor, how you
contemplate making up this deficit that will be in the annuity scheme
because of the low tax which you are imposing in the early years?

Mr. Witre. As the bill now stands that is not made up, and rep-
resents a cost which will begin in the year 1965. Until the year 1965
there is no cost to the Government. After the year 1965, there will
be & cost to the Government under the system as it stands. If you
wish to eliminate that cost, there are two things which you can do.
We submitted to the House Ways and Means Committee various
tables showing concretely what alternatives there are.

Senator La FoLrerre. Will you see that they are incorporated in
this record? ) oy

Mr, Wirre. I will incorporato them in the record. You can step
u% the contribution rates in the early years. That has two features
which many people think undesirable.

The CuairuaN, If business recovers and weges increase and so
forth, that would be all right, wouldn’t it?

Mr. Wirre, It zyould be. Onefactoris that high rates at the begin-
ning might burdén business quite heavily in the early years when
it is desirable to keep the rates low, and the other that you will build

116807—35——14
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up reserves very fast and these reserves are very deceptive, represent-
ing really a debt of the United States Government to the fund. Yet
these reserves might be regarded by the people on the annuity lists
as a reason for increasing the annuity and other people might want
these reserves to be used for all kinds of purposes. That is the danger
of reserves that mount very fast—and they will mount very fast—
if there are high rates at the heginning, because at that time you have
relatively few people retiring. The people that are now 20 will not
retire until the year 1980. (That is where the year of 1980 comes
from. B‘y1 that time all of the present industrial population will have
reached the retirement agn.) As you build up in the early years you
have a much greater income of the fund than you have outge. Even
at these rates that we have in here a reserve of $15,000,000,000 will
be built up according to the estimates of our actuaries f)y 1965. If
you step up the rates you build up a much larger reserve and much
faster. It is debatable whether that is desirable. Personally, I have
not felt that the reserves constitute quite such an obstacle as some
actuaries believe.

But that is a question for you to decide. You can eliminate the
cost to the Government under the annuity system by stepping up the
rates. You can eliminate that cost also by not paying any thing at
all to any person who is now beyond middle age in excess of the amount
which his own contributions and those of his employers will buy at
age 65, but then you will get very small annuities for the person who
has only been in the system for 5 years. If his average wage has
been 3100 a month, he will get an annuity at aninitial 1 percent contri-
bution rate of 48 cents, and an annuity of $2.39 per month on a 5

ercent contribution rate. In these provisions we contemplate a
arger annuity than is “earned” for the person who is now well along
in years, That is the ¢lement of cost to the Government, which it
ultimately will have to buar,  After the 5 percent rate is in effect the
person wbo starts at ags 20 will pay his own annuity, including his
employers' contributicn. The person who is now 55 won't pay his
own annuity and the Government will bear that cost, in the form of
an interest charge on the money really borrowed from the contribu-
tions of the younger workers in these earlier years of the system.
That is the plan we set up; you can adopt that plan if you wish.
You can avoid any governmental contribution to this system entirely.

Senator Kina. By increasing the rates? .

Mr., Wirre. By increasing the rates, or bg eliminating entirely
partially unearned annuities to people who are half old, -

The CuairMan. By increasing the rates you will increase the
political agitation to reduce the rates later on and dissipate any reserve
that had been built up.

Mr. Wirre. That was our fear. .

Senator LA ForLerTe. Have you furnished any tables of what the
Government will have to meet by years? ‘

Mr. Witre. We have tables, yes, sir. These tables that we sub-
mitted to the House, Ways and Means Committee, and which you
asked me to insert. - i

The Cuairman. I think Miss Perkins put them in the record.

Mr. Wirre. I think so. If they are not inserted, we will be glad
to insert them at this point. . )

Senator King. Does the history in other counrties of this plan, as
well as the other plan here submitted, show tremendous political
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pressure being brought by the beneficiaries in order to augment the
contributions bf’ the State?

Mr. Wirre. 1 think not, Senator. There has not been any increas-
ing of the annuities in other countries, but the other countries in the
main are not democratic countries. The English-speaking countries

re.

The CAAIRMAN. You can be sure that there would be a political
agitation on thisin this country.

Senator BLack. On both sides.

The CHAIRMAN, On both sides.

Mr. WirTe. If you have no further questions on that, I would like
to pass to title 5.

nator Kinag. There is one question that is not J)erhaps germane.
In all of these plans which you have discussed and that your Com-
mitteo considered, how did you treat the cases of those who are now
receiving contributions from the Federal Government, for instance,
the soldiers, the ex-service men, and the Federal employees? We
have, you know, practically 1,200,000 Federal employeces and they
are being augmented greatly, unfortunately by bureaucratic methods.
Then you have a large number more who are receiving approximately
$600,000,000 or $700,000,000 by reason of compensation—veterans,
and so forth. How do you deal with those cases?

Mr. Wirre. In the contributory annuity plan, we exclude all
public employees, and we also exclude——

Senator King (interrupting). That would include the State and
municipal employees, 1 suppose?

Mr. Wirte. Yes, for the reason, Senator, that not only do they
very often have their own systems, but also that the Federal Govern-
ment cannot impose a tax on State governments. We also exclude
the people that are covered under the Reilroad Retirement Act,
which you passed at the last Congress, because dyvou have set up 8
.special contributory annuity system for railroad employees. You
have now, in the Federal Government, two contributory annuity
systems: A system for the Government employees and a system for
the railroad employees. -

1Sena.tm- Barkrey. That is now in the same place where the gold
-clause is,

Mr. WitTe. Parts of the act. I think the suit does not involve the
validity of the entire act. It involves its application, but I am not
-qualified to discuss that.

The CHAIRMAN, P . .

Mr. Wirre. Title 5 deals with what we call in our report, the “vol-
‘untary annuity sgstem.” Itis an attempt to meke available to people
who cannot be brought under the compulsory system some of the
.advantages of the compulsory system on a voluntary basis. It is
lintended primerily for the self-etiiployed people of small means.
This part of the bill is copied almost verbatim from the War Savings
‘Certificate Act of the war time. Th?'intent is to have the Govern-
ment sell annuities on much the same basis as the war-savings certif-
:icates were sold—in very small amounts. This is a class of business
which the commercial insurance companies are not pushing at ali
.and are not attempting to reach. It is for the people who make pro-
visions for their own old age in small amounts. The Dominion of
+Canada has had experience with that sort of a voluntary system. It
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has not been strikingly successful. People do not make provisions on
a voluntary basis for old age a8 much es they should, but this is an
attempt to make it posaible for people to do so.

The Government makes no contribution under this plan, which is
to be entirely self-supportinf. The provisions of this title are very
bread; annuities can be sold under any conditions that are deemed
desirable and advisable. They will probably be on sale in the post
offices, and perhaps salso in the banks, if they will cooperate. We do
not expect the voluntary annuity system to become very large, at
least not in the early years, until the working people become more
accustomed to annuities, but it will enable those that are far-seeing,
to make provisions for their own old age on a basis on which they can
not now get provisions through the commercial insurance companies,
In that connection I wish to call your attention to the fact that Mr.
Thomas I. Parkinson, the president of the Equitable Life Assurance
Co., one of the largest of our commercial insurance companies, has
issued a statement which was published in the press to the effect that
he believes that the enactment of this legislation here contemplated,
not only the voluntary annuity system but the compulsory annuity
system, will prove as beneficial to the insurance companies as did the
enactment of the War Risk Insurance Act—that it will make the
Eublic annuity minded, that it will actually tend to increass the

usiness of the insurance companies rather than the reverse; that this
is & measure which will be beneficial rather than damaging to the
insurance companies. The commercial insurance companies are not
in the field that we intend to cover through these voluntary annui-
ties; they are not selling annuities in driblets; they are not attempting
to reach those classes of the public that we are attempting to reach.

Senator Kixa. I received a telegram—I regret that I do not have
it with me this morning—from an insurance company indicating
opposition to, I think, this feature of the bill, claiming that it would be
very damaging if not destructive to the business of that corporation.

Mr. Witte. Unquestionably there are insurance people who feel
that way, but I would like to insert in the record, if I may,
the statement of Mr. Parkinson.

(The document referred to is as follows:)

[Reprinted from tbe Philadelphia Record, Jan. 19, 1635)
THE EQUITABLE LIFE ASSURANCE SOCIETY OF THE UNITED BTATES
(By Thomas 1. Parkinson, President)

Just as the business of life insurance received tremendous impetus from the
successful efforts of the Government to provide a sizable amount of insurance
on the lives of all called to arme thrcugh the creation and devclopment of the
War Risk Bureau, so do I belleve that social-insurance agitation forwarded by
President Roosevelt and his official associates will result In renewed appreciation
and great stimulation of life-insurance activities, both individual and group.

The citizens of the United States are the best Insured people in the world.  This
fnsurance to date has been obtained through the action of the individual or by
cooperation between the individual and the employer at the expense of the
individual or at the joint expense of the individual and the employer.

The premiums for individual insurauce have been described as self-Imposed
taxes paid for the purpose of protecting dependents or for providing against the
vieissitudes of old age. Broadly s&eaking, all forms of life insurance are social
insurance, but at no expense to the taxpayer and to the contrary and most
contrsdlciorily, grist in the mill of the fublio-tax collector.

These premfum payers are the American type of men and women not secking
charity and therefore providing for themselves. This kind of insurance bulks
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large as capital for the otherwise uncapitalized. Without capital and without
insurance, relief in some form of charity, public or private, is necessary. Calling
for relief come those who are seekers of charity; come the improvident, the
incompetent and, most dis!ressinglg' the unfortunates. These might be described
as the unemployables—in some no {nconsiderable part voluntarily unemployable
for reasons of their own and in larger part as unemployables for various other

ns, .

For this class, soclal-insurance plans of organized old-age relief offer advantages,
both to the individual and to the public who pay the prrice, over disorganized
efforts at charity or relief, individual or institutional. This relief, even on the
basis of mere subsistence, represents a heavy bill for the taxpayers, which bill
would grow to a size that would defeat itself wcre it attempted to carry the
amount of the relief beyond subsistence figures.

This group, which I have not too accurately classificd as the unemployables,
is not the group served by life insurance. They represent a group that are objects
of charity and the fringe between such gioup and those who are capable of
supporting themselves and desirous of doing so.

nsurance men are ready to lend their experience in the service of this social
insurance class by assisting in the formation of social-insurance measures alon
lines of sanity and workability. As an insurance man, I would eay withou
heaitation that the efforts to provide through social-insurance measures a more
self-respecting form of relief, a better budgeted charity program, will do much to
arouse public interest in the whole subject of security. In doing this, that over-
whelming number of upstanding men and women who represent the insurance
field will be inspired to look more deeply into their insurance needs and to more
completely provide security for themselves. Thus it is likely, in my judgment,
that history will repeat itself and the impetus given to the cause of life insurance
by the War Risk Bureau in putting a value of $10,000 on the life of every enlisted
man will be accentuated with the result that the present agitation for social-
insurance measures will swell the volurie of individual and group life insurance
and annuities.

In doing this, the insurance companies and their agents will no* only be bene-
fited by an enhanced business, but the business itself will the better able to
muster to its support public appreciation of the tremendous national and com-
munity service rendered by life insurance supplied through premium-payin
Amtehticsns who, wanting no charity, take care of themselvea and those dependen
on them.

This leads me to a final word which must be sald despite the recognized neces-
sity of heavy taxation, to wit, that a Government directing itself toward social-
insurance relief and spending the taxpayers' money in humane measures to
Frovlde some form of security to those who have no other recourse is stupidly

nconsistent in imposing the gross premium taxation on what might be deseribed
as the self-imposed taxes of the premium payer and what therefore has been
accurately described as double taxation.

With reference to unemployment insurance, I need only restate that the term
{s a misnomer and that there !s no insurance connected with the proposal.
What is meant 18 unemployment reserves. The collection of these reserves in
good times to tide over—as far as such reserves can be made reasonably to tide
over—forms of temporary unemployment represents an enlightened way of pre-
paring in time of plenty for the famine to come. In such respect unemployment
reserves become a near relative to the insurance family. Measures of this kind,
however, gulaﬂy discussed as unemployment insurance, are in no way an
Invasion of the field of the life Inrurance company.

It may be pointed out, however, that life-insurance policles represent owner-
ship In reserves and, like all possessions, have been called upon in their cash-
surrender values and in their loan values, as well as in the payment of princi
from time to time by death or other form of maturity, to give service to the
unemployed or to those whose fading finances would not be sufficient without
this asslstance to meet immediate requirements. Life insurance men are
working for a secured world. They do yeoman work in providing sound inzurance
widely disseminated and economically and efficiently administered.

Mr. WirTE (continuing). There are insurance people who feel that
this means competition. There areother insurance people who
believe that this will not be damaﬁinﬁ but that it will prove beneficial
to the insurance companies, I think the same fears were expressed
at the time of the passage of the War Risk Insurance Act, but it is now
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fenerally recognized by insurance men that the effect of the War Risk
nsurance Act was to stimulate the commercial life-insurance business.
We expect that the commercial annuity business will likewise be
stimulated through the enactment of legislation ‘which will bring
home to the people of this country the necessity for making provision
for their old age. That is a matter of opinion, of course.” No one
can say definitely whether this will prove to be the case, or the reverse.
‘There are people who are fearful that this means competition for the
insurance companies, but there are also insurance men who hold the
contrary view. .

Senator BLack, Doctor, may I ask you there, since you brought it
up specially, and it might be interesting to know how well the private
insurance companies have made the thing. Do you have a copy of
the advertisement which I have seen frequently, which I think has
been sent to me and delivered by insurance agents, showing the study
that was made of the large group of people, starting as I recall at the
age of 20, showing how few of them had a competence at the age of 65
either from insurance or any other cause.

Mr. Wirre. I have seen that statement.

Senator Buack. Have you a cogy of that?

Mr. Wirte. I do not believe I have, but I will try to locate it.

(The document referred to submitted by th~ witness for the record
is as follows:)

{Reprinted from The Diamond Life Bulletin Service (1934 monthly bulletins) cublshed by tbe
National Life, Underwriters, 420 East Fourth Street, Cincfnnati, Oblo]

Now, let’s look at the situation of 106 average men according to the figures
given by the American Bankers Associativ 1 approving a s;)eclal investigation
of 20,000 old men, made by Joseph J. Devn. 7, of Cleveland.”

LN * * * * * *

Accoraing to these figures, at age 65, 42 out of 100 men starting at age 25 have
died, leaving 58 sur\'iving. Of these 58, 8 are independent (or 14 percent of
those surviving); 28 (or 48 percent) have no money but can work; 22 (or 38 per-
cent) have no money and can’t work.

Now let’s look at the ﬁ%ures at age 75. By this time 67 have died out of the
original 100. Only 3 of the remaining 33 have money (which is 9 percent); 14
(or 42 percent) have no money but can still work; 16 (or 49 percent) have no
money and can’t work.

Notice particularly that several who had money at age 65 evidently did not
have it invested in an old man’s investment, because the money didn't last.

L] * * * » * *

Let me repeat these figures., They ought to make us all think,

At age 65 half of our hundred young men are still living and have no more
money than they had when they started out 40 years hefore. They have no
property at all, or not enough to support them without a job. Where do you
suppose the monef' went? Of course, we don't know, But there's the picture:
50 out of 68 men left out of the original 100 are ‘‘broke' at 65.

‘Then look at age 75. Only 3 have money, and 30 have nothing at all to live
on. The rest are dead.

Think of what this means. Even i{f we do have money here at age 35, and
even if we think we're "smln% pretly "—we can’t get away from these figures,
This Is life and these facts apply to every one of us, because if we live to%e 60
or 65 we may be '‘broke’’ too, just like so many others. Even though we do
make money [n the meantime, we may lose out some place in between. There
has certainlf' been enough experience with losses in the ordinary forms of property
during the fast 2 or 3 years to make us all “sit up and take notice.” '

The number of men out of 1,000 alive at each 10-year age perlod who are
worth $100 or more increases until age 45 i3 reached, then it declines rapidly.

At 75 fewpr men have at least $100 than at 25—notwithstanding they have
had 50 years in which to accumulate. . .

Those who have $1,000 or more increase until 45, remain the same until 55,
then decrease. .
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Those who have $2,000 or more keep on Increasing until 55 is reached, then

decline. }
Those who have more than $10,000 increase until 55, then decrease, but less

rapidly than those who have less.

e

PROSPERITY TABLE
Number of average men out of 1,000 who are
worth $100 or more at 10 year age periods.

28 3% 45 5% és 78

eco .
i I 4 \

800 L) ;: A / \\

o / | B N

g/ A | N
/

200

%2060 |/
100 m3Re //\
L
o {i‘éﬁ%o /

All of which proves that the younger the average man begins to save and the
greater his accumulations, the longer will his prosperity endure, and the less .
rapid will be his decline when he begins to slip.

DEPENDENCY TABLE
Number of average men out of 1,000 who are

dependent at 10 year pesiods.

28 33 45 58 L1 75
600
800 - /

-]

Mr. Devnegs figures, in the main, are corroborated b{ @ very extensive survey
madé by the Pennsylvania commission in connection with their stud of various
systems of old-age pensions. Likewise the industrial welfare department of the

ational Civic Federation, made a survey including 14,815 pérsons over age 65;
and Mr. Louls I. Dublin, statistician of the Metropolitan Life Insurance Co.,
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with almost unlimited facilitles for surveying the old-age dependency problem,
hasmade careful investigations.  All three agree in general with the figures above.

Senator BLack. Do you have any study that you have prepared
showing the number of people that have been taken care of by volun.-
tary insurance, how many have not, so that we can reach some kind
of an idea as to how successful it has been in that regard?

Mr. Wirte. I think it is conceded, Senator, that the commercial
insurance companies are not in this field at all at the present time,

Senator Brack. I am talkinF of all of the fields. What I was
ﬁetting at was how maniv Kleoﬁ o have they reached? I know they

ave reached some, but I think it would be interesting if we had the
oxact figurés so that we can study them. What percentage of the
gopulauon has been made independent? In other words, has it

een successful ué) to date to depend entirely upon the voluntar
8 'sten}? in the fields that they do cover? If not, how much has this
shown

Mr. Wirte. The extent of the annuity business in this country is
relatively small, but it has greatly increased in this period of depression
‘80 that the pufylished figures are completely out of date. We ac-
knowledge that people have during this depression become much more
conscious of the necessity of making provision for old age than they
-ever were before, and the annuity business has become quite consider-
able in recent years. As to the commercial insurance companies, I
think their experience has been rather adverse in the annuity field.
They have been raising the rates I think twice within the last year
on annuity policies. The experience has not been favorable, but the
business has been expanding.

Senator BLack. My question was not intended to be limited to
annuities. If you can get and put it in the record, I would be glad if
we could have the percentage of people who have been insured by
straight life insurance.

Mr. Wirre. We can give you that.

Senator BLack. And the percentage of people who have had health
insurance, the percentage of people who have had accident insurance,
and if you could get the study that was made showing the number
that were dependent after 65 according to the investigations made by
the ir:isurance companies, I think it would be very interesting for this
record, -

Mr. Wirre. I think we can locate it, Senator,

As you have no further questions, I have concluded the discussion
of old-age security, which is dealt with as I stated, in these three titles.

Senator Kina. You have another branch that you would like to
take up, I suppose? .

Mr. Wirre. The bill, Senator, deals with four major subjects, and
we have only dealt with one. - Old-age security, unemployment com-
pensation, security for children, and public-heaith services. All four
. of those are dealt with in thig bill,

Senator Kiné. I think, Doctor, if it meets with the concurrence of
my brethren here, we will‘suspend at this time, because you could
scarcely get started on those other branches, and we want to get over
to the Senate. - - s .

We will meet again tomorrow morning at 10 o’clock. ,

ereupon, at 11:50 a. m., the hearing was adjourned as noted;
and thereupon the committee went into executive session.and ad-
journed at 12 o’clock noon.) ‘ b -
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THURSDAY, JANUARY 31, 1035

UNITED STATES SENATE,
CoMMITTEE ON FINANCE
. Washington, D.c.
The committee met,- pursuant to call, at 10 a. m., in the Finance
Committee Room, Senate Office Buildmg, Senator Pat Harrison,
chairman, presiding. - .
Present: Senators Harrison (chairman), King, Connally, Costigan
gyrd, Lonergan, Gerry, Guffey, Couzens, Lia Follette, Metcalf, an
apper.
e CHAIRMAN. The committee will come to order.
Mr. Witte, you may proceed where you left off yesterday.

STATEMENT OF EDWIN E. WITTE—Continued

Mr. Wirre. I would like to proceed with the next subject dealt
with in the bill—unemployment compensation.

Senator Couzexns. Before you start that, Dr. Witte, may I ask if
any consideration has been given by your committee to the care of -
the wholly disabled, such as the blind and the ctippled and so on?

Mr. WiTTE. Wo have in the bill, Senator, an appropriation under
which the Federal Government will for the first timne enter the picture
with regard to the care, hospitalization, and physical restoration of
crippled children. This is the only provision in the bill specifically
for the handicapped.

Senator Couzens. It has come to my attention that there are
many, many thousands of blind who are wholly indifent, in addition
to others who have both legs or both arms off or one leg and one arm,
and it seems to me they are in a more pathetic situation than even
the old or the a'ﬁed people are. . o

Mr. Wirte. There is a great deal in what you say, Senator. How-
éver, because these people are the most unfortunate of all, the States
have done more for them than for other groups that are also handi-
capped and also in distress at this time. There is no question that
what is being done for thése unfortunates in this country is not
enough, and it may be that the Federal Government will ultimately
have to enter that field, too. The great majority of the States have
blind pension laws. They are inadequate in some respects, but after
ltnll, on the whole, very much more adequate than the ¢ld-age pension
aws. ) . :

Senator Couzens. Did your Committée give any study to the
question as to that? That is what I wanted particularly to know,

Mr, Wirte. We have given very little study toit. = |

Senatd¥ Couzens. So you have rio iﬁformpgion, 1o statistics, or no

récorhinendations to make for that group of citizens? -
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Mr. Wirte. None directly. In our recommendations we stressed
the 1mportance of the work of vocational rehabilitation that is being
carried on by the Division of Rehabilitation in the Office of Educa-
tion. Wo called the attention of Congress to the importance of that
type of work in a complete program of preventing destitution and

ependency. Aside from that, Senator, we have hardly touched
the problem. :

Senator Couzens. Is it practical to aline the work of those
which I have just described with the work of crippled children or
those crippléd by infantile paralysis? .

Mr, Wirre. I think you have in mind something like pensions
laws for the blind——

Senator Couvzens. Yes. )

Mr. Wirre. Which would require Federal aid. The States have
pension laws for the blind very gencrally. Not all States, but the
mnajority of the States, ;y ensions to the blind who are unable to
care for themselyes, s:mf ederal aid would be in the nature of a sub-
sidgeto the pensions granted by the States to the blind.

Senator Couzens. Isn't that a part of your proposal so far as
infantile paralysis cases are concerned?

Mr, Wirte. The infantile paralysis cases are cases of treatment
and physical restoration.

Senator Couzens. And do you propose to do that work?

Mr. Wirte. Through the States: through grants in aid. Eighteen
States are in that picture now, including your State, I believe.

Senator Couzens. But I see no practical objection to combining
the activities, if they are hoth physically disabled, both the infantile
paralysis cases and the armless and legless and blind. ‘

Mr. Witte. The one difficulty, Senator, is that the program that
we contemplate for the crippled children is essentially medical and
hos?ital treatment—phyzsical restoration—whereas 1 take it with these
adults that are disabled two things are vitally necessary: One is
vocational training (in which the Federal Government is doing a
notable work at the present time which should be extended), and the
other is direct financial frants to certain of these people who are
permanently disabled and beyond very much chance of being made
self-supporting. That part of the program we have not touched.

Senator Couzens. 1n your studg have you any figures as to the
extent of infantile paralysis cases that are permanent cases?

Mr. Witre. We have figures showing that there are between
:3_00,000 and 500,000 children under 16 that are cripples at the present

ime.

Senator Couzens. Have you information as to the adults?

Mr. WirTe. Permanently disabled adults in the population range
from 6 to 9 per thousand. We did give some thought, Senator, to
the problem of invalidity insurance, which certain European countries
have undertaken, but invalidity insurance presents such great
difficulties that we felt that it was a subject that should be.further
studied by the Social Insurance Board.” We may have to adopt
invalidity insurance and in time probably will do so. The experience
of the insurance companies with this type of insurance, bowever, has
been very adverse. lnvalidity insurance presents great dxﬂicuitles
Asan outn%ht pension grant, I do not know how great the difficulties
would be, but it would invelve considerable financial aid by the
Federal Government.
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Senator Couzens. The workmen’s compensation acts do not take
care of these permanently injured?

Mr. Wirre. They take inadequate care of them. Some com-
pensation is paid for the permanent disability under all acts.

Senator Couzexns. For how long?

Mr. Wirre. That varies very greatly.

Senator Couzens. None of them are for life, are they?

Mr. Witte. Yes; some laws are on a life basis, that of the State of
New York, for instance. The majority of them allow compensation
onlS\; for limited periods. )

nator Couzens. That is what I am afraid of. That does not
do any permanent good for a permanentl[vl injured person in industsy.

Mr. Wirre. It helps somewhat. The compensation acts are
weakest in connection with that group of workers—the ones most
seriously injured.

Senator Couzens. That is what T understood.

Mr. Witre. The pressure is always to give more money to the
larger number who have minor injuries, because the ones who are
seriously in{ured are a relatively small percentage. It is a very
serious problem, Senator, and needs further study. :

The CuairMAN. Let me ask you this. The head of the Public
Health Service was on that Committee, Dr. Cummings?

Mr. Witre. He was not on the Committee as such. We consulted
with him,

The CuatrMAN. Who took the most prominent part with reference
to the matter that Senator Couzens has inquired about?

Mr. Witre. The health problems?

The CrairMAN. Yes. . :

Mr. Witte. The Public Health Service is within the Treasury
Department, and the Secretary of the Treasury was a member of our
committee, and Miss Josephine Roche, the Assistant Secretary of the
Treasury, a member of our Technical Board. She took a very active
partinourwork. .

Senator Couzexns, But the Secretary could not take any active part
in the work? . .

Mr. Wirre. Ho attended nearly all meetings, but, of course, did
nlc:t personally clo the actual drafting of the legislation, or anything of
that sort.

Senator Couzens, That is just another step toward the bunk about
transferring the authority to Government officials that do not exercise
the authority granted. .. _

Mr. \Zx'rm. The Sccretary of the Treasury took an active interest in
our work.

The CuairMAN. And the head of the Public Health was drawn into
the conferences, I assume? . L.

Mr. Wirre. Certainly. And we bad the chief statistician of the
Public Health Service in charge of our public-health studies.

The Crammman. All right; proceed. L ] ]

Mr. Wirre. Unemployment compensation is title 6 in the bill;
it starts on page 34. . )

Before discussing the details of unemployment compensation as
outlined in the bill, I would like to present the general concept which
our committee has of unemployment compensation. The committes
does not conceiye of unemployment compensation as a complete
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measure of protection sgainst the hazards of unemployment. In no
country of the world has unemployment compensation operated as a
complete measure of protection and it cannot possibly so operate.
The committee in its report——

Senator Couzexs (interposing). While you are on the point. You
say that it is not the complete answcr to the problem?

iilj. Wirte, No. . .

Senator Couvzens. What other step is a complete answer to the
problem? «

Mr. Wirre. In its report, the committee put first what we called
“employment assurance.” If I may use the figure of speech, unem-
ployment compensation is a front line of defense for a masjority of the
employed population not for all employees. You cannot bring them
all in, but especially in a period of a great depression, you need some-
thing that goes beyond unemployment compensation. Unemploy-
ment, compensation can give only limited protection, regardless of
how high you make the rates of contribution. You need something
beyondg that, and our committee called that “employment assurance.”’
By employment assurance, the committee means s conscious policy
on the part of the Government to stimulate private employment,
and insofar as it can, to provide work for the unemployed when private
employment slackens. This bill is not the complete program of the
administration for dealing with the problem of unemployment.
The work resolution no»zé)ending in the Senate is the other part of the
program. The $4,000,000,000 appropriation for a work program
represents the major contribution of the Federal Government toward
meeting the hazard of unemployment. I call your attention to the
fact that this $4,000,000,000 contribution coming out of general taxes
is a larger contribution than any country in the world has ever made
at any time for meeting the problem of unemployment.

In England, from 1920 to March 31, 1934 (which is their fiscal
year), the Government contributed by way of contributions and loans
to the unemployment-insurance funds a total of £350,000,000 in
round numbers, which is less than $2,000,000,000. That is the total
governmental contribution that England has made to unem loyment
compensation, and of that sum, in excess of $500,000,000—
£100,000,000—is carried on the books as a loan which the fund is to
repay to the oxche:}ger. L

The Cuairmax, That does not apply to any of the possessions?
That is just as to England? . .

Mr. Wirte. That 1s to Great Britain, In the year ending March
31, 1934, the Government contributed £53,000,000 to the unemploy-
ment compensation fund; in our money, $265,000,000. . .

In this works program, the Government is making a very large con-
tribution from general taxes to the relief of unemployment.” Our com-
. miftee in its report conceives that the Government as a permanent
policy should make, if I may use the term, “the maximization of
employment”’ one of its major contributions, toward_economic secu-
rity; that it should adopt the eonscious policy of trying to stimulate
private employment and providing public employment when great
emergencies arise, . o T Do

nator Couzeng, Did your committes give any consideration to
the fixing of an annual income for these workers and making it a
charge against industry?

Mr. Wirre. I am not sure that I follow you, Senator.
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Senator Couzens. 1 say, did your committee give any considera-
tion to giving the wage workers an annual salary and making that
salary in itself a charge against the specific industry in which the
worker was employed?

Mr. Wirre. If, Senator, all industry employed all workers on an
annuel salary basis, there would be no problem of unemployment
compensation, or for that matter of unemployment. My salary is an
annual salary; if I should not have work for a day, my pay would not
stos;;, I have no problem of unemployment.

.. Senator Couzens. I am not talking about that. I am asking you
if you did give any consideration, your committee gave any considera-
tion, to the practicability of making an annual wage, giving an annual
.w?ige tbo ;hese workers in industry and making that a charge ageinst
indus

Mr.r{’?xﬂt:. We felt that by legislation you cannot reverse the
entire tide. We have in this bill provisions to encourage what we
p:;l] guaranteed employment, which is essentially an annual salary
idea.

Senator Couzexns. You did study it?

Mr. WirTe. Oh, yes; we studied it.

hSe;mtor Couzens. But of course there is nothing in this bill about
that .

Mr. Witre. No, sir; and we do not think it can be done at this time
by legislation. If ind’ustry adogted that policy of placing all of its
employees on an annual salary basis as it does its executives and its
top people, then there would not be any problem of unemployment,

nator Couzens, I understand that, and that is the reason I was
trying to get at the root of it rather than the remedial schemes you -
havé developed.

-'Mr. Wirre, If Xou could devise a method and industry could carry
that load, it would be a solution; but nobody has actually worked out
the plan, Senator. -

“Seniator Couzens, It is not so difficult?

“Mr, Wirre. Coming back to the ¢oncept of unemployment com-
pensation, we regard it as merely a measure to give a limited benefit
to' employees during a Keripd while they have a reasonable oppor-
tunity to be taken back within a short time in their old positions,
Unemployment compensation, if it is not to be mere relief, must be
based on the contributions that are received. Unless the contribution
rates are oxtremely high, the period during which compensation can
be paid will necessarily be quite limited. ‘

ased on the'experience of the 20’s, the period from 1922 to 1931,
a 3-percént rate, such asis contemplated in the bill, would enable you
to pay, with a‘4-weeks whiting period, a benefit of 50 percent of the
wage which was earned by this unemployed workman, with a maxi-
mum of $16 a week for a maximum benefit: perlod of only 18 weeks.
That is the calculation based on' unémployment of the period from
1922 t6'1931, 'A 4-percent rate would give you a maximum benefit
period of 26 weeks, a 5-pércént rate of 38 weeks. '

" ‘Thdse figures have to be understood cotrectly to get the real
picture.” The great majority of workinen who lose their jobs even
1n a period of depression are not unemployed for longer periods than
16 weeks. The gréat majority of the workmen usually get back to
their old eriployment or get other jobs before the end of 16; weeks;
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but in a severe depression there are always a considerable number
who do not get jobs during this period. Unless wo make unemploy-
ment compensation mere relief, you will reach a time when the
compensation will cease and when the worker will need some other
measure of protection. That is the way in which unemployment
compensation laws haye been constructed in every part of the world.
_In England, for a time, compensation and relief were commingled.
Since 1931 they have again been sharply separated. Unemployment
compensation 18 a limited benefit given as a matter of right, without
taking into account the needs or means of the person, whereas relief
in every form always takes into account whether the person needs
public assistance for, sup%ort. Unemployment compensation as we
conceive it is something that the man should get in cash during such
a period as can be paid for by the contributions. What contribution
rate you wish to establish is within your control. The higher the
contribution rate, of course the longer the benefit period can be,

Senator CosticaN. Doctor Witte, do the old-age pension provisions
in the bill rest on the means test?

Mr. Wirre. The pensions, but not the annuities. Old-age assist-
ance is based on a means test entirely. We do not propose to pay
gratuitious pensions to people who do not need them; no country in
the world has everdone that. No country can afford to pay gratuities
on any basis other than actual need. .

. But unemployment compensation is conceived of as a contractural
right, as distinguished from payment on a needs basis.

I want to elaborate this point for just a moment if I may; that the
avex:)afo worker does not remain unemployed for 16 weeks or any such
period, While there are in periods of depression a great many peopls
who do exhaust their benefits, even a limited benefit is of great value,
In England a survey was made of the entire group of the insured
workers in November and December 1932, In that year, which was
a year of severe depression, of 12,000,000 insured workers, 350,000
had been unemployed the entire year. Of sll persons who were on
the registers at the end of December 1932 and who had been on
continuously in the insurance in the 8 years then ending—which for
England was a period of continuous depression—32 percent had never
been unemployed sufficiently long to draw any benefits, although the
British waiting period is only 26 days, and 62)% percent had drawn
benefits for less than 10 percent of the time they were insured. ‘

_ Senator La FoLLerTE. You mean less than 10 dpercent, of the total
time that they would be entitled to that they had been unemployed?

Mr. Wirte. Yes; 81.5 percent for less than 20 percent of the time,
and (:inly 2.4 percent had drawn benefits for 50 percent of-the entire
period.

Most unemployment in normal periods is for comparatively short
. periods. There are, however, even in normal times some people
wko will exhaust their benefits particularly in industries which are
seriously depressed. ‘There were such badly depressed industries in
this country during the prosperity of the twenties. In thoseindustries
thers would have been even then many poople even with a 6 or 8
percent rate of contribution who would have exhausted their benefits.
.. Senator Cosriaan. How does the proposed system work in indus-
tries characterized by seasonal employment or unemployment?

Mr. Witre. Unless special precautions or special measures of
protection are adopted, the seasonal industries will draw unduly
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heavily on the funds. That has been one of the difficulties in Eng-
land, " Since 1931, the English law provides that for seasonal indus-
tries, only unem foyment which occurs within the normal season of
the industry shall be compensated. ‘

I was in the House of Commons when this bill of 1931 was debated,
and I recall that the fishing industry of Scotland was brought into
the discussion, On the islands of Scotland there is & very consider-
able ﬁshin%(industry. What was happening was that these fishermen
would work through the season and then at the end they would all
draw unemployment compensation, every year, because thers was
no other industry up there except fishing. ' As the law now stands
in England and as it should be devised in this country, the compen-
sation should cover only the period of the normal season of the
industry, otherwise the funds cannot remain solvent.

Senator CosTiaaN. Does the bill specifically provide for that?

Mr. Wirre. The bill leaves the matter of benefits entirely up to
the States. We recommend in our report that precautions be teken
by the States to guard against what we call overliberality~—provisions
under which every conceivable worker who can possibly be brought
under unemployment compensation is brought in on the most liberal
terms that you can conceive. The danger will not be that benefits
inadequate or too meager for the funds will be paid in this country,
but that we will make the same errors that the other countries have
made in being overliberal.. .

" The CaairMax, Doctor Witte, of course there was quite a good deal
of discussion in the committee with reference to the employee con-
tributing toward the fund? :

Mr. Wirte.. Certainly. . . .

The CrairMAN, And sharp differences of opinion arose with refer-
ence to that issue? . :

Mr. Wirre. In the committee itself?
+- The CrAIRMAN, Yea. . | . . .

i Mr. WittE. Not in our committee. Our committee concluded that
that question could best be handled by the States. - In the various
a}ivispry groups, the question was taken up and there were differences
of opinion. - C .- g R
- The CratrMAN. But in this legislation you propose to tax the em-
ployer the 3 or the 1 of the 2 percent or whatever it may be accordis
to business conditions, and not the employee? That is right, isn't it
- Mr. Wirre. Yes, sir.. - : L CL

The CHAIRMAN, Were there any votes taken in the committee on
that issue? RPN i :

Mr. Witre. On the issue of what?. - . - N

The OnairMaN. Whethor the employee should contribute, .

Mr. Wirte. Whether he should be compelled by Federal law to
contribute? . : S :

: The CHAIRMAN, Yes, . .. Co . :

Mr. Witre. It was discussed, There was not much sentiment in
the committee for such a plan. The general thought was that the
matter should beleft to the States. =~ : S
S—sThe CHramrMaN. Can you under this bill leave that matter. to the

tates?: >+ ¢ - . - N P

Mr. Wirre:: Yes; the States can add to the 3 percent rate paid by
the employers, & contribution by the employees, if they wish. .

cd
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The CHAIrRMAN, But the Federal Government in putting the tax
on, put it on the employer? ‘ ‘
r. Wirre. That is correct, Senator, but the States collect the
unemployment contributions and the States may, if they see fit, add
a contribution by the employee, and presumably some States will.
Mr. Green in testimony the other day urged you to adopt a
standard to the effect that the States may not _reqll‘ure employee con-
tributions. That is permitted under our bill, if the States see fit to
do it. In Mr. Green’s State of Ohio, the Federation of Labor is on
record for employee contributions, and in that State presumably
employee contributions will be added to the employer contributions,
with the net result that the benefits can be made more liberal.

For purposes of the record, I want bo.m in at this point figures
which aﬁpesr in our report but which 1 think should be made clear.
On the basis outlined in the bill which brings in all employees who
employ four or more employees, approximately 16,000,000 workers
would have been covered 1 the year 1933, which was, as you appre-
ciate, a year of slack employm:nt. Jf there ".ad L:en full employ-
ment in that year, somewhere between 25,000,000 and 26,000,000
workers would have been covered. The coverage is narrower than
under the old-age annuity system, because we are putting in the
limit of four or more. - The coverage extends to approximately three-
quarters of the employed workers, and approximately one-half of the
people gainfully employed. ) :

In 1933, on the basis of the Ray rolls of 1933, a 3-percent contribu-
tion rate would have yielded somewhere around one-half billion
dollars of revenuse. - On the basis of the pay.rolls of 1929, it would
have yielded a billion dollars, or slight! g more than that. If a
system of unemployment compensation had been in vogue from 1922
on, beginning with the pick up of 1922, by 1929 something like two
billion or two and a half billion dollars would have been acoumulated,
which would have been available for the %‘ayment of compensation
in the first part of the depression period. That fund could not have
remained’ solvent on'a 3-peréent contribution rate without greatly
reduciitg benefits. " In every country of the world, the unemploy-
ment_compensation:funds have been aided by the governmenta in
this depression period, with the exception of Germany and Italy
where ‘the benefit rates and the benefit periods have been cut down
80 ‘greatly that not very much remains of the:system except the
machinery. -In Germany at the present time with a 6-percent con-
tribution rate, the normal benefit period is only 6 weeks. In Italy,
I think, it is 2 weeks. e A R

Senator Couzens. How do you arrive at four as the figure included
in the bill? Is that an arbitrary number? - .. .0~ v

Mr. Wirre: Yes; it js an arbitrary number. < It is quite common
in workmen’s compensation acts, ' - fu ’

Senator Couzens. In other countries? .

Mr. Wirre. In other countries the numerical’ limitations do ot
exist. There is no foreign country that hab introduced  numerical
lithitations; they reach everybody. .In this country the numerical
limitation has been very common. It exista in all but ohe of our work«
men’s compensation:laws, and we deem it advisable at least at the
outset. Administrative lproblems bhecome very great when- you
sttempt -fo elimifiate all numerical limitations;. sThe numbet’ of
employers to be dealt with is enorniously increased whon-you include
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all of the small employers, without inereasing the number of employees
anywhere near the same proportion. The Census does not distinguish
between how many employers there are with four or more, but it
g’ves figures as to the number of employers who have more than five,
Sighty-five percent of all retail establishments employ five or less
employees, but they have only 25 percent of the total number of
emé)loyees in.the retail establishments,

enator Kina. About one-quarter you mean in retail, or the entire
number? . : :

Mr. Wirre. In the retsil industry. One-half of all the manufactur-
ing establishments in this country employ five or less employees, but
they have only 3.1 percent of the wage carners in manufacturing. It
is a question of balancing complete coverage sgainst the administra-
tive difficulties that develop. Qur thought has heen that there are
enough administrative, sctious administrative problems to be coped
with in the first years of such an act, without trying to include all
employers.

The CrairmaN. Have you given much thought to the proposition
that sgriculture should be excluded from this bill?

Mr. Wirre. Agriculture is quite customarily excluded from
workmen’s compensation acts. Our committee felt that agricul-
ture should not be excluded as an industry—that the large agricul-
tural operations should be covered; but that is a question of policy
for the Congress. Under workmen’s compensation acts, agriculture
and domestic service are generally excluded, regardless of the number
of employees. . .

Senator Kina. But this would not exclude domestic service where
the employer employed more than four? .
Mr. Wirte. The way the bill stands, Senator, it covers every
employer regardless of the industry, who employs four or more
persons. The exceptions are governmental units and industries for
which the Congress may by law establish special systems of unem-
ployment compensation. At this time we are thinking of the railroad
workers. The railroad workers are interested in presenting to you at a
later date a plan of unemployment compensation to cover that indus-

try especislly. L )

The CHairmaN. Excepting Secretary of Agriculture Wallace, he
was on this committes?

Mr. Wirre. Yes. . .

. The CHairMAN. Was there anybody else on the committee espe-
cially trained in_agriculture? . .

Mr. Wirre. Of the members of the committee, no sir.

The CuairmaN. That is what I mean. . S

Mr. Wirte, He represented the point of view of agriculture.

The CuairMaN. And it was his opinion that agriculture should be
included? - : S

Mr. Wirte. He signed the report with the rest of the members.

The CHamrumAN, Was there any discussion on that question?

Mr. Wirte. Oh, yes.

The CHAIRMAN. A great deal? Y

Mr.. Wirre. Yes, sir. | L )

The CrarrMaN. No vote was taken on it in the committee?

Mr. Wrrte. The committes was a committee of five members, and -
you take relatively few formal votes in & group of five members, as I
think you underftand. - -

118807—35——18
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The CuairmaN. How about the advisory committee? They took
several votes?

Mr. Wirre. They took informal votes. They never took recorded
votes, either.

The CrairMan. I understood from some witness—I do not know
whether it was you or not—that we put in the record these votes that
were cast by the different members of that committes on certain
questions, And this question of agriculture is liable to arise, and I
just wanted to get what the viewpoint of the committee was, of the
vlt;rioua cominittee members, or the advisory committee members on
that,

Mr. Wirte. The advisory committee had on it Mr. Tabor, the
master of the Grange. . .

The CrAtrMAN. Do you know what his position was?

Mr. Wirte. On this point?

The CrairMaN. Yes. . .

Mr. Wirre, Inever heard it discussed by him. The advisory coun-
cil as such paid very little attention to this question.

Senator King. They accepted the views of the committee?

Mr. WirTe. No; the procedure was that the committee did not
make up its report until after the advisory council had acted.

The CualrMAN. Go shead, Doctor.

Senator Couzens. When you arrived at 4, did you have to have
that as a continuous employment throughout the year, or can it be
2hatt ;me part of the year and 4 at another, or how did you arrive at
tha

Mr. Wirre. The bill provides that for purposes of the Federal tax,
the employer shall be under the act if during any 13 weeks of the year,
he employed 4 persons.

Senator Couzens. Thirteen weeks?

Mr. Witre. He must have had 13 weeks in which he employed 4
persons, not necessarily the same Persons, but from his pay rolls it
must appear that for one-quarter of the year at least, he had as many
as 4 employees. )

Senator CosTicaN. Does that imply 13 consecutive weeks?

Mr. Wirre. No sir; any 13 weeks of the year.

Senator Couzens. That is the calendar year?

Mr. Wirre. The calendar year is the basis of the tax, and tho basis
for determining the liability to this Federal tax.

This bill contemplates what the committee has called a *“cooperative
Federal-State’’ system. It contemplates that the unemployment com-

ensation laws shall be enacted by the States and administered by the

tates. The Federal Government participates to make it possible
for the States to act. The Democratic national platform was men-
tioned yesterday. The Democratic national platform of 1932 pledges
the Democratic Party to the enactment of unemployment-compensa-
tion and old-age-pension laws by the States. I think the program
here presented is in fulfillment of that pledge. The States cannot
act—experience has shown that ampli—the tates cannot act unless
the competitive disadvantage to which the employers within a given
State are subjected by having an unemployment compensation law
while neighboring States do not, is removed.

The CrairMaN, Do you think the spirit of that part of the plat-
form is carried out?

Mr. Wirre. Yes, sir.
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The CuairMAN. When the prescription is made from Washington
with reference to the character of legislation that must be passed by
the States, and with referencs to the character of people who must
be appointed to administer the law in that State?

Mr. Wirre. There is a minimum of control in this proposal. If
this meant, Senator, complete contro} from Washington, obviously,
it would not be a fulfillment of that pledge. )

The CHarrMAN. It means this, doesn’t it, that whatever is done
by the States must be approved by the administrator here who is
administering the law?

Mr. Wirre. Not in everything that is done, but the law must
conform to certain minimum standards and our committee has been
criticized severely for not having enough standards. )

The CualrMAN, That is one of the important questions that is
proposed by this legislation.

Mr. Witre. Yes, sir.

Senator Byrp. May I ask whether we are discussing old-age
pensions?

The CHairmaN, No; this is unemFloyment insurance. I notice
that positions in the administration of the unemployment compensa-
tion law in each case are filled by persons appointed on a nonpartisan
basis. That is one of the prescriptions, isn’t it?

Mr. Wirte. Yes, sir; that is in the bill.

The CHAIRMAN. In other words, on the theory that the State was
to admnister the law within that State; is that right?

Mr. Wirte. To that extent there is control employment of personnel
on a nonpartisan basis and selection on a merit system —that is the
requirement of the bill itself.

nator Byrp. Who makes the appointments?

Mr. Wirte. The State.

Senator Byrp. Subject to confirmation by the administrator?

Mr. Wirre. No, sir.

The CHAIRMAN. They must carry out that standard fully?

Mr. Wirre. Yes, sir.

The CrairmaN. They must be appointed on a nonpartisan basis?

Mr. Wirre. Yes, sir.

The CralrMAN. Who is to judge that nonpartisanship basis?

Senator Kina. The State.

The CHAIRMAN. The State; but it must receive the approval here,
is that right?

Mr. Wrrre. The administrative agency, in this case the social
insurance board, must pass upon the question whether the State law
conforms with the requirements that are laid down in the statute.

The CuairMaN. So if the law is passed the administrator, or the
social insurance board here, would have the right to look into the
character of the appointments in the States to administer the law in
the States?

Mr. Wirte. Perhaps, to some extent. That particular provision,
Senator, occurs in a portion of the bill which relates to the administra-
tive fund. This does not go into the question of the approval of the
whole law. It relates to the portion of the hill under which grants
are made to the States for administration costs.

The Cratrman. Doctor, the bill says that “no allotment shall be
made or installment paid to a State,”’ except on certain conditions and
requirements.
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Mr. Witre, Yes, sir.

* The Crarrman: That is one of the requirements?

Mr. Wirre. Yes, sir.

The CHAIRMAN (neading):

All positions in the administration of the unemployment compensation law of
such Stato are filled by persons appointed on a nonpartisah basls, and selected on
g;c;rl()’a.sis of merits under rules and regulations prescribed or approved by the

Your committee feels that that power should be granted?

Mr. Witte. The committee makes that recommendation.

Senator Byrp, What is the nonpartisan basis? Is it half Repub-
licans and half Democrats?

The CrairmMAN. You could not get such a board in my State,
Senator.

Mr. Wirte. I do not think it means that, Senator. There is no
such standard.

Senator Byrp. When wo spesk of nonpartisan boards in States we
sgeak of giving representation to different parties. It means then
that you would have so many Democrats, so many Republicans, so
many Socialists, so many Communists, so many Prohibitionists, and
the other parties on the board?

Mr. Wirte. That is not my understanding, Senator. I think the
civil service of the Federal Government meets this requirement.
Under the civil service law the number of civil service employees is
not determined on any such basis.

Senator Kina. You attempted, did you not, Doctor, in the drafting
of these provisions of the bill, to recognize the fact that the States
did have some rights?

Mr. Wirre. That is the essential purpose of it.

Senator Byrp. You recognize the rights of the States to start with,
gut .s';ou then give your board power to veto what the States have

one

Mr. Wirre, On this matter of the standards to be preseribed our
recommendations will be criticized, as they have already been criticized
before you, on the ground that the standards are too few, and they will
be criticized on the ground that the standacds are too many. What
standards shall be prescribed is, of course, a matter for the decision
of the Congress.

b Sedn;tor yRD. What would be your standard of a nonpartisan
oar

Mr. Wirre. There is no provision that the board shall be non-
partisan in the sense in which you described it. The provision is that
the employees shall be selected on a nonpartisan basis—substantially
& civil-service basis—such as you are familiar with in Federal adminis-
tration, and as now exists in a considerable number of States,

Senator Byrp. Are you going to put them under civil service?

Mr. Wirre. You cannot literally put all of them under civil service.
I the State has no civil-service law, the State might have some other
method of selecting people for these positions on the basis of merit.
If it has a formal civil-service law, the selections would be made in
accord with the provisions of such faw.

Senator Byrp. Supg)ose you have a Democratic State and they
were selected on merit, in other words, each individual selected was
fullB corapetent to perform the duties of that position and they were
all Dem.ocrats, would that be on a nonpartisan basis? :
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Mr. Wirte. Certainly.
Senator Byap. -Why do you not cut out the nonparusanshlp there
and put it on the basis of eﬁiclenoly ‘
Mr, Wirie. That, I think, would be entu~e1y agreeable
Senator Byrp. That would make it much clearer. When : you speak
of nonparusanshxp you call attention to the different political parties.
Senator QurrEY. Doctor, do you think there is such a thing as
non artisan board or a nonpartisan service?
Mr. Wrrre. I think so, yes. That is a matter of opinion. .
The CHainMaN, We are just trying to find out what i l? in the bill.
Senator Kina. Doctor, may I ask you-a question. It \ink probably
you may have covered it. Was the matter debated or considered by
the committee formulating this billag he question of whether the
business was intrastate or jnte¥fstate, whtsher there could he any
challenge to the consjsd 1onahty of the act if ey attempted to
enforce the provisiop#’relating to thls section of the D upon indus-
tries or employers g#hich were and who gge engaged solelv g intrastate
activities? .
Mr. WittE.
Senator Kiya. Yes .
Mr. Wirry That refs upon
not on the fower of reg
aware, Sen or, you tax empl

engag interstatg or int
nationsl §

administrafion of a§ une

of the Nr.tign

the plan we\s
Senator Ki\g. At any rate qu txon
e\ the constifgitionslity jof thl tlon?

Mr. Wirre. Ogrtainly. 9. Atto General

Senator CONNALL You gay it is dependent on thesfaxing power.
You mean we can do ahgthing so long as we levy

Mr. Wirre.: You have widg discretion
You are not confined to taxing tmy-
interstato.commerce.

Senator CoNNALLY. We do not have the power, of course to tax
if there is any other way to do it. Just because we can tax does not

necesserily mean that we can tax for anything that we want to tax.

Mr. Wirte. No, sir.

Senator Covzens. Do you not think the limitation oi four em loy-
ees is uncopstitutional, where you can exempt one employer ans not
exempt another employer?

» WizrE, The same lmnt.auon, Senato: r, opcurs in the wori:men 8
compensatlon acts. The decisions of this country have: uniformly
sustained that s a reasonable classification... -

Senator Coyzens. You.are relying on State consmuuons for timt
because the Federal Government_does not engage in workmen’s
compensation laws, so far as the States are, concerned, If.you are -
somg to exempt one cllaas of enfployers under this act how can you

efend your postth t mt this is an equal taxauon? .

he taxing power.
ries that are engaged in

Coe ,.:,.’ XD
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Mr. WitTe. I am hardly qualified to discuss that, Senator, but I
think you have ample precedents in your Federal taxation legislation
for taxation of limited groups. You are not required to tax everybod
if you have reasonable classifications. The question is whether this
is a reasonable classification. An exclusion from a tax law of a group
from whom you would collect less money than the cost of collection,
for instance, would be a reasonable classification, As I said, I am
hardly %uahﬁed to discuss that, but I think that the point can be
answered, ¢

. The Cuamrman. We make certain exemptions in the matter of
taxation.

Mr. Wirre. Certainly,

Senator Costiaan. Dr. Witte, if you have already answered this
question it is not necessary to repeat your reply. Have you indicated
how closely the committee was divided in its recommendation of the
unemployment program provided in this bill?

Mr, WirTe. At this point I think I ought to make very clear the
organization of the committee and its functioning. I would like to
answer that question quite fully, if I may.

Senator Costiaax. I should like to know also what program the
minority of the committee favored.

Mr. WirTe. The Committes on Economic Security was created by
an Executive order of June 29. That committee consisted ) the
Secretary of Labor, the Secretary of the Treasury, the Attorney
General, the Secretary of Agriculture, and the Federal Emergency
Relief Administrator. That committee made a unanimous report;
there was no minority report. That is the only committee that was
asked by the President to make any report. That committee made
& unanimous rerort‘, which was presented by the President to the
(,;longress, with his endorsement of the recommendations contained
there'n.

Senator CostigAN. There was a commitiee which reported to that
committee, was there not?

Mr. Wirte. There were various advisory groups. The first ad-
visory group provided for in the Executive order was the Technical
Board. Thisis a Board which worked with the committee throughout
in devising the recommendations on which this bill is based. The
Technical Board was constituted of 20 employees in the Government
service. That Board functioned largely through subcommittees.
We had a subcommittee on unem&loyment compensation, ¢he chair-
man of which was Dr. Alvin H. Hansen, of the State Department,
one of the outstanding authorities in this country on unemployment
compensation, who made an extended study of this subject in the
Stato of Minnesota before he entered the Federal service. Another
member was Dr. William M. Leiserson, perhaps the best known
authority on unemployment compensation in the entire country,
former chairman of the Ohio Unemployment Compensation Com-
mission; Thomas H. Eliot, the counsel of the Committee on Economic
Security; Dr. Jacob Viner, the assistant to the Secretary of the
Treasury, and Mr. Jensen of the Department of Commerce. Mem-
bers of the Technical Board will .testify before you as witnesses.
Tli)at Board joins this committee in gll its recommendations on this
subject.

We had another group brought in strictly in an advisory capacity—
the Advisory Council composed of 23 citizens. All these committees
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are listed in the appendix to the report of the committee, which has
been presented to the Congress. The Advisory Council was brought
in to give practical advice to the committee. It was not constituted
of sé)eglahsts but of laymen. It was brought in at the stage when the
staff, in cooperation with the Technical Board, had worked out tente-
tive proposals. The Advisory Council held meetings which extended
over a period of about a month. They came back to Washington
four times, and held meetings lasting usually for 2 or 3 days. A sub-
committee held other meetings in the interim. The Advisory Council
filed a report with the Cabinet committee, if I may so call the Com-
mittee on Economic Security., The advisorv council took informal
votes, no formal votes. A vote of 9 to 7 was reported in the news-
papers on the so-called “subsidy system” in connection with unem-
ployment compensation. This vote of the Advisory Council in some
manner reached the newspapers, although the meetings of the council
were all executive sessions. A ieading newspaper gave the names of
the nine members who are su%posed to have voted for the subsidy
system, but did not mention the seven stated to be opposed and did
not mention that six members were absent or did not vote. There
was no roll call vote, but there was a vote of 9 to 7 for the subsidy
system by a show of hands. That was not the final action of the
Advisory Council. The final action of the Advisory Council is given
in this report'that I would like to file with you.

The Cuamaax, Is it signed?

Mr. Wirre. It is not signed at all.

The CrairMAN. That represents the view of the majority of the
advisory council? ) .
Mr. Wirre. The Advisory Council’s report on many points, just
as on this point, is a statement of both positions, and a statement that
some members thought this way and some members thought that way.
Many of the members of the Advisory Council filed supplemental
statements. Our committee advised the members of the Advisory
Council that it desired their advice, that it did not desire a formal
report, that it would give consideration to the views of the individual
members of the council no less than to the views of any group, and the

council operated on that basis. .

The CrairMan. Now, Doctor, the report of the committee and the
recommendations of the committee have been put in the record?

Mr. Wirre. Yes, sir.

The CrairMAN. That is printed?
~ Mr. Wirte. Yes, sir.

The CriatrMaN. I am wondering whether this report, with the state-
ment of the positions of both sides of the Advisory éon\nllttee, has
been printed ] .

Mr. Wirre. It has not been printed. The Advisory Council made
a formal report, which is not signed, but presented a composite of the
views of all of the members. In addition, some of the individual
members of the council filed supplementai statements and wrote
letters to the committee; and some of them gave their advice orally.

The CuarrmaN. Have you those?

Mr. Wirte. The formal statements could be filed.

The CuammumaN. How about this report? |

Mr. Wirte. We will be glad to file this entire report.
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The Crairuan. I think it ought to be filed, because what the com-
mittee wants is every position on this proposition that it can get,.

‘Mr. Wirre. Certainly, if you desire it, we will fileit. We desire to
present everything to you that we have and that you may want.

(The document referred to is as follows:) .

REPORT OF THE ADVISORY COUNCIL TO THE COMMITTEE ON
ECONOMIC SECURITY, DECEMBER 18, 1934

Part I Unémplo ment Compensation.
11. Old-Age Security.
I11. Security for Children.
IV. Employmeunt and Relief.
V. Risks fo Economic S¢eurity Arising Out of I11 Health.

Members of the advisory council: Frank P. Grahain, chairman; Paul Kellogg,
vice chairman; Grace Abbott; George Berr¥; Mary Dewson; Marlon B. Folsom;}
William Green; Helen Hall; George M. Harrison; Joel D. Hunter; Momis E.
Leeds; Sam Iewisohn; Raymond Moley; Elizabeth 'Morrlssy; George H. Nordlin ;
Henry Ohl, Jr.; Right Reverend John A. Ryan; Paul Scharrenberg; Belle Sherwin;
Gerard Swope; Louis J. Taber; Walter C. Teagle; Gov. John G. Winant.

Part 1. UNEMPLOYMENT COMPENSATION

All members of the Advisory Council join with the President in holding that
legislation for unemployment compensation, on a3 nearly a Nation-wide basis as
possible, should be enacted this winter.

We support his statement to the National Conference on Economic Security
that ‘““unemployment insurance must be set up with the purpose of decreasing
rather than tncreasln% unemployment.”” While we believe that the States
should be permitted a large freedom in choosing the type of plan they establish,
we strongly recommend that the Committee on Economic Security, in consider-
ing Federal legislation, and that the States in considering State legislation, keep
in mind these two principal objectives:

(1) The plan should promote security by providing compensation for workers
who are laid off.

(2) The plan should serve as an incentive to employers to provide steady
work and to prevent unemployment.

We regard it as settled tha unemlployment compensation at this time should
be developed along Federal-State lines. In this cooperative undertaking the
Federal Government must assume the leadership. Tt should make it eazier for
the States to act by removing those disadvantages in interstate competition
which are always raised against purely State legislation that involves costs to
Industry. This knot should be cut by requiring industries in all States (whether
the States enact unemployment compensation laws or not) to make uniform
pay-roll contributions. The Federal government should enact a law prescribing
minimum standarde, and should actively assist the States Ir&pre%aring 1ecessary
State legislation and in getting their plans into operation. The Federal Govern-
ment should set up an administrative anthority, and as sufgesled by the President,
thould asstine responsibility for the safeguarding of all unemployment reserve
funde and ura theso funds to promote stabilization.

The States .or their part must assume responsibility for State administration.
Unemployment compensation benefits must necessarily Le locally administered
and no large bureaucracy in Washington need be created if this principle is
observed. Subject to necessary minimum standards prescribed in the Federal
law, wide latitude should be allowed the States to experiment with respect to
the particular form and {)rovislons of the unemployment compensation laws which
they may enact. Such laws should, however, be completely divorced from relief.

'he Advisory Council makes the following specific recommendations:
pe oéi‘tdera! legislation.~—The Council adopted a motion recommending:

{l A Federal pay-roll tax.

2) Anindependent act providing grants-in-aid tothe States for unemployment
compensation and employment stabilization, and similar grants-in-aid to industr,
and plant accounts, conforming to the provision sand standards of this Federal act.

The motion also recommended that the Federal law shall Include a stipulation
to the cffect that no State shall receive such grants until its State law providing
for unemployment compensation is in effect, together with any other feasible
provisions designed to stimulate prompt State action. '
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The majority favoring the Federal tax and Federal grants-intaid type of legis-
lation did so because they believed this type of legislation would have advantages:

() In dealing ona Nation-wide basis with situations which cross and trenscend
State houndaries,

(®) In establishing and maintainivg throughout this couniry the cssentid
minimum standards.

(¢) In reinoving all obstalces to bring the reserve funds into Federal control,

(d) In_that it would run less risk of unconstitutionality compared with the
Wagner-Lewis type of legislation when the latter is equally equipped with
provisions of minimum standards for the States.

(¢) In that Federal collection and Federal control of funds through the power
to allow or disallow grants, would be an important element in National control.

() In that it would lend itself more readily to developing a natronal system
should that become advisable.

The minority favoring the Wagner-Lewis type of law believes that it is a
general Federal-State measure, utilizing traditional Amcrican methods and local
machinery in the administration of labor laws, and has the following advantages:

(a) It permits experimentation by the States as to the type of S%nte law to be
adopted, waiting periods, the amount and duration of benefits, and as to other
matters in which experimentation is desirable.

(4) It secures uniformity where uniformity is essential, namely, the equalization
of competitive costs.

(¢) It permits the requirement of all essential uniform standards, such ag that
the money collected must be spent for unemployment benefits, the custody of the
funds, and others.

(d) It secures the advantages of Federal supervision with decentralization of
administration, and local responsibility.

(2) It avolds the hazards of an annual appropriation b{ Congress.

(f) It raiseg substantially the same constitutional questions as the subsidy type
of bill, but has the great merit that should it be held unconstitutional, the State
laws would be complete in themselves and would remain operative. -

(9) It will result in Federal and State legislation this winter, while 44 State
legislatures are meeting and there is strong public support, which is doubtful
under the subsidy plan, particularly if many detailed standards to which the
State laws must conform are inserted in the Fedcral act. .

All of the members recognized that each type of Federal law has distinct
merits, and wished their votes to be interpreted not as necessarily opposing
cither type of law, but as preferring one to the other.

Ty?es of State fatcs.—We recommend that States be permitted to adopt any
one of four types as follows:

(a) State-wido poolin;; of funds with or without adjustment of contribution
rates according to experience.

(b) Separate accounts for any employer or group of employers who may wish
to establish them, provided financial guarantees, in such manner as the State
administrative ageney may require, are given equal to 15 percent of their average
annual pay roll during the preceding five years or two years, whichever Is higher.
A pooled account for all other employers, with adjustnient of contribution rates
according to eaperfence.

{¢) Separate accounts for any employer or grouvp of employers who may wish
to establish them, provided contributions of not less than 1 percent of the pay roll
are made to the pooled account. All othierincomeisto be Yooled in such account.
Financial guarantees may be required for the amount which s to be kept in the
separate accounts.

{d) Separate accounts for all‘cmploiem (or groups of employers) provided con-
tributions of not less than 1 percent of the pay roll are made to a State fund.!

Interstate industrial and company accounts.—Interstate industrial and company
accounts which will be exempt from the requirements of State laws, except as
hereafter stated, and whi ch will be administered under rules and regulations to be
g‘mscribcd by the Federal administrative agency, should be authorized in the

'ederal act, subject to the following conditions:

(1) Only industries and employers who have a substantial number of employees
in each of two or more States, shall be permitted to establish interstate accounts.

(2) Interstate industrial and compan{ accounts must make a contribution of 1
percent on their pay roll to the pooled State accounts of States in which they oper-
ate having such accounts. '

1A motion to permit 8 Bfth ¢ rmittieg separate scocaots for all |‘m yers withoat efther guarane
tee ot eoncribuuga: to oy Smey P‘:l'vr was voted down. pe
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{3) Interstate industrial and company accounts must give as liberal benefits in
each State In which they operate as required by the law of that State.

(4) Interstate industrial and company accounts must have the approval of
each State in which the{ o;;erate.

(5) Interstate industrial and com}:any accounts may be set up only with the
approval of the Federal administrative authority.

einsurance (equalitation) fund.— While it is very desirable that there should
be a Federal reinsurance fund in order to give equivalent protection to unemployed
workers In all States and industries, the practical difficulties are such that the
Advisory Councll {s satisfied that it cannot be set up at this time. We recom.
mend, however, that the Federal administrative authority study this subject.
.

STANDARDS IN FEDERAL AND S8TATE LAWS

Coverage.—The Federal acts should apply to all employers who employ directly,
or indirectly through subcontractors not subject to the law, six or more employees
during any 13 weeks of the preceding year; excluding, however, employees not
engaged in the usual trade, business, profession, or occupation of the employer.
The States should be required to have at least as broad a coverage as that pre-
scribed in the Federal law, However, any employment for which a separate
system of unemployment compensation may be established b{ Federal law should
be excluded. Public employees of States, counties, and cities should be made
eligible to unemployment compensation on the same basis as the employees of

rivate employers. Only the first $50 of the salary or wage of employees covered
y the act is o be included in the computation of the Federal tax.

A broader coverage than that suggested is deemed desirable b{ the advisory
council, but practical considerations lead us to recommend that it be limited as
above outlined in inaugurating the system. We recommend, however, that the
Federal administrative authority study the problem of extending the coverage
to the employers of less than six employees. We recommend also that it work
out plans for unemployment compensation to the employees of the Federal
Govi'er?ment, especially those emp oyed directly on construction or other work
projects.

A. Types of unemployment benefited.—(1) Total loss of weekly wages caused
by lack of work, or partial loss of weekly wages caused by lack of work amounting
over a 4-week period to an average of more than 50 percent of the normal full-
time weekly earninga.

(2%1 Unemployment occurring in the regular work season of the year in trades
in which regularl{ recurrent periods of slackness occur (the uncompensated slack
pertods to be designated by the competent administrative afency).

B. Types of unemployment not beneﬁttd.—%l) Unemp!
directl, engaﬁed in trade disputes for duration of dispute.

(2; nemployment caused by discharge for proved misconduct.

3) Voluntary quit without reasonable cause may be uncompensated entirely
or for such period as the plan may designate.

4) Unemployment during which workmen’s compensatlon or other compulsory
cash benefits are received.

., Eligibility—1. Fulfillment of the following (1unlifying periods:

ia) Employment of not less than 40 weeks In 24 months preceding claim.

b) Emploi;meut not less than 10 weeks after maximum duration of benefits
in a 12-mont riod {3 drawn.

2. Registration at pubic-einployment office or other designated place and at
times stated.

3. Able to work and available for work.

4, Unable to find suitable employment. Suitable employment means em-
ployment for which the insured is reasonably fitted, and located within a reason-
able distance. No otherwise eligible employce shall be barred from or denied
compensation for refusing to accept new work under any of the following con-
ditions: (lLoIl the position offered is vacant due directly to a strike, lockout,
or other labor dispute; (2) if the wages, hours, and other conditions of the work
offered are subastantially less favorable to the employee than those prevaﬂing
for similar work in the locality; (3) if acceptance of such emplo¥ment woul
affect the applicant’s right to accept or refrain from accepting or retaining mem-
bership in or obsgervance of the rules of an oerganizathn of employees.

Contributions.—It was voted that the Federal tax law recommended should
impose a pay-roli tax of 2 pcrcent on employers who are subject to the act begin-
ning with the year 1936, but vith the proviso that if for the year 1035 the index
of production of the Federal Reserve Board shall be less than 90 percent of the

oyment of persons
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index for 1928, the rate of tax In the first {ear shall be 1 percent. (Before arriv-
ing at the rate of pay-roll tax suggested, the Council rejected a proposed rate of
5 percent and a pergé)owd rate of 4 percent by close votes, after which a rate of
3 percent was agr: on ?

The Advisory Council does not recommend that employee contributions be
provided in the Federal act. A number of members, however, belleve that
employee contributions should be required, since they would Increase the amount
of the period of benefits, and, even more important, they would make the
employees a part of the administration and more effective in its control. These
members believe further that employee contributions would cause the worker to
regard the plan as partly his own and not as something given to him as a gratuity,
and thus operate to prevent malingering and similar abuses.

On the other hand, a majority of the members of the Council were opposed to
the principle of employee contributions. They felt that compulsory employee
contributions are unjust, and while they are willing to leave this question up to
the States, ar¢ o posetf to any provisions for employee contributions in the
Federal law. In their opinlon, contributions pald by employers are, in the long
run, passed on to consumers, while contributions paid by the workers, who can
do nothing to reduce unemployment, cannot be so shifted. Those opposed to
employee contributions regard the cost of unemployment as a legitimate charge

. in the cost of production. These membersl, as well as others sympathetic to

the general principle of employee participation, felt that with a waiting period
of 4 weeks recommended in the Federal law, employees would be meeting a large
inittal ghare of the risk of broken work and‘, coupled with the 50-percent loss of
income throughout the benefit perlod, ghould not be further burdened.

Some members voting with the mafqrity took the posaition that while there are
no overwhelming logical reasons against employee contributlons there is a practical
icons.idemtlon in the fact that employee contributions will be necessary in old-age

nsurance.

The Advisory Council recommends that it be left optional with the States to
require contributions from employees. In the report of the committee and in
any model bill which {t may promulgate, it {s recommended that attention be
called to the fact that more adequate benefits can be pald if contributions are
increased, whether these Increased contributions come from employers, employees,
or the Government. A motion to Increase benefits by providing a contribution °
from the Federal Treasury itself was voted down by a large majorlt{.

Depository for funds.—The Advisory Council recommends that all reserve funds
should be deposited in the Federal Reserve banks under obligation that they be so
managed as to asalst stabilization of business and employment. We recommend
that the Federal Government should arrange so that the unused balances in the
unemployment reserve accounts shall receive interest at 3 percent.

Reﬁn s (credits) to employers who slabilize employment.—In States providin
for industry or gant accounts, under the subsidy t. of Federal law a relung
should be paid to employers who have such accounts, and whose reserves equal
to or exceed 15 percent of their total a.vera%e Kay roll durlng the precedinf 5

ears or the precedinq 2 years, whichever s the higher. In States having pooled

unds, with merit ratings, a slmilar refund should be allowed to employers who
become entitled to a low rate of contributions because of their favorable experi-
ence. Under a Wagner-Lewis type of Federal act, employers who under the sub-
sidy type of act would be entitled to a refund, should be allowed the same amount
as 8 credit against the Federal tax.

Benefits.—It 13 recommended that the standard benefits {n fnaugurating the
system be based on actuarial calculations for the period 1022 to 1930. This plan
PrO) is designed primarily for “normal times”, minor depressions, and the
early stages of a severe depression,

In the determination of the standard benefit, it is recommended that the
actuarial computations assume a waiting period of 4 weeks and a benefit rate of
50 percent of the average weekly earnings (or in the case of regular part-time
workers, average full-time earnings for that part of the week in which they are
usually employed with a maximum compensation) of $16 per week.

The length of the standard henefits should be based upon the ratio of 1 week
of benefit to 4 weeks of employment, with a maximum standard benefit of not less
than 14 weeks in any consecutive 12 months, except that 1 additional week of
benefit should be allowed for each 26 weeks of employment against which no
berefit was drawn during the 5 years preceding the filing of the ¢laim. This addi-
tional allowance would enable employees with long and continucus employment
to receive a maximum of 10 weeks’ benefit In excess of the maximum ailowed for
standard benefita.
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In view of the wide divergen¢e in the amount of unemployment in different
States and industrles, it 1s recommended that wido latitude be allowed to States
with regard to the rate of benefits, ininimum and maximum benefits, minimum
duration of bencfits, ratio of weeks of benefit to weeks of employment, and length
of the walting period. States should have frecdom to substitute their own benefit

rovisions for the standard benefit recommended, provided that they satisfy the

ederal sdministrative authority that there is a reasonablo prospect that they
will be ablg to maintaln payment of benefits on the basis preseribed in thelr law,
In no event, however, 1s a State law to be approved unless it has a waiting period
of not less than 2'nor moro than 4 weeks, and prescribes a rate of benefits of at
least 50 pereent of the average weekly earnings, and a maximum benefit of at
least $15 per week, A minimum rate of benefits should also be included in cach
State Iaw, sufficient to enable unemployed workers to maintain themselves and
thelr families during the period while they are drawing benefits without necessity
of resort to private or public charitg'.

ﬂ‘Acttlual payment of benefits is not to begin until 2 years after the act becomes
effective.

Probationary period.—It is recomended that the length of the probationary
period which emplos ees must satisfy before they can claim any unemployment lien-
efits I e left discretionary with the States. In the Federaltax bill noaccountshould
be tat en of the protationary period, the taxes to apply to employees during their
prot ationary period no less than thereafter. .

Irterdtate tranefer of employccs—The principle should te recognized that cm-
ployces who have unused tenefit credits should not lose those credits hecause
they change their employment from one State to another, but no entirely practical
{)lan to carel('f' out this principle has as yet Feen worked out. It is reccommended

hat the Federal adininistrative ageney be given authority to study this prohlem
and to promulgate rules for carrylng out the principle herein stated prior to the
time when Lenefits actually become payable.

Guaranteed employment.—Tt is recommended that the legislation to be enacted
shall permit plans for guaranteed employment to be set up within a State or on
an interstate basis subject to the following conditions:

(1) Lmployment for at least §5 percent of the maximum period of possible
work during any calendar year computed on the basis of 52 weeks work during
the vear for the standard hours per week worked in such plant or those permitted
under any Federal or State code applicable to such plant, whichever is the higher,
must Le guaranteed, and any employees who are not given an opportunity for
work equal to such guaranteed minimumn work period shall be entitled to recover
full }\('!a%cs for the part of the guaranteed employment for which work is not
provided.

(2) Guarantced employment plans are to be permitted only when the guar-
antee afplies to all employees of any company, plant, or separate departiment
(properly defined) of such company.

(3) Guaranteed emploi’ment plans may be cstablished only with the approval
of the State administrative a%ency, under such financlal guarantees as such
authorities may require, except in interstate accounts the approval of the Federal
euthority shall also be required.

{(4) Where approved plans for guaranteed emgtoyment have been put into
operation and their conditions fully complied with, emg‘lgem maintaining such
plans shall have returned to them, as a subsidy, the eral cxcise tax levied
against them.

ADMINISTRATION

State administrations.—The Federal law should require that States must
accept the provisions of the Wagner-Peyser Act and provide for the administra-
tion of unemployment compensation through the Federal-State employment
offices. It should be mandatory that all personnel connected with the adminis-
{ration of unemployment compensation be selected on a merit basis, under rules
and regulations to be prescribed by the Federal administrative agency. It
should be provided in the Federal act that State administrations must furnish
such statistics and reports to the Federal agency as it may require. The States
should be required further to provide that disputed claims shall bo heard and
decided in the first instance either by an impartial pald referec or by a local
committce consisting of an impartial ;;laid chairman and representatives of em-
g‘l:g'ers and employees, or in such other manner as may approved by the

eral administrative agency.
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We also recommend that the Federal act require the States to set up State
and local advisory councils, re{;zesentatlve of emplovers, ecmployees, aud the
public for State plans, the members to be chosen by the State agency; aud that
advisory councils, representative of employers end employccs, chosen in a
manner satlsfactorf' to the appropriate Government unemployment comp=znsa-
tion authority shall be set up for all other plans, State or Interstate. .

Federal administration.—We recommend that the national administration of
unemployment compensation be vested in the United States Department of
Labor, and that the responsibility for all quasi-judicial and policy decislous be
vested In a representative board, which is to have quasi-independent status, but
is to roake all its reports throug’é the Department of Labor. It is recommended
that this board consist of the Secretary of Labor, the Secrctary of Commerce,
and five members appointed by the President for terms of 5 years (which shall
initially be staggered so that the term of one member shall expire each year).

The Council further recommends that the chairman of the Board shall be
appointed by the President, rather than be ex officio, but recommends to the

resldent the appointment of the present Secretary of Labor as the first chairman.

No qualifications for inembership on this Board are suggested for the Federal
statute, but it is assumed that the President will have in mind that employers and
employees as well as the lfcl;lab“c should be represented on th.s Board. We recom-
mend that this Federal rd shall have the responsibility of passing upon State
laws and their administration and of certifying to the¢ Treasury their compliance
with the Federal act. It should have like responsililty in regard to intcrstate
accounts and all other matlers left by the act for the determination of the Federal
authority. The Board should be authorized to make studies of employment.
stabilization and other pertinent sub;ec(s, to publish the results of {ts studies, and
to otherwise promote rcgularit{ of work. The conduct of the employment
offices and the compilation of statistical and other information, however, is to
remain a direct function of the Department of Labor. The intent of this recom-
mendation is to make a separation between quasi-judicial and policy functions
on the one hand, and the direct work of administration on the other, leaving the
former to the new Board and the latter to the Department of Labor. .

Adminisiralive expenses.—We recommend that a percentage of the proceeds
of the Federal tax shall be retained for the expenses of the Federal and State”
Governments in the administration of the Unemgloyment Compensation Act,
and in sharing in the additional costs thrown on the Federal-State employment
services., The Federal authority should be authorized to set & maximum limit
upon the administration expenses of the State from the amount remitted by the

ederal Government.

National standards.—It is recommended that the standards, conditions, and
recommendations as to State lawg, as set forth herein, shall be included in the
Federal bill, regardless of the type of legislation adopted.

The majority of the council are of the opinion that the minimum standards
herein provided should be incorporated in the Federal law, but the council realizes
that as a matter of policy, in order to secure Federal and State legislation, the
Committee on Economic éecurity may find it advisable to omit or amend some
of these standards in the Federal act.

Assistance to Stales in the preparalion and passage of State legislation.—Since
the plan for unemployment compensation we recommend contemplates cooper-
ative Federal-State action, it s essential that the National Government should
actively interest itself in securing the enactment of the necessary State legislation.
To this end, we recommend that the Committee on Economic Security frame
model State bills incorporating the varlous types of legislation permitted, under
the Federal act, and be pregared upon requeat, to provide actuarial and expert
ass{stance in the drafting of bills for introduction in the several State legislatures.

Parr II. OLp-AcE SECURITY

Three separate but complementary measures for old-age security are recom-
mended: .

(1) .A Federal subsidy to the States toward meeting the cost of noncontribu-
tory old-age pensions under old-age assistance laws complying with the standard
prescribed in the Federal statute. o - C .ot

2) A Federal system of old-age insurance which will be compulsory for all
industrial workers who can be brought under its terms, .- .

A Federal system of voluntary old-age annuities for persons not covered
compulsorily. ’
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NONCONTRIBUTORY OLD-AGE PENSIONS

There are now 29 Statcs with old.age assistance laws, providing varyin
standards of aid to aged persons gran upon differing conditions. Many o
these laws are nonfunctioning; many of the others, through financial pressure,
have cut benefits below a proper minimum, and have long waiting lsts of needy

Teons; moreover, the financial limitations of many of the States and the
ndifference of others, indicate that State actlon alone cannot be relief upon to
provide either adequate or universal old-age assistance.

t is recommended: )

1. That thé Federal Government enter this situation by offering grants-in-aid
to the States and Territorles which provide old-age asslstance for their needy
aged under plans that are approved by the Federal authority, such plans to
include proposed administrative arrangements, estimated administrative costs,
and the method of selecting personnel.

2. That the grants-in-ald constitute one-half of the expenditures, ineluding
administrative expenses, for noaninstitutional old-age assistance made by any
State or Territory under a plan approved by this Federal authority, provided
that in computing the amount of said grants-in-aid, not more than $15 per
month shall be pald in Federal subsldy on account of assistance provided for any
aged persons in such State or Terrtto?', nor more than 5 percent of the total
assistance expenditures for administration.

3. A Btate or Territory should be permitted to impose qualifications upon the
granting of assistance to needy aged persons, but it should be stipulated in the
oonireseional statute providing for the grants-in-aid that no plan shall be approved
by the Federal administrative agency unless its old-age-assistance laws and its
administration measure "I,P to the fo owins standards:

(a) Is State-wide or Territory-wide, and if administered by subdivisions of
the State or Territory, Is mandatory upon such subdivisions.

b) Establishes or cfeeignates a State welfare authority which shall be reepon-
eible to the Federal Government for the administration of the plan in the State;
and which shall administer the plan locally through local welfare authorities.

¢) Grants to an{ claimant the right of agreal such State authority.

d% Provides that such State autliority shall make full and complete reports to
the Federal administrative ageney in accordance with rules and regulations to be
prescribed by the Federal administrative agencr.

(¢) Provides a minimum assistance grant which will provide a reasonable sub-
sistence compatible with decency and health, provided that in the event that the
claimant possesses income this minimum grant may be reduced by the amount
of such income.

Provides that an old person Is entitled to ald if he satisfies the following

ons:
Is & United States citizen.

2) Has resided in the State or Territory for 5 years or more, within the 10
years immediately preceding application for assistance.

3) Is not an inmate of an institution. .
4) Has an Income Inadequate to provide a reasonable subsistence compatible
with decency and health.

(56) Possesses no real or personal pro; 0{3, or possesses real or personal property
of a market value of not more than $ 3

(6) Is 70 years of age or older; provfded that after January 1, 1040, assistance
ellzélll not be denied to an otherwise qualified person after he Is 65 years of age or
older. .

(g) Provides that at least so much of the sum pald as assistancé to any aged
recipient as represents the share of the United States Government in such assist-
ance, shall be a lien on the estate of the aged recipient, which, upon his death,
shall be enforced by the State or territory, and the amount collected reported to
the Federal administrative agencf'.

4. The cost of the Federal subsidy to the Federal-State noncontributory old-age
g‘enslons will require annual appropriations from the Treasury. If, however, &

'ederal compulsory contributory old-age annuity echeme {s adopted, and the
fiscal position of the Government indicates finane| old-ﬁe asslstance grants by
borrowing, the reserves of the compulsory contributory old-age insurance scheme
mlﬁht be utilized for this purpose.  If such a borrowing polioy s adopted, formal
certificates of Indebtedness carrylng 3-percent interest should be fssued by the
Treasury to the Federal authority administering the compulsory contributory
old-age annuity schemae.

conditi
{1
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CONTRIBUTORY OLD-AGE INSURANCE

A Federal old-age-insurance system is recommended, to be instituted at the
earliest date possible, on the following plan: .

1. Scope.~—The act shall include on a compulsory basls all manual wage earners
and those nonmanual wage earners who are employed at a rate of not more than
$100 per week; provided, however, that no wage in excess of $50 per week shall be
counted for insurance purposes. Wage earners in agriculture, governmental
em2p101gment, and railroad service are not {ncluded on a compulsory basis.

, Taz on emp!;ym and employees.—A tax shall be levied on employers and
employees inoluded within the scope of the compulsory Provislona of the plan
equal to the following peteenta%ea of pay roll: 1 percent in the first 5 years the
system Is in effect; 2 percent in the second 5 years; 3 percent in the third 3 years;
4 percent In the fourth 5 years; and 5 percent thereafter. Taxes shall be ipaidl
on both pay roll and wgs%%a on hle assumption that the weekly wage of a single
worker does not exceed 5

It Is recommended that employers and employees each pay one-half of the

above percentages, with the employer responsible for the payment of the em-
ploylee's tax but entitled to deduct the same amount from the wages due the
employee.
3. gedeml coniridulions.—After a contingency ruvserve of reasonable propor-
tions has been accumulated (approximating one-fifth of the full reserve), the
Federal Government shall contribute annually an amount sufficlent to maintain
such a reserve. .

4, Benefits3—No annuitiea are to be paid until the system has been in operation
for b years nor to any worker who has not made 200 weekly contributions. = There-
after the following benefits are to be paid on retirement at age 65 or later to worker
(o) who entered insurance before atfaining age 60 and (b) on whose account at
least 200 joint weekly contributions have been pald, provided that contributions
made after reaching the age of 65 years shall not affect the amount of the annuity.

It is proposed to provide a larger relative annulty for lower-paid workers by
welghting more hea { the first $15 of weekly wage. In the following description
of benefils, however, the average percentage pald to all wage groups s used in
{ndicating the annuities payable In each year.

(a) A pension equal 15 percent of the average weekly contribution wage
(not counting that portion of average weekly contribution wage In excess of
weeklygato workers retiring in the sixth year the syatem is in operation. Pension
seroen es are to be Increased by 1 percent each year in the next 6 years and by

percent each year in the following 10 ¥eau. thus bdnginf the percentage to a
mazximum of 40 percent of the foint contributions 20 years afger the system comes
into operation. In no case shall the pension be less than the amount purchasable
by the worker’s own contributions.

(3) A death benefit to beneficlaries of insured workers who die prior to retire-
ment equal to worker’s own contributions accumulated with interest at 3 percent.

() A death benefit to beneficlaries of insured workers who die after retirement
ual to the accumulated value of the worker's own contributions at time of
retirement, less the ag%gate amount pald to the worker as a pension.

5. Administration.—While the collection of the funds and the contro} of the
administration will be natlonal, local agencies will ba used so far as possible §n the
operation of the system. The %:a.mn {es recommended would be impossible in
any but a straight national system, since the{ must be based on the actuarial
experience of the population as a whole. It Is contemplated that the old-age-
insurance reserve funds will be invested and managed by the Treasury (or the
Federal Reserve Board) on the same basis as the unemployment-insurance funds.
All other aspects of administration are to be vested in a Federal insurance author-
ity. It is recognized that the administration of an insurance plan for such a
number of persons is a large undertaking, and to Frevent duplication and to
reduce administrative costs it {s recommended that the same State and local
aaenc!ea handling unemployment insurance be utilized for this purpose. Other
Btate and local labor agencies will also have to cooperate in the administration.

1 This plan of benafits s oaly to entering the Insurance system during the first § years of It
bai
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VOLUNTARY OLD-AGE INSURANCE

In addition to the compulsory old-age insurance plan, it is proposed that there
be established, as a related but separate undertaking a voluntary system of
Government oid-age annuities, for restricted groups as indicated below. Under
such a plan, the Government would sell to individuals, on & cost basis, deferred
life annuities similar to those issued by commercial insurance companies; that
fs, in consideration of premiums paid at specified ages, the Government would
%uarantee the individual concerned a definite amount of income starting at, say,

5 and continuing throughout the lifetime of the annuitant.

‘The primary purpose of a plan of this character would be to offer persons not
included within the comgulsory insurance arrengeinent a systematio and safe
method of providing for their old age. The plan could also be used, however, by
insured persons as a means of supplementing the limited old-age income provided
under the compulsory plan.

Without attempting to outline in detail the terms under which Government
annuities should be sold, it is believed that a satisfactory and workable plan, based
on the following principles, could be developed without great difficuity:

1. The plan should be self-supporting, and premiums and benefits should be
kept in actuarial balance by any necessary revision of the rates indicated by
periodical examinations of the experience.

2. The terms of the plan should be kept as simple as practicable in interest of
the economio administration and to minimize misunderstanding on the part of
individuals utilizing these arrangements, This could be accomplished by limit-
ifng the types of annuity offered to two or three of the most important standard

orms. - .

3. In recognition of the fact that the plan would be intended primarily for the
same economic groups as those covered by compulsory annuities, the maximum
annui&{ payable to any individual under these arrangements should be limited
to $100 per month. The plan should be extended to persons of the lowest wage
groups who are able to build up only small annuities, by providing for tho accept-
ance of relatively small premiums (as little as $1 per month).

4. The pian should be managed by the insurance authority along with the
compulosry old-age insurance systein. .

No estimates have been made as to the amount of annuity reserves that would
be acoumulated under a plan such as that proposed above. It is believed, how-
ever, that the fiscal problems presented by such reserves would not be serious.

Judging by experience abroad, relatively few persons will voluntarily take out
such annuities, unless the government actively interests itself in promoting them.

PART 1iI. SECURITY FOR CHILDREN

In the last analysis, security for family life, insurance of an environment in
which the rights of children are safeguarded, is the principal objective in an eco-
nomie security program. All the measures which the Council have considered—
unemployment compensation, an employment and public assistance program,
adequate health measures, and even old-a%e pensions, which lift the burden of
the suppost of the aged from those of middle age whose resources are needed for
the care and education of their children—could be described as child-welfare
measures. But in addition to these general measures, certain special measures
aro necessary for the protection of children. Two groups of such measures to
be administered by the Children’s Bureau of the United States Department of
Labor were submitted to the Council with the endorsement of the S al Adt.sory
Committee on Child \Yelfare and in the case of the recommendatlons as to child
and maternal health, of the Special Advisory Committee on Publio Health, as
well as the Child Welfsre Committee. These measures which were considered
and approve« by the Council are, briefly, as follows:

1. Strengthening and expanding of mothers’ pensions and of State and local
services for the protection and care of homeless and neglected children and
children whose surroundings are such as gravely to impair their physical and social
development, through a program supported jointly by Federal grants-in-aid and
8tate and local appropriations. .

Mothers’ pensions, designed to bring security in their own homes and under
their mothers’ care to children who are deprived of a father’s support by death,
incapacity, etc., and for whom long-time care must be provided, are now author-
ized by legislation enacted in 45 States. Such pensions are, however, actually
granted b{ less than half the local units empowered to provide this form of
care, and In many of these the amounts of the grant are inadequate to safeguard
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the health and welfare of the children. Of the present annual expenditures of
approximately 837,200 700, local appropriations total $31,200,000, and State
appropriations amount to $6,000,000. In order to take care of those now on
waiting lists, poor relief, or emergency unemployment relief, and those for whom
existing grants are inadequate, State appropriations should be increased, and it
is estimated that approximately $25,000,000 a ycar for Federal grants-in-aid of
this program will be required for the first 2 years, rising to a possible $50,000,000
as the program develops. In this connection, it is noted that the Federal Govern-
ment, through the Federal Emergency Relief Administration, is now spendin
much more than $25,000,000 on families probably eligible for mothers’ aid.
Federal grants should be conditioned on the State laws ng made mandatory on
the local units and on ap};m\'ed plans which would insure minimum standards in
investigation, amount of grants, etc., and after June 30, 1937, State financial
participation, which might take the form of equalization grants to local units or
per capita grants as the individual States desired. An appropriation of 81,500,000
a year js approved for assistance to State welfare departments in promoting more
adequate care and protection of children and strengthening local public child-
welfare agencies.

A child and maternal health program involving Federal assistance to the
States, and through the States to local communitles, in the extension of inaternal
and child health service, especially in rural areas wasapproved.  Such a program,
it is understood by the Council, would include (a) education of parents and pro-
fessional groups in maternal and child care, and supervision of the health of ex-
pectant mothers, infants, preschoo), and gchool children and children leaving
school for work, (8) provision for a rural maternal nursing scrvice, (¢) demonstra-
tions of methods by which rural mothers may be given adequate maternal care,
and (d) provision for tmns!portatlon, hospitalization, and convalescent care of
crippled childrep, in areas of less than 100,000 population. This program should
be developed in the States under the leadership of the State departinents of health
or Sublic welfare, in elose cooperation with medical and public-welfare agencies
and groups, and other agencies, public and private, concerned with these problems.
The committee submitting ehls plan estimated tﬁat approximately $7,000,000 a
year will be required for this prograin, to be increased as the program develops.

Part IV. EMPLOYMENT AND RELIEP

The report of the Special Committeo of Lmployment and Relief Advisory to
the President’s Committce on Economic Security was referred to the Council for
consideration and after discussion by a subcommittee and the full Council, the
report was adopted in principle.

The main recommendations of the report which are herewith restated and
reaffirmed are:

1. GOYERNMENT EMPLOYMENT PROGRAM

1. All of those on relief who can be employed should be given work, To
ncconx?lish this end a governmental employment program is necessary,

2. Great care must be taken to avoid any governmental work program which
will nullify ite own %ﬂns by retarding recovery.

3. Programs can devised which will provide real work for large numbers of
tbie Xnemployed. In selecting projects the following things should be kept in
raind:

(a) The program should be varied so that workers of many different skills may
be emploved; it should be widely distributed geographically; it should be free as

ble from requirements which cause delaya and hinder ready adaptation to
hetnceztis of the uncinployed, such as insistence upon self-liquidation or work by
contract. -

(b) The Juresent program of public works and work-relief projects should be
studied and extended as far as possitle. Special attention should be given to
the processing of surplus products and production for use.

(¢) Continuous study should be given to the adopted or suggested programs of
other departments of the Federal, State, and loc governments. or example,
the committeo on medical care Is recommending the construction of 500 rural
hospitals and other sanitoria. Work (Frogmms relating to the bousing needs of
communities can be greatly developed and the rehousing of dependent familics
in slum areas to be torn down is a matter which should be studied.

4, Unleas work is separated from relief it loses most of its social values to the
worker. Therefore tho Government employment program should be divorced

116807—33%—-16 > ‘
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completely from relief, and should be set up separately from the public-assistance
program recommended in this regwon.

5. Candidates for emgloymen should be selected on the bas!s of their ability,
not their need, but as there probably wiil not be sufficlent Government work {o
‘g(i’ve employment to everyone not now employed, applicants should be required

show that they are dependent on their own earnings and that they have had
previous regular work experience.

6. The proper selection of these applicants, and their reabsorption into private
industry cannot be properly done unless the work of the United States Employ-
ment Office and the State employment offices is expanded and strengthened and
the personnel In many States improved.

7. There must be close and constant cooperation between all employment offi-
ces and the responsible authorities in governmental public-asaistance departments,

II. EDUCATIONAL PROGRAM FOR YOUTH

The committee believes that the security program should contaln special
educational ?mvlslona for those between the ages of 16 and 21. By utilizing the
educational facilities which the Nation provides, and strengthening them where
necessary, education could replace work as the element necessary for security for
that age group. In this way a million or mors competitors would be with-
drawn from the labor market.

I11. PUBLIC ASSISTANCE PRUGRAM

It is very important to retain the gains which have been made in the admin-
Istration of public assistance in the iast few years. The standards of service
are higher and relief more nearly reaches adequacy mainly becauge there has been
Federal financial aid to the States and supervision of their work. There has also
been State aid and supervision of the countles and townships. Thess gains can-
not be made permanent without the revision of all the so-called ‘‘poor laws” in
most of the Biates. Itis rarely thatsuch an opportunity comes to ckange a whole
group of antiquated and someiimes inhuman laws. To do that and to retain the
gootf in the present emergeney set-up, a plan is advocated for & Federal de?:rt-
ment or administration through which equalization funds would be administered
to the States. Thia would be a powerful influence in bullding up 8tate and local

encies which would be able in turn to do away with the e of the present
relief system. StrongState and local departments of public welfare, well organized
on a permanent rather than an emergency basis, should be encouraged as & means
of providing assistance according to the varying needs of families and individuals.
‘The best known methods are necescary to counteract the demoralization and
insecurity which result from the social hazards encountered. Such assistance
should be adequate, tlmely, certain, and well administered and the State and
local administrations devel ;gd on a permanent basis should be encouraged to

ve moat careful attention to the selection and training of qualified personnel.
t Is therefore recommended:

1. That there should be a permanent public welfare bureau, department, or
administration in the Federal Goveroment which should administer all Federal
public-assiatance funds and coordinate Federal, State, and local public-assistance
efforts; and in which should be focused the development of whatever relationship
should exist as between publio assistance and other measures of economio security,

2. That we recommend that the proposed Federal bureau or department of
}mblic welfare be given authority. to require a State to consolidate its welfare

unctions in one sa la!scto?' Spermanent epartment with apprggiiate local units
as a condition to the use of State and local machinery In the administration and
distribution of Federal funds, .

3. That the committee asks support for a unified welfare program, Federal,
State, and local. This should be a well-rounded program, unified administra-
tively as well as financlally, The committes belioves that Federal grants-in-aid
are urgently needed not only for unemployment compensation, but aleo for old-age
pensions, mothers afd, general home assistance, care of homeless children and
adults, and other parts of the proposed unified welfare program. ‘The committee
:lllso expm its ef that no hard and fast line can be drawn between any of

€20 CA e, . .

It will not be ﬁouible for the 8tate and local governments to assume full

natbility for those families whose needs would not be met by a work program
but the Federal Government should, through its proposed welfare administration
socure all possible cooperation from {heso subdivisions of government.
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ParT V. Risks 10 EcoNoMic Szcurity ArisiNg Our or IuL Heavtr

The Advisory Council wishes to give general endorsement to the proposals
of the stafl and its advisory medical, public-health, hospital, and dental com-
mittees relative to public health and medical care. Specifically the Council
888mves the proposal for annual Federal sppropriations of not fess than $10,-

,000 to the United States Bureau of Publio Health for the following purposes:

To the Public Health Service: (IL For nts-in-ald to countles and local
areas unable to finance adequate public-health programs with local and State
resources, to be allocated through State departments of health; (2) for direct ald
to States in the development of State health services and the training of per-
sonnel for State and local health work; (3) for additional ﬁrsonnel withinthe
Service for investigation of disease and of sanitary or administrative problems
which are of Interstate or national interest and for detailing pereonnel to other

'ederal bureaus and offices and to States and localities; and

‘The Council emphasizes the neoessitir for including In the economio security
program adequate measures for preventing the risks to economio security arising
out of {1l health, and believes that these foregoing proposals will contribute to
the development of a national health plan.

’{ti? Council also approves the three sets of proposals relative to medical care,
as follows:

1, Further use of Public Works Administration funds for the construction of
public-health and medical institutions such as tuberculosis sanatorla, mental-
disease hosi)itals, and health centers, where the need is shown to exist and funds
are available for maintenance. .

2. Use of Public Works Administration funds for the construction of general
hospitals in rural areas where such institutions are needed but where no hospitals
exist, with appropriations on a decreasing scale for their operation. A prelim.
inary survey shows that there are approximately 500 such areas.

Ma. “I*lxtenlulI&n of hospital care to persons on Federal Emergency Rellef Admin-
ration relief.

The Council wishes to ex]ireu its appreciation of the assistance being rendered
to the staff by the medical, hospital-, and dental-advisory committees in their
sh.:’dy of health insurance and of other measures for medical care which 1is stfll-
under way.

33%’1;110 supplemental statements submitted will be found on pp 324-

Senator Kina. Let me ask you one question, Were not some of
those individual oimions given without having before them all of the
testimony, all of the evidence, and all of the facts that were brought
before the Technical Board, the technical advisors and the committee
itself? In other words, would they have the entire picture before
(tll_lemtg(li 7just some particular point to which their attention had been

irec

Mr. Wirre. The answer is that the Advisory Council, of course
did not spend as much tiine on this as did the various committees of
the Technical Board. The Technical Board, under the President’s
order, assisted the committee in actually working out these problems.

Senator Kina, As I understand it, the advisory committes was
called together three or four times? ‘

Mr. Wirre. Yes. .

Senator Kiva. And their time, of course, was limited, as measured
bg' the large amount of time, the great amount of time devoted to
the matter by the technical advisors and by the comumittee proper.
Is it not a fact that their advice would be rather limited to some
particular phase rather than the entire picture and that they would
not have before them all of the evidence, all of the facts, and all of the
records that had been brought to the attention of the technical com-
mittee and the committee itself? ,

Mr. Wirre. ] think that is correct, although I want to say that the
Advisory Council members devoted a great deal of time and showed
a great deal of interest in this work. And while the Committee on



238 ECONOMIO SEQURITY AOT

Economic Security could not agree with all of them; because they
themselves werns divided, the committee profited by having the
views of all groups presented.

Senator CoNNALLY. When you speak of the ‘‘committes’ you mean
the Technical Committee?

Mr. Wirre. I mean the committee created bﬁ the President, that
is the Cabinet committee, which was asked by the President to make
recommendations to him.

Senator ConNaLLY, I know, but the real work was done by the
Technical Committee was it not?

Mr. Wirre. The technical work was done by the Technical Com-
mittee. Matters of policy were decided, as the order of the President
contemplated, by his Cabinet committee.

The theory on which the entire oxfanization was that all decisions
on questions of policy should be made by the elected representatives
of the people. In the first instance, the President of the United
States, advised by his Cabinet .ommittee, passed upon the policies
to bo laid before the Congress. The technical people were primarily
there to give technical advice, to assist in gathering the facts and work-
ing out the details. The A(fvisory Council was a lay group that the
Cabinet committee consulted to get the opinions and views of practical
men and women, many of whom had given some thought to these
f)roblems, but who were not technicians. The theory was that the

resident and his committee alone should make recommendations and
present them to your honorable bodies; and that you, the elected
resresentntives of tke people, should make the final decisions, The
Advisory Council and the Technical Board were both merely advisory
to the committee and were not expected to make independent reports.

Senator CoNNaLLY. Did the Cabinet committee agree?

Mr. Wirre. It is & unanimous report, Senator.

The CuaiRMAN. The independent opinion of this advisory board
would be helpful to the committee on certain facts. Of course, we
will give it such weight as it deserves. .

Mr. Witte. Certainly. Just to clear up this point of the so-called
“subsidy system’’—— .

Senator Byrp. Doctor, before you get into that I would like to
get clearly in my mind what you mean by four employees; whether
tllmy ar;a permanent employees or whether they are temporary em-
ployees

Mr. Wirte. I do not understand what you mean by the four
employees.

nator Byrp. You have got a provision here that affects only
those empli){vers who employ four employees. .

Senator Kina. Four or more.

Senator Byrp. Four or more. Does that mean four permanent
employees?

Mr. Witte. No. The langua% in the provision, as it stands,
Senator, is that employers are subject to this Federal tax, if, during
the taxable year, they employed four or more employees in any 13
weeks of that year.

‘Se};ator Byrp. They have all got to be omployed at the same
time

Mr. Wirte. Thirteen weeks of the year. The pay rolls of the
employer must show that thoe were four or more employees. in
13 weeks. They do not have to be the sams people; they do not have
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to be consecutive weeks. If,in 13 weeks, an employer em{gloyed four
or more employees he is liable to the tax for that year. You look at
his pay roll and if you find that for 13 weeks of the year he had four
people or more, then he is subject to the Federal tax.

he CHAIRMAN. Su;:iposo my wife had trouble with the cook and
had to fire her, and had to hire ono overy 2 weeks, and in the aggre-
gate of 13 weeks there were four persons employed to cook, would
I como under the provisions of the act?

Mr. WitTeE. As the bill stands, if you actually had four people at
one time in any 13 weeks of the year, you would be under the act.

Senator Byrp. Excuse me. I want to get this very clear. Take,
for instance, partnerships. Suppose a man employed 2 himeself,
and then had a partnership with somebody else and that partnership
employed 2 more men, would they be included?

Mr. WirTe. It would be the employees of the partnership. 1If the
partnership had four or more employees, it would be under the act.

Senator Byro, Each would be considered separately? .

Mr. Wirre. Certainly. The partnership is a separate business
unit. The partners are not employees, as you, of course, are aware.

In reference to this question of the subsidy system to clear up that
matter I want to read the resolution which the advisory council
finally adopted on this subject. I will not read the entire resolution
since you desire the entire report to be filed. The resolution ndopte(i
recites the position of the majority and the position of the minority,
and concludes:

All of the members recognize that each type of Federal law has distinet merits
and wish their votes to be interpreted not as necessarily opposing either type of .
law but as preferring one type to another.

That is the final action of the council, the only action that appearsin
the report of the council. The newspapers reported a division of 9 to
7, but there is nothing stated in the report about any such vote. That
was eliminated by later action of the council.

Senator ConnaLvry. Doctor, go ahead with the subsidy business.

Mr. WirTe. The “subsidy”, as the term is used, in the discussions
of the advisory council, is not the usual type of Federal subsidy.
It is a misnomer even to call it a subsidy. It relates not to a grant by
the Federal Government from general reventies to the States, but it
relates to the return of the taxes collected from a State from the 3-per-
cent tax in this bill to the State from which collected.

The difference between the so-called *““subsidy” system and the
system recommended in the bill is not very great. It relates merely
to the way in which you bring the moneys collected for unemploy-
ment compensation into the Federal Treasury. Under the plan as
suggested in the bill, if a State has an unemployment compensation
law it collects the money for unemployment-compensation purposes.
It is not & tax at all in tho State, it is called a contribution or a pre-
mium rate. This bill provides that money must be deposited by
the State in a special account to be held for the State in the Treasury
of the United States.

Senator CoxnaLLY. And the way you compel obedience to that, is
to withhold benefits unless they do comply with this law? ‘

Mr. Wirte. It is to withhold recognition of the law entitling the
employer to cred/it.
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The Craruan, If a State is pulting on a tax equal to the tax
imposed here, would you then put his tax on?

r. Witte. Yes. The employer gets credit for the amount he has
paid to the State.

The CuairMan. Would you continue the State tax and put this
tax on too? And credit the employer with it, or would you just let
the State continue to operate and put its own tax on?

Mr. Witre, It is the same situation, Senator, as under the Federal
estates taxs This device is not something that is untried or new in
Federal legislation.

Senator ConnaLLy, You are talking aboui the tax that is going
to build up the State fund, and then you will have in addition to
that the regular Federal tax,

Mr. Wirte. I would like to explain that.

Senator ConnarLvy, That is what I want you to do. |

Mr. Wirre, It is parallel to the situation you have with reference
to the Federal estate tax and the State inheritance taxes. You im-
pose a Federal estate tax under the law you now have in operation,
which has passed the test of the Supreme Court of the United States.
Since 1924, you provide that in payment of the Federal estate tax a
credit shall be allowed up to 80 percent of the Federal tax for amounts
paid to the States under their State inheritance-tax laws. Similarly
it is here proposed that & 3 percent tax be levied by the Federal
Government. A credit is to be allowed against that tax for payments
made under State unemployment compensation acts, and that credit
is to be up to 90 percent of the amount of the Federal tax. In any
event the Federal Government will collect at least 10 percent of the
tax which it imposes, If the State has no tax at all it will collect the
entire 3 percent. If the State collects a tax of only 1 percent, then
the Federal Government will collect the other 2 percent. It is a
E‘rovnsion which parallels directly the machmﬁ dyou have under the

ederal estate tax law, which, in the case of on v. Florida, was
held in the unanimous decision of the United States Supreme Court
to be within the constitutional powers of the Congress.
. Senator ConnNaLLy. Of course, it is designed to coerce the States
into coming in. )

Mr. Wirte. You can use that phrase if you want to.

Senator Connavrry. I will change that to “induce’.

Mr. Wirre. The primary motive is little different from that.
The primary motive is to make it possible for the States to act. Bills
for unemployment compensation legislation have been introduced
in the leadi F industrial States of this Union in practically every ses-
sion of the legislature since 1921. I think that is literally true in
States like Massachusetts and New York. While it is not literally
true in every State, there have been unemployment compensation
bills in substantially all States since 1920, particularly since the

resent depression set in. Only one State has so far enacted such a
aw. The reason why the other States have not acted is that unem-
ployment compensation involves a very heavy' charge upon the
employers, and no State can act—as a practical matter, very few
States will act—so long as the Federal Government does not remove
the disadvantage to which employers in such a State are under in
interstate competition. That 1s the essential reason why the State
bas to enter the picture. If you really wish to have unemployment
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compensation laws through State legislation, as was pledged in the
Democratio platform of 1932, the Federal Government must par-
ticipate in some such way as we here suggest, )

Senator ConNALLY, In other words, one State is not going to pass
the law because it will put it under a handicap with respect to other
States, and therefore, in order to make this thing effective, the Federal
Government comes in and does impose conditions which make it of
advantage to the States to come in

Mr. Wirre. Certainly.

Senator CoNNALLY. hether you use the word ‘“induce’” or
“coerce” the result is the same. The State says, ‘Well, we are
going to pay the 3 percent tax anyway, or the Government is going
to take it away from us, so we will pass it oursclves.” That 18 the
philosophy of the bill? . .

Mr. Wirre. The philosophy of the bill is to make it possible for
the States to act, .

Senator ConnaLLY. I am not in disaﬁreement with you. I am
trying to get a full understanding of the bill.

The Caainman. Did the Republican Party, in its platform give
an expression on that proposition?

Mr. WirTr. Not direct J' :

Senator ConnaLLy, Did it do anything about it? )

Mr. Wirre. The National Committee of the Republican Party,
in a statement idsued in June 1934 which I will be glad to put in the
record issued a statement pledging the party to the enactment of
social-insurunce legislation along lines in accord with traditional
American policies. ~ T interpret that to inean an endorsemcnt—not
necessarily this program—but an cndorsement of the essential ideas
here presented. . .

The Cuairman. I did not catch who it was that issued that state-
ment.

Mr. Wirre. The Republican National Committes, in a public
ets.tement_imor to the lest congressional campaign, in June 1934,
which I will be glad to put in the record. = |

The CuairMaN. I do not think anybody is going to question your
statement. It does not add anything to it. . .

Senator LA ForLrerre, Is it not a fact, Dr, Witte, that one of th
chief objections at the time when the Wisconsin act was under con-
sideration, upon the part of employers, was that it would place them
at an economic disadvantage with all of the States in contiguous
temtorg who are manufacturing similar commodities?

Mr, Wirre. Not only in Wisconsin, but that same argument has
defeated unemployment compensation bills in every State of the
Union, I think 11 commissions prior to this yesr, State commis-
sions, interim legislative commissions, reported in favor of unemploy-
ment compensation. In the legislative sessions of 1933, one house of
the legislatures of seven States passed an unemployment compensa-
tion bill, only to see it defeated in the other house. Unless you re-
move that great obstacle to State action you cannot or are not likely
to have unemployment compensation laws slong State lines.

Senator Kina. Doctor, you mentioned the act of the British
Parliament with respect to unemployment insurance. Did that plan
work satisfactorily?

’
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Mr. Wirte. It all depends, Senator, on what you mean by “satis-
factorily.”

Senator Kina. Were the benefits derived from it so great that the
peggle %enerally accepted it, at least as a step in the right direction?

r. Wrirte. Unemployment compensation is thoroughly estab-
lished in Great Britain. It has survived numerous changes of
governments. As man-made institutions go, and a new institution,
1t has been successful. Every country in the world that enacted an
unemployntent compensation law still has such a law with the excep-
tion of Russia. Russia enacted an unemployment compensation law
but no longer pays any benefits, but it is the only country in the world
that has done that.

The CuarMan. Have any States tried it?

Mr. Wirre. Thero is only one State that enacted a law.

The CuairMaN. That is Wisconsin?

Mr. Witre. Yes. Contributions became payable under the Wis-
consin law on July 1, 1934. Denefits are not yet payable. You
have had really no test to date, except that the Wisconsin law has
Rroven reasonably satisfactory to the employers. The employers

ave not even taken the act to the courts.

The CHAlrMAN. How do you raise the money in Wisconsin?

Mr. Wirre. Through a Z-Percent-comribution rale on employers.
In the States the term ““tax’’ is not used, it is a ““contribution.”

The CHairMAN, Is it on the pay roll?

Mr. Wirre. Yes, sir.

The Cuatsman. And the employee pays nothing for that?

Mr. Wirre. Not in Wisconsin. Some bills in other States have
prod)osed employee contribution. The bill, for instance, in the State
of Olio, proposed by the commission of which Dr. Leiserson, a mem-
ber of our Technical Board, was chairman, recommended employee
contributions. As this bill stands the States can put in employee
contributions if they so desire.

The CrainmMaN, Well, you say the manufacturers and ths em-
ployers generally in Wisconsin approved the law, or they have sub-
mitted to the law.

* Mr. Wirte. Their opposition is certeinly not very vociferous at
this time.

Senator LA Forrerte. It is felt today that they have cooperated,
isn’t it, Doctor?

Mr. Wirre. Certainly, they have cooperated.

The CramrmaN. When was that bill passed?

Mr. Wirte. In 1932; in a special session of 1932, and it became
effective July 1, 1934. )

Senator King. So there has not been an opportunity to test the
efficacy of it?

Mr. Wirte. No. The rate of contributions is 2 percent. A State
putting in a law, with neighboring States having no law at all, would,
obviously have to start with a system of very low benefits and very
low contributions. It could not do othieraise. It is remarkable that
even one State was willing to try it alone.

The point I am making and that our committee has in mind is that
you cannot have unemployment-compensation laws by the Statcs
unless the Federal Government will remove the disadvantage that
a State is under through enacting such a law.
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Senator Kina. Doctor, I suppose your committee recognized the
fact that a dual form of government such as we have here presents
difficulties over those which would be realized in a unitary form of
government, for instunce in Great Britain and particularly in Germany
now, where the States have all been destroyed, where you have a
concentrated authority, and the same in Italy, it would be more easy
to put into operation the unemployment insurance tax and the benefit
in those countries than it would in a country such as ours, a broad
country such as ours, with a dual form of government?

Mr. Wirte. Certamly. We have the problem of enacting laws
through the States. That is the traditional American method of
denling with labor problems and it does present difficulties, but it
probably also, Senator, has advantages, If you were to attempt to
write a national law at this stage I think you would find, as have all
of these groups, Ereat difficulties in reaching an agreement upon all
essential points that should go into such a law. L.

I call your attention to this one illustration: Mr.Green, in his testi-
mony the other dng{, urgied that the Federal Government should insert
as a standard in this bl that there should be no employee contribu-
tions. Of ithe members of the advisory council who took the same
position as he did on this question of subsidy only one member voted
with Mr. Green against employee contributions. All desired more
standards, but they were not in agreement what these standards
should be.

In leaving this matter of employee contributions to the States, some
States will provide for it and others will not. In the State of Ohio
labor is on record for employee contributions. In the State of Wis-.
consin labor opposed it. In the State of New York labor is now
opposing employee contributions. That illustrates the difficulties of
having many specific standards in the Federal bill.

The Cua1rMAN. I suppose the members of this committee realize
the many difficulties that even we have got to solve in this problem.

Mr. Wirre. Certuinlts;.

Senator ConnaLLy. Doctor, you favor the employece contributions?

Mr. Witte. Personally?

Senator ConxaLLy. Yes.

Mr. Wrrre. Our committee, and I am representing the committee,
leaves that up to the States. My personal conviction is that employees
should not be asked to contribute.

Senator ConNNALLY. They should not contribute?

Mr. Wirre. That is my personal conviction. I think that you
would get & better systemifiou did not ask for employee contributions.

Senator ConNaLry. If they did not contribute anything there
would be a lot of chiseling. If they do contribute each workman
would be sort of prompted to see that no one gets on that is not
entitled to be on. Is there anything to that proposition? I have
heard that, at least.

Mr. Witre. That is an argument that is made on one side. On
the other, there is the argument that when a man has contributed,
no matter how small the contribution is, he will think that he ought
to get something out of it. It might increase chiseling. On all
such questions we are now debating in the abstract, we do not know
what will be th’e actual result. We do not know whether employee
contributions will work better than a system of not having employes
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contributions. _Until we have actual experience, we are just express-
ing opinions. You may he right and I may be right. ' It is a question
of mere opinion. .

The CuarMAN. Have you any examples or illustrations to offer
of some of the large institutions, or just ordinary institutions, as to
what the amount of their pay roll is and what this 3 percent would
amount to in & year?

Mr. Wirre. I gave you the figures, Senator, for the entire country.

The Cai1rMAN. You have put those figures in the record already?

Mr, Wirre. Yes. In alarge institution, of course, it would depend
upon how large their pay roll is, . .o

The CrA1RMAN. Let us take some particular institution. Let us
take, for instance, General Motors. at is the pay roll of General
Motors? .

.Mr. Wirte. I haven’t very good figures on GQeneral Motors. I
presume General Motors has somewhere around 100,000 employees at
this time, and their pay would average better than a thousand dollars
per employee. Figuring a thousand dollars per employee, a 3-percent
tax would amount annually to $3,000,000.

Senator GErrY. Doctor, do you take into account the highly paid
executives who are on the pay roll?

Mr, Wirre. Yes, sir; we take the whole pay roll.

Senator ConnavLy, I asked that question the other day. I got
the idea from Miss Perkins that you exempted the executives. I
asked why you exempted the executives.

Mr. Wirte. Notin unemployment compensation.

Senator La ForLLerTE. That is on old-age benefits.

The CrarmaN. That is on old-age benefits; $260 is the limit in
that case, isn’t it?

Mr. Wirre. Yes. .

The CHavMAN. Just give us the reasons why the same rule was not
applied on unemployment insurance as was applied on old-age
pensions?

Mr. Wirte, In the first place it is the question of administration,
the ease of administration. The Federal tax will be computed on the
whole pay roll, there will not be any necessity for examining the pay
roll in detail to see which employees are to be excluded and which are
to beincluded. The State can exclude them if they wish. From the
point of view of collecting the Federal tax it is certainly easier to take
the whole pay roll.

The CuairMaN. You state that the State might exclude them if
they wish? :

Mr. Wirte. The State law may be higher than 3 per cent.

‘The CuHairMaN. Yes.

Mr. Witre. And so the employer might be entitled to his entire
fredit, even if the top executives were not included under the State

aw.

The CuairMAN. The committee gave consideration to all those

propositions? .
ngs Wirre. Yes, sir.

Senator GErRrY. If the State exempted them then they would really
do sctuary work that would bother the Federal Government?

N{lr. Wirte. Certainly. The States are going to collect the tax
anyhow.
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Senator Gerry. Is it going to bother the Federal Government—I
mean as an actuary proposition? . .

Mr. Witre. The Federal Government will always hsve to check in
each case, will have to have a report from the employer to determine
what tax is due, and the employer will have to present receipts from
the State, just as he does under the Federal estate tax law; he must
produce receipts showing the actual payments.

Senator GERRY. If that has already been worked out for the States
it does not seem like such a difficult proposition, does it?

Mr. Wirr, It has not been worked out. The States havn't the
laws now, Senator. s

Senator Gerry. Iunderstand that. I was thinking of the future. I
was trying to get the point of view of the Government, that is all.

Mr. WirTe. Yes, sir. The other point is that unemployme t is
such a great problem that we feel if you place the tax on the whole
pay roll you will get a little additional money. We are quite frank
In that. We need the money to pay reasonable compensation. We
very frankly recognize that the benefits you cen pay will depend
upon how much money you have collected.

.Senator Gerry. In other words, if you add all that in you get a
hl%her tax, and_that is really the basis of why you do it?
Ar. Wirre. Yes, sir; and it is easier of administration.

The CuarMaN. The question was asked you I think by Senator
Connally as to how much the Government would lose in revenue by
virtue of this tax, which of course would be calculated by the institu-
tion paying the tax as a credit when they get ready to pay their cor-
poration tax, or what not. You haven’t any figures on that? .

Mr. WirTe. You mean the cost?

The CHAIRMAN. Yes. Take the illustration that you offered of
General Motors, for instance. If this tax amounts to $3,000,000 a
ﬁear that would naturally reduce the corporation tax that they would

ave to pay.

Mr. Wrrte. It does to a slight extent.

The CHamrMaN. $3,000,000 is not very small.

Mr. Witre. Yes; but this is a certain percent of that.

Senator CoNnNaLLY. It would reduce it 14 percent of 3 million.

Mr. Wirre, Fourteen percent of $3,000,000. That assumes too,
Sendtor, that the General Motors Co. does not have any expenditures
because of irregularity in employment. It might actually not mean
an% loss of revenue, )

he Crairuan. I think the committes ought to have some facts:
on that, because we are charged with raising enough revenue to run
this Government, and if that is going to cut into our revenues a little
bit we ought to know it, because we may have to raise more money
than we would anticipate just on the face of this bill.

Mr. Wirte. The total collections, Senator, figured on the 1933
business, would have been slightly over one-half billion dollars, and
on the basis of the most grosperous year you ever had, $1,000,000,000,
and not all of that would be deductible cost.

Senator GErRRY. ‘What would the total collections on the insurance
and old-age pensions on the same figures that you gave as a basis be?

Mr, WirTe. The old-age pensions starting at 1 percent in 1937, at
the outset will be approximately, on a 1020 pay roll, about
$300,000,000, 7
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The CuairuaN. Dr. Witte, because you are in close touch with this
committee which has the Secretary of the Treasury on it, I wish you
would speak to the representative of the Treasury, because the com-
mittee would want to know something with reference to the financial
end of this %hase of the question before we closo our hearings, so they
can study the problem.

Mr. Wirte. Those general figures will give you the outside limits
of what this might mean in a reduction of income taxes.

Senator ConNALLY. Dr. Witte, your idea is that this bill pro-
vides the Federal authorities would fix & minimum of payment in
the States? _ .

Mr. Wirte. No. We leave that to the States.

Senator ConnaLLy. I thought you said the other day it would be
up to the Administrator to determine what the requirements were for
a decent living?

Senator Byrp. That was in the old-age pensions.

Senator ConNnNaLLy. It requires that in the old-age pensions,
doesn’t it?

Mr. WirTe. If he should determine, as I think the discussion we
had the other day brought out, if he should determine that the State
was not living up to the requirements of the law, which is that the
State shall pay a decent minimum for subsistence, then he can stor
the payment. He cannot prescribe by rule how much the States shall
pa.gé but he can stop the payments.

nator Byrp. That has exactly the same effect.

Senator ConNaLLY. That is what I am getting at. In some States,
on account of living conditions, and all that, they might feel like that
they would not want to pay more than $5 or $10 for old-age pensions.
Under this bill if the States do not pay more than that, it would not
get anything?

Mr. Wirte. That is not my interpretation, Senator. The Federal
Emergency Relief Administrator is charged with the administration
of this law.

Senator ConnaLLy. That is what I am talking about. He is
given the power to step in, if he wants to, and say, ‘‘Here you are
not 1paying enough down there. We will not give you anything.”

Mr. Wirre. Theoretically, he can.

Senator ConnarLy. I am not talking about theories; I am talking
about actual facts.

Senator Byrp. That is written right in the bill.

Senator CoNnaLLy. The point 1 make is that $5 or 810 a month
is not all that we would like to give, but if the State cannot give
more why shoutd not the Federal Government give a similar amount,
to match the amount that the State gives? I am not in favor of

giving the administrator here that kind of power.

- Senator Byrp. Senator Wagner testified the minimum was $40 &
month, and Mr. Green asked for $50 a month. What is your personal
opinion as to the amount that is necessary to set up the standard of
decent living and health? )

Mr. Wirre. That varies with the conditions.

Senator Byrp. Just take tho lowest possiblo amount that you
think is nccessar{ to set up n standard of decent living and health.

Mr. Wirre. 1 have no way of estimating that. I call your atten-
tion to the fact that under the Federal Emergency Relief system that
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we now have in this country, while the average for the country is $23
the same Administrator that you are dealing with has authorized an
has approved grants which, in certain States, average only $10,
whereas in other States they average in excess of $30.

Senator Bysp. Is not this true that some administrators have set
up a standard for labor of 45 cents an hour when the average in those
particular localities was sometimes 15 cents an hour?

Mr. Wirre. Hero the State will determine, and the administrator’s
position will be that of saying that the State 1s not meeting the stand-
ard, if that be the case. It is not contemplated that he shall issue
ordors saying that $50 or $40 is the standard.

Senator Byrp. He has the rith to do it under the law.

Mr. Wirte. Only by withholding payments.

Senator ConNaLLy. Certainly.

Mr. Witre. He could announce such a policy but he cannot issue
such an order legallr}y.

Senator Byrp. He can withhold all Federal aid.

Senator ConNaLLy. Doctor, some fellow might have some little in-
come, he might have a house, and he might not need as much as the
follow that does not have the house. .

Mr. Wirte. That is the theory of old-age pensions.

The CuairMAN. You leave it to the State.

Senator CoxNALLY. No, you do not leave it to the States. You
say the dictator here can fix the amount that the State ought to
contribute.

Senator Byrp. He is talking my language now.

Senator ConNaLLY, I am in sympathy with the legislation but I.
want something that is sensible and that will do the work.

Mr. Wirre. I suggest, Senator, that is & matter of policy for the
Congress to determine.

Senator ConnaLLy. I am very much obliged toyou ior that sugges-
tion, .

Mr. Wirte. You can adopt three courses of action. You can
have no standard at all, if you desire to have that sort of a law, or
you can write a definite standard into the law. Our ccmmittes felt
that, all matters taken into consideration, the greatly varying con-
ditions that you referred to and the very obvious differences in the
needs of people that I have stressed in my testimony, that the course
which would be the most satisfactory, and which would avoid the
difficulties of trying to write a uniform standard for the whole coun-
try which would lead you into 340 or $50 or something of that sort
is to leave the matter to the States, with merely the discretionary

wer vested in some official—not necessarily the Federal Emergency

elief Administrator if you desire some other official—to deter-
"o whether a State, in ylew of its own conditions, is paying a reason-
abi. subsistence, That is a power such as {ou have in the highway
grants under which, if the conditions of the law are not met, the
payments will be stopped. .
nator CoNNALLY. You say, “Leave it to the States.” Why
should we leave it to the States it you give the Administrator power to
determine what is a reasonable subsistence? ‘
- Mr. Wirre. The Administrator's power is only to stop payment.

Senator ConnaLLy. Certainly it is to stoli) payment. You might

choke & man to”death, but he is just as dead as if you shot him.,
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The CralrMAN. If we wrote a provision into the law which said
that each State can pass its own rates for old-age pensions for people
over 65 years of age, that they shall have the power to enact into law
any amount they desire for old-age pensions, that the Federal Gov-
ernment, would pay up to $15 but we will match any amount that the
State paid under the $15, and up to the $15, would that besatisfactory?

Mr., Wirre. Thatis the first alternative squeation Thave discussed.

The CuarrMaN. That would leave it entirely to the States and that
would insure each State that if it did pass a law and it was appro-
printing & certain amount the Federal Government would match it
up to a certain amount. It could go higher if it wanted to. -

Senator Byxp. Do you approve of that, Doctor?

Mr. Wirre. As Istated, the policy represented in the bill, in which
you have a flexible standard instead of attempting to say, $30, $40,
$50, or $200, is the method that will be found to best meet the vary-
ing conditions all over the country.

'lie CHAIRMAN. That is better than the present method, isn’t it?

Mr. Wirre. Certainly.

Senator Byrp, Let me understand now. Are you willing to amend
the bill so the Federal Government will contribute an amount equal
to the amount which is contributed by the State, regardless of how
small that amount will be?

Mr. WirTe. The power of amendment is in the Congress.

Senator Byrp. This is Federal legislation. Are you willing to agree
that that is a good amendment?

Mr. Wirre, I have outlined the tnree alternative policies. My
personal conviction is that the suggestion made by the committee is
the one that should be adopted.

Senator Byrp. What suggestion has the committes made? In
other words, you favor the bill as it stands, without making any
changes, which gives the power to the Federal Administrator to with-
draw the appropriation from any State that does not set up a standard
of living that the Administratoc thinks it should have?

Mr. Wirre. Thatis a possibility, 1 will grant you, but the standard
is the flexible standard of whatever is necessary for reasonable sub-
sistence, under the conditions that the aged person lives under.

Senator Byrp. What 1 am %e‘etting at, Doctor, do you favor the
proposition that the Federal Relief Administrator determine that
standard, or do you favor the proposition that the States determine
that standard? ’

Mr. Wirre. That the States determine that standard.

Senator Byrp. Then the Federal Administrator has the right to
disagree with the State and withdraw the Federal appropriation. Do
you favor that? .

Mr. Witte. 1 support the bill; yes, sir.

Senator Byrp. That is what 1 am getting at. .

Mr. Wirte. 1t is a question of policy, whether you wish to do that.

‘The CHAIRMAN. 1f you can do that you would rather have the
other plan? N .

Mr. WirTE. 1 have outlined the three possibilities, all of which are
reasonable solutions of this problem.

The Crairman. You are very fair about it. , .

Senator ConNALLY. Doctor, you believe in g“::ﬁf the State com
plete freedom to fix this matter of rates, just so it will fix it in a way to
please the Federal Administrator?
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Mr. Wirre. No, sir.

Senator ConnaLLy, I am not trying to be facetions, but I want to
ask you this: Of course, this country is a big couatry and there are
a lot of different kinds of people in it; there are a lot of different
kinds of climate, soil, and other conditions that people live uader.
If a State in a certain section of the country only raised $10 a month
and the Federal Government gave $10 a month, that would be $20.
I know thousands of old couples that probably have a little home in
the country or the town and that is just the margin that pays them,
that is just enough to put them over the fence. You ought net to
judge that kind of benefit by the fellow that lives in some big city
that has to pay rent, car fare, taxi fare, and go to the picture shows,
aud all that sort of thing. :

Mr. Wirre. My testimony has becn, Senator, that the whole
matter of old-agze pensions varies with the conditions under which
the old persons live.

Senator ConyaLLy. The part I am getting at, who is better able
to determine that? The people that are down in the State where
the old couple lives or some Federal administrator that has never
been in that State, perhaps, and does not know anything about the
living conditions? = Who is better to say how much help they need?

Mr. Wirre. The theory of the bill is that the State will determine
it in the first instance and that the administrator will interfere, if at
all, only in extremeo emergencies. If you do not agree with that, the
course of action is to strike out section 7 of the bill.

Senator Caprrer. Do you think, Doctor, that the theory, as you
have outlined it, would be ucceptai)le to the States?

Mr. Wirte. [ think there is no difficulty. You have viritten some *
standards into every grant in aid that you have ever enacted and the
number of clashes that have occurred between Federal administrators
and States under these acts are so few I am sure you can count
them on your fingers.

The CuarrMan, I think we ought to get an expression from the
Governors of these States. I do not mean through some Congress-
man. I wonder if it is not feasible for the chairman of this committee
to got an expression from the Governors of the various States?

Mr. Wirre. If you think it would be advisable we will get an
expression as to what they think. . )

he CrairMAN, I think it would be a good idea to get an expression
from them on that point. : .

Senator Byro. I think whoever propounds that question should
make it entirely clear. The doctor is not entirely clear as to what the
act means.

Mr. Wirre. We will send them the act itself.

(Subsequently, the chairman received thefollowing letter and tables
from M. Witte.)

Couumittee oN EconNouic SEcuRrITY,
Wathington, Fedruary 4, 1935.
Hon. Par HaRgisoxn, .
Chairman, Senale Finance Commiltee,
: - United Stales Senate.

DEAR SeNATOR HARRISON: Among the material which I was asked to prepare
for incorporation in the hearings on the proposed Economic Becurity Act was
data relating to the cost to the Federal Government of the old-age security part
of this gro m. Complying with this instruction of the committee, I am here-
with submitting fout tables, giving the following data:
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Table I: Cost of the Federal subsidy to State old-age assistance laws, showing
seﬁarate\y what this cost would be if no contributory annuity system is estab-
lished, and if such a system i3 set up as proposed in the bill.

Table II: The progress of the reserves under the compulgory annuity system
as contemplated in the bil}, and the total 07st to the Federal Government for both
old-age assistance and old-age annuities.

Tables 11T and IV: The two principal alternative tplans considered by the
Committee on Economic Security under which the contributory annuity system
can be made entirely self-sustaining. Table 111 shows the resuits if all partially
unearned annuities are eliminated; table IV, if the contribution rates are increased
from 1 to 5, to 2 to 6 percent.

Should the committee desire anything further on this subject, we ghall be glad
to be advised of your wishes.

Yery truly yours,
CoxMITTEE ON EcoNoMic BECURITY,
EpwiN E. WiTTE,
Ezeculive Direclor.

TarLe 1. —Federal subsidy o State old-age assistance lawse
PART A. SUBSIDY IF COMPULSORY ANNUITY PLAN IS NOT ADOFIED

Number | Amount of Number | Amount of
recelving Federal

old-age |subdsidy (&
m (in | milljons of
nds)| dotlars)
4,675 7108
& 844 889.7
6 801 1,033 8
7,180 10908
2,833 1,148.9
8,007 1,219.1
8 801 1,243

ExrLANAtiON.—These estimates were msde by the actuaries of the Committee on Economic Sscurity
in consuitation with the Advisory Committee of Consulting Actuaries. They are based on the following
assumptions: (1) Dependenc{ ratio of 13 percent in 1938, increasing to 20 percent in 1937, 25 percent In 1933,
30 percent in 1939, 33 percent in 1940, and thereafter, by 1-percent increments, to maximum of $0 percent in
1957 and sul uent years; (2) average total grant of $25 per month from State and Federal Governments
combined; (3) Federal subsidy of one-halfof total costs, excluding that portion of (ndividusl grants in excess
of $30 per month and that portion of administration expenses {n excess of 10 percent of total pension pay-
metts. Theactuaries in their report state that the estimates {n the early years of the system Co not aliow
!&t g probable lag io the corning (nto (ull operation of the State old-age assistance l1aw s and are, therefore,

EDould the dependency ration reach only 8 maximum of 40 percent (by 1961) and (he pension grants aver-
age (>ng9 20 per month, the cost of Lhe Federal subs;goy in the first year would total only $72,200,000; by
1940, $199,100,000; by 1950, $397,300,000; by 1963, $722,700,000; and by 1950, $356,£00,000.

PART B. SUBSIDY IF COMPULSORY lAVNgiIIJ‘II"I‘Y PLAN 18 ADOPTED AS PROPOSED

Number | Amount of Number ]Amount of
receiving Federal receivieg | Federal
Year old-age | sudsidy (in Year old-age  tsudsidy (I
ants (In | millions of m’.‘sém millions of
t ods)p  dollars; t ds)| dollars)
897 3528 838.7
1,307 3,752 871.3
1,768 3 578.0
2,287 3 406 832.2
2,748 3,317 S1L1
2813 334 809.1
. 3,205 1 - 3,308 36

EXrPLANATION.—These estimates were made by Lbe actuaries and consulting actusries of the Committes
on Economic Becurity, on the same assumed dependency rates and aversge pensicn grants among people
not under the eomgu{sory system set forth fn part A of Lhis table. If the dependency rates snd aversge

> lo.nl lntm(s’a{.t o l.lmbz;mn esmn;t; e1plained in plart“.;‘ 01‘.:21! table %?nugl:%.h:ﬁ?j&’t‘m‘

eral su would be very much less, especially in the later years, )
instead of $503,600,000 83 shown above. 4 ¢ ’
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Tasre 11.—O0ld-age insurance plan of bill
PART A. PROGRFS3 OF RESERVE

[A1l estimates 1n millions of dollars)
Net con- |Intereston]| Federal | Benest | Ressrve
Year tributionst| resecve | subsidy | payments | 04O

the year
306.0 0.0 a0 07 306.3
mg 9.2 0.0 20 621.8
312, 187 0.0 13 3.8
314.9 28.4 0.0 4.8 1,287.3
672.3 106.0 0.0 190. 1 122.3
1,073.3 211.9 a0 8.1 7,770.7
1,520.0 320.6 0.0 1,149.6 11,682.2
1,979.2 43L9 [ X] 1,924 8 14,8801
23,0883 470.0 0.0 32,8328 15,000, 4
3,137.8 468.0 507.3 3128 15,800.0
22107 463.0 .5 38113 18,000.0
2,218.7 468.0 1,387.9 4,072.8 15,800.0

1Joint {butions less ad: p 83 follows?

2908 T rupees | 198t oo

Years b‘g"f":?_’ ool Years b‘glgxg oen?ﬂzl

cent of ¥ ceat of ’

pay rolls butlons pay rolls batlons

193741, 10 1953-56. 4 ]

104246, 2 w 1957-80. ] ]

1947-51.

EXrLaNATION.~=The annultles pcog:sed to be xvdd under this plan to persons retiriog at age 63 after, -
ot Jeast, § years of contributions are t.

[(} To 0 persons who enter the anwn 1n the first 5 years; an annuity of 15 percent of the average
on which contributions were f‘ Flus 1 '«ent ditional for esch ynr of contributions :bon s but
not mgr‘olzm lOlndipercen aditional for each year of contribations fn excess of 10 years up to a maxi-
mum

) For tﬁo enfering the system {n 142 and thueo(m 10 petcent for the first 8 years of contributions,
plus 1 percent for each additional year of contributions.

Where contdboton die before reaching retirement age or before they have drawn annuities equal to thelr
own contribatlons wiib 3 percent {Dtemses, thets beg‘rﬂl Tecelve ¥helr contributions plas Toterest, loss
any sum pald to the decessed worker as an mnu!ty.

PART B, COST TO THE FEDERAL OOVERNMENT FOR BOTH CONTRIBUTORY OLD-
AQGE ASSISTANCE AND THE CONTRIBUTORY ANNUITIES

[All estimates ln millions of dollars)
Federsl Federal | Total cost Federal Federal | Total cost
Year subsidy |subsidy under Year sabsidy -] subsidy to{ under
old-age | insurance | combined old-age | losurance ; combined
assistance plan assistance plan program
1366 00 5713 0.0 8713
198.0 60 575.0 0 g 875.0
647 (Y] 8322 163, ms
3443 00 Std, i mg LI68
4181 00 509, 1,034 1,843. 4
487.9 00 508.6 1,478.7 1,982.3
5387 0.0
Enmuxov —The cost figures here presented are believed to be outside estimates. Should future

ndency ratfos and average old-age assistance granis be no higher than indlcsted in the alternative
est mate mont(oned In part A of table [, the total cost of the combdined program by 1980 will be $1,525,000,000.

116807—35——17
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Tasre II1.—Plan M2: No unearned annuilies, rates as in bill

PART A. PROGRESS OF RESERVE
LAl estimates {n millions}

3 Fedeca! Reserve
. Net con- { Ioterest Benelit ;
Year tributions | on reserve ‘°':}g‘nb“‘ paymeats °;!:;’
300.0 X} a0 [} 305.3
3.9 9.2 0.0 290 6215
3120 187 0.0 3.3 M8
3149 K4 0.0 48 1,373
672.3 113.5 0.0 2.8 4,541.8
1,073.3 268.5 6.0 91.5 10,134.7
1,520.0 497.2 0.0 221.6 18,3647
1,919.2 807.8 0.0 48,7 2,214.1
2,05%.3 1,181 0.9 8639 40,874.3
2,131.5 1,505.2 0.0 1,3712.7 52,4443
2,216.7 1,830.4 0.0 2,087.3 €2,974.8
2,216.7 2,088.7 0.0 3,041 0,822.5
ILLUSTRATIVE ANNVITIES
Monthly anmmy base«{l on Jevel Monthly nngu:(y bas:’i on Jevel
Years of con- fmonthly wage ol Years of con- 1y wage of—
tribution tribution
$50 $100 $150 $50 $100 4150
$0.24 £0.48 $0.72 .12 ua 21.33
.78 1.5% 233 9.79 19.57 2.38
1.68 135 503 12.95 25.90 388
3.02 8.03 9.03 1660 33.37 50.08
4.8 9.75 14.63

© EXrLANATION.—Contribution rates as In bill. Annuities on an earped baals only; the amounts of which
are shown In the Illustrative Annuities. Death benefits and refunds s in bill

PART B. COST8 TO FEDERAL GOVERNMENT FOR BOTH NONCONTRIBUTORY OLD-
AQGE ASSISTANCE AND CONTRIBUTORY ANNUITIES

1A1] estimates in mithons of dollars)
Feden! Federal | Total cost Federal Federa] | Tota) cost
Year subsidy | subsidy to under Year sgbeidy |subsidyto]| wunder
old-age | insurance | combined old-age | insursnce | com
assistance plan plan program
1348 00 0.0 8418
199.0 [ X:] 0.0 075
8.7 (X1 0.0 $22. 4
348.2 40 a0 889.6
4151 0o a0 8.0
5439 a0 548, 00 n.3
6038 a0 603,
-Age

uum n0e grants estimated I:r‘ h?}. oﬁm Lg thus, &f" ; sbz?” v}i‘t& the
ese deel | ove eral
e e Totet ooet tade will be ding)y red o

ﬁox.nwmov ~The odenl mbe!dy to 0ld-age assistance has beea computed on the future depeadency
l
or the
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TasLe IV.—Plen MI11: 2 to 6 percent contribution rale with partially unearned
annuilties (0 pertons now half old

PART A. PROGRESS OF RESERVE

[ANl estimates {n miliions)
Federal
Net con- | Interest on Bepefit | Reserve at
Year tributions | reserve eoz:ginbw payments |end of year
6233 0.0 0.0 1.3 622.0
629.5 18.7 a0 4.0 1,281
635.6 38.0 0.0 87 1,933.0
9800 58.0 a0 10.8 2,960.2
1,363.3 7.3 (1] 207.6 9,333, 8
2,185 1 1987 [ X] 62.6 18,682.8
2,250.0 796.8 co 1,235 28,413.8
23781 1,048.5 00 2022 36, 281.7
24200 L, BLS [ Y] 2,628. 4 42,122.5
2 5851 1,370.0 [ X1] 3,191.2 46,408.9
2,600.0 1, 4623 00 36623 49,173.3
2,660.0 1,523 0.0 41463 50,093. 7
ILLUSTRATIVE ANNUITIES
Mocthly mvﬁuity buedol on Jevel Moathly mmﬁx;ly based o‘on level
Yaars of con- monthly wage of— Years of con- |. toonthly wage of—
tribution tribution
$50 $100 $150 $50 $100 §150
$60.00
€7.50
500
$2.50

Anpuitles: os‘) For persons who when system {s established are 40 years of age and over: 15 percent for
frst § years of contributions and lguueen for each sdditionsl year, and “2 for persons who are under 40
;eou of age when the system s established: 1 percent for each year ofthe first 15 years of coptributicns, plus

cent for each cf the next 10 years of contributions, plus 1 percent for each year of contritutions bey ond

l;ent:i benefits and refunds asin bill.

PART B. COST8 TO FEDERAL GOVERNMENT FOR BOTH NONCONTRIBUTORY OLD-
AQE ASSISTANCE AND CONTRIBUTORY ANNUITIES

[A1] estimates {n millions of dollars}
Fﬁﬁ“ F‘e&oﬁd Total cost Fag:l?l Fe&tiaﬂ Tot;ld cost
su y R y under subsidy £ y under
Year old-age | toinsur- | combined Year old-age | toinsur. { combin
assistance | apce plan | program assistance | ance plan | program
1938...uceenes 1346 00 1386 8718 0.0 $70.3
1 . 199.0 0.0 190.0 88.0 0.0 518.0
8.7 0.0 287 83212 0.0 832.2
3432 0.0 3482 41 00 8141
418.1 0.0 4181 500.1 0.0 800.1
487.9 a0 487.9 503.6 0.0 503.8
8347 o0 5337

EXPLANATION.—The Federal mbdd‘ to dd*g: assistance Is estimated on & final 30 percent depend.-
ency ratio and aver:‘ﬁo sssistance grants of $25. If the dependency ratio sbould not ex 40 percent and
the grants average oaly $20, tbe cost in 1980 1s estimated at only $113,300,000.

The CuarmMaN. The committee will recess until 10 o’clock tomeor-
row morning.

(Whereupon a% the hour of 12 noon, the committee recessed until
10 a. m. of the following day, Friday, Feb. 1,1935.)






ECONOMIC SECURITY ACT

FRIDAY, FEBRUARY 1, 1935

UNITED STATES SENATE,
ComuirTEE ON FINANCE,
Washington, D. C.

The committe met, pursuant to call, at 10 a. m., in the Finance
Committee Room, Senate Office Building, Senator Pat Harrison,
chairman, presiding. ) . )

Present: Senators Harrison (chairman), King, Connelly, Costigan,
Clark, Byrd, Lonergan, Black, Gerry, Guffey, Couzens, Keyes,
Hastings, and Capper.

The CuarrMan. The committee will come to order.

STATEMENT OF ROBERT JOLLY, OF HOUS’I"ON. TEX., CHAIRMAN
OF JOINT COMMITTEE AND PRESIDENT AMERICAN HOSPITAL
ASSOCIATION

The CuarMAN. You represent the American Hospital Association?

Mr. Joruy. I rapresent the committee of the American Hospital
Association, the Catholic Hospital Association of America, and the .
Protestant Hospital Association of America.

The CaateMAN. Proceed. |

Mr. JorLy. The {oint, committee of the American Hospital Asso-
ciation, the Catholic Hospital Association of America, and the
Protestant Hospital Association of Aunerica, referring to S. 1130,
respectfully submit to the consideration of the Committee on Finance
of the Senate the following which we suggest be adopted as amend-
ments to S. 1130.

t. That all hospitals organized and operated “not for profit”’ and
no part of whose earnings accrues to the benefit of any private person
or individual be totally exempt from the payment of any taxes
imposed by this bill.

2. That no provision of this act be ever interpreted as prohibiting
or preventing the use of funds made available under this act for dis-
bursement to a public or private nonprofit charitable institution for
any service rendered to any person who is a beneficiary of this act,
and that no person otherwise a beneficiary of this act be deprived,
by reason of being an inmate of a charitable institution, of benefits
provided by this act. . .

I would like to give the reasons for presenting this: .

1. The three hospital associations represented by the joint com-
mittee speak for a total of 6,437 hospitals in the United States. Of
this number 1,776 are Government hospitals, leaving 4,661 hospitals
not Government owned. . '
. The CuamrMaN. You are speaking now of the unemployment-
insurance tax, old-age tax, and what not? :

Mr, JoLLy. Yés, sir.

258
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Of these 4,661 hospitals, approximately 4,500 are nonprofithospitals.
The others not being organized ‘‘not for profit” are excluded from
our recommendations. These nonprofit hospitals are truly public-
service corporations and as such have a partnership with the Gov-
ernment in providing for the genersl welfare and in the execution of
the plan embodied in the bill for the relief of indigency and distress
in the interest of greater social security.

2. Nonprofit hospitals are not industries but they are charities,
organized’ and operated for the common weal, without thought of
profit and with the only purpose of affording to the maximum Jimit’
of their resources adequate hospital care for all our people when and
as needed.

3. Nonprofit hospitals are unlike industries in that they do not
experience heavy fluctuation in employment of personnel during
periods of depression, but with the increase of hoapital care given,
particularly in assuming the increased load for the care of indigent
and unemployed, hospitals maintain s rather definite standard of
numbers of employed personnel; the ratio of employed personnel to
patients remaining practically the same during all periods.

You see, we cannot fire People and take them back as the load
comes on and goes off. We have to have a continuous personnel,
becaure s hospital has to be ready at 156 minutes’ notice to take care
of everything that comes in, so we have to have our personnel at all
times,

4. Heavy withdrawals from the income of nonprofit hospitals for
the purpose of this or other taxes reduces by the amount withdrawn
the lﬁnat(llcial ability to give hospital care to tho indigent and un-
employed.

If we should have to pay this tax, that would take just that much
money out of our hospitals to take care of the indigent people that
come in. A nonprofit hospital is one that is organized not for profit,
and any money that comes into the hospital fromn pay patients over
and above what it costs absolutely to take care of that patient goes
to take care of the indigent patients. If we had to pay taxes, this
money would bo taken out of our treasury and we could not take care
of all of the indilglent pationts that we take care of.

5. Nonprofit hospitals have no_opportunity through the incresse
of their rates for service to cover the costs incident to unemployment
insurance, as industries and commercial enterprises have.

A commercial enterprise can put an extra charge on its sales and get
its money back. Hospitals cannot do that. e have just about a
set figure that you can charge for hospitalization. If you charge
more, the people cannot come and they do not come, so we cannot
change our prices up and down in hospitals. We have to keep them

retty uniform all the way through. We cannot do thjnﬁs like
industries do, we do not want to be classed that way—as an industry.
We are not operated as an industry. .

The CuairyMaN. What is the provision of the bill for exemptions?

Mr. JorLuy. There is none.

The Cuairman. There are no exemptions?

Mr. JoLry. No, sir; hospitals are not mentioned.

Senator Covzens. You do not have much of a problem of unem-
ployment, do you?
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Mr, JoLry, We do not, because we have to keep about the sanie
number of people in the hospital all the time. Instead of tumning
people off, we reduce their salaries.- Some hospitals reduced their
salaries 50 and some 60 Percent. I know some hospitals where the
hospitals had their people work the last year for nothing, just for
thellx; room and board, because of their love of the hospital and of the
work. :

The CuArrMAN. States can make their proper exemptions and so

- forth, but your anxiety is that this tax imposed by the Federal Gov-
ernment would be a burden upon the hospitals unless an exemption
were written into the law?

Mr. JoLny. Yes, sir. )

6. Unemployvment in hospitals has not been a serious factor in
hospital problems.

7. Employment in hospitals ‘is dePendcnt upon the amount of
sickness and not upon the condition o industry.

8. The hospital load tends to increase during periods of general
unemployment. That is, the indigent load increases. The pay
load decreases because people cannot afford to come, But our
receipts are lowered and the indigent come in larger numbers.

9. Nonprofit hospitals in such periods meet their financial problem
not by the discharge of employees but through the reduction of
salaries and wages, and that as & consequence an enforced payment
into sn unemployment pool would result in a reduction in the salaries
and wages of employees in hospitals without their ever being able to
draw any appreciable result. .

As I said a moment ago, I can tell you some hospitals who made .
this sort of an arrangement with their workers and the people on the
pay roll. They said, *“¥We will pay you for the food and supplies in
the hospital, and when that is all ‘done, whatever is loft we will
divide up among the folks that work here”, and there are some
hospitals that have been working that way in the last 3 or 4 years.

1¢. The annual pay roll of the nounprofit hospitals of America
smounts to $121,600,000. The pay roll of hospitals constitutes
about 30 percent of the total cost of operation. .

So you see, if you put that tax on our pay rolls, what you do with
the hospitals. A lot of them would have to close. A lot of them have
already closed up. Over 400 hospitals have closed in the last 5 f'ears.
There has been too big a pressure, too big a s%l‘leeze; they could not
go on. I say that about 30 percent is about the average expense of
the hospitals—that is the average. In some ?laces it is more. In
Clevelan({i Ohio, it i3 55 percent of the expense of the hospital allocated
to pay roll.

he CuHAlrRMAN. Was this matter presented to the President’s
committee when they were drafting the bill? ‘

Mr. JoLry. No, sir.

The CuaraMan. You had no opportunity to know just what was
going on until these bills were introduced? .

Mr. Jorry. No, sir; we did not see the bill until it was printed and
sent out.

The Carzwan. Very well, proceed.

11. Hospitalt have had an increased burden of indigent sick without -
Government relicf except in 3 or 4 States. Relief agencies have fed
and clothed and housed the indigent but the moment they need hos-
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pitalization the relief a?encies have taken the attitude that the hospi-
tals always have cared for the indigent so let them do so now, ignoring
the fact that in addition to an increase of free patients the hospitals
have had a falling off to earqmaﬁs from (ﬁ:{ patients and a falling off of
donations from philanthropically minded people to about 40 percent
of what such donations were in 1929 and 1930.

The CuatrMaN. What was been the Policy of relief organizations
with reference to these hospitals? Don’t they pay them somethini?

Mr. Joury. No, sir; there was some arrangement in the C. W. A.
for a little while, but that was pulled out. at the hosg»itals got
there for taking care of a patient was $2.60 a day for the whole time,
but the doctor got his money first. Qur own hospital in Houston got
nothing from the C. W. A. funds. Wo cannot gez anithing from the
relief agencies, State or Federal. We have had to take not only the
burden that wo have always had, but this increased burden. en &
relief ?atient comes to the hospital, the relief agency says, ““Hands off
for us”, and the entire burden is placed upon_the hospital.

Senator Couzens. When you say ‘‘relief agency,” you mean
Government relief agencies?

Mr. JoLLy. Yes, sir. .

Senator Couzens. The private relief gencies have always taken
care of you through community drives, and so forth? .

Mr. JorLy. Yes. I am talking of the governmental agencics. If
it were not for the fact that we can get some donations, there would
have been four or five hundred other hospitals closed up, but remem-
ber that has been decreasing too down to 40 percent, and a lot of the
hospitals that have endowments, the money that they haye had from
endowments, the capitel has not decreased but the dividends from
endowments in some instances have gone down to alinust nothing, so
that they have nothing to run on. .

12. Nearly 400 voluntary nonprofit hospitals ceased operation in
the past 5 years because the financigl burden became too heavy.

This is signed by the chairman of the joint committees.

The CuarrMaN. Let me ask you, what are the views of your or-
ganization with reference to the provisions in the bill for Federsl
contributions to States for health and crippled children.

Mr. JorLy. We are for both. We think it is a good thing. We
believe in the whole_thing, but we do believe that the hospitals,
who have been carrying this load through all of the years, and are
still carrying the load, and an increased load, ought to be exempt
from the taxation. o think that all of the people who work for us
ought to participate in the benefits of this, but we do not believe
that our people nor the hosintals ought to be taxed to take care of thet.

The Cuairman. I think the committes understands your view-

int.
poMr. JoLLy. Thank Eou very much. o ‘
Senator Couzens. Do you object to the contributions for the old-
age pensions?
) r. JoLLy. Yes, sir; we feel like we ought to be exempt from all
of it.
Senator Couzens. Old age and all?
Mr. JoLry. Yes, sir.
The CuairMaN. Thank you very much.
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STATEMENT OF DR, WILLTAM N. LEISERSON, CHAIRMAN OF THE
NATIONAL MEDIATION BOARD '

The CuairMAN. You are chairman of the National Mediation
Board, Dr. Leiserson? .

Mr. Leiserson. Yes, sir. .

The CHalrMAN. What is the other background you have, so that
we can have it in the record? ‘ .

Mr. Leiserson. I was a member of this technical board which
compiled the data on this Social Security bill, but particulerly on the
unemployment insurance provisions. worked particularly on the
unemployment insurance provision. Prior to that I had been chair-
man of the Ohio Commission on Unemployinent Insurance that pre-
pared the so-called “*Ohio plan” of unemployment insurance as dis-
tinguished from the Wisconsin plan of unemployment insurance.

he CaatrMaN. Did you help to draft the Ohio plan?

Mr. LeisersoN. Yes, sir.

The CsairMan. What is that plan in substance?

Mr. LeisersoN. In substance it is that unemployment should be
handled on an insurance basis with a pooled insurance fund as dis-
tinguished from the Wisconsin idea which is that unemployment
should be handled merely by individual employers, laying aside a
certain amount of money and using that money to remunerate or
compensate any people that they may hapsen to lay off.

The CrarMAN. What ie the tax imposed?

Mr. LeiisersoN. Under the Wisconsin plan?

The CuairMaN. Under the Ohio plan. : .

Mr. LeisexsoN. It is 3 percent, 2 percent paid by the employer and
1 percent by the employee.

The CHamMAN. When was it passed?

Mr. Liriserson, It was not passed; it was reported in 1932 to the
legislature, passed one house but was not reported out by the com-
mittee in the other house.

The CHAIRMAN. So you have not the law yet?

Mzr. LeisersoN. No, sir.

The Crarman. All right; proceed.

Mr. LisersoN. The 1dea of the unemployment insurance provi-
sions of this bill is that it is desirable as a security measure to use the
principle of insurance for as many of the unemployed as it is possible
to apply the principle of insurance to; that is to say, it is not possible
to use the principle of insurance for all of the unemployed. It is
possible to use the principle of insurance for the majority of the wage
earners of the country, but not for s!l of those who are unemployed,
and I will explain that presently.

1f we are to use the principle of insurance, it is very plain that this
Ermclple cannot be uséd for the people wlho are now out of work,

ccause the people who are now out of work are in the sense like

eople who have had their house burned down but carried no fire
msurance. If they carried no fire insurance, you cannot make pay-
ments to them and then call it insurance. hatever payments you
do make are a relief in one form or another.

This bill provides that for those people who cither are now at
work or who are going to work from now on, those unemployed who
get back to jobs, that as soon as they get back to work and have a
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job, that they shall be insured against the future recurrence of unem-
ployment. You cannot insure a person until he has a job and pay-
ments have been made, premiums paid, either by himself or in his
behalf to take care of the emergency that will come later, through
temporary unemployment for a shorter period, like seasonal unem-
plosyoment or for a longer period. .
this clearly looks toward the security or providing a measure
of secum!y;ufor those who are at work and who spend most of their
time working. If, for example, a person is a casual wage eamner,
that either on his own account because he has some lack of quality
or physical ability he cannot hold a steady job, insurance would not
apply to him because he is not working steadiiy enough to pay the
Eremiums or to have the payments of premiums paid in his behalf
the employer. And similarly if the employer’s work is of a
character to be casual, you cannot handle casual labor on the prin-
ciple of insurance. But for the vast majority of wage eaers rnthat
ordinarily support themselves by labor and their jobs, and ordinarily
do not appear on the charity rolls of the community for those people
I regard the principle of insurance as most important. That will
n}(l)t take in all those who suffer unemployment, but the majority of
them.

Senator Couzens. Do you mind an interruption there?

Mvr. LeisersoN. Not at all.

Senator Couzens. You spoke of the casual worker. I understand
the employer has to pay the 3 percent on the casual worker's pay
roll just the same.

Mr. Leiserson. I think that would be true under this act. On
the other hand, if the individual employee worked casually for one
employer after another and appenred on enough pay rolls, he would
be 1nsurable in that way too, because it is provided that in general the
proportion—he can draw one premium to four payments, so that if
there have been four payments in his behalf, it would be possible for
him to draw payments in that way, but where ordinarily he is a
casual laborer in the sense of a person who just come to take a load
of lumber and help to unload a load of lumber for holf a day or so, he
would be excluded from the act.

Senator Couzens. Yes; but the employer would still have to pay
on the pay roll.

Mr. Leisenson. 1 think not.

Senator Couzens. 1do not find any deductions, presumably, under
the bill for that.

The CrairmaN. Would. that not apply, if in the aggregate there
were 13 weeks of employment for four persons, and of course you
would take that into consideration if e worked half a day in reckon-
ing y{vhetber thero was 13 weeks of employment there. Isn't that
true

Mr. LesersoN. That is true.

Senator Couzens. The 13 weeks of employment does not apply
to the individual.

The CrairMaN. No, but it applies to the tax, doesn’t it, Doctor,
that he has to pay?

Senator Couzens. No, if he has 4 or more employees for 13
weoks during the year, then he has to pay his 3 percent on the pay
roll. I do not find any exemptions from the assessment of 3 percent
of the pay roll in this bill.
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Mr. LeisersoN. In the definition of “employer’ under the act it
states——

The CHArMAN (interrupting). What page is that on?

Mr. LeisersoN. At page 43, beginning with line 23 [reading]:

In determining whether an employer employs enough persons {o he an ‘‘emn-
ployer” subject hereto, and {n determining for what tax he is liable hereunder, he
shall whenever he contracts with any subcontractor—

That is only dealing with the problem where he contracts out.

Senator Couvzens. This refers to the subcontractors. That does
not cover the point I had in mind.

Mr. LeisersoN. That is true. Before that, on line 17, if he has
employed these persons “within each of 13 or more calendar weeks in
the taxable year.”

The CHalrMAN. That is where?

. %Ir. LrisersoN. On page 43, line 17. If he has employed [read-
ing]—

within each of 13 or more calendar weeks in the taxable year, at least four persons
in employment subject to this title.

Under “employment” I think as it is written here, Senator, it is
correct that he would pay in behalf of the casual employee.

Senator Couzens. As I understand it, he pays 3 percent on his
total pay roll, no matter how he pays it out?

Mr. LeisersoN. That is correct. I may say though, in the State
bills that have been introduced, whether under the Ohio plan or
under the Wisconsin plan, the usual proposal has been that casual
labor is defined, and unless a person has had at least 4 weeks of work
steadily or he has had a day or two regularly each week for a longer -
}i‘eriod, he is considered a casual laborer and exempted from the act.

hat is the way the problem of casual labor has been approached in
these bills that have a%peared in the States.

Senator Hastings. Doctor, has your committee or anybody repre-
senting the administration drawn the kind of a bill which they think
the legislatures of the various States ought to adopt?

Mr. LEisersoN. Our committee has worked on a form of State
bill—it has alternative forms rather than any one—that might be
adopted by various States under the general provisions of this act.

Senator HasTings. Is it a very lengthy thing?

Mr. Leiserson. This is as much of it as I have had [indicating}. I
do not know that it has been finally approved by the committee,
but this is what we have been working on, and it has several alterna-
tive proposals.

Senator Hastings. Mr. Chairman, I think it would be very helpful
if the committee had before it the kind of a bill that the administration
proposes to recommend to the various States. A great deal of the
testimony given here is based upon the legislatures doing certain
things. ‘This bill does not require them to do any particular thing
except to enact an insurance law for the workmen’s insurance, a
workmen's insurance law of some kind. I think if either now or at
some time when that recommendation is perfected, that it would be a
good thing to have it in our record.

The CuairMaN, Doctor, is that the draft of the one that will be
su%%ested to the States?

Mr. LesersonN. That is right.

The CuairMaN. Has that been approved by the committce?
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. Mr. Letserson. Not yet. It was sent to me to go over and send
1n suggestions.

The CuairMaN. Who got that up?

Mr. LersersoN. The staff of the committee, with the assistance
of the subcommittee on Unemployment Insurance.

The CuairMaN. Have you approved that yet?

hM'lr. LeisersoN. I have said that I think this is all right on the
whole.

The CuaatrMaN, But the committee has not yet af roved it?

Mr. LeisersoN. So far as I know, no, because iave not been
informed as to the final way in which it would be recommended.

The CHAIRMAN, Senator Hastings, do you want this in the record
for what it may be worth? It would seem to me that it would be.
better if we had one that had received the approvel of the committee.

Mr. Leiserson. I shall be glad to tell the committee to send over
the final one that is approved and put it in the record. :

The CuammaN. I should think that would be better, don’t you,
Senator?

Senator Hastings. I agree with you.

Senator Brack. May I ask you when you think it will be approved?

Mr. Leisersox. It ought to be ready very soon - - . because this
came to me a week or so ago, and each of us was se .« .ig in our sug-
gestions on it.

Senator BLack, The reason I ask is that I havc a letter from a
State senator in Vermont who is very anxious to get & bill offered
immediately and says that it is necessary that one be offered at once
by reason of their legislative situation. ~ Could i¢ be possible for me
to send him even the tentative proposals which you have?

Mr. LeisersoN. I think so. ‘There are alternatives in here. What
this is based on is partblry the Ohio bill and partly the insurance bill
recently introduced in New York State, and partly the Wisconsin act.

Senator Brack. Have you an extra copy of that which is available?

Mr. LeisersoN.Yes, I can give you one.

The CrairMaN. Dactor Leiserson, will you communicate with
Miss Perkins as Chairman ¢f the Board, the wish of the committee
that we might be furnished one that has received the approval of the
Committee?

Mr. LeisersoN. Yes, sir; and I will have it done quickly.

The CuairMaN. And to get it to us as soon as possible?

Mr. LeisersoN. I will.

If we start with the premise that we want to use the principle of
insurance, then in dealing with that part of the problem that is capable
of being handled by insurance, there are certain things that follow
that are important to bear in mind. First, how much premium shall
you pay for the insurance? This bill provides that there shall be a
3 percent tax which really is the premium. .

hy is it 3 percent? Insurance is not magic; you can buy onlf'
the amount of insurance that you can afford to pg for, and you will
find in the Committes's reForz, the repeii of the Committeo on Eco-
nomic Security to the President, whicl: I suppose has been mentioned
to you before, you will find & table in that report on page 13, in which
it lists rough'ly how much insurance Fou can buy for 3 percent of
pay rolls, for 4 percent, or 5 percent of pay rolls. .

"



EJONOMIC BECURITY AOT 263

In' the repért of the Ohio Commission on Unemployment Insurance,
we prepared s niore detailed table on the'same question, that is,
assuming that you use 2 percent of the pay roll—

The CramrMAN (interrupting). Does that report just apply to
Obio or does it.applg to-the cquntry? ) L

Mr, Letserson. Ohio only,, Of colifse, it considers the problem of
unemployment the country over, but it is %urely a report of a com-
mittes appointed by the Legislature of Ohio to the Governor, in
pursuance of a resolution of the legislature.

Senator Kina. Did you participate in that? . .

Mr. LeisErson. Yes, sir. There we figured out that if you hed
2% pércent of pay rolls, as the premium, that could purchase insurance
for a period of something like 16 weeks if the insurance were 50 per-
cent of hormal earnings, with a maximum of $16—that is, assumin
a persof who earned more than $30 8 week, he would Fe(_; only $1
and if that were after a ‘waiting perigd of 4 weeks before he could
begin to draw insurance. SjpalwyWe watradgwn to 2% percent
3 percent, 3% percent, aggd#€o on, showing the diffeegnt amounts of
insurance that can be befight by ti’leee, premiums, ;

The Cuairuan. Yl you put that part of the Ohio
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After a very careful consideration of these comblnations and of many others,
the commission has reached tlie concluslon that a rcasonable amount of protec-
tion can be purchased for approximately 3 percent of the pay roll, a price, which,
when sharcd by employers and employces, will be casily borne and not represent
an unrcasonable charge upon industry. ’l‘hls percentago will buy the foﬁowlng
amount of fnsurance:

A benefit of 50 percent of the normal weekly wage of the {nsured, beginning
after a walting {)criod of 3 weeks, and gmyab o for a period of 18 weeks, the
niarvimum henefit in no case exceeding $15 per week.

Senator' Couzexs, Did that report contemplate the employee
contributing also?

Mr. LrisersoN. Yes, sir.  That report, I may say, recommended
that the emPloycr_ shall pay 2 percent and tho employeo 1 percent,
but it did all of this calculation on the basis of the 3 percent, that is,
regardless of where the contribution was coming from. T will discuss
presently this question of contribution.

Thoe Cnainmax. In your Ohio proynsal, did you apply it on agri-
culture the same as on industry?

Mr. Lreisenrson. No, sir.

The Ciammax. You excluded agriculture?

Mr. LeisensoN. It excluded agriculture.

Senator HastiNgs. Doctor, you are talkinﬁ about how much
insurance 3 percent will buy. Does that not depend entirely upon
the labor conditions, that is, if there are a great many people out of
cimployment, 3 percont would not be enough and if there was nobody
out, 3 percent would be too much?

Mr. Lrisensox. That is just what 1 want to explain,  When you
have accident insurance or life insurance, how much a $25 promium
will buy will depend upon how many accidents you will have and
how many people are insured. Similarly, in the State of Ohio, for-
tunatoly, every employer with three or more employees, under the
compensation act, has to report to the State compensation fund the
pay roll every month, because there is an exclusive State componsa-
tion fund. We, thorefore, lind the data of fluctuations of employment
from 1914 on to 1931, and on the basis—we employed an actuary to
make the study—and on the basis of the Obio figures, we could
figuro out as u matter of fact over those years.

The actuary used a very liberal estimate, the good years and the
bad years, ho used an average estimato of 13 percent unemployment,
whereas usually over a period of years statisticians have said that
over the good and bad years tho average unomployment is about 10
or 11 percent. Our figures indicated that about 13 percent was
closer, and so taking all those things into consideration we arrived
at how much a certain amount of premium will buy. Whether that
premium is adequato or not is a question that has to be decided in
each particular casoc when you are going to pay the premium. We
cannot start with the idea that we have got to have adequato
insurance. .

Every insurance agent tells me that I do not carry onough insurance
to properly cover the needs of my family, and I think they are right,
but why don’t 1? Simply because I cannot afford it. I purchase
just the amount of insurance that I can afford. Similarly, most work-
ing men do not have enough insurance to protect their families. Even
tho industrial insurance and the group insurance is inadequate and
therefore most of our States have so-called mothers’ ““‘allowance laws
and mothers’ aid laws”, or ““mothers’ ponsions” to take care of the
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families because the insurance was inadequate or there was no
insurance. . .

Here, the question is the same. The committee discussed it and
found that at the present time it was mere judgment and opinion on
their part, that at the present time or in 1936, 3 percent would be an
amount that industry could afford to pay for this if business revived
enough to be up say to 95 percent of the average production figure
during the years 1623 to 1925. The Federal Reserve Board kee
those figures. If industry does not revive that far, if it revives only
to 84 to 95 percent, then the committee thought industry could afford
only 2 percent, and if the revival is loss than 84 percent of that index,
then they thought industry could afford only 1 percent.

Sonator Couzens, At that point may 1 ask you what yardstick
you use;i to determine whether industry could afford a certain per-
centage ‘

Mr. Leiserson. It did not take any one industry; it took the Eic-
ture as a whole, and so far ns n scientifically accurate yardstick, I
may say it used none of that. Tt is a mere judgment on the basis of
conditions as they are and the need that people have for security in
the future, and in that was considered also .as to what industry gen-
erally would think they can afford, what laborers think they can
afford, what legislatures have shown that they thought they could
afford; but there is no scientific or accurate basis for that at all. Tt
is a judgment pretty much as most people will do with any insurance
they carry. As one member of the committee I should say that if in
your judgment industry can afford more, you ought to make it more.

Senator Couzkns. When you say “‘afford”’ I do not get you at all..
How do you determine whether an industry can afford 3 or 2 or 1
percent; what factor do you use in deternining it? What is your
ud%ment. because you say it is judgment?

Mr. LE1sersoN. In mf' own judgment, it is this. I start with the
need of the wage earner for protection a§umst irrogularit{ of employ-
meont. I start with thoidea of what that man earns; he dedicates
his skill and abilitv and his life to that industry, and that there are
cortain costs involved in his labor similar to the overhead costs that
the industry has. .

For example, take theso electric lights. During the daytime a
large part of tho plant is idle. We consider that the investor is
ontitled to a roturn on the idle investment as well as on the other part
of the investment. We do not pay them only for the time they were
operating, Similarly with the wage earner. No industrv works
regularly. 'There is always fluctuation in employment, and the wage
earner has a claim. In my judgment, it is a part of the cost of pro-
duction, that when ho is temporarily laid off for a period, that some
part of his oxponses at least, at least cnoth to maintain him during
that waiting period, shall be a charge on the lndustrﬂ.

Starting with that, the quostion arises as to whether the industry
can afford it or not. If we are in a period when industry is moving
downward, more and more pooplo are being laid off, I should say at
that time 13 not the time to begin to provide for this insurance fund,
but when industry is starting upward, if it is moving upward, then is
the timo to begin to provide for these charges. When you ask me
“‘How much”, all I can say in answer to that is this: I personally be-
liove that this charge will not make an additional cost to the industry;’
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it will actually result in a reduction in cost. The only question in-
volved about affording i3 if the industry is in the red and going down;
at that time you cannot put additional burdens on it, but as sgon as it
is movirg upward and is getting out of the red, at that time it seems
to me is the time to begin to put this charge on.

My personal opinion is that any industry that is moving upward
and each month putting more and more employees on, the moment it
is out of the red it can afford at least 3 percent for this purpose. If

ou will ask me why still further, I will say this: When the employee
18 not protected against irregularity of employment, he tries to protect
himself by stretching out the job. I bappen to have made a study of
that question in very many plants. It was punlished as a book called
“Restriction of Qutput in Unorganized Industry ”, which showed that
the main causs for loafing, soldiering on the job, was fear of lay-ofis
with no protection. That is why I think that an industry can afford
to put 3 percent on and it will save more than 3 percent, because tae
men will work and not soldier on the job in order to protect themselves
as against 1 lay-off.

Senator Couzens. As a matter of fact, the more they soldier on the
job the more job there is for the unemployed, isn’t there?

Mr. LeisersoN. No; I do not think so.

Senator Couzens. You do not think so?

Mr. Leisersox. No; the more they soldier on the job, the higher
the cost is and the higher the prices have to be, and they make fewer
jobs for themselves in the end.

Senator Hastings. Doctor, before you leave that, the examination
that the actuaries made in Ohio covered a period of 16 years?

Mr. LziseraoN. From 1914 on to 1931.

Senator HasTings, Sixteen or soventeen years?

Mr. LeisersoN. I may say we have the complete actuarial calcu-
lation in volume 2 of this report. Itismerely summarizedin volume 1.

Tho Cuairuan. I wonder if you could not furnish to each member
of the committee, a copy of those reports?

Mr. LeisersoN. I ehall be glad to do so.

Senator HasTiNgs. I want to inquire whether that 3 percent would
have taken care of 13 percent of the unemployed?

Mr, LeisErsoN. Oh, yes. I can tell you just how that worked out.
We made a tabulation in which we calculated that suppose after the
dopression of 1921 we had started an unemployment insurance fund,
say January 1023, when we were on tho upward movement, how
m?uk}utshat have worked out? It would have worked out something
iko {his:

During every year down to and including 1929, it would have paid
to all of those who wero covered by the insurance, and when they
suffored unemployment it would have paid them 50 percent of their
normal earnings, their normal weekly earnings, with a maximum
of $15 a week, no more than that, for a period of 16 weeks, which
they could have gotten; but of course you must know that most of
the unemployed are out of work less than 18 weeks; but it was possi-
ble, that those who were out of work 16 or more would have gotten
16 weeks after the waitingl‘geriod of 3 weeks. That is, the first 3
weeksd they get nothing. at would have h%ened. And at the
end of 1020 when the dopression had to be faced, there would have
been $104,200,000 in a reserve fund to face tho depression with,
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Senator King. That was in Ohio elone?

Mr. LreisersoN. In Ohio alone. The first year of the depression,
1930, we would have been able to take care of all of these people who
were insured on that same basis after tho period of 3 weeks, for 16
weeks, and we would have paid out $69,000,000 in benefits that
year. .

Senator HastiNnags. What year was that?

Mr. LeisersoN. 1930; the first year of the depression. And at
the end of that year, we would have had $84,000,000 left, because
the premiums coming in, and $69,000,000 paid out, $84,000,000
would have been left in the reserve fund.

Senator HasTings.: You would have taken $20,000,000 from your
reserve fund?

Mr. Leiserson. That is right. Now, the second year of the
depression, 1931, which was much worse, we would have paid out
$109,600,000 in unemployment benefits, but we would have had to
take most of them from reserve and only $11,200,000 would have
been loft at tho end of 1931. But remember that the first 2 years
of the depression, none of these people would have had to go on relief.
They would have been protected. ]

The third year of the depression, 1932, we figured that the fund
would probably have run out about in June, perhaps a little earlier— -
it would have been exhausted, In other words, 3 percent of the pay
rolls would not buy pnf moréd than that amount of protection if we
have a depression that lasts as long as the present one has lasted, and
then wo considered what might be done under those circumstances,

There were several things we thought of. If these people go on
relief, on the whole they would have gotten less than one-half of what
they get on relief, or at least what they did %et in Ohio at that time,
75 cents per person per family per week. They would have gotten
very much less than these benefits and, too, the emergency having
come, our bill in Ohio authorized the fund in an emergency like that
to spread the benefits in the same way we spread work, where we
say, ‘' Let the people spread the work.” ~That is to say, to reduce the
benefits from say one-half of the normal earnings to say 40 percent or
some other figure that would cagxﬁ it through another year, It also
authorized the fund ‘o borrow either from private sources if it could
get it, and after all thisis an insurance company and there is no better
security than the pay rolls of the State of Ohio, there is no better secur-
ity than that; or they might borrow from the éovemment, either from
the State Government or from the Federal Government.

Another thing to bear in mind is that in all of this period the States
would not have contributed a penny, not even for administration
expenses. All of these calculations are entirely on the basis of a self-
supporting fund, and rather, after say 2 years of depression and the

ression lasts 2 more years—rather than tell these people to go on
relief, it would be much more sensible in my judgment for the States to
lend money to this fund for another year or two, as long as the depres-
sion lasts, 8o that these men, who never before were on & charity roll,
it keeps them ofl the charity rolls with the loss of self-respect that
that involves. It is up to the State when the depression comes
to lend that amount of money, it seems to me, even if they should
never get it back.

116807—86-2—18
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Senator HastiNgs. But, Doctor, I understood, however, that
the worker was limited in his benefit to 16 weeks under this bill?

Mr. LeisersoN. Yes, sir.

Senator Hastings. After 16 weeks, what happens to him if he has
not got a joh?

Mr. Lziserson, That is true. If, for instance, during this period,
any person was out of work for more than 16 wecks, steadily, at that
time he would have to go back on his own resources and i{ however
he had some work for another period, he could appear on the fund
again the following year, but if he had no resources at the ond of the
16 weeks, he would be just like most working peo‘Ple are—he would
have to go on relief or relief work or charity. We figured further,
if we could have made this fund 4} percent in 1923, it would have
carried them right through the year 1934.

Senntor HastiNas. But in none of your figures do you contemplate
taking care of the worker longer than 16 weeks?

Mr. Lrisersox. Not on a 3-percent fund. If we had a 4}4-percent
fund, wo could carry him for 20 or 26 weeks.

Sonator HastiNgs. And then what happens to him?

Mr. Lemsenrson. Then again if industry is in such a state that it
cannot cm{)lo_v eople for a year or two years, the insurance cannot
cover it all. No insurance fund can. Therefore they got into the
ranks of the permanently unemployed, and you cannot insure people
who are permanently unemployed. You have got to do something
else for them.

Senator Hastings. I think I understand it. This 16 weeks does
not mean 16 weeks in every year. It means 16 weoks a yecar until
Lie gots himsell back on s job of some kind—and then how long does
he have to work before he 1s again entitled to participate in the fund?

Mr. LrisersoN. He cannot draw more than 16 weeks in any 1
calendar year. That is what it does mean.

Senator HastiNas. Does it give him, for instance, if he is on for
1933 for 16 wecks and beginning January 1934 he has not yet got a
job, does he go on? .

Mr. LeisersoN. He does not go on unless ho in the meanwhile
has gotten work agnin after his 16 weeks and payments have been
made in his behalf. .

Senator HasTings. How long would he have to be on again before
he would be entitled to his 16 weeks?

Mr. LeisersoN. After that he could draw 1 weok’s benefit for 4
weeks' payment.

The Cuairman. Let me ask you, Doctor.  Did you say this bill
passed the house but did not pass the senate in Ohio?

Mr. LeisersoN. Yes, sir. . .

Tho Cuatrman. It was agitated for quite n long while, wasn't it?

Mr. LemsensoN. Agitation began early in 1031, A bill was intro-
tlfucgd, it was not passed, and a commission was appointed as a result
of that.

Tho Cuainmax., Was there very great opposition to it in the State
which caused its defeat? . .

Mr. LzisersoN. There was opposition to it.

The Cuairaan. From what sources?

Mr. Leiserson. Tho employers of the State objected to it, most of
them. I may say in that connection that most of tho support camo
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from the wago f¢niners and from the professional classes and social
workers,

The Cuairmax. They were Eer{ectly willini; to pay their part?

Mr. LziisersoN. The State Federation of Labor, the Ohio State
Federation of Labor, went on record in favor of the employees’
contribution. I may say, while we are on the question, that tEis Fed-
cral bill of course puts the entire premium on the employer and makes
it a tax. But the intent of this bill is to have a cooperative scheme
between the States and the ¥ederal Government but which essentislly
this tax or payment will be levied by the States and the money used
for the unemployed of the States, that the States will pass their own
bills. Assoon as a State passes its own bill and makes the premium
3 percent, that equals the Federal tax and then that cancels the lia-
bility to pay the Federal tax.

The Cuamrmax. Let me ask you this question in that connection.
This bill carries with it a 3-percent tax unless conditions should
change, and then on the index of prices and improvement it might be
shifted. Suppose Ohio should come in and put the 3-percent tax on,
but 1 pereent of which should be paid by the employee and 2 percent
by the employer. Then the employer could not claimt a deduction or
u credit, could he, thoe 00 percent share in the bill?

My, Leisersox. I do not know what the phrascology finally reads,
but under the language that was approved by the committee, it was
understood the employer could if a State enacted a bill with the
employees’ contribution for say 1 percent, that he conld use all of that
#3 against the tax,

The Cnairmax. Will you investigate the bill and let us know as an
expert whether or not that is carried in the proposition?

Senator Hastings. It is perfectly clear that the tax is laid upon the
employer and le is entitled to deduct whatever he has paid to the
State for a similar purpose out of the tax.

The CHairmaN, Up to 90 percent.

Senator Hastinos. Up to 90 percent. So that if he had paid to
hist State, 2 percent instead of 3 percent, he could only take off
two-thirds of it instead of three-thirds.

Mr. LeisersoN. But he could not take off the employces’ contri-
butions.

Senator Hastings. No; not at all. That is very certain.

The CuairMaN. What I am curious about is the statement that
the committee agreed uron another proposition.

Mr. Leiserson. I will tell you what we aFreed upon when we dis-
cussed it. Yo wanted to leave this matter of the insurance to be held
by the States, and whatever our own opinion may be with respect to
employees’ contributions or to other matters—waiting periods, or
3 percent or 5 percent or whatever it was—we did not want to have
the Federal Government impose its ideas on that of the States. The
States were to be frce to adopt a pooled insurance fund like OQhio or
the Wisconsin plan, not pooled with separate accounts if they wanted
to, they could have contributions or not. That was what we agreed
upon. We wanted to leave the States free to have a contributory
scheme if they so desired, or not to have it if they so desired. But
my-understanding was that if a State had it, the employer could
deduct also for the 1 percent, but the question did arise as to whether
it would bo légal for him to deduct 1 percent contribution that the
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employee made from the tax. That, I do not know. But our under-
standing was that we wanted the States free to have either plan if
they so desired.

n inquiry I find that the bill clearly would permit employers to
deduct only 2 Sercont, if that is all they paid to a State fund and the
employees paid the other 1 percent. at is to say the employers
would have 2 percent remitted from the Federal tax and would have
to pay 1 percent to the Federal Government.

he CHAtrMAN. [et me ask you this question under this tax. Of
comrse we have sot up some agencies that are in competition with
some private institutions, such as the T. V. A., and such as the
Mississippi Barge Lines, and so forth. Are those exempted from this
tax, or is the tax imposed?

Mr. LeisersoN. Governmental authorities are exempted, you will
find, in the definition of ‘‘employer.”

The CramrMaN. You would construe then that tho Mississippi
Barge Line, which stock is owned by the Government but which runs
in compotition perhaps with other barge lines——

Senator Kine (interposing). And with the railroads.

The CurAirMAN. And with the railroads—that they would be
exempt from the 3 percent. Is that your construction?

Mr. Leiserson. Under the language as it is worded, I think they
would be exempted, but I do not see any particular reason why they
should be exempted.

Senator Carper. Doctor, isn’t it probably true that when this
s[v]'stem of unemployment-insurance gets started and gets going that
this charge or tax that we are discussing, whether it is 1 percent or
3 percent, will be passed on by the industry, by the employer, to the
consumer and to the public? . .

Mr. Leiserson. It will if the entire matter is a cost, but if as a
result of it the employee stops soldiering on the job to lengthen his
job, even though he pays the 3 porcent he will gain that much and
perfmps morg, so that it won’t need to be passed on. That is just a
question of fact. Every private employer that has dono something
to guaranteo employment has found that the employees do produce
more work. They save inefficiency and reduced costs when the fear
of the employee of being laid off is taken away or at least partly
taken away by a measure of this kind. .

Senator Kina. Doctor, referring to the (]:Jesnon just propounded
by Senator Harrison, what justification is there for the Government
to set up instrumentalities to engage in what might be denominated
aa private business, barge lines, electric-light plants, and what not—
what justification 18 there to add further to the disadvantages of
%ﬁvate industries in competition with the (Government, that the

ovornment and its employees so employed should not bear the
burdens that are imposed upon private industries and private
employers? : ) .

Mr. Leisersox. If an industry or a project like the T. V. A. is
primarila 8 Government business and the Government is running it,
and the Government is the employer, I do not sce any reason why those
folks who work for the GQovernment in that capacity should not be
covered by the same moeasure. If, howover, these governmental
projects are designed to give work to the unemployed, and they aro
temporary, emergency measures of that kind, they are part of a
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public-works project for relioving unemployment, then you have got
another picture in the situation.

Scnator Kina. That may not be said of a barge line, though, which
has been operating for years and seems to have all of the immortality
that comes with Federal bureaus.

Mr. Leiserson, 1 do not see any reason why thoey should not, ex-
cept that in the Government service gonerally, where people have
civil-service protection, sick leave, and other tlungs of that kind, they
are not laid off by the hour or by the week, and there is a different
problem there that you might want to handle in a different way, but
ordinarily I think everybody, whethor Government employee or any
other, ought to be covered by a measure of this kind.

The Cuairmax. Of course we have a Federal law that Federal em-
ployees may come in and contribute, and so forth. It may be that
under these institutions that they might come in the other way, but
I can see some unfairness in not imposing a tax on such projects which
compete with private business.

Senator HasTinas. Take the navy yard and the Public Printing
Office, those people are laid off when the work is slack, and they are
just as badly off as anybody else.

The CrairMaAN, The Government Printing Office employees take
this other insurance.

Senator Couzens. Not the navy yard workers?

The CuairMan. I do not know about the navy yard workers,

Senator Hastings. Unemployment insurance?

The CuairMaN. Yes. .

Senator King. Doctor, this will not interfere with your line of
thought. Obviously, in the study of this question, you have looked
into the system of unemployment insurance as it operates in other
countries. Taking into account as f\:ou obviously would, the differ-
ences in the econontic and perhaps the political and social conditions
prevailing there and in the United States, what would you say as to
the result of the system? Has it been satisfactory or reasonably so,
and if so in which country has it been most satisfactory and under
what s_\i?lem have the most satisfactory results been secured?

Mr. LeisersoN. Of course, there are different forms of unemploy-
ment insurance and unemployment relief in the different countries,
Also the situations in the different countries are altogether different.
* On the whole, in iy judgment, the British scheme has more than

proved its vaiue, and ell groups of people in England, employers
employeces, public men, all agree to that. But you must un orstand
that when we say it proves itself, if you think of unemployment
insurance as the remedy for the whole problem of unemployment, it
is not, and no gorson who is sane will think that unemployment insur-
anco is a remedy for unemployment. If you have fire insurance, it is
not & remedy for fires, it is just to help people who suffer to avoid
some of the sufferins. Similarly with life insurance.

The proventivo side of the picture is an altogether different thing.
For unemployment you have to have very many remedies. It is not
only one problem. As a matter of fact, some people are unemployed

ecause of industrial accidents. If you look over the industrial
accident laws, the workmen's compensation laws, they are not
compensation for accidents, they are compensation for unemploy-
ment dus to dccidents. If I work at a machine and the machine
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chops off my toe, I do not get insurance for the value of my toe. If
on account of that accident I have lost 20 weeks of work, the law in
Ohio provides for example—imost of the laws are the same—first I
get medical treatment and then I get 60 percent, in some States
two-thirds, of the wages I lost during the 20 weeks because 1 could
not work. That is unemployment insurance due to accidents.

Senator Couzens. But at the same time, it has had the effect of
reducing aceidents, has it not?

Mr. LeisersoN. At the same time, one effect of it, in varying the
premium—when after some experience and the premiumn was varied
so that the people who had more accidents (l)md higher rates than
those who had fewer accidents—then it had the effect in a good
many industries of reducing accidents. But when you look over the
figures over a long period of time, it is questionable as to how much
in the way of reduction in accidents has really been accomplished,
because the accidents move up and down too, but there is no question
about it that when you have a merit rating scheme under an accident
law, that employers get busy and introduce safety departments for
the purpose of reducing accidents, and many industries have made
really marvelous accomplishments in the way of reducing accidents.

Senator CouzeNs. So that they are really not inseparable are they?

Mr. Lriserson. Beg pardon?

Senator CouzrNs. Insurance and the prevention of accidents are
not inseparable?

Mr. Lrisenson. Exactly.

Senator Couzens. You tried to demonstrate a while ago that
insurance and the prevention of accidents were two separate things,
but they are not entirely separable?

Mr. Lrisenrson. No. I think not. In our Ohio bill, we provided
that after o period of 3 years, during which the 3 percent should be
collected, an investigation should be made with the 1dea of classifyin
industries and groups of industries and a merit rating scheme worke
out.

Senator Hastinas. I was going to ask you about that.

Mr. LuisersoN. On the basis of which those who have a higher
unemployment rate will pay a higher rate and the other a lower.
We discussed varying the rates at that time from a minimum of 1
percent to a maximum of 34 or 4 percent, but that was only to come
after we had enough experienco. The same thing was true with the
workmen’s compensation, I happen to have worked for the first
workmen’s componsation commission in New York State in 1909,
the so-called “Wainwright Commission”’, that introduced the first
bill, which was later declared unconstitutional, and the argument
against it was exactly as many employers claim now, that it is not
insurable—you do not have enough data on it—all of which was true,
because until we began to insure we had no accurate data, because
nobody was accurately reporting accidents.

After a few years of reporting accidonts, under the insurance scheme,
we were able to work out a1l sorts of classificd rates on a merit rating
basis, and I should say any unemployment-insurance schemo that is
not worked out on the basis to stimulate prevention of unemploy-
ment is bad, and we have to work out a scheme and we think out
Ohio plan, and so do the peaple in Wisconsin think, that their plan is
designed to stimulate attention to the problem of prevention. .
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Nevertheless, we liave to bear in miad that the problem of pre-
vention of unemployment is not the individual employer’s problem
in the main. He can prevent unnecessary unemployment that comes
from the fact that materials are not ready when they ought to be
there, or from irregular buying seasons or things like that, or bad
management in one way or another, and when he has to pay sonie-
thing more, he will give more attention to that; but he cannot pre-
vent unemployment that is due to financial or international causes
or anything of that kind. That would have to be dealt with by
industries as a whole and by the Nation as a whole,

Senator Couzens. When you studied that problem, Doctor, did
you g’ive sny consideration to a guarantecing of a minimum annual
wage!

Mr. Leisenson. Yes, sir.

Senator Couzens. Is not that a great step toward the stabilization
of employment?

Mr. LeisersoN. Very much so, sir, In fact, I worked on one of the
first of those that was used. In the ladies’ garment industry in
Cleveland, which is a very seasonal industry, along about 1919 an
agreement was made between all of the employers in that industry in
the city and the organization of employces by which a guaranty of
40 weeks was given, and it had a good deal to do with stimulating
steady work there, but of course when this depression chme along
that whole thing disappeared.

We do provide in this bill that States may, in the bills that they
pass, provide for guaranteed employment plans as one method of
dealing with that or for individual reserve funds as a means of center-
ing the employer’s attention on his own emplo’yment, and we wanted
to leave tho States free to experiment with such things if they desired
to.

The Cuairmax. In this bill, so fur as the unemployment insuranco
features aro concerned, there is no sug%cstion of coercion upon the
pim, of the States, they are loft perfectly free to do with it as they
please.

Mr. LrisersoN. Exactly.

The CuaiamMaN. We do impose this tax, though, from the Federal
standpoint and they get the credit?

Mr, LEISERSON. N agr Isay a word on that? Some criticism before
the House Ways and Means Committes where 1 appeared has been
dirccted against this bill because it does not provide for a national
insurance scheme, or because it does not provide for a so-called
“national subsidy plan.” ‘The reason it does not provide that is for
the reason that you have mentioned, Senator. It was the judgment
of the committee that at this time it is not desirable for the National
Government to lay down standards of unemployment insurance for
all the States, You take the 3 percent—ifl we in Ohio found that 3
percent would work out, as this report showed it would work out,
3 percent in the State of Kansas won’t work out that way at all,
because you have got different risks—you have got different numbers
of employces, different oxperience with unemployment, and at this
timo it is not Eossible to say what one rate will brin§ in sl of the
industries in the country. Therefore, the purpose of the national
3-percent tax:is really to meet only one situation. The National
Government is‘called upon to pay out great sums of 1noney in doles.
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There is no way of avoiding it if you make no other provision for
unemployment. The National Government therefore wants tostimu-
late the States to provide for their own geople, in their own way, and
one way is unemployment insurance, and it is not the only way. The
National Government may want to stimulate them to havo public
works for the unemployed, it may want to stimulate them to do
various things that are remedies for unemployment in addition to
insurance. It has already stimulated them to establish public em-
ph')f'menb‘bureaus. That is another remedy for unemploymeont.

he main reason that we have not been able to get more State laws
enacted than the one in Wisconsin is that the employers, and properly,
say, “‘If you put this tax on us in the State of Ohio and the same
industries over in Kentucky do not have it, we will be at a disad-
vantago in competing with them.” Personally I do not think that
that is & sound economic argument. It has some merit, but——

The CrairMAN (interposing). It has a good deal of force.

Mr. LeisersoN. Yes, there is a good deal of force in it.

The CaAIRMAN. Do you think that if the Federal Government
should lay this 3 percent generally over the country, that that would
take a good deal of that argument away?

Mr. Leiserson. It will take all of the argument away, and we
can say then to the employers, ““Now, your argument before”—that
was one of their main objections—we can sa{, “Your main objection
before was the disadvantage that you would be put to in competition.
That is taken away.” And in addition to that, many of these em-
ployers have said, “We would like to do it but we cannot because of
the disadvantageous position we would be in.”” "Thsrefore whon we
show them that they will have to pay the tax anyway, and competitors
will, that objection will be removed and they wiil go along with
State laws which many of them have said they would like to have if
thoy could.

The CuairMaN. 1ot me ask you, Doctor. Of courso in certairn
industries—J think you pointed it out proviously—they employed
moro people than they do in another industry, For instance, in the
textile industries they employ perhaps more than they would in the
steel industry in proportion to the amount of profits and the capital
invested. Have you given much thought to that proposition as to
whother or not the 3 percent might be too heavy on some and not too
heavy on others?

Senator HasTiNas. Bofore you answer that, let me make this
suggestion. Thore are a great many industries whero the pay roll
is tho largest part of tho cost of the thing, too.

The CsairMaN. That was what tho idea was thet T was trying to
convey. ‘

Mr. Leiserson. Wo have given thought to that. My own judg-
ment is that 3 percent, when industry gots back somewhere near
normal, when it gets to say 95 percent or somowhere around 80
percent of the 1020 lovel, that 3 percent is & minimum that all indus-
tries ought to afford, that beyond that, other industries may be able
to afford more, but I would not put it on the basis of being able to
afford from & profit point of view. I would putit on the basis merely
that if ono industry has a large amount of unemployment, that it
o;l(fht to pay more because it 1s part of its cost. Another one that
reduces;unemployment, it ought to pay less. The moment you con-
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sider the income or paying capacity of an industry, you are getting
awafy from the principle of insurance. .

If you want to deal with the problem of unemployment by taxing
Froﬁtable industries or by putting heav{ income taxes or anything
ike that upon them, that is one method that some people beliove is a
proper way of dealing with the problem, but it is not insurance. Just
the same as many people believe in public works for the unemployed.
The moment you are thinking of insurance, you have got to have your

remium paid at the point where the risk is, and the risk is right there
in the industry on the job. Personally, I think that is the only sound
basis, the theoretical point of view is to have the employer pay the
entire cost. Economically you eannot justify an expense for waiting
to go back to work that way, by putting the burden on the employee.
Not that way. . .

The argument for contribution is put on the basis that administra-
tively it is desirable to have the employee have some interest, however
small, that he has contributed to the fund. In the first ‘s)lace you then
know by his own contribution that this fellow is entitled to insurance.
That isin the first place. In the second place when they are distribut-
ing the benefits, if the employees think that it is the employers’
money that is being distributed, they do not care what happens to it,
but if it is some of their own money, then they will be very ‘“hard-
boiled *’ with fallow workers who try to take advantage of the fund in
an¥ way. . . .

he third reason is this, in administering unemployment insurance
funds, you have to have focal administration. Around the employ-
ment office tho whole thing has to center. The employee when he
is out of work goes and registers at an employment office. He does
not count as unemployed until he does register at the employment
office. If a man is laid off and goes off on vacation for any reason
and does not refister as uncmployed at the employment office, his
unemployment does not begin until that day. At that employment
office there is a waiting period of 2 or 3 or 4 weeks—whatever the
States will make it, no standard is set in the Federal law—during
which the employment office tries to find him a job and he tries to
find a job. At the end of that period, the director of the employ-
ment office must certify that this fellow really cannot get another
job, that the employment office has tried every way and he has tried.
hon he is unemployed and he is entitled to benefits, but he may
have a difference of opinion with the director, and so in Ohio the bill—
and most of the bills have been framed in the same way—you have
a joint committeo of employors’ representatives and employees’ repre-
sentatives to pass on those disputed questions as to whether a person
is entitled or not entitled to benefits.
_ I think it is important that the employees should be represented
in their own right on such committees. Therefore if they put a little
money in it, it is in their own right and they will have a little more
right to sit there. I do not think that is necessarily a complote argu-
ment, because the employee does contribute in suffering and the
loss of employment himself anyway, and there is a good desa) to be
said on that side. Theoretically the industry should bear the cost
for that kind of unemployment, and if it cannot be absorbed in the
ordinary cost, be passed on to the consumer. For administrative
and practical reasons, a small contribution by the employee might
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be desirable, but we say let us not pass judgment on that once and
for all, let us leave that to the States to work out whichever seems
to be best:in their judgment, and the State legislators can decide
that for themselves.

Senator King. In your Ohio bill, you provide for employees’ con-
tribution?

Mr. LeisersoN. Of 1 percent.

Senator Kina. And that was endorsed by the American Federation
of Labor?

Mr. LeisersoN. Yes, sir. :

Senator King. There is a sort of a moral reason as I gather your
argument.

Mr. LrisErsoN. Mainly moral and administrative.

Senator Xing. It gives them an interest in the fund and they will
be more careful in its disposition.

Mr. Leiserson. Well, thero was one other reason. At the time
wo framed this bill in 1931 and 1932, employers generally who favored
these things said that 2 percent was all that they could afford and 2
percent would not bring enough in the way of benefits, and we thonght
an additional 1 percent would help, although it probably would not
be possible to get more than 2 percent from the employer.

Senator Brack. Doctor, may I ask you a question or two on that?
1 understood you to say that evontually of course it was passed on to
the consumers as a part of the cost. That is correct, isn’t it?

Mr. LrisersoN. All costs of an industry, of course, must be passed
on to and paid by the consumer.

Senator Brack. Of course, if the contribution should be made en-
tirely by the employee of the particular industry, that cost would be
spread out on the employees of that particular industry only and no
one else would contribute. That is correct, isn't it?

Mr. Leiserson. If it were entirely by the employees, yes.

Senator Brack. But when you simply make it an om(li) oyers' pay-
roll tax or sales tax, which is what it 1s, then it is spread out beyond
the employees of the particular industry, all of the farmers, to all of
the people in the Nation who buy the goods, and it is spread' outon a
broader base, isn't it?

Mr. LeisersoN, Oh, no;if you made the tax on the employees only
of any industry, and if those employees worked making farm tractors,
the farmers would pay the cost of that even though the employees
made the contribution.

Senator Brack. Let us see just 4 moment about that. If the em-
ployees of the tractor manufacturing company had & fund of their
own, paid for out of their wages, which was not placed as a tax on the
companies, that would be an employees fund and not enter into the
costs of tho company, would it?

Mr. LeisersoN. It would only if one employer or one group of
employees of an employer set that up on a voluntary basis. If how-
ever it was compulsory on all omployees, say in tho tractor industry
themselves to contribute 1 percent, within a very short time the wages
of that industry will have to go up-to include that 1 percent, and that
would be passed on to the consumer,

Senator Brack. That might or might not be true. Theoretically
that is the position you assume. ;

Mr. Leserson. 1 will tell you when it would be and we will both
be right. On the upward movement of the business cyclo it would bo
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passed on, on the downward movement they would take that out of
the employces, and some more, . . o

- Senator BLack, What I am getting at is this: According to the
theory then, that you have, at least a ;f)art of the time, which ever
method is adopted, of the emﬁlo{v’ver or of the employee, it eventually
i spread out on all of those who buy consumable goods in the Nation,
That is correct, is it not?

Mr. LeisersoN. Yes,

Senator Brack. That being true, let us go back for a moment to
the suggestion you made and the answer you made to the argument
for a national subsidy. A national subsicy iou said, one argument
against it was—I jotted it down and I think I have it correctly—
was because it was not deemed wise to impose national standards.
Of course it is not absolutely essential that we adopt national stand-
ards in a broad sense in order to have a national subsidy, is it?

Mr. LEsersoN. Not necessarily, no; but the J)eople who argue for
the national subsidy, for instance Mr. Green said the reason he wants
the national subsidy is because he wants to make sure that the
waiting period shall not be more than 10 days or 2 weeks, that it
must be a pooled insurance fund and it cannot be like the Wisconsin
plan, that there must be no contribution whatever by the employee
and he gave a list of the other standards that he wanted in, which he
said you could impose when you had this subsidy.

Senator BLack. We could impose it under this bill if we wanted to,
couldn’t we? There would be no trouble in iraposing those standards
in this bill, would there?

Mr. LeisersoN. Yes; you could impose those standards but if
you did you would not have the States adopting the law. You
would defeat your own purpose. For instance, if the State of Massa-
chusetts which has a strong feeling—they had a commission like ours
in Ohio—they thought we in Ohio were wrong, that we ought to have
a scheme like the Wisconsin law, If you impose the standard which
you mention on Massachusetts, Massachusetts would pass no law.

Senator BLack. You think then they would lose their 3-percent
tax rather than do it?

Mr. Lriserson. I think so.

Senator Buack. That would be a pretty big loss to the State of
Massachusetts, wouldn't it?

Mr. LrisersoN. It depends on what you are going to do with the
3 porcent tax.

Senator BLack. You propose to tumn it over to the Federal Govern-
ment, do you not?

Mr. LeisErsoN. Yes.

Senator Brack. And that is a power or a force which you hold
over the head of the reople of the State of Massachusetts and would
be a very substantial money loss to them if they did not pass the

aw,

Mr. Lriserson. That i3 correct,

Senator Brack. So that that in itself would be a sufficiently strong
argument to at least be very persuasive that they had better adopt the
standard suggested.

Mr. Leiserson. It might overcome their objection to it.

Senator BLack. The point I am getting at is that the argument
that you sug'%est. that about national standards, is certainly no
reason not to have a national subsidy system, is it?
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Mr. LeisersoN. I would say that it is not the only argument.
You can huve even with the first plan—I think you are entirely right—
even with the present plan you could put the standard in or not
put thestandard in. You could have a national subsidy scheme with
no standard, just as you say, but I would not agree that it is not an
argument because you could not turn over the money——

enator Brack (interposing). It is not the only argument?

Mr. Leigerson. No.

Senator Brack. Then let us go just a step further. Then as a
matter of fact there is not any question in your mind but that this

“employers’ tax will be borne by the buyers of consumable goods?

Mr. LeisersoN, In the end. -

Senator Brack. The buyers of consumable goods in the main, in
volume of money spent and the number of people buying the goods,
is the greatest proportion of the people of this country of small
incomes.

Mr. LiesersoN. That is right.

Senator BrLack. Therefore it means this tax will be in the main
placed on the people with small incomes, does it not? There is no
escape from that, is there?

Mr. LeisersoN. The greatest amount of the money will come from
the ﬁeople of the smaller incomes because that is where most of the
purchasing power is. That is true.

Senator Brack. Certainly, If we had a national subsidy system
with the method of raising taxes that the Federal Government can
have on excess profits, on excess incomes and excess inheritances, we
could shift a part of that burden to the larger incomes and thereby
actually increase the aggregate purchasing power of the people with
the small incomes, couldn’t we?

Mr. Leiserson. Well, I would not agree that we could, but I will
agree this much, that it may be desirable, Senator, to have taxes on
largze incomes, inheritances, and so on. When you put your tax
burden there, you do shift the burdens of government from the great
mass of purcfmsers to the fewer that have more of the wealth. You
are helping to redistribute wealth.

Scnator Brack. Income.

Mr. LeisersoN. And income; both. All right; I agree with that,
but when you are doing that, if that is what you want to do, do it,
but do not pretend that we have anything like insurance when we
are doing it.

Senator Brack. I heard that argument a moment ago. Let us
get back to that. Theoretically you say that vou cannot have in-
surance unless it is paid exactly by the method you suggest. Insur-
ance comﬁanies do not always require the insurance premiums to be:
paid by the man who dies, do they?

Mr. Leiserson. No.

Senator Brack. Does it cease to be insurance because somebody
else pays the premium?

Mr. Lesenson. In this case, for instance, we do not have the
workman himsclf, he may not pay the insurance, but the employers
pagetho percentage according to the rate and the pay roll.

nator BLack. Would it cease to be insurance because if for in-
stance you took 50 percent of that premium and took it from higher
income taxpayers and excess profits, instead of from the small incomes
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of the fI‘{:&%ion? Would that prevent it being insurance if they paid a
part of i

Mr. LeisereoN. I think it would, Senator; because it wou'd be
taking money from a place where the risk is not located and paying
it over to people who are unen’;yloyed 80 that you would have no
reason for distinguishing the different kinds of unemployed people
wherryou gave them money that way. -

Senator BLack, Why is the risk not located in the large-income
taxpayers and the excess-profits people. What happens to their
business if Iv‘ou reduce the purchesing power of their consumers?
Don’t they have a risk and aren’dethey.gres
interested as anybody in A€

Mr. Leiserson. K

Senator BLack

Mr. Leisersgf.

t be insurance,
nheritance taxes, &

rove, pur-
inciple I do not
as soon §s you

hey are not working and premjums g
hink they noed.to be taken.cgp
ple it is perfectly &l gight to get your money _

ut to mix such people UPrrang, ¢ horet$, and people who for
some reason, either mental or pRYEIEAT or moral, cannot hold a job
steadily enough to make enough paymeats or to have enough pay-
ments on their behalf to insure themselves—to mix all of them into
one group that gets unemployment money, it becomes what they
have discovered in Europe to be an important distinction which they
bave to make—it becomes unemployment assistance or relief act
and not an insurance act. .

hSenator Brack. I understand there is quite a difference between
those two. . .

The CaairMaN. Doctor, and Senator, one question. Professor
Brown, of Princeton University, is here. 1 really wanted him to ﬁt
back, because I do not want to f:eep him here from Princeton and his
work. Would you mind_desisting now and let us take Professor
Brown and get through with him? . :

Mr. LetsersoN. 1 will be very ihd to lget a little rest m(fse,lf.‘ .

The CuairMaN. Tomorrow we have Mr. Graham, president of thé
University of North Carolins, and who was chairman of the advisory
council. "We should like to take his statement at 10 o’clock fn the
morning.

For such

in - their behalf. . e
fthe way you say,
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Senator Kina. When will the present witness resume?

The CuairMaN. Monday morning, Doctor Leiserson?

.l\l{r. Lrisersoxn. I will be glad to come whenever the committee
wishes.

The CHairmaN, You have made a very splendid statement, Doctor.
It has been very helpful.

Mr. LeisersoN. Thank you, sir.

Senator Hastings. Somehody said there had been a brief prepared
as to the constitutionality of this act. Are you familiar with it?

Air. LeisersoN. No; [ am not.

Senator Kixna. Do you know who prepared it? That is, if any was
prepared? .

Mr. LeisersoN. The representative of the Attorney General that
was on the technical board was Mr. Holtzoff. He would be the one
who would be handling that question.

1 should like to say before closing that one of the reasons that I
personally am for this State law rather than one Federal law is that I
am interested in getting the priaciple of the thinf established as soon
as possible. No matter what act is passed, it will have to be tested in
the courts, and vou get opinions on all sides as to constitutionality.
If however you adopt the plan which will enable some of those 44
legislatures that are now meeting, to enact laws in their own behalf,
standing on their own feet, even though this Federal tax should be
declared unconstitutional, if New York, Ohio, Pennsylvania, and some
ather States passed their own State laws, the Federal tax unconstitu-
tionality would not affect their action, because taken on their own
sovereignty rights. We may have half a dozen or more States enact
such laws now, and that in my judgment would be much greater prog-
ress toward gettinF something in the way of security for unemploy-
ment then we would even if we adopted a national scheme right away.
It will take 10 years to work it out.

Senator Brack. I want to ask just one question on that. The
quickest way to get the States to do it, and the way that has been
held constitutional in connection with Federal aid, the quickest way
to do it is to offer them an inducement to do it by a Federal subsidy.
There is no question about that, is there?

Mr. LeisersoN. I am not prepared to say that a Federal subsidy
would make it any quicker than a 3-percent tax. I am not prepared
to say that that would happen.

Senator BLack. I-thought you would, because a while ago you said
that you were afraid that they would not take this plan if we imposed
standards?

Mr. LesersoN. I am not sure. Of course, subsidies do help them
to accept money; there is no question of that.

Senator Brack. That has been upheld by the Supreme Court,
hasn’t it?

Mr. LeisersoN. That is true.

The CuairMaN. Dr. Leiserson, we will want you here when we get
ready to go over these various paragraphs on unemployment insur-
ance, so that you can w?lc]plain each one as we go along.

Mr. Leisersox. I will be at your service.

The CrairMAN. If there is any further addition to your statement,
I wish you would furnish it, so we can carry it right along in that. ~
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STATEMENT OF J. DOUGLAS BROWN, DIRECTOR INDUSTRIAL
RELATIONS SECTION AND PROFESSOR OF ECONOMICS,
PRINCETON UNIVERSITY, PRINCETON, N. J.

The CuairmMan. I understand you are professor of economics at
Princeton University?

Mr. Brown. Yes, sir.

The CuairMaN. And that you were on this technical staff that
helped to draft this legislation?

Mr. Brown. I was not on the technical staff, sir, in the sense of
the technical advisory board of which Mr. Leiserson is a member,
but rather, I was one of three or four persons that were on what you
might call the “full-timestaff*’ connected with the Cabinet committee.
In my own case, however, I retained my full-time position at Prince-
ton and came down in a consultative capacity one or two or more
days a week,

The CHAlRMAN, Was this advice more particularly to the old-age
pension or unemployment insurance?

Mr. Brown. It was on old-age security.

The CraimrMaN. That is what you have specialized in?

Mr. BrRown. Yes, sir.

The CaalrMAN. All right; proceed.

Mr. BRowN. I may say in connection with that work that I was
associated with Mrs. Barbara Nachtrieb Armstrong, who is professor
of law in the University of California, and with Mr. Murray W.
Latimer, who is chairman of the Railroad Retirement Board, and theat
the work continued from last August until the present time. In tue
course of that time, we not only conferred with the various persoas
enumerated in the committces advisory to the Cabinet committee,
but with many other persons. Also in my own work at Princeton for
some years I have been in touch with industry and with trade unions
in connection with these problems of pensions and old-age security,

Mr. Chairman, I would be glad to know how much time you would
prefer to have me take? I can adjust myself to your convenienco.

The CrAIRMAN, What is your statement?

Mr. BrowN. I have a statement here which would take perhaps
20 minutes.

The CrAlrMAN. Very well; you will proceed, please. .

Senator Kixa. I think it might be well, Mr. Chairmen, to let the
goctor finish his statement, and then we can ask questions, if you

esire it.

Mr. BrowN. In the development of the old-age security program
recommended by the Committee on Economic Security and incor-
porated in the present bill, every possible principle or method of meet-
1ng the problem was considered. Not only were techniques and exper-
ience under public and private programs in this country thoroughly
analyzed but techniques and experience in every important foreign
- country were studied. The recommendations arnved st are the result
of the combined thought of a large number of technical experts, busi-
ness men, labor leaders, and governmental officials—those formally
recoﬁnized in the committee’s report and mauy others.

The staff technicians who have been moat directly engaged in devel-
o%ing theso recommendations realize more than anyone else the impos-
sibility of srri¢ing at perfection in the construction of a program of
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such vast dimensions, no matter what care is exercised. A social-
insurance program must evolve—not come forth full blown. We feel
strongly, however, that this program of old-age security has reached
tho legislative stage of evolution and, with alterations and adjust-
ments you may deem fit to make within the general framework of the
plan, is ready for enactment. The next stage of evolution is only
possible after a permanent social insurance autherity is established
and opergting experience develops. An old-age insurance program
requires a generation of experience to perfect. To postpone the initia-
tion of the operation of the plan likewise (fostpones not only the attain-
ment of self-reliant security for the aged but the availability of more
exact knowledge and experience related to American conditions.

The program arrived at is constructed of three parts:

A A coogerative Federal-State plan of old-age assistance to those
now old and in need, or to those becoming old in later years without
the advantage of adequate insurance protection.

B. A Federal plan of compulsory contributory old-age insurance
to provide a means whereby employed workers with the help of their
employers may insure themselves against dependent old-age and lift
themselves through thrift up from the level of dependency on public
or private charity in old age.

8. A Federal plan of voluntary old-age annuities to provide self-
employed persons such as small shopkeepers and farmers a means
whereby they may make secure and economical provision for old age.

While closely related in purpose and effect, these three parts of the
general program must be carefully distinguisfmd. The first is old-age
reliof on the best possible basis—Dbut still relief. It necessarily involves
the needs test and normally the limitation of the assistance given to
that sufficient for decency and health, The second plan is eatirely
distinet in operation. It is insurance, not relief. It is contributory
and contractual and affords an annuity as a matter of right. It applies
to all manual workers and to other employed persons receiving less
than $250 a month. The amounts paid to the aged are related to
contributions made to the fund, not to need. The third plan is also
distinct from the other two. IWhile it is insurance like the second
plan, it is voluntary not compulsory and is intended to assist self-
empfoyed persons not covered under the second plan. The insured
person alone contributes under this Elan—no employer since there is
no employer—and the snnuity payable 1s deternuned by the number
and amount of the contributions paid in.

The first plan is intended primarily to meet the urgent need of
persons now old. Tt will need to be continued not only for the next
generation while the contnbuto&y insurance plan is gaining momen-
tum but after that time as a residual plan—a second line of defense—
to protect those persons who for any reason have not been included
a sufficient period under the insurance plan to provide for their old
age and who are facing destitution.

The second and third plans complement each other, one covering -
employed. persons, the other self-employed. 1t seems necessary to
have the third plan to assist the provident farmer, small shopkeeper,
and housewife to provide for old age in a relatively easy and safe way.
With these three plans we beliove provision is made for both the
present and the future, and for both the wage earner and the self-
employed person.
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I would like to use my time to explain briefly the reasons why those
of us on the staff of the Committee on Economic Security concerned
in the formulation of the old-age security program arrived at certain
important principles later incorporated in the recommendations and
the bill. I shall confine myself to the compulsory old-age insurance
plan, the second plan, and that incorporated in title III and title IV
of the bill, I will state the main reasons for our recommendations
in outline form but shall be glad to elaborate on these reasons if you
desire me to do so. .

In the first place, the contributory contractual plan uses the
method of thrift to protect workers in their old age rather than the
needs-test relief which may in time discourage thrift. .

Second, it affords a facility for saving for old a§e which, provided
by the Government itself, avoids the dangere of bank failures, of
losses on securities and real estate, or of other means of investment or
of hoardin%(

Senator Kina. Pardon me; what title did you say that was?

Mr. Brown. That is the old-age insurance part which includes the
tax E{:dvisiona in title III and the benefit provisions in title IV.

Third, it makes savings regular and automatic with a return as a
matter of right with compound interest in regular installments cover-
ingrthe period of need.

hat is the old-age period, from age 685 until the man dies.

Fourth, it avoids the prospect of dependence on children or other
relatives (who may themselves be in need) or on public relief subject
to a needs test.

Right through this plan we have attempted to provide a means
of lifting peo%lle out of need in old age by the method of contributory
insurance, which is in essence a facility in saving, in which the
employer, the employes and the Government cont,'nf)ute to provide
an annuity from age 65 until death. We have tried to provide as
far as possible that means of protecting people in old age rather than
having them go on relief subject to a needs test at 65.

We recommended that contributions be required of workers as
well as employers, and I will give you two or three reasons that lead
us to that conclusion. In the first place, by contributing, the indi-
vidual worker establishes an earned contractual right to hs annuity
through his own thrift. L.

Second, worker contributions increase greatly the amount of the
annuity which can be paid; would in fact double it. .

Third, through increasing the amount of the annuities, worker
contributions encourage the displacement of superannuated workers
and of minor children and women supporting dependent old persons
from the labor market, with a resulting increase in wages and earlier
promotion. =~ . :

We have in this country a very serious problem of the American
worker, not merely the worker 65 years of age and over, but 45 years
and over, and throughout in the studies made by the staff of this
committes, we have been looking to means whereby the protection
for the older worker under 65 might in some way assist the problem
of the worker over 45, We feel that by providing a uniform com-
pulsory retirement method, persons over 65 would be taken out of
the labor market. Likewise the em loKer would be encouraged to
take on the man 45 or 50 or 55, and thus to bring allditional men
into employment in their later years.

116807—35—19
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I might explain that further this way. Now you have the prob-
lem of the person seeking work BFEd 50 or 55, and the emploger realizes
that he will soon have the problem at 65 of laying that older man off
unless the company has a pension ﬁlan. If it has not, it lays him off
with no protection. However, if he has a pension ;Lfan, it will cost
him e considerable amount to take that man on if he is to provide
him with an adequate pension at 65. Under the universal pension
scheme, the insurance scheme, that employee throughout life would
have been building up his pension so that if unemployed at the age
of 50, the employer taking him on at that time, knows that he can
lay him off at 65 with an earned pension that will be adequate to take
care of him,

Seq?ator HasTtings. Your bill does not compel him to quit work
at 65

Mr. BrowN. No, sir. Just that the amount of the annuity does
not increase because of working after 65.

Then the reasons for employer contribution:

First of all, it provides an automatic method of mesting the de-
preciation charges on the human factor cooperating in production
similar to the usual accounting charges for depreciation of plant and
equipment.

Second, it makes uniform throughout industry a minimum cost of
providing old-age security and protects the more liberal employer
now providing pensions from the competition of the employer who
otherwise fires the old person without a pension when superannuated.

It levels up the cost of old-age protection on both the progressive
employer and the unprogressive employer. Likewise it spreads the
cost of the old-age protection uniformly over the concerns that em-
ploy more younger workers. Under the present situation, if a con-
cern is able to employ younger workers and lay them off by constant
turn-over in their thirttes and forties, in a sense they have no old-age
problem. They haveshifted it to someone else and to the community.
Other concerns which continue their employees until 65 are bearing
the cost, because both plant morale within the concern and com-
munity morale without will not permit those concerns to lay off those
people without pension at 65, so this plan levels the cost between
this first concern which has to contribute over against the second
concern which has already contributed through its own private plan.

As to Government contributions:

First. To buttress the guaranty of security there must be the
financial strength and the taxing power of Government. The final
security of any social insurance plan is the guarantee of the Gov-
ernment. i

Second. The payment of annuities larger than can he earned in the
earlier years of the plan may well be considered a public benefit and
has been so considered in practically every important foreign plan.
There are limits to the reasonable use of employment and earnings
taxes when used for a purpose benefiting the public as a whole.

Third. By Government contributions in the late years of the plan,
it is possible to avoid building up large reserves. Throughout our
study, we have found that we must face several important variables
in this 1Bl&n. One was to what extent the reserve could be built up
and still be kept within manageable limits. The second was the
incidence of the tax on the employer, how to adjust that so as to
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allow business to proceed with the least shock possible. The third
was to pay adequate compensation as soon as possible. This one
variable of large reserves becomes a factor related to Government
contributions. If contribution rates are raised sharply in the early
years of the plan, huge reserves accumulate. The problem of invest-
ing and liqmdatmf these resorves can be far greater economically
than that of a Federal subsidy in later years. If contribution rates
are raised sharply in later years, the worker then contributing may
receive upon retirement scarcely more than a return of his own con-
tributions, since the employer’s contributions will have been used to
pay back the amounts expended to supplement earlier annuities.

Fourth. The shifting of the incidence of the employment tax to
the consumer, which may take place, may become in time a regres-
sive tax that may well be supplemented by the use of funds drawn
from a profressnve income tax. 'The best time to draw upon other
taxes would, however, be in the later years of the plan.

In this way the funds accumulating in the early years will be used
to pay benefits in the early years; as time goes on and disbursements
come closer to meeting the collections, the Federal subsidy could be
brought in to make up for thoso early benefits paid to persons who
had been able to contribute but a brief time.

I would like to explain the reasons why the staff group recommend
the payment of the larger annuities than are earned in the early
years of the plan,

First. To obtain the social and economic advantages of contractual
annuities as soon as possible in order to secure the ‘‘lift” of self-
sufficing and self-respecting old age in our time and not wait until
kingdom come to obtain assured economie security for the aged.

Second. To avoid the ridiculously low annuities involved in paying
earned annuities only in the early years, which for a time might not
warrant the nuisance and collection cost of the tax.

Under the tabulations, a person contributing for 5 years only, with
an average wage of $100 a month, would receive 48 cents a month as
an earned pension, because interest factors as well as the small con-
tribution rate of 1 percent do not provide an annuity any larger than
that on a straight earned basis. Every other im%ortant industrial
country has paid unearned benefit supplementing that, makirg it an
amount large enough really to essist the person in his old age, and to
secure the displacement of superannuated workers from the labor
market as soon as possible. That is the third reason.

And fourth, again, to hold down reserves, because if you take in
money for all persons aged 20 to age 65, and 1n your first year of pay-
ment {ou only pay benefits to the one group aged 66, you will see
that the income far exceeds the outgo. You accentuate that if the
person aged 66 gets 48 cents a month, rather than $15 a month by
the payment of an unearned benefit adequate to take care of at least
part of his needs. Your disbursements increase faster and avoid the
accumulated huge reserve.

Next are the reasons for the maintenance of the lowest reserves
comgatible with safe operation of the system.

The first thing there is to avoid the undue diversion of funds from
the flow of consumer purchasing power, on the one hand, to capital
investment on the other. Theso funds are being taken from'a level
of income wheré normally they would be used practically 100 percent
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in consumer purchasing power. A small amount would be saved
but by and large you are taking these contributions from a level of
income which would otherwise be used for consumer purchasing power.
If you take those and pile them up in a reserve fund, they have to be
used either directly or indirectly in building up capital goods, because
they have to be put into something which will make them available
at some future time. We feel that to divert an undue part of that
consumer purchasing power into capital goods would be economically
undesirable.

Second, the accumulation of a large reserve may involve serious
complications not only in Federal financing through the necessity
of selling and repurchasing Federal obligations in huge amounts at
unpropittous times but may affect adversely the ecapital market.
Also large reserves may encourage demand for increased rates of
benefit and unwise use of funds for other fpurposes.

The history of police pensions and of firemen’s pensions and of
many other pension funds is that once relatively large reserves are
accumulated, the rank and file of the members do not sce any reason
why the benefits should not be increased. It is very difficult to
explain the actuarial principles involved. We were afraid that if
large reserves accumulated under the Federal plan, the same problem
would arise. Therefore, the recommendation to keep reserves as low
as possible to make the plan a pay-as-you-go plan.

Finally, the accumulation of large reserves may necessitate the
reduction of other Federal taxes in order to create new obligations
and thus, for a time, relieve the rich through taxes on lower incomes.
In other words, we have a pay-roll tax here which, increasing to a
larger figure, might require the creation of Federal ocbligations toinvest
that fund. In creating those obligations, the Government by so
much does not need to finance itself through other taxes but can
finance itself through bonds, so we may have the paradox of a con-
tribution from workers that might make possible the reduction of
taxes on higher incomes. . o

Next is the gradual stepping up of contribution rates and the
reason for that gradual stepping up of contribution rates. You will
notice that it starts at 1 percent for 5 years, 2 percent for 5 years,
and so. Many people feel that that is a very gradual step up, We
felt, however, that there are reasons for a gradual step up.

First, the gradual raising of the rates of contribulion softens the
impact of the new charge on both the employer who has no pension
plan at present and the worker and allows time for readjustments.

Second, to hold down the income into the fund until disbursements
are sufficient to avoid the accumulation of large reserves,

Third, a lower initial rate of contribution aids in the enforcement of
the tax, since coverage is secured and public support gained while the
cost of the tax is small. .

We felt that by starting with a 1-percent or 2-percent rate, the
. country could become accustomed to this rate of contribution. At
the same time, the fund does not need the money because of the
fact that we are retiring so few people on a contributory old-age insur-
ance plan, therefore, we suggest starting with a smaller rate, and after
10 or 12 years when it gets to be a customary charge on industry.
gradusally adjusting it to the actuarial standards necessary, :
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Finalll)l', very briefly, as to the enforcement of the tax: It is my
feeling that the worker will look upon this plan as in essence a method
of saving, with the employer matching his deposits. An interruption
in his record reduces the annuity on retirement not merely by the
amount of moriey unpaid but also by the reduction of the number
of contribution weeks in his record. Every employed worker by so
much has an interest in the enforcement of the tax and in reporting
evasion on the part of the unscrupulous employer.

Second, the use of a stamp book, especially in the case of smaller
plants, improves enforcement, since ecach employee can watch his
savings accumulate and can note and report omissions. .

Third, the employer who evades the tax is not only defrauding the
worker of his old-age protection but might be subject to fines and
reimbursement of the tax at penalty rates to the credit of the employee.

Fourth, the inclusion of domestic and farm labor while socially
desirable will increase the problem of administering the plan at the
outset,

These and many other aspects of the proposed contributory insur-
ance program have been carefully considered. The reasons here
marshaled are for your consideration. I know that I speak for the
technical staff which aided in the development of the recommendations
in expressing our desire to be of any help possible to the individual
members of your committee or the committee as a whole in your study
of the problem of old-age security.

Senator KiNu., The result of your labors is embodied in the final
report which was submitted?

r. BRown. Yes, sir. In this situation I am speaking here as an
individual who cooperated with two or three other individuals and
whose work, in turn, went through many steps, naturally through the
various technical committees to the Cabinet committee itself. I am
speaking today as an individual who had the opportunity to cooperate.

Senator HasTings. You reached a conclusion, did you not, that at
some t{ime the Government itself would have to contribute, out of the
general fund, a large swin of money, isn’t that correct? .

Mr. Brown. That is my view, sir. My personal view is that in
any program of socisl insurance the final test of security is the
financial strength of the Government and its willingness to par-
ticipate in supporting the plan.

Senator HasTiNgs. You did reach a figure, didn’t you, that at some
time it would cost how much? .

. Mr. Brown. In 1980 the figure of the Federal contribution accord-
miﬁ to one set of calculations that is involving the provisions of the
bill is $1,478,000,000.

Senator HastiNGs. Annually?

Mr. BrRowN. Annually. The figure I have here is for 1980.

Senator HasTings, Would it be apt to increase from there on or
decrease? . )

Mr. BrRown. There probably would be a slight increase relative to
that figure. Probably, as I remember, by 1990 it would become
stabilized.

Senator Hastings. Professor, there is one situation that I worked
out which seemed to me might cause some people contributing very
much concern. , If you take a young man at 20 who begins to contrib-
ute in 1937 and he earns $100 a month for 45 years, he will accumulate
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8 fund of something over 84,000, as I recollect it, and will be entitled
to be paid the balance of his life $50 a month. On the other hand, a
man who is now 45 and who earns the same amount of money pays in
for 20 {ears with thsinterest compounded at 3 percent; he will have a
fund of something like $738 for his benefit, but he will get for the bal-
ance of his life $40 & month. I am wondering what the young fellow
is going to think about that, and we have got to bear in mind that all
of this is législation that may be changed by the voters whenever they
make up their minds that they do not like it. So that the fellow who
goes in at 20, with that staring him in the face, may reach the con-
clusion that that is not fair and he may compel the Congress to change
it in some form. 'That is true, isn’t it?

Mr. BRoww. The way I feel on that point is this: It is that we
are not giving the young man less but we are giving the older man
more. And we are giving him more for a social purpose—that is
providing him with a decent incoms in his old age, despite the fact
that the Government had provided no facilities for many years for
doing s0. You will find, in fect, in practically every industrial pen-
gion scheme and every scheme in educational institutions, that when
the contributory plan is started, it is neoessa:{y to put the older person
at some advantage so that he won’t reach old age with an inadequate
income.

Senator HasTiNGs. I appreciate that theoroticall[s; you may he
correct, but you have to bear in mind as one expert has stated {ere
that there will be 40,000,000 employees subjected to this tax, and
there will be 40,000,000 people complaining about it, probably, and
I think there will be 40,000,000 people that will be able to vote at
the elections, and if they do not like it they can change it; and it
see;ms to me that while you may be absolutely correct theoretically,
we are dealing with a democratic form of government with the
ogportunity in the people to change a particular statute at any time
that they can convince the Congress and the President that it cught
tobe changed. It does not have the stability of an insurance company
contract in the respect that it does not have the stability that an
insurance company contract would have. This young fellow who
starts out to pay at 20 does not know what Congress is going to change
that to. He does not know whether he is going to be taken care of at
65 or not. It all depends on what the Congress does. That is the
weakness, it seems to me.

Mr. Brown. I think every scheme of social insurance or every
other scheme for the provision of higher standards to the community
involves the responsibility of government. Of course, if we should
need to look forward to a lack of responsibility of government, per-
haps it would be better never to go into any of these schemes, but
looking at it from the scientific point of view, once the Government
takes upon itself the problem of taking care of its unemployed, its
old persons, its sick, it has assumed the position that it will be re-
sgonsible to those persons who have contributed to the schems and
that when they become old, it will provide them with the annuity
toward which they have contributed.

Senator Kixa. Does not the plan contemplate a rather large con-
tribution by the Federal Government, something like one or a half
billion in 1980? ‘
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Mr, BrowN. The plan asin the bill now involves a contribution on
the part of the Government starting at the year 1965 which rises for
a period and then strikes a plane. The reason for that is to offset
the payment of so-called ‘‘unearned annuities’’, that is, supple-
mentary annuities, $15 in place of 48 cents in early years. Someone
has to &ay that naturally, to balance off, and it has been done in
practically every other country.

Senator Kina. What would be the a%gregate amount which the
Government will have to pay by and including the year 1980?

Mr. BrownN. I am sorry, sir; I do not have that accumulated.

Senator Kina. It would be several billion dollars?

Mr. BrowN. Yes, There is one offset, however; that is the fact
that you have a saving in that the plan has provided more adequate
annuities in earlg years whereas otherwise you may need to afford
relief to those old persons.

Senator Kina. But there will be a permanent demand upon the
Federal Treasury after 1975 or 1980 of approximately 2 billion dollars,

Mr. BrowN. It is not that high, sir. The figure I have here is
apgmximately $1,500,000,000 as of 1980.

enator Kina. I understood you to say that for a number of years
thereafter the subsidy would be increased.

Mr. Brown. Slightly, but I do not think up to two billion.

Senator Kina. Before it reached the position of stability?

Mr. Brown. Yes. .

Senator Kina. Can you, with any degree of assurance, state that
there will be at some year stability and with no increase?

Mr. BrowN. Yes, sir. All of these statistics are based upon certain
assumptions, and I would like to emphasize that personally I feel
there are definite limitations in planning that far in advance from
an actuarial point of view, from an economic foint of view, and from a
statistical point of view. It is my feeling at least that the important
thing is to provide a program which as far as one can tell will meet
the situation both from financing and the benefit point of view for
some 20 years ahead, and then as time goes on, adjust it. The contri-
bution rate could be increased more rapidly or the increase could be
held back as more adequate information is available, so that I do not
feel that one can use the figure as precisely as here—$1,478,700,000
or anything like that—with true propriety.

Senator King. I assume that this contribution would come from
_ththederal Government exclusively, and the State will have no voice
in it.

Mr. Brown. That was the proposition, sir.

Senator BLack. Just one question in line with what Senator Hast-
ings asked, because I have evidently misunderstood part of the
previous testimony. He asked you about & young man who is
contributing more than the older man. I had understood that one
of the reasons for that Federal aid was to partially offset this very
situation.

Mr. BrownN. The fact that the older man receives more?

Senator BLack. Yes.

Mr. Brown. It is.

Senator Buack. Is that not correct?

Mr. BrownN, Yes; it is correct.
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Senator Brack. So that instead of the picture being exactly as it
was given by Senator Hastings' question, as I understand it, the
young man could not be discriminated against, if you call it a dis-
crimination, to that extent, but a part of the difference would be
made up by contributions from the Federal Tréasury.

Mr. BrowN. Yes, sir. I said that it is not that the younger man

ots less. He gets his full share, but that the older man gets more,

o gets more use of the Federal subsidy, which as a matter of
public benefit takes care of these people in old age.

The CrarrMAN (Senator King, acting). We will adjourn now until
10 o’clock tomorrow morning.

ereupon, at12:30 p. m., the hearing is adjourned until Saturday,
Feb. 2, 1935, at 10 a. m.)
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UN1TED STATES SENATE,
CoMMITTEE ON FINANCE
Washington, D. C.

The committee met pursuant to call, at 10:10 &. m. in the Finance
Committee Room, Senate Office Buﬁding, Senator Pat Harrison,
chairman, presiding.

Present: Senators Harrison (chairman), Connally, Bailey, Clark,
Byrd, Black, Gerry, Guffey, Couzens, Hastings, and dapper.

STATEMENT OF DR. FRANK P. GRAHAM, PRESIDENT UNIVERSITY
OF NORTH CAROLINA

The CuairMaN. Doctor, you were Chairman of this Advisory
Council, were you not?

Mr. GraEAM. Yes, sir.

The CrAIRMAN. You are now president of the University of North
Carolina? .

Mr. GramaM. Yes, sir.

The CrairMaN. For the record, will you state your background?

Mr. GraraM. You me.n where I was born, and so on?

The CuatrMAN. Well, before you were president of the University
of North Carolina what did you do, what studies did you pursue,
what was your background?

Mr. Grauam. Iwas (i)rofessor of history at the University of Nort
Carolina, With regard to the point you just made about studies,
have done graduate work at Columbia University, University of
Chicago, the Brooklyn Institute, and the London School of Economics
of the U’niversity of London,

The CrammMAN, You were selected as chairman of this advisory
council? o

Mr. Grauas. Yes, sir. .

The Cuamuman. And met with them quite a good deal? ,

Mr. GranaM. Yes, sir; [ met with them in all their sessions. The
Council took its work seriously and worked hard and with a publie
view,

The CrarMaN. I wish you would just take this bill and ecriticize
it or make any exglanation you desire to make with reference to it.

Mr. Granarm. Mr, Chairman, I would like to say that I am not an
expert in this field; that I am not a statistician; I am not an actumY'
I am not an economist; that in these matters I am a layman. I cou d
better discuss the general approach to the question of social security.

Senator Couzens, Why 